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Second Lieut. Larkin W. Glazebrook, jr., Field Artillery, from 

February 9, 1918. 
Second Lieut. Samnel D. Smolev, Field Ar.tillery, from Feb­

ruary o. rms. 
Second Lieut_ Chm-Ies F. Neave, Field Artillery, from Feb­

ruary 9, 1918. 
Second Lieut. Robert W. Wilson, Field Artillery, from Feb- · 

ruary 0, 1918. 
Second Lieut. Donald H. Brown, Field Artillery, .from Fetr 

ruary 9, 19!8. 
Second Lieut. Ralph de . P. Terrel1, Field Artillery, from 

February 9, 1918. 
Second Lieut. Stephen B. Ives, Fleld Artillery, from Feb­

ruary 0, 1918. 
Second Lieut. Robert F. Webb, Field Artillery, from Feb­

ruary 9, 1918. 
Second Lieut. 'Villiam G. Lasch, Field Artillery, frem Feb­

I'Uary 9, 1918. 
Second Lieut. :Uiller II.. Pontius, Field Artillery. from F~ 

ruary 9, 1918. 
Second Lieut. Fritz A. Nagel, Field Artillery, from Feb­

ruary 9, 1918. 
Second Lieut. Adrian J. :McDonald, Fierd Artillery, from 

February 9, 1918. 
Seconu Lieut. John E. Hartigan, Field ArtilleJty,. from Feb­

ruary 9, 1918. 
Second Lieut. John L. Handy, Field Artilfery, from Feb­

ruary 26, 1918. 
TEMPOltARY PROM()'lliDN IN THE AnYY. 

INli" A.NTR-Y. 

Fh·st l.ieut. Elmer F. Wallender, to be captain with rank 
from A~1grrst 5, 1917. 

HOUSE OF REPRESENTATIVES. 

MoNDAY, 111 arcl2 18, 1918. 

The House met at 11 o'clock a. m. 
'l"'he Chaplain, Rev. Henry N. Couden, D. D., offercu the fol­

lowing prayer : 
Our Father in hen~en, we find ourselves submerged in almost 

impenetrable darkness, which cov&s the earth as tl'le waters 
cover the sen; and we most fervently pray, that it may presage 
the dawning of a new uay, which shall floou the eurth with 
light. warmth, and benuty; bring to men a clem.rer vision of the 
larger life, correct mistakes, right all wrongs, brutish war, and 
establish a lasting pence; fructify and replenish the earth with 
all good; and unite all men and nations in the bonds of brot4erly 
rove: "For as the new heavens and the new earth, which I 
will make, shaH remain before me, saith the. Lor~. so shall your 
seed and· your name remain." 

Our Father, our hearts· are touched by the death of a Mem­
ber of this House who has been taken from the 'confines of 
the now to the larger reward in the n-ew life. Comfort us, espe-­
cially those to whom he was nearest and dearest, by the precious 
promises of the gospel of the Lord Jesus Christ. Amen. 

The Journal of the proceedings of Saturday. March 16, 1918, 
was read and approved. · 

MEMORIAL TO ORI>EBS OF s:{'STER.S WHO: SERVED AS NURSES IN THE 
CIVIL WAR. 

Mr. KENNEDY of Rhode Island. Mr. Speaker, I ask llll:ani­
morur consent for the: present consideration of. the resomtion, 
which I send to the Clerk's desk. 

The SPEAKER.. Th.e. Clerk will r-eport it. 
The. Cieyk rend a-s folJ.o.-ws: 

Joint resolution (H. J .. Res •. 154:) authorizing the erection of a me-
CONFIRMATIONS. m~rial in Washington to the memory and in honor o.t the members 

of the various orders of sisters who gav-e thell' services as mrrses on 
Excc'Ut.ive nominations conjirm,ecl fyy fM Senate March. 18, 1918. battle fields, in hosp:ftals, and o-n floating hospl:tals during the: Clvil 

Wru:. 
CmGU!T JUDGE. Re-solved, etc., Tlmii tbe CMet of Engineer-s, United StateS" Army, be, 

1\lartln T. Manton to be Untteu States circuit J'n.d~"" second nnd he is hereby, authorized and directed to grant permission to the 
~--. Ladies' Auxiliary~ Ancient Order ot. Hiherntans in America, for the 

circuit. 
1 

e:tectr-on on public gru-unds of the Unite:d States- of America in the city 
UNITED STATES ATTORNEYS. of WaBhlngton, D. ~tb-er than tho-se ot· the- Capitol,, the Lflnracy- ot. 

Rl'nl' "rd· H. 1\fnnn tr.. F.e uru:·t~~~ s~~t"""' ........ o .. ney· e"'....f.e,.n dis- , Congresg-~ and the . ·e: House, of a: memorial to the members of the 
"'" J.4.,l ... v u t:U U&. """" u.u. "' ~~. ... varrous- ordel:s of sisters who gave. their services as nurses on battle 

trict ot Virgini:L flelds1 in hospitals~ and on floating hos_pitals during the Civil Wru.•: 
Richard Evelyn Byrd to be Untied States attornev western P1'01ade~ That the- site chosen and the des:gn· or tbe memo-rtal shan be 

·.7 approvea b-y the Commission of Fine- .AJ!ts, ann that the United States 
dlstriet of Virginia. shan be put to no expense in or by the erection of the said me.moclal. 

UNITED- S'l:.ATE.S MABSJLU.s- : 1\fr. KITCHIN. Reser'Ving the right to object, lUr. Speaker, 
John G. Saunders to be United States ma-rshal eastern district h<>-w long will it tak.e. to get thTough with this resolution? 

of Virginia. ' Mr. KENNEDY of Rhede Island. So· far as I am concerned, I 
T. G. Burch to be United States: mnt"sftnl western district o-·f" am willing to- forego any privilege of speaking at great length 

Virginia. on it, but shall ask t& extend my-remarks. 
PnoV'ISIONAL APPoiNTMENTS, BY PROMOTION, IN THE ARMY. Mr. KITCHIN. Ha.so it the unanimous report fro.m the com-

mittee? 
INFANTRY. Mr. KENNEDY of Rhode Island. It has the unanimous re»ort 

To be {i1·st lieutenanf-7. of the. Committee on the Library. -
Second Lieut. Frederick :M. Vinson. 1\1-r. KITCHIN. Does it. cost the Government anything at all? 
Second Lieut. George W. Griner, jr., 1\fr. KENNEDY of Rhode Island. Absolutely nothing. 
Second Lieut Hugh T. Mayberry, Mr. KITCHIN. Would it not be better fo. let the sHe be 
Second Lieut. Charles D. Pearce, jr., selected by the Fine Arts Commission·? 
Second Lieut. Edward D. McDougal,. jr., Mr. KENNEDY of Rhode Island. '!'ha.t is provided in the bill 

· Second Lieut. Philip W. Lowry, as it stands. The bill is safeguarded in that 1·espe.ct. 
Second Lieut. Ch--arles P. Wlllsor, ~1r. KITCHIN. It is provided tl!at they shall select th-e site? 
Second Lieut. John Doble, Mr. KENNEDY of Rholle. Isl:and. Exactly. 
Second Lieut. Moses :McK. Darst. The SPEAKER. Is there objection?: 
Secontl Lieut. Robert R. Smith, There was no ob-jection. 
Second Lieut. Evan C. Dresser, . The SPEAKER. The question is on the engrossment and 
Second Lieut. James G. Cn.rr, third reading, of the House joint resolution. 
Second Lieut. Daniell E. Farr, and 'l'be House joint resolution was ordered to be engrossed and 
Second Lieut. Chester MeN .. Woolworth. read a third time, was read the _third time, and passed .. 

TEMI'ORA.RY PROMOTIONS IN THE An'!iY~ On motion of Mr. KENNEDY of Rhode Island, a motion to recon-
INFANTRY. sider the vote whereby the Bouse joint resolution was passed was 

To be colonels. laid on the table. 
Mr. SLOAN. Mr. Speaker, I had expected to say something 

Lieut. Col. Fred L. Munson. in favor of the joint resolution just passed, but in view of the 
Lieut. Col. Thomas M. Anderson, jr. . haste of the House I will simply ask unanimous consent to ex-

To be first lieutenant. tend my remarks in the REconn, 
Second Lieut. Bernard M. Barcalow: The SPEA.KER. The gentleman f-rom Nebraska asks unani-

PosnusTERs. mous consent to extend his remarks in the REcoRD on the joint 
l'esolution just passed. Is there objection 'l 

ARKANSAs. There was no objection. · 
Archibald S. Roge~, Osceola. INDUSTRIAL CREDITs. 

SOUTH CAROLINA. Mr. KITCHIN. lUr. Speaker, I move that the- Honse resolve 
Jean C. Sloan, Pendleton. itse-lf into the Committee- of the Whole House on the State. of 
Riclnu-d W. Adams, Ridgeway. the Union for the ful'ther eonsideTation of the bill (H. R~ 10608') 
Robert R. Miley, Walterboro. to pro-vide furthe1• fm· tl1e national security and defense, and, -for 
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the purpose of assisting in the prosecution of·the war; to provide 
credits for industries and enterpr ises in the United States neces­
sary or contributory to the prosecution of the war, and for 
other purposes. · 

The motion was agreed to. 
The SPEA.KER 'l'he gentleman from Tennessee [Mr. GAR­

nETT] will plenNe take the cl1air. 
Accordingly the House resolveLl itself into the Committee o:f 

the Whole House on the state of the Union for the further con­
sideration of tlle bill H. n. lOGOS, with 1\lr. GAnnETT of Ten­
nessee in the chair. 

The CHAIRMAN. The House is in Committee of the Whole 
House on the state of the Union for the further consideration 
of the bill (H. n. 10608), which the clerk will report by title. 

The Clerk r ead as follows : 
A bill (H. R. lOGOS) to provicle"further for the national security anu 

defense. and, for the purpose of assisting in the prosecution of the war, 
to provide credits for industries and enterprises in the United States 
necessary or contributory to the prosecution of the war, and for other 
purposes. 

Mr. MOORE of Pennsylvania. Mr. Chairman, I yield one 
hour to the gentleman from California [Mr. HAYEs]. 

Mr. STAFFORD. Mr. Chairman, I make the point of order 
that no quorum is present. · 

1\Ir. KITCHIN. I wish the gentleman would withholt.l it. 
1\Ir. STAFFORD. I wHl withhold it. 
Mr. KITCHIN. I hope the gentleman will withdraw the . 

point o·f order, because it will take half an hour to call the roll. 
We want to adjourn earlier this afternoon than anticipated on 
account of the death of one of our colleagues. 

Mr. MOORE of Pennsylvania. I trust the gentleman will 
withdraw the point of order. 

Mr. STAFFORD. The gentleman from California is to speak 
in oppo ition to the bill, and I thought that a larger audience 
should be here. nut in view of the statement made by the 

· gentleman from North Carolina that we are going to adjourn 
earlier, I will withdraw the point of no quorum. 

Mr. KITCHIN. And the gentleman also knows that general 
debate closes when we adjourn, and we want to save all the time 
we can. 

l\fr. HAYES. Mr. Chairman, I desire first of all to state that 
this so-called war-finance bill, as it now appears before this 
House, is a very different proposition from what it was when 
it was first introduced. I congratulate the Committee on Ways 
and l\feans upon the dra tic amendments which they have put 
upon the bill and which, I think, without n single exception, are 
very desirable nnd essential changes. I presume we are all 

. animated with one thought in considering legislation of this 
kind, and that is to do nothing that will interfere with the most 
efficient prosecution of the war and the bringing of it to a suc­
cessful termination at the earliest possible moment. So I 
appear here as a critic of this legislation, not in a carping spirit, 

·but in a friendly attitude, desiring to further the purpose. which 
this House has in passing or considering this legislation, 
r ather than to thwart it. If anything in the line proposed by 
this bill is to be done it should be <lone in the best manner 
possible; in a way to clo as much good and as little harm as 
pos ible. · 

As has already been stated, this legislation would never be 
considered seriously· for a moment, in time of peace, by anyone 
who understood at all the banking and currency systems of 
the world and the correct principles underlying them. When 
our banks and· instrumentalities of credit are in first-class con­
dition, when there is no general denial of credit to those who 
are entitled to it, I can not see why just at this time the estab­
l ished principles controlling ·matters of this ldnd should be . 
thrown to the winds and a · revolutionary proposition like this 
should be seriously proposed. This bill proposes something 
different from anything in the world, or, so far as I know, 
anything that ever was in the world. 

In order that we may consider it in its fundamentals it is 
necessary to tear away the verbiage that seeks to hide the 
true meaning and intent of the proposition. A very ingenious 
camouflage has been incorporated in this bill in the p_rovision 
that creates a corporation. This creation is not a corporation 
in any ordinary acceptation of that term; it is not proposed to 
appeal to the public to put up any of the capital stock of this 
corporation; private individuals are not invited to become 
uirectors or officers of it. It is proposed to create the Secretary 
of th.e Treasury and four other men to be appointed by the 
President of the United States and confirmed by the Senate 
in the manner in which public officials are appointed and con­
firmed under our system, a corporation for the carrying out of 
the purposes contemplated by this legislation. In other words, 
the United States is the corporation. The effect would be 
essentially the same if a btueau of the Treasury were author-

ized to do eactly what .this corporation is authorized to t1o. It 
is said, of course, that by the creation of this so-called corpora­
tion the Treasury of the United States will not be directly 
charged with any of the obligations contracted by the corpora­
tion. That would be technically correct, probably, but the cor­
poration being managed by the Secretary of the Treasury and 
four other officials appointed by the Government, the Govern­
ment certainly woult.l be morally responsible for any of its obli­
gations, and I can not see the advantage in this round-about 
fashion of putting the United States of America into the loan­
ing business, into the banking business. I do not see the gniu 
in it. 

Mr. MADDEN. Mr. Chairman, will the gentleman yield? 
Mr. HAYES. Certainly. · 
Mr. MADDEN. Would it be the gentleman's it1ea that if 

we were going to do what this bill authorizes the board to 
do we should <lo it direct out of the Treasury ef the United 
States? 

Mr. HAYES. Why not? The bill proposes this in substance. 
The mere legal fiction of appointing a corporation made up of 
the Secretary of the Treasury and four officers of the Govern­
ment does not change the real status of things at all. The 
Government is to put up all the money that constitutes its 
capital stock; to appoint in the usual way of appointment of 
Federal officials all of its directors, officers, and employees and 
to do all its business. ' 

Mr. MADDEN. Except in the establishment o:f a precedent, 
perhaps. 
. Mr. HAYES. The precedent that will be established will be 

equally dangerous in either ca e. I do not know how the gen­
tlemen from Illinois views this sort of thing, but I am objectino­
as I always have objected since I have been a Member of thi~ 
House, to the Government of the United States making loans of 
the money collected from all the people to private business, big 
or little, and I am still opposed to it. 

Mr. MADDEN. Is it the opinion of the gentleman from Cali- · 
fornia that sooner or later all of the securities that may be 
taken by this corporation for moneys advanced will finu their 
way into the regional reserve banks and have circulating me­
dium issued with these securities as a basis? 

Mr. HAYES. In reply to the gentleman I would say that 
there would be no possible way that I can see for floating the 
vast amount of securities proposed by this bill except through 
the banks and the Federal reserve ·banks, and I have no doubt 
t11at if this bill becomes a law a very large percentge of them 
will find their way into the Federal reserve banks antl note 
will be issued upon them-unless, of course, the Federal Heserve 
Board, as I hope the bill authorizes them to do, although I nm 
a little doubtful about it-should turn their faces stemly 
against anything of the kind. 

Mr. MADDEN. This bill does authorize the Federal Reserve 
Board to permit the acceptance of the securities taken· by the 
corporations? 

Mr. HAYES. It does. 
Mr. MADDEN. As a basis for the issue of such circulating 

medium? 
Mr. HAYES. It does, and without any limit. 
Mr. 1\IADDE..L~. The 1imit, of cour e, would be the extent of 

the obligations-that is, the $2,000,000,000. 
Mr. HAYES. Yes; but it does not limit t11e percentage of 

the obligations that are issued that may be used for that pur­
pose. Let us not deceive ourselves. I think it is well if we . 
are to support thi proposition to know what it is. This bill 
creates a great central bank. That is all it is. It makes the 
Government put up the money to ·run it. It js run by official::; 
of the Government of the United States-a great national cen­
tral loaning institution, to lend money on the security of such 
stocks and bonds as may be approved by the corporation to 
private corporations and to individuals. 

1\fr. MADDEN. Will the gentleman yielu for a further que. -
tion? 

Mr. HAYES. Yes. 
Mr. MADDEN. I would like the opm10n of the gentleman 

from California as to the safeguards that surround the public 
interests through this corporation now as compared with the 
safeguards that appeared when the bill was first presented. 

Mr. HAYES. The gentleman from Illinois was not on the 
floor when I began. I stated that this bill had been in all 
respects, where any changes had been made, vastly improved. 
It is not the same proposition at all as it was when he and I 
appeared before the Committee on Ways and :Means to di -
cuss it. 

Mr. JOHNSON of Wa hington. The gentleman state: that 
this is to all intents and purJ;>OSe a great central bank. 

Mr. HAYES. Y-es. 
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Mr. JOHNSON of Washington. The subterfuge comes iu the 

pretense that it is not a central bank of the United State·. 
Mr. HAYES. That is it, but it is a central bank. 
Mr. JOHNSON of Washington. And the securities to be sent 

out will apparently appear not secured by the United States 
itself. · 

Mr. HAYES. They will not be according to the technical 
legal fiction attempted by the bill, but the United States will be 
behind it morally; and should this corporation be a failure 
financially and incur obligations tlmt it could not pay, I hope 

·that no one in the world thinks for a moment that this Congress 
would consent, or that the people of the United States would 
ever consent, with the Secretary of the Treasury and four 
other directors appointed by the President and approved by the 
Senate at the head of it, that these obligations should be repu­
diated by the Government of the United States. Every Ameri­
can, I belieT"e, would blush at such a thought, and I am sure 
nothing of that kind will ever be done. 

Mr. MADDEN. With the further appointment of a board to 
pass upon the securities that may be issued. 

Mr. HAYES. That is a part that I have not time to discuss. 
Mr. MADDEN. However, it is part of the scheme. 
Mr. HAYES. I have no objection to a proper provision of 

that kind, but I shall have no time to discuss it. Now, this 
great central bank is brought forward here and urged upon 
this House and upon the Congress of the United States by the 
party in power. I just for a moment desire to call their at­
tention to the history of the Democratic Party and to the his­
tory of this country, as affected by that party. I believe .lt 
was in 1832 that Andrew Jackson sent to the House of Repre­
sentatives his famous message vetoing the bill which had 
passed Congress to renew the charter of the United States 
Bank, and in that message he pointed out the dangers of that 
kind of thing. Although the United States Bank at that time 
had only $14,000,000 of capial, provided entirely by private 
individuals, he pointed out the opportunity of using in politics 
the great power and influence which so much money in the 
hands of men at the seat of government gave them. He did 
not charge that up to that time the bank or its officials had 
corruptly or improperly used that power, but he said it was 
dangerous to give men, ~ven indirectly connected with the 
Government in this free land such great powers as the pos­
session and control of such a vast sum of money would give to 
them. When the bank officials found that their charter was 
to be taken from them, they proposed that a majority of the 
directors should resign and Jackson's political partisans ap­
pointed in their places. But this did not change the attitude 
of the incorruptible old he1·o at all. After the election of 1832 
or 1834 he removed the deposits from the United States Bank, 
and he at that time charged them with improperly using their 
money or the influence and power that the United States Gov­
ernment had b~stowed upon them for political purposes. I 
wonder what .Andrew Jackson would think could he step in 
l1ere to-day and see his professed followers proposing to create 
a United States Bank, not with $14,000,000 capital to be fur­
nished by private individuals, but with $500,000,000 to be fur­
nished by the Government of the United States; a capital for a 
bank, the largest that was ever thought of in the history of 
the world. What would he think about such a proposal? Do 
you believe that he would think that there was here no oppor­
tunity for the abuse of power, no danger of its being used for 
political purposes? Why, I do not care if an angel from heaven 
should run this corporation there will be all sorts of criticisms 
and complaints that not only favoritism has been used, but that 
political considerations have governed it. 

The confidence of some of the people in their Government will 
be destroyed and their patriotism correspondingly decreased, 
because all of those who make applic~tion can not receive the 
bounty and assistance of this corporation, and thcrse who are 
denied will feel that they are just as much entitled to the con­
sideration of the corporation and the Government of the United 
States as those who are favored. We can easily conjecture 
what the result would be. 

Now, I would not be here criticizing this bill if there were not 
other and, in my judgment, much better and saner ways to 
reach the same result. 

Mr. GARNER. Does the gentleman have .any objection to an 
interruption? 

Mr. HAYES. I would not. 
Mr. GARNER. Would it disconcert the gentleman's argu­

ment now to state concretely the method the gentleman would 
use to relieve the situation? 

Mr. HAYES. I intend to do so before I am through. I first 
desire to speak briefly of the purposes of this corporation. It 
is proposed by this legislation that there shall be loaned to cor-

porations and individuals by this corporation not only the 
$500,000,000, which the Government of the United States puts 
up under its provision, but that the credit of the United States 
shall be loaned to · the extent of $2,000,000,000 in addition, 
whereas the Senate bill provides, if it is proper for me to speak 
of it, for $4,000,000,000. ~ The committee bas cut that down to 
$2,000,000,900, but it is reasonable to presume that the bill will 
come out of the conference with the amount somewhere behveen 
the two. 

Mr. GARNER. Is that altogether an accurate statement to 
say that the GO'Vernment is loaning its credit to the extent of 
$2,000,000,000 or $4,000,000,000 when the Govemment does not 
assume respc>nsibility for these loans? 

Mr. HAYES. The gentleman was not on the floor when I 
discussed that. I say the Government must assume the respon­
sibility because the Secretary of the Treasury and four officials 
appointed by the President and confirmed by the Senate are to 
administer it, and I can not conceive Congress or the Govern­
ment of the United States ever trying to avoid its responsibility. 
under those circumstances. 

Mr. JOHNSON of Washington. In other words, the Govern­
ment either nominally must do it or else stand ready at any 
time to repudiate its part of it. . · · 

Mr. HAYES. .Absolutely; one or the other. Now, what is 
the proposition in this legislation? It is proposed, in the first 
place, that this corporation should loan this money and its 
credit first to banks and h·ust companies; secondly, to saving 
banks and other banks with savings deposits and building and 
loan associations ; thirdly, directly to corporations and in­
dividuals. Now, · as I said in the beginning or near the begin­
ning, there are ways in which this could be done and all of 
these things can be accomplished without drawing upon the 
Treasury for a cent, without creating any camouflage revolu­
tionary corporation like that proposed by this bill. Other na­
tions have done it, they are still doing it, why can not we? The 
great banks of the country, the commercial banks, are fuller· 
of deposits than they have ever been in our history; fuller than 
any other banking system in the history of the world ever was. 
I have studied these statistics and I do not find that the bank 
deposits are diminishing; on the contrary, since the beginning 
pf the war they are increasing. I do not find that the deposits 
in the saving banks are diminishing, though they are not in­
creasing at the same ratio as the commercial deposits, but they 
are not decreasing. 

Ther.e is nothing in this certainly to give us any financial 
alarm that I can see. For one, it seems to me that it would be 
wise to wait before we pass such revolutionary legislation as 
this until there is pressing and certain need for it. .And if out 
of abundance of caution we think it necessary to do something 
to strengthen the situation and to give confidence to the public, 
especially to the investing public, let us do it in a way that will 
not plague us after the war is over. During the War between the 
States the national banking act was passed, giving the privi­
lege to the banks to buy United States bonds and to issue cur­
rency upon them, something that no nation ever tried before, 
and a thing that every student of the subject will agree makes 
a very imperfect currency system. And that unsound legisla­
tion has been plaguing us ever since. It is still with us after 
50. years and more. 

.And the legislation before us, in my opinion, if it becomes 
a law and the Government of the United States proceeds ac­
cording to it and makes the loans that are provided for to the 
exent that they are permitted, will be here to plague us for the 
next 25 years and perhaps longer, when it is not necessary, in 
my judgment, at all. 

Now, so far as loaning direct to individuals is concerned, as 
all the older Members of the House know, I have always, as a 
Member of thl~ House and as a member of the Committee on 
Banking and Currency fought all such propositions. I believe 
that the Government of the United States shol:lld not go into 
the money-loaning business. I believe that it is not necessary 
for the Treasury of the United States thus to be opened to 
any of the business interests of this counh-y in this direct way. 

Mr. MOORE of Pennsylvania. Mr. Chairman, will the gentle· 
man yield? 

Mr. HAYES. I do. 
Mr. MOORE of Pennsylvania. The gentleman is opposed to 

this bill and is in favor of extending such credits as may be 
necessary for war purposes through the regular system of Fed­
eral reserve banks? 

:Mr. HAYES. .And the banks generally. 
Mr. MOORE of Pennsylvania. And the banks generally? 
Mr. HAYES. Absolutely. 
Mr. MOORE of Pennsylvania. That question was thoroughly 

discussed before the committee, and it was indicated once, if 
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I recall, by one of the witne ses who came before the committee, 
that there were certain banks and bankers who imposed rntes 
of interest so hlgh as to make it impossible for certain indus­
tries to obtain loans and continue the business they were doing 
in connection with the war. 

Mr. HAYES. I have ~ard that statement. But the gen­
tleman, if he will read the daily reports of the business clone in 
New York and other large cities, will see that the rates of 
interest are not high in any of the commercial centers of this 
country. Five per cent and six per cent on commercial loans is 
not excessive. And if anybody has been charged excessive in­
terest it is because their security or personal responsibility are 
not such as to recommend them to the brinks or to those who 
have money to loan. [Applause.] The Government of the 
United States can not afford to back up a man or a corporation 
whose credit is such that 10 or 15 per cent inte1;est must be 
paid in order to get an accommodation. 

Mr. MOORE of Pennsylvania. The gentleman knows that in 
the vaults of various banks throughout the country there are 
long-term securities now, some of them liberty bonds, which 
are not just as liquid as might be desired by the banks for 
the .transaction of current business. Does the gentleman think 
that any relief should be afforded to those banks by an ex­
pansion of credit, as it were, by which they could utilize these 
long-term securities? · 

Mr. HAYES. I do, and I am going to state how . I would 
extend that relief. I would extend it just as other nations 
extend it, and I will explain how that is done. 

Now, what is the justification-because I desire to impugn 
nobody's motive or their good faith in this matter-what is the 
justification for this revolutionary legislation? The justifica­
tion is that it is necessary in order to finance the war, in 
order to loan money that can not otherwise be secured by in­
dividuals and corporations who are 'manufacturing munitions 
and furnishing supplies fo1· the Government in the progress of 
the war. And the terms of the bill limit it, if I am not mis­
taken in my memory, to those concerns that have been going 
since the beginning of the war-nearly a year. 

In the first place, any corporation, manufacturing establish­
ment, or individual who has been furnishing the Government 
with any supplies during the last year at the ·enormous profits 
and prices that they have had and that is in a position where 
it can not get such accommodations as it. needs through the 
banks of this country, load~d as they are with deposits, are 
probably not entitled to it at all. They are doing their busi­
ness in a manner or they are men of a character that should 
not be assisted by the Government of the Cnited States to 
carry on or to enlarge their business. I have been in business 
a great many years, and I never found a time yet, except during 
the panic of 1893, when, if I ha.d the securities, to say nothing 
about n:iy responsibility, I could not find a banker in the United 
States that would loan me the money that I needed to carry 
on my business, no matter how big it was or how big I thought 
1t wise to make it. .And I undertake to say that no man who 
desires to do a business in the United States in tile furnishing 
-of munitions or supplies will go without the necessary as­
sistance if he is entitled to it, and especially if he is to have 
or has 'a contract with the Government of the United States at 
this time to do anything that the Government needs to have 
done. I say that tha~e will be plenty of men that will be 
glad to back up such a mnn and give him all the financial as­
sistance that he needs; and it will not be necessary for the 
Government of the United States to appropriate 500,000,000, or 
any other sum, to induce him to do it. If this is not so, then 
this country is in a terrible condition; that is all, because 
other countries do it; and the patriotism and the enterprise 
arid the energy of the United States citizen is n\)t below fuat of 
any other citizenship in the world, in my estimation. [Ap­
plause.] 

. Now, when we leave those forms of industries that contrib­
ute directly to the prosecution of the . war, then we must have 
in view prn.ctically all the otha- industries ·of the country, be­
cause they all contribute. we· can not win this war unless 
the . great industries and i:he small industries of the country-
are prosperous. _ . 

Unless the people are producing something, how in the world 
· are they to buy these bonds that we muSt sell? How are they to 
pay their taxes unless the industries of the country are going 
forward, at least most of them, with as great energy and suc­
cess as in time of peace? There never was a time in this coun­
try when production was at the high stage that it is to-day. 
If that is so, where is the pressing need for this great expendi­
ture of money on the part of the Government of the United 
States to a~sist independent, energetic citizens of the United 
States in the conduct of private business in this country? 

- . 

1\ir. WELTY. Does the gentleman know whether other coun­
tries loan their credit in matters of this kind by legislation of 
this kind? · · 

Mr. HAYES. They have not, to my knowledge. 
1\Ir. GLASS. On that point, while I am not insensible to the 

saneness of what my colleague is saying, does be not know, as 
a matter of fact, that this Government and every other bel­
ligerent Go-vernment; that is, of the major nations, have loaned 
directly millions upon millions of dollars, hundreds of millions 
of dollars, to private contractors before they had ever broken 
the earth for their plants? 

Mr. HAYES. They make advances to those who have con-
tracts with the Government. 

Mr. GLASS. On their plants. 
Mr. HAYES. Yes; they make advances. 
Mr. GLASS. You would not infer so from what the gentl~ 

man has said. _ 
Mr. HAYES. That is quite a different matter from making 

direct loans to corporations and individuals who are not carry­
ing out contracts for the Government. I am now speaking of 
those that are not directly connected with the prosecution of 
the war. · They make advances to those who are directly con­
nected, it is true. 

Mr. STAFFORD. In that connection, will the gentleman 
yield? -

Mr. HAYES. Yes. 
Mr. STAFFORD. Is it not a fact that our own Government, 

through the large funds placed at the disposal of the War De­
partment and the Navy Department, bas been making advances 
to various industries in carrying on the war? · 

Mr. HAYES. It has. 
Mr_ STAFFORD. To .the extent of millions and millions of 

dollars? 
:Mr. GLASS. That is what I said. Great Britain and this 

country and Germany are doing that. 
Mr. STAFFORD. I understood the gentleman to say other 

countries besides our own. I did not know that he included 
our own. 

Mr. GLASS. Yes. 
Mr. HAYES. There is no question about that. 
Mr. BURNETT. l\Ir. Chairman, will the gentleman yield? 
Mr. HAYES. Yes. . 
Mr. BURNETT. Will it not be one of the effects of this bill 

that these various industries will be better enabled to buy 
bonds and speed up their indushies by securing loans of this 
kind at low rates of interest? And is not that one of the very 
purposes of the bill? 

Mr. HAYES. I do not see how they will . . They can secure 
all the loans· they need now at rea.Sonable rates of interest, and 
I will show directly, I hope, bow this bill will interfere with 
the prQsecution of the war. How are these bonds to be 'floated? 
Who is going to take them? Somebody must buy them. Where 
is this $500,000,000 tkat is to be paid by the Treasury to come 
from? It must come from the taxes or bonds sold by the Gov­
ernment to the people. That $500,000,000 used in the prosecu­
tion of the war woul<l go some distance toward helping to earry 
it on, and the two or four billions of these securities that 
would be issued by this so-called corporation will compete di­
rectly with the bonds issued by the Treasury ; and it is pro· 
posed to issue them at a higher rate of interest, so that it is 
quite likely that investors will be much more ready to take 
them than they will be to take the bonds bearing a lower rate 
of interest issued directly by the Government. 

Mr. SWITZER. Mr. Chairman, will the gentleman yield? 
Mr. HAYES. Yes. 
Mr. SWITZER. If they would put the interest rate higher 

now they would be taken? · 
1\!r. HAYES. These Gova'Ilment bonds? 
Mr. SWITZER. Yes. 
Mr. HAYES. Certainly; and at a lower rate of interest than 

they can be sold through this camouflage corporation; and, as 
I have already pointed out, the moral obligation upon the Gov­
ernment is the same as is the obligation for its own bonds, and 
this increased rate of interest will cost the Government of the 
United States a great sum of money before we are through 
with it, in my estilrration. It seems to me, therefore, that in­
stead of this corporation assisting in the prosecution of the 
war, by putting out bonds bearing a higher rate of interest 
than the bonds · issued and sold by the Government of the 
United States it will interfere with the prosecution of the war; 
and this $500,000,000 that is to be loaned out, instead of being 
used in the pr-osecution of the war, after it has been collected 
from our people in excessive taxes, or by selling bonds to our 
citizens, will be used for other purposes. In my' judgment, it 
should be used for the purpose for which it was collected, and 
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t.hat is the direct prosecution of the -war, and it should not be · 
loaned out to tlle great business intere ts of the country, which, 
I believe, are amply able to take care of themselves. 

Mr. GRAHAM of Illinois. 1\Ir. Chairman, '\~ill tlle gentleman 
yield? 

1\lr. HAYES. I do. 
l\Ir. GRAHAM of Illinois. You -were speaking.of ad\anccs t9 

industries filling war contracts? 
l\lr. HAYES. Yes. . 
Mr. GRAHAl\1 of Illinois. Have we not already enacted leg­

islation providing that the Secretary of War and the Secretary 
of the :Navy may ad\ance to such contractors 30 per cent of 
their contracts? 

Mr. HAYES. Yes; and they have done it in many cases. I 
do not mean that they have always done it, but they have done 
it in many cases. 

Mr. SWITZER. l\1r. Chairman, '\~ill the gentleman yield 
again? 

Mr. HAYES. Yes. 
1\!r. SWITZER. I have receh·ed a great many letters from 

constituents in my district wanting relief from the excess­
profits tax and an extension of time six: months longer. I am 
informed that the Secretary of the Treasury says it can not be 
granted; that be must have the money in payment in June. 
Why is it that these small ta:x:payers must pay promptly while 
$500,000,000 of this money is to be used by the big interests of 
the country? Why must they be given this relief, and no relief 
given to the citizens who want some temporary relief, although 
they do not ask for exemption from the payment of the.ir taxes? 

Mr. HAYES. The gentleman can answer that question as 
well as I can. I have already hinted that I think this law could 
not possibly be administered in n perfectly equitable manner. 
Some one has to decide which one of the interests will be 
:favored, which individual citizen or corporation shall be 
allowed the credit it proposes, and which one shall be denied, 
and there can not help but be inequities in it. 

There will be charges of favoritism. There will no doubt be 
favoritism, because everybody is human and every man will 
favor his friend before he will favor his enemy. He will favor 
those whom he desires to assist rather than those that be is 
opposed to assisting. Everybody would do it. Everybody knows 
it. So that is one of the things that this measure will bring 
into the governmental system of the United States. I believe in 
leaving the loaning of money to the business interests of the 
country whose business it is to loan money. The Government 
of the United States is not organized to make a successful 
national bank or central bank. They have not the force and 
personnel, now skilled and ready by years of experience, to ad­
minister a great loaning system like this-the force such as 
the banks of the United States have to administer such a sys­
tem in a business way. Such a system must be administered by 
men who have bad years of experience, who have come up from 
the ranks and have had experience all along the line. These are 
the men who are managing the great banks and loaning insti­
tutions of the country, and the Government of the United States 
has no such force. 

Besides all that, there is no public official charged with .such 
vast and numerous responsibilities as the Secretary of the 
Treasury, and who must now be obliged to spread himself 
out very thin, that can sufficiently devote himself to this busi­
ness to make a success of it. It can not be done. It is bound 
to be expensive to the United States. Inevitably many mis­
takes will be made. It can not be otherwise. I am not saying 
this in criticism of the Secretary of the Treasury, and least of 
all in criticism of the President of the United States, because 
neither of them can give any personal supervision to the opera­
tion of the proposed bank, except in the most cursory and 
superficial manner. 

Some bureaucrat not directly responsible to the people will 
have to decide the que~tions that come up for decision in the 
administration of this great business. He will decide who is 
to receive the favor of the Government and who is not; and 
as is done in all similar cases, the Secretary of the Treasury, 
or even the full board of directors of the corporation will 
approve his decisions, if these come to them at all, in only the 

·most perfunctory and routine way. 
Mr. MILLER of Minnesota. Will the gentleman yield for 

an inquiry? 
Mr. HAYES. I will. 
Mr. MILLER of Minnesota. Can the gentleman inform the 

committee, if it is known, who are likely to compose this 
board of four men? 
. Mr. HAYES. I have no more knowleuge than the gentleman 
has. 

Mr. MILLER of Minnesota. In the case of the Food Au­
ministration bill, we knew beforehand that Mr. Hoover was to 
be appointed. I thought it might be illuminating if we knew 
beforehand who were to be the wi e four, who were to enlighten 
the pathway of business. 

Mr. HAYES. · I have no knowleuge on that subject. The 
truth is, that this Government has been going so rapidly to­
ward paternalism, as it was called in the older days, that it 
is impossible to estimate the pace at which we are traveling. 
If we keep on with legislation of this character it will not be 
long until the Government of the . United States will not only 
be handling the railroads, will not only be handling all the 
transportation of the country, but wlll be doing all the other 
business that amounts to anything in this country. For one, I 
shall continue to use whatever influence I have against this 
tendency. I do not believe in paternalism. I do not belie:ve 
in socialism. I believe that this country is what it is because 
of the individual liberty and initiative that have been ·allowed 
to the individual citizen, and I want to see that system con­
tinued. I do not want to see things like this, that will crea~e 
precedents that will come back to plague us for the next hundred 
years, put upon the statute books because we are in a state of 
war and have an emergency upon our hamls, when my mind 
is not convinced that there arc npt other· and better ways to 
accomplish the desired results. 

Mr . .JOHNSON of 'Vashington. The gentleman is aware that 
every one of these new governmental corporations and bureaus 
publishes and sends out under frank, either daily or weekly, 
a newspaper which contains what it pleases to print, and at the 
same time the Government eJ::ercises a cen orship on privately 
owned newspapers. · · 

Mr. HAYES. I know that. 
Mr. BURNETT. I believe my colleague Yote<l for the Farm 

Loan System, did be not? 
Mr. HAYES. Is the gentleman referring to the last farm-

loan proposition? · 
Mr. BURNETT. I am speaking of the original farm-lo:m 

proposition. And was not that passed in time of peace? 
Mr. HAYES. Yes; but the Government of the United States 

does not loan money to the farmer· under the Farm Loan Sys­
tem. The Government only established the 12 farm-loan banks, 
which are to be financed by the sale of their bonds, baseil upon 
the real estate mortgages which the banks take from the farm­
ers to secure the loans made to them. That is very different . 
from the bill under consideration. I see no similarity between 
them. 

Mr. LONGWORTH. Will the gentleman yield? 
Mr. HAYES. Yes. 
Mr. LONGWORTH. The gentleman is making a very strong 

statement of his views, and he just now spoke of the danger of 
paternalism in this sort of legislation. May I say to the ge.p.­
tleman that my principal reason for being in favor of this bill 
is that, in my judgment, it will prevent that kind of paternalism 
which be fears and which I fear. I fear that without this bill 
it may be necessary for the Government to take over not only 
the railroads, but even the private corporations. 

Mr. HAYES. I can not discuss that 'vith the gentleman now, 
for I have not time. 

Mr. LONGWORTH. I think that is one of the mosf im­
portant features of the bill. 

Mr. HAYES. That is decidedly not my view of it. Now, I 
have another objection to this bill which to me is very funda­
mental. That is, that the bill seems to contemplate that the 
$500,000,000 to be supplied by the Government of the United 
States, or so much of it as is actually paid in, is first to be 
loaned out entirely, and that then the credit Qf the United States, 
or of thUI corporation, may be drawn upon. There is no pro­
vision here for any reserve fund by which this corporation 
would be able to meet Its obligation,~ as they mature. If that 
policy is pursued by the governor and board of directors of tbe 
corporation, the result will be that they will be comin~ here re­
peatedly for assistance from the Congress of the Unite<l States. 
If this bill ls .to become a law, I believe there should be a pro­
vision in it-and I shall offer such an amendment at the proper 
time-for a reserve fund to be kept in the treasury of this cor­
poration to meet its obligations as they mature. No loaning 
institution in the world that I ever heard of was ever success­
fully carried on unless it bad such a · reserve fund, and nearly 
all the statutes in this country which provide for banking or 
loaning institutions provide for such a fund in order that the 
corporation may be able upon demand to meet its .obligations 
as demands are made upon it. There is no such provision in 
this bill . 

Mr. WINGO.. Will the gentleman yield for a queitiou? 
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1\Ir. HAYES. Yes. here now, a Wal' finance corporation, unuer 1>luch it has already 
l\1r. WINGO. I understood the gentleman to make the state- Jssued $5,000,000,000 of national paper money? 

ment that under the provisions of this bill the corporation has Mr. HAYES. It has organized some ~ncb corporation, but it 
got to loan out its capital stock before it cnn issue securities. is not a 'Government corporation, finance(} by the Go\ernment; 
Did the gentleman mean to convey that impres ion? it is a priyate CQrporation. · 

Mr. HAYES. No; I diti not say that. I said the bill seemed Now, the way to provide for the emergency, in my judgment, 
-to contemplate that. There is no direct provision to that effect. is to amend the Federal reserve act so that, <.luring the war only, 

Mr. KITCillN. If the gentleman will permit me, I will say in a certain contingency the Federal r erve bank might dis-
that there is no such provision. count at least the direct obligation of the member banks when 

1\fr. HAYES. I do not say there is. In fact, I do not under- secured by collnteral for n short time only. The provision of 
stand it that way. the monetnry commission '\vas that only when the central bank 

Mr. KITCHli~. 1\Iost of the 1oaning will be by way of buy- therein proposed thought that the public interests required it, 
ing the bonds; and the amount of bonds to be issued, as pro- and when approved directly by the Secretary of the Treasury, 
vided in the bill, d~pends on the amount of actual cash paid in. should such loans be made. Now, wherB is the unsoundness 
It can issne only an amount equal to four times the amount of to permit this sort of thing to be done whenever the Federal 
capital actually paid in. If the Government should pay in the Reserve Board thought that the public interests required it nnd 
whole $500,000,000, then it would b€ authorized unde1· the bill their judgment is directly and affirmatively approved by the 
to issue $2,000,000,000 of bonds; but if it is paid in in install- Secretary of the Treasury? 
ments of, say, $100,000,000, when the first $100,000,000 is paid _ Ur. \VINGO. Will the gentleman yield? 
in it would be authorized to i sue only $400,000,000 of bonds. 1\lr. HAYES. Yes. 

Mr. HAYES, But the gentleman from North Carolina [Mr. 1\Ir. WINGO. The gentleman proposes, after stating his op-
Krrcnrn] individually, at least, would not object to a provision position to the present plan, to meet the situation by extending 
in the bill that would require a certain percentage at least of the Federal reserve act to permit the issuance of notes--
cash that was paid in to be kept as a reserve. fund as a matter Mr. HAYES. No. 
of safety? ::Ur. WINGO. Well, I withdraw that which proposes to amend 

1\Ir. KITCHIN. I should not think it was necessary, under it so that the Federal reserve bank can ill count the paper with 
the provisions of the bill, for that to be done. this as a collateral. 

Mr. HAYES. I think it is. Mr. HAYES. That is the proposition. 
Mr. KITCHD.~. That would not be needed, because they Mr. WINGO. Will the gentleman explain whnt will be the 

would have the securities. difference in effect of doing that and what is proposed by this 
Mr. HAYES. The securities might not be sufficiently liquid bill? 

so that they could be sold quickly enough to meet the demands 1\lr. HAYES. I will if the gentleman does not see it. There 
that might be made on the corporation. is a va-st difference. I would not permit the banks to issue 

1\Ir. KITCHIN. The only thing the corporation would be in- notes on such paper, but would only rediscount and give a 
terested in selling in the :first inStance would be its bonds. ·credit balance. 

Mr. HAYES. I know, but they are coming due-- 1\Ir. GLASS. Will the gentleman yield? 
Mr. KITCHIN. In from one year to five. 1\!r. HAYES. Yes. 
Mr. HAYES. Suppose they are issued for one year, and the Mr. GLASS. Could not the .credit balance be in;;;tantly trans-

one year rolls around. formed into currency? 
1\lr. KITCillN. The notes and securities given far these 'Mr. HAYES. It could not if the lnw did not permit it. 

bonds will be payable in less time than that. Mr. GLASS. But it is automatic. 
Mr. HAYES. True, but the interest hns to be paid. Mr. PHELAN. Will' the gentleman yield? 
Mr. KITCHIN. And if the notes are not paid the securities Mr. HAYES. Yes. 

can be 'foreclosed. Mr. PHELAN. Is there not us much danger from credit 
Mr. WINGO. Will the gentleman permit an interruption? inflation as there i-s from currency inflation? 
Mr. HAYES. Yes. 1\Ir. HAYES. Yes; and more is to be feared from credit 
1\fr. WINGO. Will the gentleman suggest in a general way inflation, because such inflation is more insidious; it is not 

how he would provide for it? generally known by the people at large, until its evil effects 
1\Ir. HAYES; I am just proceeding to do that now. appear. 
Now, I do not want to be here us a critic of this legislation Mr. GLASS. What is the benefit of it if it could not be trans· 

without having something tangible and practical to propose. ferred into currency? 
What I should do if left to me in this emergency would be to 1\fr. HAYES. There is plenty of currency. There is no 
amend the Federal reserve act slightly, so that the necessary trouble about that. More currency can be issued than the conn­
relief could be handled through that institution. I know that try would demand, as the law now is. We have $2,400,000,000 
some of its friends-and it has no greater fr-lend on this floor in gold in the Treasury of the United States, more than half of 
than I am-will object to that, 'but every central bank in the it now belonging to the Federal reserve banks, and another btl­
world extends accommodations to individuals and to corpora- lion 'Outside. Upon that we can base all the currency and credit 
tions upon paper secured by collateral security. Even the necessary to do the business of th1s country. England, ·with 
central bank in Germany, which insists on its notes being based scarcely a quarter 'Of that amount, has been able to do all that 
on short-time commercial paper, makes rediscounts on paper it has done; raised and spent $28,000,000,000 since the beginning 
secured by collnteral security. So does the Bank of England. of the war, and in spite of that wonderful expenditure the notes 
So does the Bank of France, and every other central bank or of the Bank of England arB at par everywhere in the world, 
reserve institution in all the world. and sterling exchanged is at par all over the world. Can we 

The Government of the United States, since I have been a not do ·as well? They have not been obliged to organize any 
Member of Congress, appointed a nonpartisan monetary com- such " camouftage" proposition as this in orcler to do it. 
mission, having upon it some of the best financial ability from Neither need we. We can use the agencies and instrumentali­
botll political ·parties~ provided for the rediscount of loans se-- ties that we have, and with all of this gold in our possession, 
cured by collateral security. the like of which was never seen in the history of the world, for 

Mr. GLASS. Will the gentleman yield? no nation in the world ever had a billion dollars in its reserve 
1\Ir. HAYES. Y.es. institutions . or central bank, while hBre in the Treasury of the 
1\Ir. GLASS. \Vill my colleague state to the House what is United States we have to-day $2,402,000,000 of gold-and can 

the duration of the current loans by the Reiseh-sbank? w~ not, with all that gold, do just as well as England? 
Mr. HAYES. I have not seen it lately, 'but the duration is Mr. GLASS. But to whom does that gold belong? That 

nsually very short. does not belong to the Federal reserve banks. 
Mr. GLASS. It is only 28 days. Mr. HAYES. Of course it d-oes not. 
1\lr. HAYES. They discourage that sort of thing. Mr. GLASS. It does not belong to the Government of the 
Mr. GLASS. But I thought thnt the gentleman said, or I United States. It belongs to the people who bold the gold 

inferred from the tenor of his remarks, that the central bank of certificates. 
Germany encouraged loans of this kind. · Mr. HAYES. All right. The gold certificates can be retired 

Mr. HAYES. No; that is not true. The Reisehsbank discour- and the gold can become the basis of credit, ns it should be. 
ages such rediscounts, but they have always, in time of _pence Mr. GLASS. How are you going to get the gold in the United 
and war, constituted a large per cent of its business. States Treasury except by seizure? 

Mr. GLASS. Is it not a literal fact that the Government of Mr. HAYES. Why, the gentleman knows .that the Secretary 
Germany has established just such a system n:s i-s proposed of the Treasury can put it out any time h~ chooses. 
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l\lr. GL.A.S. : Put it out for something. · Mr. Ct RD. But it seems to. me that the gentleman is pro­
nr. ll.AYE '. D po it it wiih tile Federal reserve bank · or posing to tie up to the Federal Reserve System the T'ery unsouml 

''ith any bunk he wants to put it, eYen pay it out on GoYeru- propositions that he is criticizing-. 
ment contracts. 'There is no difficulty about that. l\Ir. HAYES. No; .I am not~ 1i am p-roposing to modify the 

:Mr. 'WINGO.- Here is one thing that I am trying to get :..tt. Feueral Reserve System to the ·extent that -wil1 put it upon the 
As I understand the gentleman, he has gone on and lllll..de cer- same basis with all other reserru systems. I a.m. p-roposing to 
tnin objections to this plan, and among tl'lem were these~ Tilltt grant to them the sam p.Tivileges only that are granted to all 
you were going to undeJ:take to pennit a "rent reservoir of other reserve systems in the world and under the sa.rne restric­
credit to be absoi·bed by big busine , with the Government back- ti0c.ns and safeguards that the i\I(i}.netary Commission proposed 
ing it up_ That is one objection. · in its report to the Congress af the United State some ei<Tht 

1\Ir. HA.YE ~ Yes. years ago. I can not see that there will be any different effect 
Mr. WINGO. Another objection is that you run·e an inflation . upon the Federal Reserv~ System whether the Federal reserY 

of credit. bank are allowed to discount the obligations: of the lmnks and 
Mr. HAYES. I have not said so, but of course this is a. great trust companies secured by collateral or whether tllis propo ell 

inflati-on measure. It may be that in this crisis we ha:n not be corporati<m issues its bonds for· these obligations of the banks 
nhle to prevent in:tlution, but r want it on the safest basis that- and trust companies :..tnd then such obligations, secured by the 
we can get it on. bonds of the corporation, are allowed to be discounted by the 

1\Ir. ·wiNGO. Will there be any diffeTence in the volume- of . Federal reserve banks. The difference, so far as the effect 
credits outstanding under this bill and under tl1e gentleman's upon the reserve bunks is concerned, is only a difference be­
plan? tween tweedledee and tweedledum. To do it in the direct way 

Mr-~ HAYES. That all depends on how the c.o.rporntion is that I suggest will remove the necessity for this expensive cor-
managed. poration, with its unsoundness and defects,, some of which I 

:a1r. WINGO. That applies in eve:ry cnse.. If you have it is- have tried to point out. The following is my suggestion in con· 
sued under the supervisi:<ID of. one corporation. or under the super- crete form: 
vision of another corporation, will not the effect on the credits That section 13 of tile act approved December 23, 1913, kno,,·u 
of the country be tile same-? · as the, Fede-ral reserve act. be, and the same is hereby, amende() 

1\Ir. HAYES. No; beca.l'J.:Se under the plan. I suggest they wiU by adding at the end of said section the foUowi.ng~ 
he issued on a business basis~ along the regular lines that we '" Pr:ooideil f1.trthel·~ That during the period of the present war 
have every day in time of peace, and the other, •vili be along -with Germany and for six months thereafter· only, and under 
ex:trn.ordinary lines by men. wbo can not be familiar with the such ru:les :..tnd regulations as the Federal Reserve Board ID..<ty 
great task they will be called upon to perform. p.r:escriDe-, wh~never- iil the opinion ot su.ch board the public 

Mr. WINGO. The Federal Reserve System is esta))lished for interests so require, such opinion to be expressly concuned in 
the: prime purpose of meeting, the credit need of the country. by the Sec-reta1·y o-.t the Treasury, any Federal reserve bank 

. Wo.u!d not the gentleman destroy that and tn:rn. it into n system may discount the direct obligations of' member banks when a.c­
to furnish credits for t11e investment of the country instead of companied by adequate collateral security, such obligations 
the current business? having a maturity of r:ot more than 90 days,. exclusive of dny 

Ur. HAYESr No; I would not I would only give sho.rt- of grace. Sueb rollateral security shall consist only of suc.h 
time loans, as I W<Tuld in any other case.. This Federal Reserve bonds or stocks as shall be approved from time to time by the. 
System has been heralded all over the country as a. great systemr · FederaL ReseJ:Ve :Board and shnll be accepted as such securlty 
as a great creation, which I also claim,. but it is created to at not more than 75- per cent o.f its actual market value." 
meet emergencies as they arise in the histor-y e:f the country. ' The CHAIRMAN. The time of t11e gentleman has e.xp.ired. 
When an emergency arises, if we have to go outside of the Mr. MOORE of Pennsylva.nia. Mr. Chairman, I ask ro be 
Federal Reserve System in order to finance our industries :md advised when I have spoken 30 minutes. 
keeP' our corporations and manufacturing establishments run- The CHAIRMAN. The gentleman :fro.m Pennsylvnnia is 
ning; then this great praise that the Federal Reserve System has :recognized. 
received i& not fully justified; but I do not believe it. I say Mr. MOORE of Pennsylvania. Mr. Chairman,. I do not 
that if it is handled right and ' tbe gold JVe have in this: country wonder the committee is concerned over this bill. It is n most 
is handled right and our resources and everything that we unusual measure. It is extraordinary,. and would not have 
have in this country are ·handled as. other n-ations handle been th~ht of or considered except f~ the emergency of the 
th~irs there is no need of this sort o:f thing at all. 'Ve can -war. It could not have had the sanction of the Congxess ex­
take care of this war and prosecute it a.nd spend any amount eept as a. war measure. As to this, at the- outset of my :re­
tha.t may be nece sary, and there- will not be any trouble about marks Tam obliged to take friendly issue with my distinguished 
people getting all of the assistance and all of the credit to friend' from North Carolina [1\.f.r. KITcHIN],.- the chairman ot 
which they are entitled. That is my judgment. the Committee on Ways and 1\.feans, concerning the "unanimity" 

lli. GLASS. The Federal Reserve System I submit was not with which he sa.id this bill was p3.Ss:ed by the Committee on 
established to meet emergencies based on absolutely nnsoUJI.d Ways and Means and brought :rnto the House. It is true the 

- financial operutions. And so far from having transactions Republican minority did not oppose this measure. It labored 
contemplated by this. bill carried through the Federal Reserve with members of the majority to bring forth--
System as normal tt:msactions, tile Banking and Currency Corn- 1\fr. KITCHIN. If the gentleman will permit--
mittee has proposed, and the 'Vays and Means Committee has Mr~ MOORE of Pennsylvania. I will. 
accepted, a proposition to apply a differential tax upon these l\1r. KITCIDN. The gentleman must either have miscon· 
transactions and not let them go into the Federal Reserve sh·ued what I said or I must have said something l did not in­
System except upon a penalty. ten.d to- say. But what I did say or intended to suy and what is 

Mr. HA...YES. The gentleman Irnow that I approve of that.. a fact is that this measure was reported unanimously as the 
1\lr. GLASSr But the gentleman is arguing now directly wisest measure, in our judgment, under the circumstances. It 

again t that sort of proposition. was voted on and reported out purely as an emergency meas-
1\Ir. HAYES. No; the gentlemn.n does not understand me. ure, a wm: measure, and I think I . said that no man on the 

I am not in favor of making roans like the loans made or committee and perhaps no man in the House could favor such 
proposed by this corporation through the Federal reserve a bill or the principles of such a bill in time of peace, and it 
banks. I am not in favor of making any loans of that sort could only be justified as n.n extraordinary measure in this ex­
through the Government or the Fede:ral reserve banks, either, traordinary wm·. I have not seen anybody here or elsewhere 
I clo not believe it is necessary, at least it is not now necessary. who would indorse the- principles of this bill as a permanent 
If the time should come in the prosecution of this war when men.sme, as a. measure in time of peace_ This was the thought 
it is necesssm1 y to put the whole force and credit of the Gov- entertained by all the committee, both Democrats and Repub­
ernment behind. the industries of the country, I should not licans. That was what I intended to say. 
hesi.tate to do this, because I feel th::t.t every American desires l\Ir. MOORE of Pennsyl\"ania. It is pleasing to have the gen­
nbove all things that this Government may bear itself with tleman from North Carolina make that statement, because, at 
honor and come out Qf this war with credit to itself and to the outset of his remarks presenting this measure. the- impres­
its citizenship,. and, if :possible, secure the results that we are sion pFevailed that tbe minority of the Ways and Means Com­
fighting for. [Applailse.] mittee had,. in a measure. tumbled over itself to be. with the 

But I think we have not come to the point yet where that is majority to seeure its. passage. That, of course, was not the 
nece~;sary, and I would postpone it to the farthest day; at least fuct. and I am very glad to have the gentleman from North 
I would hesitate to do things that I know are unsound, that I Carolina confirm my statement. 
lmow nobody would think af doing in time of pe:tce, that I know The truth of the matter is that both Democrats and Repub­
will plague us in the future-, no matter how wi ely they may be licans on the Committee on 'Vays and Means felt that a tre­
adruinistered, until the pressing need is upon us. · rnendous responsibility was being placed upon them. 'Ihey 
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wP.ighed this matter carefu.Uy for weeks, doing the best they 
cculd as patriotic American citizens to respond to what appeared 
to be a Government need in this regard. It was a case of doing 
that which was best; not that which was politic only, but that 
which was patriotic and best under the circumstances. For 
such reasons the minority of the Committee on Ways and 
Means, as I belie\e, agree to permit this bill to come upon the 
floor without an adverse report. 

I repeat, it is an extraordinary measure. A.s originally pre­
sented to the House by the gentleman from North Carolina, the 
bill contained- a preamble that epitomizes its purposes better, 
perhaps, than any of the witnesses have done. It reads: 

That for the pru·poses of aJl'ording financial assistance, either directly 
or indjrectly-

Bear this in mind and appreciate the significance of it-
to persons, fi;ms, corporations, and associations whose operations are 
necessary or contributory to the prosecution of the war in cases where 
such persons, firms, corporations, or associations shall be unable to pro­
cure funds-

Unable to procure funds, remember-
on reasonable or practical terms from the general public or through the 
regular banking channels, and for the purposes of regulating and con­
trolling the sale or subscription of securities hereinafter authorized, and 
·for other purposes in alding the war-

And so forth. It was in the minds of the gentlemen at the 
Treasury Department who framed this bill that the corporation 
to be created should have the power to raise money to be _loaned, 
to banking institutions, yes; to Federal reserve banks, yes; and 
private bankers, and also to individuals, firms, and corporations 
who could not obtain funds through banking channels in the ordi­
nary way to conduct business for the purpose of promoting the 
war. There is the statement of the case and therein is the answer 
to the gentleman from California [Mr. HAYES], who has just 
spoken and who is insisting that this business should be done 
through the Federal Reserve System. 

The gentlemen who framed this bill had that very question 
in mind, and in this preamble, which has been stricken out of 
the House bill as being not altogether proper legislative form, 

. they set forth their purpose which frankly and boldly was to 
enable a corporation, to be known as the "War. Finance Cor­
poration," through an appropriation to be made by the bill, an 
appropriation of $500,000,000, and through funds to be raised 
through the selling of bonds, to do what? ·To lend money on 
transactions coming up through Federal reserve banks, to lend 
money to private hankers, to lend money to banking corpora­
tions, and, further than that, to lend money to individuals or 
to corporations who are unable to obtain money through the 
regular banking channels if such individuals, corporations, and 
so forth, are conducting business contributory to the war. The 
gentleman from California may be right that the Federal Re­
serve System is capable of handling all this business. I had . 
hoped that that was the situation and brought that question up. 
The answer of the Secretary of the Treasury and the answer of 
the vice governor of the Federal Reserve Board is in the 
hearings. 

These gentlemen have spoken upon that subject, and it is their 
opinion that this business, which is new war business, should 
be disassociated from the Federal Reserve Bank System. 

Mr. CAMPBELL of. Kansas. Will the gentleman yield? · 
Mr. MOORE of Pennsylvania. Yes. 
Mr. CAMPBELL of Kansas. Do the hearings disclose the 

number of industries that have encountered difficulty in financ­
ing their enterprises'.? 

1\Ir. MOORE of Pennsylvania. No; they do not disclose those 
industries in number. 

1\ir. CAMPBELL of Kansas. Were there any business enter­
prises appearing before the committee that showed the necessity 
for this legislation? 

Mr. MOORE of Pennsylvania. Certain hypothetical cases were 
stated by the Secretary of the Treasury. 

Mr. CAMPBELL of Kansas. Were any business men or heads 
of enterprises before the committee? 

Mr. MOORE of Pennsylvania. There were no business men, 
except several Members of Congress who are business men, be­
fore the committee, but the committee was informed that the 
chairman had extended general invitations to the bankers and 
other people interested to come before the committee and be 
heard.. There was no response, I will say to the gentleman, 
from any banker of any distinction. They seemed to prefer not 
to appear before the committee, and to that extent the commit­
tee was at a disadvantage, but the impression was that the 
banking interests of the country favored this measure. 

Mr. CAMPBELL of Kansas. Did the business interests of 
this country request this measure ? 

Mr. MOORE of Pennsylvania. J udging from certain state­
ments mndc; yes. 

l\1r. C.A.....l\1PBELL of Kansas. By business men ? 
Mr. MOORE of Pennsylvania. By the Secretary of the Treas­

ury and the vice governor· of the Federal Reserve Bank System, 
speaking for bankers and business men. 

l\1r. CAMPBELL of Kansas. Did their examination show 
that business concerns required cap,ital that they could not get 
through regular banking channels? 

l\Ir. l\.IOORE of Pennsylvania. Their testimony certainly did 
show that there was need for this legislation. 

l\Ir. CAMPBELL of Kansas. Hypothetical or actual? 
l\lr. MOORE of Pennsylvania. One case was mentioned in 

confidence; it has since been referred to in the public prints. 
It was stated to the committee that the railroads would need 
more assistance. If I have time I will go into that mo~·e fully. 
I shall narrate some of the instances in which assistance was 
desired, but, speaking broadly, I will say that it was contem­
plated that assistance should be rendered not only to railroads, 
not only to munition establishments, not only to public utilties 
generally, not only to concerns including water-power com­
panies, but also to individual concerns and to farmers, if need be. 
The assistance proposed was to run down the line, according to 
the business and banking judgment of the gentleman who should 
be in control of the corporation. They were to take into account 
the war emergency need of these various interests and concerns 
that sought assistance. 

Mr. SWITZER. The Secretary of the Treasury requested 
$4,000,000,000 for extension of credits, did he not? 

Mr. MOORE of Pennsylvania. He did. Eight times the 
amount of the capital. 

l\1r. S'VITZER. And your committee reduced that to $2,000,-
000,000? 

Mr. MOORE of Pennsylvania. It did. 
Mr. SWITZER. Now, upon what facts before the committee 

did it take such action to reduce the $4,000,000,000 to $2,000,- . 
000,000? 

Mr. MOORE of Pennsylvania. Because it was stated to the 
committee that perhaps the entire eight times $500,000,000, 
which was $4,000,000,000, plus $500,000,000 in the aggregate, 
might not be needed. 

Mr. SWITZER. Did the Secretary of the Treasury say any­
' thing about assisting farmers? 

Mr. MOORE of Pennsylvania. Yes. I will come to that. 
Mr. PLATT. I have read the hearings over and I was present 

at some of them here as well as in the Senate, and I do not 
recall seeing anything in them where the Secretary of the 
Treasury or anybody representing the Federal reserve bank 
said that the Federal Reserve System could not handle this busi­
ness. 

Mr. MOORE of Pennsylvania. I might as well refer to that 
now as at some other time, because the gentleman from Cali­
fornia [Mr. HAYES] has left that matter in the minds of the 
gentlemen present. The Secretary of the Treasury said : 

The Government's borrowings, particularly during the period immedi­
ately preceding and following each liberty lo~n. have tended to preempt 
the credit facilities of the banks and often to prevent them from giving 
needed and customary help to quasi-public and private enterprises. 
Many instances have been brought to the attention of the Secretary of 
the Treasury and of the Federal Reserve Board where industrial plants, 
public utilities, power plants, railroads, and others found it difficult, if 
not impossible, to obtain the necessary advances to enable them to 
perform vital service in connection with the war, because essential 
credits ordinarily available to them are being absorbed by the Govern­
ment itself. 

Now, there is a fact that I hope to leave with you for a moment, 
that the Federal Government which is lending money to OUl' 
allies, which is making vast expenditures on war account in this 
country, is draining the financial resources of the country, of 
the banks, of the b·ust companies, and of the savings funds, in 
order to place the liberty loan which is to keep the wheels going, 
and that it is about to place a third liberty loan, the drive be­
ginning on April 6, when new demands, for an amount not yet 
stated, but estimated to be upwards of $3,00Q,OOO,OOO, will be 
required from the banks already having numerous Government 
bonds in their vaults. That drive will necessarily contract the 
power of many of the banking institutions to lend. 

1\fr. PLATT. That, of course, is true; but the reason why the 
Federal Reserve Bank System can not handle it is because the 
Federal reserve banks are not allowed to discount notes based 
on collateral security. Suppose they were allowed to do it, bas 
anybody said they would not be able to handle the situation? 
I do not say that I am in favor of that, but nobody has said 
distinctly that they could not do it if allowed to do so. 

Mr. MOORE of Pennsylvania. I will quote the Secretary of 
the Treasury a little further on that : 

The Federal reserve act does not provide for these and the War F i­
nance Corporation is designed as a war emergency to fill this gap. The 
provisions of the Federal reserve act which permits Federal reserve 
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l·rnks to rediscount and purchase commercial p per and paper .securell 
by the Go-vernment's obligations ha-v~ had the c.trect of forcmg the 
banks to discriminate against loans on lneligible paper-

Now, hear in mind that matter of discrimination. 
1\Ir. PLATT. Suppose the law was changed. so that they were 

not :forced to do so. 
:Mr . .MOOnE of Pennsylvania. "'ait a. ruo1 ent until I finish 

what the Secretary says: 
ETcn where S11Ch loans are '\itally necessary for war purposes in 

1'avor of loans on commercial ,paper; even where they II'epresented 
nctirlties or enterprises not related to the war ~nd which might well 
be wrtailed during the period of the war. It is believed that the pro­
posed !Jill has been WJ.dely and conservatively conceived as a war 
measure to glve relief fl·om this condition during the war. 

Mr. PLATT. The point I want to make "is just this: The F-ed­
Cl'al reserve members, including Mr. Warburg and others who 
appeared before the committee, and the Secretary of the Treas­
ury himself, 'gave th~s their indorsement as a separate war 
institution because they -did not want the business to be thrown 
into the Federal reserve bank. But they tlid not say that the 
Federal reserve b~mk could not take care of it. 

1\lr. MOORE of Pennsylvania. They intimated that it w"Oulu 
be very dangerous to throw this business iuto the Federal re­
,. rve bnnk...,, and Mr. "\Varburg indic!lted that it would destroy 
the system. 

Mr. PLAT';['. But it was shown that th(' banks in Europe 
<lid that. 

Il!r. MOORE of Pennsylvania. 011, tha t is worrying the 
gentleman--what the banks in Europe have done? 

1\Ir. PLATT. I share 1\l.r. Warlmrg's view on this point, but 
I do not think that anybody has said that the F-ederal reserve 
bank could not handle this business. 
· Mr. SNYDER. 1\lr. Ch::lirman, will the gentleman yield? 

Mr. MOORE of Pennsylvania. I will in a moment. In com­
mittee I asked Mr. Warburg this question: 

Mr. MoonE.. The Federal reserve bank is undoubtedly a fixed institu­
tion, and some of us are inclined to think it is as close to a eentral 
bunk as ever the United States Bank was. 

Mr. WAUBURG. None of this sbculd ever go into the Federal reserve 
banks. Indeed, all that we provide now is that during the war, and as 
long as these obligations are oui;sta.nd1ng, the Federal reserve banks 
may discount the paper security of these banks. We have not given the 
Federal rese:ITe banks any larger powers than that. If this corporation 
wl~hes to go out of busines , th~e will not be any {)ther instrument 
that can do this business. I am very much opposed to haTing any {)! 
these powers go into the Federal Reserve System. 

Mr. MooRE. You make that statement as a financier? 
Mr. WAllBURG. Yes. I want to be quite clNtr in regard to that propo­

sition. The rediscounts, as proposed, I am in favor of. But the power 
to grant loans on bonds and st{)cks, and make direct loans to eorpora­
tions ln need, that I do not want the Federal reserve banks to enjoy. 

Mr. MoonE. That would have an unfort1mate -effect upon the existing 
banking institutions throughout the country, would it not? 

Mr. WARBURG. If it were done, or not don-e? 
Mr. MooRE. If this corporation were to do a direct discount business 

with the public. 
Mr. WAnnuno. It would be mOI"e than a cliseount busine-ss, because U 

would be buying securities ; it would be making permallent th-e-year 
loans. If we were to put that power into the Federal "Reserve System 
w-e would destroy it. 

In other w<>rds, if I understand this 'Proposition at .all, it 1s 
to give relief to the Federal reserve banks so tlult they may 
hold on to their present business and expand their credits. 

Now, I want the gentleman from New York [Mr. PLATT] und 
the gentleman from Cruifornia [Mr. HAYES], and the gentle­
man from Pennsylvania [Mr. M.cFA.DDEN], who is going to .op­
pose this bill, to bear that in mind when discussing this bill in 
their own time. My understanding is that in order to give th(:' 
Federal reserve banks the power of expa.nslon-I will not say 
inflation; that may come along m due course-it is proposed ro 
organize a corporation that will create n larger cir.cula.ting 
medium and affOl'd relief to war industries the bankl can oot 
or will not accommodate. 

Mr . .SNYDER. Now, wil1 the gentlema.n yield! 
Mr. MOORE of Pennsylvania. Yes. 
Mr. SNYDER. Hus not the gentleman overlooketi the fact 

that within the next few months or so we must J)ay ~2,500,000,000 
of taxes into the Go\ernmcnt, and is it not fair t-o propo e thnt 
this is to assist that operation? 

Mr. MOORE <>f Pennsylvania. Yes. It has a great deal to 
do With it. We are approaching, I will not say a money crisis, 
but n money stringency, .as things ru:e now going in conn«tion 
with our war demands. 

Mr. SNYDER 'Ve are ap_proaclling a money crisis unless 
this bill or some other similar bill is pnssed whereby this -vast 
amount of tax cn.n be paid in on the basis cl oue or two -or 
three or more payments in the yP..ar. . 

Mr. MOORE of Pennsylv.ani.a~ That is a matter that the 
m.mittc on Ways and Menns will no doubt take 11p in due 

('nnr~ P.. Tlle question of paying tax~ in in.stallments lm..s been 
illscu:. ed, and there may be a great deal of merit in it. · I d() not 
.want to be <liTerted to that question nt this time, how·e\er. It 

is i:rue that men in business, even · those who are supposed to be 
making vast smm; of rnon<!y in the l.lltl.nufacturc of munitions, 
are having difficulty in getting all the money they want for 

· furtllering war ent-erprisE'S. -
Mr. SNYDER. On Saturday I spoke with a banker in the 

city of New York, and was told by the vlce })resident of a bank 
that he had ..a friend across the way who had a large business 
and had a million dollars to pay in taxes, and that he had been 
in there that morning ende::rvoring to Ta.ise the whole amount 
on n loan. 

l\fr. MOORE of Pennsyl\ania. The gentleman has dted one 
case. I will cite another, because of the speech made by my, 
distinguished friend and colleague from Michigan [Mr. Fomr 
1\TEY], who had the floor on Saturday. The gentleman from. 
Michigan stated his im.)Jression that the sole purpose of this 
bill was to lend money to the railroads. Ur. FonDNEY may not 
haYe stated it quite so sb·ong, but the tmpression left here was 
that railroads mostly were to be favored by this legislation. 

Now, the gentleman frpm New York [Mr. SNYDEn] cites a 
case wherein a business man has difficulty in securing money to 
pay taxes. I could fill the REcoRD with cases of this sort, but I 
am going to call attention to the very important matter of the 
maturing obligations of the Kew York, New Haven, and Hart­
ford Railroad Co. For present purposes I do not care whether 
somebody un1oaded on the comJ)any or not. There are plenty of 
utility companies in this country, perhaps, which have had bonds 
put out on the market and sold below par that might now be in 
position to deri\e some adv-a.ntnge from this bill. I am not 
excusing their faults, but if any such companies are doing war 
service. I do not want any of them to go into the hands o.f re­
ceivers at this critical time. I do not care what the i.mpres!'lion 
of the public is regarding the New York, New Haven & Hart­
ford Railroad Co. at this particular juncture of the war, I 
would prefer not to see it go into the hands of receivers. I 
would prefer that the banks that are supporting it now should 
be supported, because if one bank goes, another goes, and hm·e 
in the midst of a war crisis we would haTe trouble on our hands 
approaching a financial panic if relief was not afforded. 

The New York, New Haven & Hartford Raih·o.a.d Co. llas 
been constantly referred to as one of those concerns that might 
be assisted by this new corporation. I do not know whether it 
will be or not, but it is interesting to note as we go on just how 
these things develop. There was a meeting in New York on 
Saturday last-- · 

:Mr. JOHNSON of Washington. It could be assisted under 
the railro.a.d bill just passed, could it not? 

1\.fr. MOORE of Pennsylvania. It could, and it e<>uld be 
assisted unde1· this bill. This bill will assist rnilroad corpora­
tions as well as otber corporations Umt arc contributing to­
ward the success and progress .of llii::~ war. A meeting W1l.S 
held in New York City on SatuTday and reported in the news­
papers on Sunday. Among those who attended the conference, 
if the newspaper reports be true, were Howard Elliott, repre­
senting the New York, New Haven & Hartford;. Thomas W.· 
L-amont, representing J. P. Morgan & Co.; Robert Winsor, of 
Kidder, Peabody & Co.; and A. J. Sheldon~ of Lee, Higginson & 
Co. Those gentlemen, yon understand, are all distinguished 
banlrers. 

" It was ascertained after the meeting," the 1·eport goes, " that 
no plans were being made by any banking syndicate to take u:p 
the maturing New Haven notes." That wus no small matter 
in the banking world. Now, in yesterdn.y's newspapers appears 
anotl1er report, I quote the following newspaper dispa.tch 
from Washington : -

WASHINGTON, March 1G. 
Means of meeting tlle New H:~ovcn Railroad's $43,000,000 one-year 

notes maturing April lo was taken up to-day with John Skelton Wil· 
Iiams, dir-eet<U' ot the railroad .administration's division of finance, by 
Howard Elliott, of the New Raven, and .a committee of directors. No 
conclusion was reached and the conference will be continu~d. 

Directox Gener!ll Mc.A.doo is .anxious to 'have the New Haven meet 
the obligations {)D its own responsibility without specific Government 
aid, but also wishes to maintain the eompany's credit. 

Here is a great railr<>ad conferring with the greatest bankers 
of the world, and receiving no encouragement, according to this 
announcement. What is it? Is it extraordinary rates of interest? 
Is it lack of secwities! What is it? .A;fter -conferring with 
these gentlemen in New York the president of the railroad comes 
to Washington and IIIeets the Comptroller ·of the Treasury, and 
the matter is there discussed. NowJ I am not sure whether this 
bill is intended to meet a situation like that, but I assume it is, 
and I assume that if the New York, New Haven & Hartford 
Railroad Co .• or nny other railroad company doing an essential 
war businessJ us this road 'does, and without which this country 
would be in great distress to promote the war, could -qunHf_y 
uuder this bill it would obtain assistance.. 

. Mr. 1\INSLOW. Will the .gentleman :deld? 
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1\Ir. 1\IOORE of Pennsylvania. I yield to the gentleman from 
Massachusetts. 

Mr. WINSLOW. If I am correct, the gentleman stated a little 
earlier in his remarks that the country was approaching a 
financial stringency, to put it mildly. 

Mr. MOORE of Pennsylvania. By that I meant to throw out 
no scnre. I am not authorized to do that, and would not do it. 
I said that very soon there will be a new issue of liberty loan 
bonds, that necessarily will call in a great deal of money, and 
mnke those bankers who prefer liquid assets move. about rapidly 
to get the necessary funds to do ordinary business, and espe­
cially ~·ar business. 
. Mr. WINSLOW. Accepting that as the gentleman has stated, 
in view of the great amount of liberty bonds now in the banks 
of the country on loans, and in view of the new issue about to be 
soW, would it not be to the advantage of the country if payment 
of this tax money, due next June, could be made in partial pay­
ments? 

Mr. MOORE of Pennsylvania. I have just answ~red that 
a.uestion. I do not see how that cah be done easily. There 
would have to l>e legislation on the part of Congress, and I see 
no indication on the part of the Ways and l\Ieans Committee 
to amend the revenue law for the present. My personal judg­
ment is that it might be well to permit the payment, at least of 
the heavy taxes soon to be due, in installments, spreading them 
·over a period of time, rather than have them all come together 
at one time. 

Mr. WINSLOW. Now, to go a step further, and based on the 
gentleman's remark, would he feel that the fact that the 'Vays 
and Means Committee had not yet considered it and that it 
needed legislation to bring about such a result would be any 
considerable hindrance, in view of the "\\ay "\\e take up legisla­
tion- these days? 

Mr. MOORE of Pennsyl"mnia. As one member of the Com­
mittee on Ways and Means I have no objection to taking it up. 
Bills have been presented to the House, and there is quite a 
propaganda now favoring the passage of a bill permitting_ the 
payment of taxes in installments. 

The CHAIRMAN. The gentleman has consumed 30 minutes. 
Mr. MOORE of Pennsyln1.nia. I yield to myself 10 minutes 

more. 
Mr. JOHNSON of Washington. Will the gentleman state 

why when these bonds are issued by this great corporation 
they should not have the absolute 0. K. and guaranty of the 
United States Government. 

Mr. 1\IOORE of Pennsylvania. Yes; I will tell the gentleman 
why they ought not to have it. This is a new and separate 
financial enterprise, in which the Government in-rests $500,-
000,000. The Government thus does its part in starting the 
enterprise. It should not be responsible for these corporation 
bonds any more than it should be responsible for the bonds of 
the Philippine Railroad. And the purchasers of the bonds, 
who get a higher rate of interest than is paid for liberty-loan 
bonds, should be so informed. 

Mr. JOHNSO~ of Washington. It is a Government enter­
prise, however. 

Mr. MOORE of Pennsylvania. It is not a Government enter­
prise except as the Government appropriates $500,000,000, which 
is all it should be called upon to lose, if it loses anything. I 
will say to the gentleman that in the judgment of the Secretary 
of the Treasury the Government will not only not lose any­
thing, but will actually make money_ through its investment in 
the \Var Finance Corporation. He so expressed himself to the 
committee. 

Mr. JOHNSON of Washington. One more question. The 
gentleman has mentioned a certain railroad likely to be in need 
of financial assistance by this corporation, and there will be 
other railroads. Why is not this great corporation likely in a 
~hort time to become the holding company for the railroads now 
in the hands of the United States and to stay that way? 

l\1r. MOORE of Pennsylvania. I think not. This new <::Or­
poratiin is to have a tempor ary existence, and I give notice 
that nt the proper time I shall offer an amendment cutting 
down the life of it from 10 years to 8 years. I ts bonds are to 
mature in five years. 

Mr. JOHNSON of Washington. I s not that the blind part of 
this bill? 

Mr. MOORE of Pennsylvania. I do not think so. If I get 
time, I will show just how far i t is proposed to go in this 
matter. 

Mr. WINSLOW. May I interrupt the gentleman for one 
question? 

Mr. MOORE of Pennsylvania. I yield to the gentleman from 
Massachusetts. 

Mr. WINSLO"\V. I want to ask if in the gentleman's j udg­
ment the sale of the next issue of liberty bonds would not be 

enhanced if the people of the country who have to pay these 
taxes next June felt that they could pay them in installments 
rather than in a lump sum? 

l\1r. MOORE of Pennsylvan~a. I would commend that sug­
gestion to the Secretary of the Treasury. If he has the power 
to permit the payment of these taxes in installments it might be 
a good thing for him to do it; that is my individual judgment. 

Mr. 'VINSLOW. And if he has not the power, would it not 
be a suitable subject for legislation? 

l\1r. l\iOORE of Pennsylvania. It would be a suitable matter 
for legislation. 

Mr. l\1ADDEN. \Vill the gentleman yield? 
Mr. 1\IOOH.E of Pennsylvania. I yield to the gentleman from 

Illinois. 
Mr. 1\I.ADDEN. Does not the gentleman think we could easily 

pass the legislation sufficiently early to avoid the necessity of 
paying all the taxes in a lump sum on the 15th of June? 

l\1r. MOORE of Pennsylvania. That might be. I commend 
the suggestion to the Secretary of the Treasury. 

Mr. 'VATSON of Pennsylvania. Will the gentleman yield ? 
Mr. MOORE of Pennsylvania. Yes. 
1\fr. WATSON of Pennsylvania. The gentleman says this 

corporation has the power to take care of the railroad notes. 
Does the gentleman think that the corporation has the power to 
take care of the railroad bonds that will soon mature •t 

Mr. MOORE of Pennsylvania. Yes ; this, and the railroad­
control bill. 

Mr. WATSON of Pennsylvania. 'Vould it come under the 
terms of this bill? 

Mr. MOORE of Pennsylvania. Such relief could be granted. 
Yes. 

Mr. WALSH. Will the gentleman yield? 
l\1r. MOORE of Pennsylvania. I will. 
Mr. WALSH. I want to ask the gentleman if he does not 

think that Congress might pass legislation providing for the 
installment payment of taxes without having the bill drawn by 
the Secretary of the Treasury. 

Mr. l\100RE of Pennsylvania. The fact that this bill has 
been so broadly amended is an indication that Congress is p~ss­
ing this legislation on its own account. I do not know of a 
single measure that has come before the Ways and Means Com­
mittee, since I have been a member of that committee, that has 
been so cut up and modified. 

Mr. 'V ALSH. It could be done by the passage of a joint 
resolution. 

Mr. MOOnE of Pennsylvania. That might be. I commend to 
the gentleman the suggestion that he offer such a resolution. 

Mr. MORGAN. Will the gentleman yield? 
Mr. MOORE of Pennsylvania. I will. 
Mr. MORGAN. I have a question I would like to ask the 

gentleman for information. I notice in reading the hearings 
that the remark was made several times that in Europe through 
the central banks they are doing just what it is proposed that 
this War Finance Corporation should do. I do not know what 
these central banks in Europe are. In England, as I understand, 
there is no central bank except the Bank of England, and the 
Bank of England does all of this kind of business, ancl so in 
France. 

Mr. MOORE of Pennsylvania. They do it there. 
1\fr. MORGAN. But if the gentleman will yield. 
Mr. MOORE of Pennsylvania. I get the gentleman's point, 

I want to get along. I will answer the gentleman. In England 
they have a capital issues committee, and that committee prac­
tically controls the situation. This bill provides for such a 
committee except that this particular bill, as amended, takes 
away the compulsory power to issue licenses and makes licensing 
voluntary, as it really is now under the Federal Reserve System. 

Mr. MORGAN. Does the Bank of England discount notes 
secured by collateral--

Mr. MOORE of Pennsylvania. I r efer the gentleman to the 
experts on foreign banking. 

Mr. MORGAN. I thought the gentleman from Pennsylvania 
was an expert. 

Mr. MOORE of Pennsylvania. I am not. If I was I "\IOul<l 
be better able to answer the gentleman's questions. The gen­
tleman from Oklahoma is an expert on farm credits and if he 
ex_amines it closely he may find a look-in in this bill. 

Mr. MORGAN. It may come along, but I ha-re read all the 
hearings. 

1\fr. MOORE of Pennsylvania. If the gentleman had aske<.l 
the gentleman from Tennessee, Judge HULL, who is an expert 
on foreign banking, he would doubtless have received an answer. 
As I said, this business is clone in England through what they 
call a capital- issues committee, which restricts the issue of 
securities and practically dominates the capital situation as to 
essentials and nonessentials. 
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I ue. ·ire now to quote ''"hat ihe Secretary of the Treasury said 

'Tith regard to the loan of money to railroaus. This colloquy is 
from the printed hearings: 

l\Ir. l\IoonE. Railroads will not lJe covered by this hill? 
Mr. :UcA.noo. Well , the lic'rm:ing feature does not apply to them at 

nll. But this corporation is designed to help them if necessary. I say 
to you gPntlemen frankly that one reason why the appropriation in the 
railroad lJill is only $500,000,000 is because I expect this corporation to 
h elp r:>.ilroads as welt · Of course, $500,000,000 is not going to tako 
care of the needs of the railroa ds enn during this coming year. 

Ur. l\loonE. That's important. I wanted to get at a possible misuse 
of the power conferred upon the proposed War Finance Corporation. 
It is only fair rind right for a legislator to make such inquiry. 

1\Ir. McADoo. Certainly ; I thing such inquiry i s proper. It is my 
judgment that one effect of the existence of this corporation would be 
to mnke it possible for such concerns to get aid from the War Finance 
Corporation in ca se of necessity-that i ·, in an exceptiona l case. Such 
exceptional cases would probably not arise to a great extent as long as 
bankers know if they furnish credit to such concerns-they can re­
discount the paper with the War Finance Corporation. Therefore I 
think the fears of some gentlemen are not well foundefl, unless they 
fear that the existence of the corporation will have the el!ect of cutting 
down excessi>e intere t cha rges, and I think that vPry necessary. 

Mr. MoonE. Electrical companies would come ''ithin the scope of the 
activities of the War Finance Corporation? 

1\Ir. 1\Ic.A.noo. Oh, yes. 
l\Ir. MoonE. And water-power companies? 
Mr. 1\IcAnoo. Yes. 
1\lr. l\IoonE . .And public-utility companies generally, including trolley 

lines ? 
1\lr. MCADOO. Yes. 
1\Ir. MoonE. They would all be considered contributory to the war? 
Mr. McADoo. I should say directly contributory. 
.1\Ir, MoonE. And they may properly apply to the War Finance Cor­

pora tion for relief in ca se the ba nks do not help them in the usual way? 
l\Ir. McADoo. Yes. But m y theory of this War Finance Corporation 

is, a s this bill provides. tha t direct assistance would only be extended in 
exceptional cases. I think Ruch ap;I.Jllcations would have to- be accom­
panied by a showing that the applicants were not able to get credit 
through the ordinary channels in the usual ·way and upon the usual 
terms. 

1\Ir. MoonE. Exactly. Munition plants woultl b e incluuc<l, quite natu­
rally'! 

l\Ir. McADOO. Yes. 
l\Ir. MoonE. And those plants contributing- parts for munitions of 

wart such as ordnance and things of that kind? 
1\ r. McAnoo. Precisely. 

- l\Ir. MoonE. Would those in;tependent concerns that I referred to a 
little while ago be considered if they should present a good case'? 

l\Ir. l\IcAnoo. Certainly. 

Then the questions take up the farm-loan vropo ition and the 
vossibility of the farmer obtaining assistance in addition to that 
already extended to him, and the Secretary admits that in ex­
ceptional cases he also must be consi<lered as eligible. It is a 
long story and intensely interesting and requires careful han­
uling. 

1\fr. DARROW. Will the gentleman yield? 
1\Ir. l\fOORE of PennsylYania. I will. 
1\lr. DARROW. I notice that my colleague has quotecl from 

the Secretary of the Treasm·y frequently in his remarks here. 
Do I understand that he agrees with all that the Secretary has 
said about this corporation? 

l\1r. l\100RE of Pennsylyania. I simply accept as truthful the 
statements made by so high an official as the Secretary of the 
Treasury. He tells us that the business interests of the country 
are in such shape in regard to their ability to obtain loans 
and trillJ.Snct war business as to make this War Finance Corpora­
tion expedient; that many of them can not obtain sufficient 
money from the banks to continue their war business in this 
cri is. That statement desenes our attention. I am legisla­
tively affected by the Secretary's statement of fact that cor­
vorations and railroads needing money are unable to obtain it 
for war purposes. That statement comes from the Secretary 
of the Treasury, who ought to be informed, and it is backed up 
by the Yice governor of the F'ederal Reserye Board, the Yery in­
stitution that is supposed to be complaining. It has great weight 
with me at this time. 

The CHAIRl\IAN. The time of the -gentleman from Pennsyl-
yania has again expired. . 

l\Ir. MOORE of PennsylYanin. I yield to myself .fise minutes 
more. Amnvering generally these gentlemen " ·ho haYe put ques­
tions, and very properly so, I wish to say that I had very grave 
doubts as to the propriety of this bill. In committee I offered 
suggestions and joined ·with others in making suggestions cal­
culated to perfect and modify its provisions. I think we-haye 
greatly improved it. 'Ve required in this bill what the original 
bill did not require, namely, that the appointments of these re­
sponsible heads who were to be put in charge of the War Finance 
Corporation should be made by the President and confirmed by 
the Senate. We provided that the Capital Issues Committee, 
which was originally to have compulsory power with regard' to 
the issues of securities, should also be nominated by the Presi­
dent and confirmed by the Senate. From my point of ~iew that 
was exceedingly important, because it assm·ed publicity so far 
as it could properly be had in this transaction. I did not want 
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a wheel within a financial wheel here which would give to five 
men in the Feueral Reserve Board the power to dominate all 
the industries of this country and to tie up all of its finances. 
I preferred that the names of these men should be emblazoned 
out yonuer in the spot light, where we· could see them and know 
who they were, and understand they were not working for their 
own ends, but were workir}g for the Government of the United 
States or· for this corporation which the United States is spon­
soring. I 11referrecl that that Capital Issues Committee of seven 
men-and originally it was proposed that it should be compo::;ed 
of but fiYe, some of them to be members of the Federal llesene 
Board-should be nominateu by the President in the open, and 
that their names should' come before the Senate, so that we 
could know 'vho these men were who were to dispense favor· 
on the one hand, if they dared to do it, or to crush industry on 
the other, if they <lured to do it. I "·anted to know whether this 
great corporation which could tie up the irrdustries of the coun­
try, on the pretext of conserving capital for war pm·poses, if we -
conferred this power upon them, was to be appointed in the open 
or in secret, and. I believe the bill now guards against the pos­
sibility of its being done in secret. I do not charge that there is 
anything which would be done in secret, but some great finan­
ciers of this country do not always agree with Congress, aml 
they prefer not to make reports of all their transactions. In fl. 
matter so '\"ital to the "\\·elfare of the Nation as this, it seems to 
me they should . 

In closing, I wish to say that this bill is in much better form 
than it was when it came to the committee. It has been modi­
fied; it has been \astly improyeu; but e-ven so, I still desired to 
lmow that a bill of this irnllOrtunce, fraught with such danger to 
the welfare of the Nation on the one hand, or capable of doing 
so much good on the other, was actually supported by the Presi­
dent of the United States. That seemed to me to be signally 
1mportant. 

1\Ir. LA FOLLETTE. Mr.· Chairman, will the gentleman 
yield? 

l\lr. l\lOORE of Pennsyl-vania. Yes. 
1\.Ir. LA FOLLETTE. I know the gentleman is well posted. 

upon this bill, and I would like to have him explain why it was 
thought necessary to take out of this corporation's capital the 
right to purchase Government bonds. 'Ve are loaning $500,-
000,000 to ourselves--

1\fr. l\lOORE of Pennsylvania. I would say to the gentleman 
that I haYe taken more time than I am entitled to, and I know 
that we are going to get into a controversy if I undertake to 
answer his question. I can not do it in the time that is left and 
shall have to proceed. 

I wanted to know if the President of the United States stood 
for this measure. The people of the United States have placed 
their confidence in the ExecutiYe. Congress bas gone far out 
of its way to bestow power upon the President of the United 
States because of the people's confidence. We have voted him 
almost absolute diTection of our affairs. We have created com­
mission after commission, some of which may not be coming up 
to our expectations, though they seem to be coming up to his. 
But the people have confidence in him as the Commander in 
Chief of our Army and Navy, and I wanted to know if the 
President of the United States stood for this measure, whethe1· in 
Yiew of all of the things said about it and against it he believed 
it to be a measure that ought to pass as a necessary measure of 
war. I wrote to him the following letter : 

" Ron. WooDROW Wrr.sox, 
"President united States, 

"The White House. 

" l\l.iTICH G, 1918. 

" DEAR l\IR. P.RESIDE~T : So far as I haYe observed, no Demo­
crat has stated with authority that you approve the war finance 
corporation bill as a war measure. 

"I do not know whether you would care to make a statement 
to me upon this subject, but I am frank to say I would not want 
to vote for the transferrence of such tremendous powers oYer 
securities and the business affected by them unless I knew that 
such a recourse was, in the judgment of the President, essential 
for war purposes. 

"If you feel justifieu in writing me upon this point, I will ap­
preciate it. Or if this suggestion does not meet with your np­
lJl'oval will you not authorize some one to make a positire decla-
ration as to the war urgency of this bill? -

"The Ways ancll\Ieans Committee is now preparing to report 
t.he bill, but I have heard many 1\:Iembers of the House inquire 
as to the President's attitude thereon. 

"Very truly, yours, 
" J . HAMPTON MooRE." 



0070 CONGRESS! ON AL RECORD-HOUSE. · l\fARCH 18, 

To that letter promptly came the following reply: . . 
" THE WHITE HousE, 

" Washington, 7 lJ!arch, 1918. 
"l\1Y DEAR 1\In. MooRE: I am very happy to answer the ques­

tion contained in your letter of March 6. 
·" I am entirely. in favor of the adoption of the war finance 

corporation bill. I deem it, in fact, a necessary war measure. 
" Very sincerely, yours, 

"Hon. J. HAMPTON MooRE, 
"House of Representatives." 

So the President stands for the bill. 

"WOODROW WILSON." 

The question, then, that cqnfronts me, as one Member of Con­
gress, is this: The President of the United States, backing up 
the Secretary of the Treasury and the vice governor of the Fed­
eral Reserve Board, indicates his desire· to have this bill passed. 
He regards this war-finance corporation as a necessary war 
measure. He makes this declaration in the midst of a war 
which, so far as the United States is concerned, has barely 
begun. We have spent vast sums of money, we have entered 
into large transactions the wisdom of which some of us may 
have questioned. but we have gone along with the President in 
all essentials thus far. After taking over the railroads, which 
was authorized by this Congre s, after conferring these vast 
powers upon the President of the United States, we are con­
fronted with this new war measure. The President tells us, in 
effect, that it is necessary to complete the great war work that 
we have intrusted to him. He tells us this new corporation is 
nee<led. We are told we must provide these additional re­
sources for purpo es of war. What are we to do? Shall we 
grant this requ.e t that comes from the administrntion itself, 
that comes from the Commander in Chief of the Army and 
the Navy of the United States, or shall we defeat it and risk 
setting the Nation buck? It is a question of confidence in the 
President. Therefore I shaH vote for this bill. [Applause.] 

1\Ir. KITCHIN. I yielu 15 minutes to the ~entleman from 
South Carolina [l\lr. BYRNES]. 

1\fr. BYTI.l\TES of South Carolina. l.\1r. Chairman, I regret 
that the gentleman from Ohio [1\lr. LoNGWORTH]. is not in the 
House. I looked in the Republican cloakroom for the purpose 
of inviting him to be present while I made a few remarks with 
reference to his speech of last Saturday. The gentleman from 
Ohio made the first partisan political speech made during this 
session of Congress during the consideration of a war measure. 
It is true that during the entire speech he waved the flag, but 
while he energetically wa\ecl the flag with one hand he skill­
fully wielded the stiletto with the other hand. Not content with 
criticizing the President of the United States and the Secretary 
of the Treasury, not content with attempting to discredit them 
in the eyes of the American people as autocrats seeking for 
vast autocratic powers at the expense of the people, he sought 
to reflect upon the patriotism and membership of this House on 
the Democratic side. Realizing it was unfair and improper, he 
endea\ored to justify his conduct by asserting that the gentle­
man from Oklahoma [1\Ir. FERRIS] had inserted in the RECORD 
an editorial by ex-Gov. Glynn charging that Republicans in this 
Hou~e have put politic abo\e p triotism. The gentleman from 
North Carolina [1\.Ir. Pou] chu.llenged the statement. In reply 
to him the gentleman from Ohio said it was contained in that 
editorial. I have that editorial. I challenge :my man to show 
a single sentence or a single word mentioning either the Repub­
lican membership of this House as a whole or an individual 
Member of it. Nowhere was it mentioned, nowhere could it be 
mentioned, for up to the time the gentleman fi·om Ohio [l\Ir. 
Lo:-;GWORTH] made that speech no partisan political speech had 
been made during this session of Congress. 

That editorial referred to W ADSWOR'l'H, to CHAMBERLAIN, to 
LoDGE, aud certainly they are not l\Iembers of this House. It 
made reference to Theodore Roosevelt, and l.\1r. Roosevelt is not 
a Member of this House. No charge was made there or any­
where else that a Republican Member of this House was en­
deaYoring to put partisanship above pah·iotism. Tile gentleman 
from Ohio contrasted the conduct of Fitzgerald, of New York, 
and Adamson, of Georgia, in resigning, one to return to the 
practice of the.law and the other to accept an appointment in the 
Government service, with that of LAGuARDIA, of New York, and 
with RoYAL JOHNSON, of South Dakota., who entered the military 
service. Who would have our good old friend, ;Judge Adamson, 
64 years old, enter the National Army? Who would ha\e Fitz­
gerald, with his wife and eight children, and at his age, enter 
the National Army? Does it reflect upon their patriotism that 
they have not enlisted in the military service? No man criti­
cizes or could ever criticize the conduct of Gussie Gardner, of 
JoHNSON, or LAGUARDIA. I knew Gardner before I came to the 

House. I loved him. To man grieyed more to learn of his death 
than I did. The gentleman from Ohio said he had " gone west." 
anu I think Gussie Gardner would have preferred a thousand 
times to have "gone west" than to have stood on this floor and 
had his military service used as the basis for reflection upon 
Democratic Members of the House. [Applause.] LAGUARDIA, 
HEINTz, JoHNsoN, all deserve credit. In· this hour a man can 
do only that which his conscience dictates it io his duty to do. 
They were impelled by patriotic motives, I know, and yet I 
dare say the gentleman from Ohio will never admit that they are 
more patriotic than he is, and he has not enlisted in the military 
service. If perchance duty led them to go into the service and 
retain their membership here, does the gentleman mean to say 
we should all follow their example? I respect their patrioti m, 
but I do not agree with their judgment, for if this Congress is 
the important branch of this GoveTnment that the gentleman 
from Ohio would have u.s believe it is, what would happen if 
we all re igned, or rather did not resign, but entered the service 
and retained our member hip here'! 

Mr. DENISON. Will the gentleman yield? 
1\Ir. BYRNES of South Carolina. I can not. I have only 15 

minutes and I want to say something further. 
This ~eference to the Democratic Members who have resignecl 

was a mere diversion from an attack aimed at the Secretary of 
the Treasury. How startling it was to the American people to 
learn that this bill as it was presented to the Committee on 
Ways and Means authorized the Secretary of the Treasm·y, an 
ambitious man, as the ge!ltleman from Ohio calls him, to gather 
unto himself autocratic powers greater than any kaiser or war 
lord ever sought. That was the language he used. Then he 
a~sured us that he succeeded in having eliminated fi·om the bill 
those features that constituted a menace to the Republic. He 
saved the Republic, which was about to be wrecked. Saved it 
how? Dy taking from the Secretary of the Treasury the power 
to p.ame the directors of this War Finance Corporation and gi\'­
ing thnt power to the President of the United States. Did the 
gentleman believe that the President of the United States would 
appoint directors who would not work in harmony with the Sec­
retary of the Treasury? What justification is there for tllo 
belief that either the President or Secretary of the Treasm·y 
would abuse the powers conferred in this bill? If we can give to 
the President of the United States and to the Secretary of War, 
acting for him, the power to send our boys over the top and 
into the trenches of the enemy, must we now hesitate to give to 
the President or to the Secretary of the Treasury the power to 
direct this War Finance Corporation, which is nothing bnt an 
emergency corporation, to exist only during the war? WJ1at 
power has 1\fr. 1\IcAdoo abused? What abuse of power has he 
been guilty of that justiftes this criticism? Why, as Director or 
llailroads he has more power thi:m is given him in this bill. 

As the Secretary of the Treasury he has powers greater than 
are proposed in this bill. The Aldrich-Vreeland bill, which 
the Republican Party presented some years ago, propQ~ed to 
gi\e to the Secretary of the Treasury far greater powers tllnn 
were e>er contemplated in this bill. Is it fear of incompeten,,y; 
No: for no man would say so. Six years ago it might have b~1 
said by his critics, but during these six years he has so demru­
strated his ability that the financial and commercial wodd, 
that was then told by the prophets of evil in the Republican 
Party that he was incompetent, now realize and appreciate his 
incomparable executive ability. But the- fear of the gentleman 
from Ohio is not that he will NOT make good. His fear is that 
he WILL make good. The gentleman from Ohio said that he 
saved the Republic by eliminating this .feature that was a men­
ace to om· free institutions, and gave to the President of the 
United States the power. to appoint the directors to be as oci­
ated ·with Mr. 1\fcAdoo. Well, what does he say of the President? 
He says: -

I repeat that this incessant reaching out for legislative functions on 
the part of the Execudve, this inordinate greed for autocratic power 
is a menace to the very foundations of our system of Government. 

So the gentleman from Ohio transfers the power from the 
Secretary of the Treasury, whose ambition he thinks a menace 
to the foundations of the Government, to the President of the 
United States, who according to the gentleman from Ohio pos­
sesses a greed for autocratic powers. 'Vas he sincere? I 
think not, and the same insincerity runs all through his speech. 
The gentleman says that " there are men in our party who could 
help to win if you gave them positions on the regular team 
instead of keeping them on the side lines." Is there any justi­
fication for that statement? Can a man go into the depart­
ments o(the Government without finding there Republican after 
Rel)ublican appointed by this administration to aid in the 
prosecution of this war? Go down into the Council of National 
Defense l:).nd you could ring a bell and hold a Republirun con-
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vention in ::m hom·. Go to the Food Administration or the Fuel 
Administration and see the list of appointees there, and it will 
read like a list of delegates to a Republican convention. You 
know that no inquiry ·was maue as to their political affiliations. 

Has there been any complaint of being kept on the side lines 
by ex-President Taft? :s;as he not gone from one end of tl1e 
country to the other, forming the public sentiment of the Nation, 
doing such work as to cause the American people to thillk more 
of him to-clay than they ever did before? History will record 
that he loyaliy supported the Government in its hour of peril, 
an<l eyery Democrat as "\\ell as every Republican joins in pay­
ing tribute to his unselfish and patriotic service. [Applause.] 

But that, my friends, is not the trouble. The trouble with 
the gentleman from Ohio is that our other ex-·rresiclent, l\ir. 
RooseYelt, "\\as told by the people of America si:s:: years ago to 
stay on the side lines for 11 while. Two years ago he was told 
by the Republican Party to stay on the side lines for still an­
other while. The gentleman from Ohio knows, as all men 
know, that Theodore Roosevelt "\\Ould neYer play on any team 
unle you made him pitcher, catcher, infielder, and outfielder, 
and then Jet him umpire the game. 

Mr. 1\IEEKER. Will the gentleman ~· iel<l for a que tion? 
Mr. BRY~"ES of South Carolina. I can not. 
1\Ir. l\IEEKER. Are you not mighty gla<l he <lid not stay on 

the siUe lines? 
Mr. BYRNES of South Carolina. He has to stay on the side 

lines, so far as captaining this team is concerned. He "\\ants to 
take charge of the team and oust the man who is captaining the 
team-Woodrow 'Vilson. But until the end of his term Presi­
dent Wilson is going to be captain of th~ team, and no set of 
n1en can remoye him from that position. You never went to a 
baseball game in your life that there was not in the grand stand 
a man of the type of the gentleman from Ohio, "\Vho wanted to 
run the team an<l yelled to the <'Uptain to take the pitcher ou't 
of the bo:s::. That kind of man nev-er goes to :1 fire that he does 
not want to discharge the chief of the fire department and run 
affairs himself. But the chief of the fire department at this 
time is Woodrow 'Vilson. The world is on fire. We must fight 
our enemy as though we were fighting fire. The people of 
America are in favor of our thus fighting, and they do not intend 
to let any set of men hobble-skirt or tie the hands of the chief 
of t.he fire department while this fire is on. [Applause.] 

The gentleman denounced the Overman bill, and when he 
referred to it he talked like a United States Senator. The Re­
public was about to crumble if the Pre ·ident is authorized to · 
reorganize the executive departments. The Constitution "\\US 

to be set aside. In his opinion all po"\\er ought to be placed in 
the hanus of a director of munitions and in a "\Var council. But 
the President says he wants no director of munitions and he 
wants no "\\ar cabinet. The Commander in Chief of the Army 
a.nd Navy calls for the passage of the Overman bill, and the 
Congress is going to pass it. 

Thi is no time for politics, and the people are not going to 
stand for it. They understand and will follow the is ue from 
now until the end of this war. A man who gets in the way, a 
man who seeks to play petty politics to promote his own per­
sonal political ambitions or the interests of a. political party will 
find when he rehu·ns to his home tha.t he is <liscredited in the 
eyes of his people a.nd in the eyes of all Americans. \Ve a.re 
going to uphold the hands of the President, not as the gentleman 
from Ohio did on Saturday when he declared the President was 
"like a 1\Iikado of ancient Japan in his isolntion from the com­
mon people," not by having the Secretary of .the Treasury held 
up to the people as a seeker after autocratic powers, but "\\e 
are going to uphold his han<ls by giving to him those legislative 
weapons which he believes essential for the successful conduct 
of this war. [Applause.] 

In orde.r to thus loyally support the Presi<lent it is not neces­
sary that a man be a blind hero worshiper, as the gentleman 
from Ohio would have us believe. The Pre ident does not ask 
nor uoes he expect that Congress shall blindly accept, without 
amendment, the bills submitted to it by the various departments 
with his approval, but he has the right to ask and to expect 
that his motives shall not be questioned. With ·open eyes and 
without indulging in hero worship I have been able to follow 
him in his conduct of our international affairs, and to-Clay "\\e 
find that his followers are not confined to this country, but that 
the leaders of thought in all the allied nations acquiesce in his 
judgment and look to him for an expression of the thought and 
ideals of the liberty-loving people of · the world. He has ap­
pealed not only to the intellectual but, with an accuracy almost 
uncanny, he has read the hearts and expressed the sentiment of 
the common people of the country. He claims no i~allibility 
and asks no blind submission to hts will, but he has demon­
strated his unselfish devotion to his country and his unsur-

passed capacity for leadership, and he has the right to ask ancl 
to e:s::pect that in this hour partisan politics shall be laid aside 
and that all Americans shall support him in bringing this \Yar to 
a speedy and successful conclusion. 

Mr. 1\lOORE of Pennsylvania. 1\Ir. Chairman, I yield 10 
minutes to the gentleman from Iowa [1\lr. GREE:iil], a member 
of the committee. · 

l\Ir. GREEN of Iowa. l\lr. Chairman, the gentleman from 
Tennessee [l\lr. HULL] last Saturday made a speech on the bill 
that w·as so able, showed such a grasp of ·the whole situation, 
and made such a careful analysis of its provisions, that, in 
view of the fact tliat there "\\ere a very few 1\lembers in attend­
ance when the spee<;b "\\as deliYered, I want to commen<l it to 
the attention of every l\Iember who was not present at the 
time. I say this partly because I am not nhle to agree with 
all the \iews expressed by the gentleman in that speech. In 
what little I could say in 10 minutes in reference to the bill, I 
shall confine my remarks solely and entii·ely to the measure itself. 

As has been stated by every member of the committee who 
has discussed this bill, it is emergency legislation, pure antl 
simple and yet there seems to have been a disposition in some 
quarte~·s to question the fact that an emergency has arisen 
\Vhich should make it necessary that legislation of. this char­
acter shoul<l be passed. It is true that in most respects the 
financial sky at present is clear. We have had no bank fail­
ures and no rumors of bank failures. When I last investigated 
the number of business failures, they "\\ere fewer than usual. 
l\loney can still be obtained on the m~rket by certain institu­
tions. I noticell, for example, the other day that the Procter & 
Gamble Co. was able to obtain $25,000,000. So that at this 
particular time it would hardly be co:~:rect to say that a crls~s 
in our financial affairs is upon us. But it is necessary at this 
time that we should look into the future and to consider what 
has already occurred which might be a sign of po1·tendiilg danger. 

The first thing that we observe is that all through last year 
there "\\as a steady fall in the price of bonds, accompanied also 
by nearly the same decline in the prices of stocks. The reason for 
this is perfectly plain. It is a result of "\\hat you migb t call 
either the universal rise in prices or inflation. The man that 
gets 6 per cent as the earnings of his dollar during the year finds 
that it buys for him in fact only what 4 -per cent would have 
bought before the war, or even less. The result of this decline 
in prices is a great shrinkage in the assets of savings bank, insur­
ance companies, and similar institutions. The aggregate amount 
is tremendous, rru;ming into the billion . 

l\Ir. GRAHAl\l of illinois. l\Ir. Chairman, will the gentleman 
let me ask him a question? 

l\Ir. GREEN of Iowa. Yes. 
l\Ir: GRAHAl\1 of Illinois. Do you mean all kinds of bonds? 

Do you include municipals in that? 
l\Ir. GREEN of Io"\\a. Yes. They have all fallen in very 

nearly the same ratio. I am not able to go into the details at 
this time. l\loney rates are rising day by day. This large loan 
that I spoke of that was made to the Procter & Gamble Co. was 
made at a rate exceeding 7 per cent, whereas this company could 
probably IwYe borro\l·ed before the war at a rate le s than 5 per 
cent. All uonlls have shared in the decline. Government bonds 
and the bonus · of the big cities have not lost so much as others, 
but their market quotations have fallen off heavily. 

l\Ir. COOPER of Wisconsin. l\Ir. Chairman, "\\ill the gentleman 
yield there? 

1\fr. GREEN of Iowa. Yes. 
1\fr. COOPER of Wisconsin. Can the gentleman tell \lhere 

Procter & Gamble got the $25,000,000? 
l\Ir. GREEN of Iowa. I have forgotten from whom it was 

obtained. 
l\Ir. COOPER of Wisconsin. Where was it procured? 
1\Ir. GREEN of Iowa. It was procured in Kew York City. 
A \ery serious situation prevails with reference to the rail­

roads and the public utilities. lt is perfectly obvious that any 
concern that finds its costs of operation mounting day after 
day and its income fixed by law must necessarily experience a 
strino-ency with reference to its financial affairs, and must also 
find (ufficulty in negotiating its securities. The enactment of 
the bill for railroad control will, I think, sufficiently proYide for 
the railroads; but every public utility finds its needs greater and 
its borrowing power less. 

I shall explain later on, "\\ill not haYe time now, \vhy I think 
the railroads will be taken care of without the provisions of this 
bill but I shall not discuss that now. I will only say that I 
hope that none of the capital or bonds provi<led in this bill will 
be used for that purpose. 

There is another matter which we ought to notice at this time, 
which ha~ its portent for the future, and that is the slow but 
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steady shrinkage in the amount of depo its in the savings banks - _ Mr. MOORE of Pennsylvania. I yield to the gentleman three 
in several localities. - This shrinkage in deposits and deprecia- -minutes. 
tion of securities of these banks constitutes a distinct menace The OHAiilllAN. The gentleman from Iowa is recognized 
to these banks which unfortunately is sure to be accentuated in for three minutes more. 
the future. All the e changes which have taken place have Mr. GRAHA.l\f of Illinois. Mr. Chairman, will the gentleman 
been cause;} by the large demands for money made by the Go~- yield? 
ernment. The enormous amounts which have been taken have 
.iJeen unprecedented in our history and in the history of the Mr. GREEN of Iowa. Yes; I yield to my friend from Illinois. 
financial world. Our appropriations for this year will nearly Mr. GRAHAM of Illinois. Is it not true that this measure, 
equal the whole amount appropriated for England during the like all other measures that we pass, if honestly and carefully 
war, and additional demandS' are to be made. It therefore be- administered, will result in good, and if wrongly administered 
hooves us at this time to tn.ke .account of the future, to observe it will restilt in the opposite? 
clo ely what it has in store for us, and if we do so we must come 1\Ir. GREEi'f of Iowa. The gentleman is correct. It is espe­
to the inevitable conclu ion that some legislation must be -enacted dally true of this measure, which, if wrongly administered will 
to guard agairist the perils that threaten our financial system. · wreck the country, if properly managed protect it from disaster. 

Now, what kind of legislation shall it be? I am not prepared Mr. GRAHAM of Illinois. After all, it is very large1y a ques-
to entirely approve this bill. I had thought that it would have tion of administration? 
been better if a subsidiary corporation had been formed to the Mr. GREEN of Iowa. Yes. It is very largely a question of 
Federal reserve bank, private in its nature, not so likely to be administration. 
influenced by politics or controlled by personal preference. But Kow, the gentleman from Tennessee [1\Ir. HULL], by inference, 
it is obvious that no such plan would be successful unless it met somewhat criticized the remarks of the gentleman from Ohio 
with the approval of the administration and the assistance of the [1\.Ir. LoNGWORTH], which were al o still more severely criticized 
Treasury. So we must lay anything of the kind aside. What by the gentleman _[1\fr. BYRN.Es 'Of South Carolina] who just 
other plans are offered? Only one, so far as I know. preceded me. I shall not rev,i.ew the remarks of the gentleman 

The gentleman from California [1\Ir. HAYEs], in a "Tery able from South Carolina, as I think they were purely political. 
argument which he presented this .afternoon, advocated giving But there was an intimation contained in the remarks of the 
the reserve banks the power to loan on that class of security gentleman from Tennessee, however kindly it was made, that 
not known as liquid ecurity ; in other words, on long-time se- did not seem to me to be -completely justified. The intimation 
curity, which he thought would remedy the difficulty and enable was that in di cussing the concentration of power which is ere­
sufficient funds to be acquired. J: am not satisfied that this atecl by this bill, the gentleman from Ohio was not really disc.-uss­
ought to be done. . ing the terms of the bill. If it was intenQ.ed, I -think it was not 

We haTe in the Federal Reserve System a tower of strength justified. • 
at this time. Its solidity is unquestioned. Its _po·wer rto sustain · One of the most serious questions in this bill arises over the 
the banks in .all ordinary commerCial tran actions has never ' power that it confers to make or break anyone who is engaged 
for a moment been doubted, and I belie\e we ought to keep it in business anywhere in this broad land. Fol' that reason I 
in that condition and not have it loaded down and its sta- would have been much more favorably di posed to some plan 
bility, if not impaired, at least made subject to question or doubt that came out of and ~through the Federal Reserve System, con­
by empowering it to loan money upon a class of securities trolled and operated in t11e first instance by those who manage 
which must be handled by this institution which is provided that system and who represent every portion of the country anu 
for in this bill. are suppo. ed to represent every kind of business. 

But obviously, .gentlemen, whatever is to be done must be Now, it is !1 fact that one of the great dangers in this coun-
done soon. We can not stand here arguing at this time. We try has been this concentra-tion of power and control over 
must not wait until the foundations of our .financial system credits. In the discus ion in the British Parliament with ref­
-are shaken, until our savings b-anks and great .financial cor- erence to t11e British Trade Corporation, which was intendeu 
porations are tottering on the yerge of ruin. It is a time for to have a purpose some11·hat similar to this one, although much 
action. Important and great as these mea ·ures are, far-reach- smaller and le far-reaching, a .member of Parliament, Mr. 
ing as they are, we must to some extent take our chances on Lough, quoted President Wilson as follows : 
the· issue. The administration says that it wants this kind 
of a measure; that it wants ·this bill r>assed. 'Ve 11ave taken 
it in our committee, given it study and J)repara·tion and care, 
and have pruned here and h·immed there, modified here :mel 
restricted there, until we believe we have safeguarded both the 
Government and the public as far as is :_possible .and retain the 
bill in its essential features. When once we set out upon this 
untried and uncharted sea no one can entirely predict what 
results will follow, but we have .undertaken to lay the course 
-as safe as we could and adopt thi~ bill at all. 

I can not in my limited time explain the changes in the bill 
from its original _form, but I want to speak of some. Gentle­
men have asked why we have limited the amount involved 
in the bill, for example. We did that because we could plainly 
see that it would take considerable time, at least, to absorb 
$2,000,000,000, and ~ the necessity comes .upon us further on 
requiring a. greater amount, then it can be _provided. We had 
hoped by some of its -provisions to eliminate anything of a 
political nature or political bias in its action. We had hoped 
that its benefits, such as they are., would be fairly distributed 
among all portion of the community. It is perfectly obvious 
that the success .or failure of this plan must depend on the 
good faith and ability of those who have it in charge, and of 
11ecessity we are compelled, in the :first instance, to commit any 
plan of this kind to the guidance Of the administration, and 
it must ask for its support. The administration must work 
out any plan that is successful, and I am willing to a large de­
gree to subordinate my own views to those .of tl1e Government. 

Now, I would like to have taken up another topic, but as 
I .have only a minute left I can not do so. 

l\1r . .JOHNSON of Washington. Will not the gentleman ex­
plain, as he· promised, his views to the effect .that the railroads 
can be handled. in some other way than by this legislation? 

li:Ir. GREEN of Iowa. I will undertake to do that under the 
fiv-e-minute rule. -

.Mr. JOHNSON of Washington. l believe some gentlemen 
nave another view. 

Mr. GREEN of Iowa:. Yes. There is one other phase, for 
which I would like to have tb.ree minutes more. 

The great monopoly in this country is the monopoly of big credits. 
The fmn.ncial resources of the country are not at the command of those 
who do not submit to the direction and domination .of a small group 
oi capitalists. When a small group of men approach Congress in order 
to induce the committee to concur in certain legislation nobody knows 
the. ramifications of the interests which those men represent. i merely 
say that there has come about an extraordinary and very sinister con­
centration in the control o! business in the country. 

Those are the words of President 'Vilson. Now, tllis measure 
fairly administered will tend to disrupt .and break down that 
control by these sinister forces, or, if the law was wrongly or 
improperly administered, it might set up a control that was n 
thou and time more dangerous. 

Mr. GLASS~ May I suggest to the gentleman that that con-
-trol no longer exists and has not existed since the Federal reserve 
act went into effect, and the words of the President which the 
gentleman has quoted were uttered before the Federal reserve 
-act was passed. 

Mr. GREEN of Iowa. Let me suggest to the gentleman from 
Virgi-nia that his -remarks only apply to commercial eredits and 
not to funding· operations. The statement has been made on this 
floor and has been unconh·adicted that a large public utility cor­
poration was obliged to pay in New York City 13! per cent 
interest in order to obtain the necessary funds to carry on its 
business. That statement shows first that it could not get the 
money at the banks. We find, first, that the banks told it that 
they did not have the money to loan ; second, that somebody 
else, presumably the gentlemen w'ho were controlling the banks, 
took the money either -out of the banks or obtained it in some 
other place, and then told them they might have it at 13! per 
cent. I am inclined to think that that control over the funds of 
this country still eXist, and I believe, as Mr. Warburg stated 
in the hearing, that one great object of this bill is to control the 
rates of interest, to make them more equitable, more fair, and 
more reasonable. It ought to destroy profiteering in interest 
rates, which is as dangerous to the safety of the country as -any 
other kind of profiteering at this time. 

1\Ir. GLASS. I suggest to the gentleman that the incident 
he has mentioned was in the nature of an investment in a l'e­
funding scheme and not in current commerce. Current com-



1918. CONGR.ESSIO~AL JillOORD·-IIO.U.'E. 3673' 
mer e is ah. olut Jy um·estri<:tetl :::iuce the vassng;e of the Fell­
ral re. er\e ad. 

Mr. GTIE1;;N of Iowa. Thn t i. . quite t m , but Uti · bill is in­
ten<lcll to aptJlY to refmHling operations wllicll nre .·o nece.· 'tU'Y 
nt thi s time, anti proYitlc for lonns which the r eserye banks could 
Hot mnk~iu fact, arc not permjtted to make. 

l\ll'. l\IOORE of P nllSylvnnin. I yield on hour to the gentle­
man from Pennsyl\unia [::.\fr. :\IcF..oiDDE...""]. 

::\It·. :ll FADDEN. Til~ Amel'ican people nre largely responsi­
ble for the pre. ·cnt condition which prompts the suggestion for 
such legislation a· is now proposed by this measure. 

A . • individuals " ·c haYe been thriftless in our public duties 
nntl exactions. "We lun~e been content to go along. from time to 
to time in a false sense of secm·ity, and have been wasteful, 
with no regard for tile future. The future has now arrived, 
nna " ·e are about t.o see tile folly of the past. 

Thrift is now a uational nece>Jsity, and the quicker the Ameri­
can people realize that the r1uicker will the war be won. Our 
vroduction must be increasefl, but we are ta.."ting increased pro­
fluction nn<l asking people to economize, but no tux is levied on.: 
o\er con umption. The ~reat lo:ses occa i.oned by this warr 

_ s11ch as loss of property, productive power, n.nd disorganization 
of business can only be met b:}~ thrift and consei.'\Utlon of our 
remaining resource , amT by more efficient method.· in all lines· 
and vocation.•, inelucting operation of the Goyernmcnt and our 
wnr machine. 

I ha\e seen no proof as ye~ tllat the pnper to be issued by this 
]Jl'Ol'lO. ·ed War Finance Corporntion aml made eligible forr redis­
count with the Federal re ·er\e 1Janks would be a ilifferent kind· 
of paper than would be created b'y broadening the ba is of 
eligible paper to include out. t anding corporate ·ecuritte.~ . ex­
cept the fact t11e United States will sub cribe $500,000,000 to 
the stock of the corporation. 

I contend that the main . UL'Ce of relief lies solely in the 
Federal reserve bank who will continuo to carry the burden 
o.f relief suppo etl to be afforded by this- new ·corporation. 

The operation of tlUs new system will be to clog the F~dera.L 
lteserve System. The enacting of this- legislation mean· tfiat· 
the Federal Re. et~Ye System has failed to strrnd the very test 
that its adYocates said it '\\U.S· intended to seryc and would . 
seue, and the men who were the most responsible for the 
enacting of the Federal re. erYe la"·· which law bears their 
names, Owen-Glas. , and 'Tho are still ch:rirmen of the llanking 
and Cm-rency Committees of the Senate ancl Hou e, nre both 
fearful of this legislation and the re-·ulting effect it ''"ill have 
on tl1e Federal Tie erve System. 

I uo not Iiesitate to say that if this legi ·lation ha<l been con­
. ·itlcreu by the Banlting and Currency CommHtee-· of the two 
Ho11ses of Congr.ess rr v-ery ui:fferent bill would haYe been J·e­
]JOrtecl than tJie· bill we are now considering. 

Mr. l\:IOORE of Penn. ylvania. Does the •Tentleman intend 
tluring the course of his remarks . to show how the nanking and 
'urrency Committee would haYe improYetl it? 

Mr. McFADDEN. I may do Ulat. 
.l\Ir. l\fOOTIE of Pennsylm.nia. If the gentlemnn Jm :my 

impron~ment to uggest upon tile action tuken , I "·i. ·lt lie \YOuld.: 
offer it. 

l\lr. 1\lcFADDEX. I think the 'gentlemnn will 1Je ~ntisfieu 
when I llaTe finished. 

nfr. GREEN of Iowa. I hope he doe. not mean tit::tt the 
nanking and Currency Committee would not haY tlone nn;r-· 
thing. . 

1\Ir. McFADDEN. I dill not inten<l to cast any r eflection on 
the WaY.s nnd l\Ieans Committee. I rah~cl the que 'tion of the 
proper reference of this· bill when it wa referred to another 
committee, both on the floor of the- House and in the Banking 
anu Currency Committee, but without avui!. 'l'hi~ bill ns urawn 
. ·till l'l.a in it unhean1-of powers, and r>la.ces those powers rn tlle­
han<ls of fixe men,.· a majority of whom I feel satisfied are now 
overburdened with other goyernmental rc~pon.ribilitie. nnd 
tluties, but will be nameu to serve upon 'this board to further 
concentrate the. power and control in the hands of a fe\\'. 011, 
your Pujo in\c tigation of the 1\foney Tru. t ! \Yhere arB you 
now? 

THE Sll.ElUI.iX LAW AXD rUTILIC-SEI:\' ICE CO ~DIJ SSJOXS. 

A great <leal of our present trouble i <lue to the e11furcement 
rhn·ing the past few years of the Sherman. law, the cr ntion of 
tJ10 Interstate Commerce Commi ...:Jsion and their llntTow Yision 
of the need.s of the railroad " looldng to the fubn·e,~ • ntHl the 
failure to innke t11e rai1roa<ls make the necessary economies, 
and gi\e them an increase of rates which woul(l haYe permittetl 
the railroads to meet the tlemantls upon them occru;,ioned·- by 
the growth of our industxie; and. the country generally. Tlte 
('reation anu almrut similar action or the' public-servjce commi~­
sions in the \aTi011s State. , tQ say notlling as regurus ptice· 

fixing by the Go\ernment of DO ))er cent of their r equire­
ments for extension antl improw.ments. ha:; aifccteu . erjously 
the public utilities of. the couutr~· . Tl1e l'Uilronds, witlt a 
cnpitalfzation of nearly $;1.7,000,000,000. nu<l the public utilities, 
with oYer $10,000,000,000 cnpitalizatlon, form n: most Yital pm·t ­
of our wealth at this time, and ·hould now be a source of great 
strength, but are both apr en ling for aid ft·om -our already o\e t·­
blll'deneu Go\ernment, due almo:t entir·ely to tlte rea · o11~ I 
Jmy-e just given. Now, in auuition to tlli , the sa:vi:ngs banks, 
State banks, and trust compnnies are nppenling, fearing \\·ith- ­
<.lrawals because of the fa ct that the united. States is monopoliz­
ing the money market in the sale of liberty bonds to bear an in­
creasing rate of interest. My answer to tllese institution·· i&, 
come into the Federal Resene System nntl help this system 
curry this burden which is upon them, but they . ay we uo not 
like the management of the Federal neservc- System. "'c do 
not like the Comptroller of the Currency anu his attitude to­
ward the member bank. . I say to such it is yom· pil.triotic uuty 
to join this system, and if the officers of the sy t m fail to· func­
tion prope1·Jy public opinion will be so strong against th.em thnt 
they will be removed. If all t11e banks were untlor thls Fe<le l'aL 
ReserTe Sy. tern now, no l~gislation of this kin<l wouhl be l1ere. 

TirE CAriTAL ISSUES COMMITTEE. 

1.1Jle power to be inYested in the ca)Jital i.·sucs committee 
are \"cry great and might, if manipulateu by designing men, be 
the means of utter dLc:;uster and ruin to many bnsiness. concerns 
in this c.ountry who· are capabfe of rendei.'ing aiti to the·Govern­
ment by diverting from the manufactur-e of nonessentials to help 
win the. war and thus ave the Government a vast amoun t of 
capital outlay by converting many of the e factm·ieS-· and u til iz­
ing their complete exi.sf;Ing orgftll.ization . 'Ye, of course, mn t 
assume that this committee will function flo.nestly and capably. 
Their greatest work vvHl Ue first te cut uown. unnecessnry pub­
He e:xpenuiture ., including that of anything bu · for temporary 
use in the 'Yar, uniT then. all othe1· State arul municipal town 
an'cl township improvements not immediately necessary to win 
the war and then pa s upon all capital issues nnd' renewal . 
This is a power that must not be passed oyer lightly f>ecrn1 e it 
has-strangulation powers to nny bru iness or interest that is not 
in fayor with this board. 

ADDITIOXAL rOWERS. 

I would not pa s O\er the aut11ority gh'en to the l10art1 to 
buy and , ell any class of secm·ities, including stocks and boulls 
or bonds of the Unitell States. I woultl have xou consi<Icr the 
vast and unheard of power that lliis right con.veys on fi..ve men, 
n.n.cl the fact that they will have n, funtl at their dispo.snl of two 
::md. a llalf billion. dollars and. four aml a half Wllion. d'ollrrr.<:> 
uncler the Senate bill. Think wliat tfiiM power means coupled 
with the powers- conveyed. to the capital is-sue.· committee, and. 
the power given. under ihe ra:ili·oad biU, . iuciuding tliat of plac­
ing embargoe · on concerns that can not be. reached .by, the other 
two power"'·· You haYe in the, e bills, this-oill anti the rui.Jroad­
control bill, complete powe1: and domination oYer all fi.na.n ce and 
industry in this country, an<l you cnu count the men in con lrol ­
on the finger of one barul. 

Ot;R FAVORABLE TIUDE ll.iLA:K CJ.;. 

'Ve haYe n trade balance now of o\er 3r000,000,000 in our 
faxor, uml we nre loaning our allies on:-r $7,000,000,000 more. 
Is this going to be paid back to us in money at tile close of the 
war? No; it is not_ TI1ese countries then. will hnve ·no money 
to spare~ but will pay u ba.cl;:: in goods that they will s-ell us so . 
chea-p that we can not a.:fford to resi t. This opens a · very inter­
esting subject, upon wbicl1 I Thill not enter at this time. 

I'..\LL.A C1: OF TXIl'WTIOX. 

T11e argument i · made that it will be nect' .~sar.v to iufia te be­
cause of tho Yast neeu · of the country at this time. I '"oul<l 
ask you what lJecomes of the money tJwt the United State~ is 
u ing? It is not leasing the country no1~ is our cretlit bc1n.~ 
usecl to nuy great extent abroa<l . Why, it all goes right back into 
om· financial ~ Y· tem to ai<l bu. ·iness or h1dustry to function. 
..:\.nll a..,; our wealth. is shot away tlte Government filLs the gap 
in our bal.nnce sheet by bonds- which the future mnst pay or 
carry the re:ultant blU'den. A surplus- of crellit always causes 
ex.trayagnnce nn<l les. ens the nurclla ing pmTer of t!te t1o11m·, 
enLlencecl by an increase in the cost o:f li\ing. 

I quote fcom John Stuart 'llill us proef of this, " anu no better 
authority exists " : 

Other things being_ tll 3 same, an inerea.sc of the money in circulation 
raises prices; a. dimi.IJ.ution lo"·e-rs them. If more money is tru:own 
into circulation than tbe qua.ntit:y which can circulate at a value c:on­
fo:rm:rble>-to its cost. of p-::otluction, tile ya.Juc of mon~y, s · long a tl'l.c 
€"-'\:Cess lasts, will remain below the . tnnuard of C'O t of, production ant.l 
f,-encraLprices win. be sus.ta.incu auovo the natu.raLratn. 

llut we IJ:we now fou.IHl that thP.rc arc other thin;;:'!; such a s IJ:mk 
notes, bills of exchange, antl ch('cks, which circulate as money an<.I 



.3674 CONGRESSIQN AL REOORD_- HOUSE. 1\l.A.RCH . ~ 8, 

performs all the functions of it, and the question arises, Do these various 
substitutes operate on prices in the same manner as money itself? 

I apprehend that bank notes, bills, or checks as such do not act on 
prices at all . What does act on prices is credit, in whatever shape glven, 
and whether it gives rise to any transferable instruments capable of 
passing into circulation or not. · 

ll.EPORT OF THE SELECT COMMITTEE OF THE BRITISH TREASURY. 

I \Yant to call your attention also to the report made last De­
cember of the select committee of th·e British Treasury as to the 
cause of high prices in England, which bas just recently been 
made public in this country: 

The cbie~ causes are (par. 17, p. 4) : · 
" The expansion of credits dunng the war. 
" The demand for commodities exceeding the supply and the in-

adequacy of Government action to control prices. 
" Increase of wages and consequent increase of the cost of production. 
"Increase in the rates of profit. 
" Unfavorable rates of exchange in some of the countries from which 

supplies are imported." 
1\!1·. JOHNSON of Washington. The gentleman is not quoting 

now, is he? Re is drawing an inference from the quotation. 
Mr. :McFADDEN. No; I am still quoting. 
On the first of these factors the committee bas this to say (par. 18, 

p. 4): 
" '£be Government, through the Bank of England and tbe joint-stock 

banks, has created large new credits to enable its contractors to expand 
their production. It bas also borrowed from tbe Bank of England large 
sums on ways and means advances, and in so far as these advances 
have not been offset by equivalent borrowings from the market on the 
part of the banks, which has always been the case, this operation hns 
been a pure creation of credit. * • • These measures may not in 
any way affect the soundness and stability of our financial institutions, 
but they have had the result of creating new purchasing power on a 
large scale. Tha new purchasing power, distributed over the greater 
part of the nation, in so far as it spends itself in investment in Gov­
ernment loans, does not take the form of additional demands for goods 
and docs not send up prices. But in so far as the new purchasing 
power comes into the market for commodities and takes the form of 
additional demands for goods it does send up prices." 

So when the committee makes its recommendations as to what 
may be done to keep the cost of living from going higher and 
higher what is the very first of its proposals? It is this: 

" 1. Whatever measures arc possible should be taken by the Govern­
ment to avoid the creation of new credits in tinancing the war." 

For "new credits" read for America "credit and currency ex­
pansion," and the conclusions would perfectly fit the situation 
here. 

Mr. FESS. WHl the gentleman state the recommendations 
of the committee? 

Mr. McFADDEN. I have not .them here with me. 
Mr. FESS. The first and foremost recommendation was that 

credits should be contracted instead of expanded. 
Mr. McFADDEN. The gentleman is correct in that. That 

was the main recommendation of that committee. Their re­
port made special mention of the fact that in England early in 
the war credits were permitted to become inflated, which now 
was becoming a serious menace--and the committee urged in 
the strongest terms that n contraction should be had at once-­
as such expansion was a very serious matter and should be 
stopped. We should certainly profit by their experience. . 

Mr. JOHNSON of Washington. The gentleman wishes the 
House to infer that something -Similar to that would have hap­
pened here u:1cler the tremendous issues of this corporation? 

Mr. McFADDEN. That is the idea; yes. 
PREMATURE REGULATION DETRIME:XT.\L. 

I believe that the administration has by its premature attempt 
to regulate prices and take over practically the entire manage­
ment of our industries, finances, food, coal and other necessi­
ties impaired the greatest source of our strength-individual 
initiative--and that our greatest, ability to produce and in­
crease production neces ary to meet the demands upon industry 
by war laid in the increase of these facilities in the hands of 
the men patriotically inspired to greater effort who have made 
the United States industrially what it is to-day. 

INFLATION AND EXPANSION. 

Any person who starts out to study finance with the belief 
that a piece of paper i3 money must do his share of rambling 
until he gets that false theory out of his mind. Money . must 
possess a value. of and in itself. The same thing is true re­
specting the quantitative money theorist. It is not the quantity 
of money in the· country which causes ·an advance of prices, but 
the use to which money is placed-that is the telling factor. 
Prices of commodities are governed by the inexorable law of 
supply and demand. The great philosophers of credit have al­
ways contended that gold and . credit have precisely the same 
in:f:l.uence on values, and MacLeod also says that "it has been 
shown by authentic statistics that in modern times gold. only 
forms about 1 per cent of the circulating medium of currency; 
and to suppose that a vm:iation to the small extent of a frac· 
tion of 1 per cent in the amount of the circulating medium, or 
measure ~f value, could produce the effect so popularly at-

tributed to it is wholly beyond reason." The German credit 
system, as I shall proceed to show, is based on the quuntitati\e 
theory of money. One of the best illustrations combating this 
theory I gave before the 'Vays and 1\leans Committee the other 
day on this bill, and I ask your indulgence while I repeat it: 

A good illustration combating the quantitative · theory of money ·could 
be taken from this country in 1D14, at the outbreak of the war. At 
that t~me the cotton spindles of Germany, Belgium, and northern France 
were lD the conh·ol of the German Army, the allies controlling the 
seas and establishing an embargo which prevented the importation into 
Germany of our raw cotton. Consequently we found tbe cotton farm­
ers here ruined, as cotton was selling below the cost of production. The 
amount of money and credit in this country was abundant at that time. 
It was a question of a large cotton crop-16,000,000 bales-which could 
not be utilized during that year on account of the stlindles in the terl"i· 
tory controlled by the German Army being I'eni1ered idll', and as that 
commodity could not be placed in a commercial state without the usc 
of those spindles, the supply was so much greater than the demand the 
price fell below the cost of production. 

.A:t the present time we find cotton selling four or five hundre4l 
per cent nboye the 1914 price, due to decreased production and 
increased demand for its use in the manuf~cture of munitions 
of war. Profiting by their experience in 1914, the cotton 
planters began to diversify their crops, and now they can not 
procure the labor to produce the yield of 1914. 

In the parlance of finance there are two words which pretty · 
accurately characterize the contrast between the German and. 
British systems of credit. I refer to the words "inflation" aml 
"expansion," the former applying to the German system and 
the latter to the British system. 

I want to define the meaning of these words. " In:f:l.ation " 
is the act of advancing the price of an article already created 
without doing anything to increase its producti'e power. 
Credit or gold usetl to purchase a permanent investment pro­
duces inflation. In a speech before this body on January -1 
last I rnnde this plain by calling your attention to the inflation 
in the land values in the 'Vest from 1.900 to 1910. The land 
values of Iowa, Illinois, and Indiana increased during that 
decnde from $3,458,504,310 to $7,209,582,325, or 108 per cent, 
whereas the lan<l values of the district I represent-in this body, 
a. strictly agricultural district, decreased during the· same time 
from h26,228,240 to $22,909,.125, or 12 per cent. But the census 
reports give the yield of those lands for 1909, which for those 
three States aggregated $891,14G,580, or 12 per . cent of their 
1910 \alues, as against an aggregate yield of $8,78G,903 for the 
four counties of my district, which \Yas 38 per cent of the 1910 
Yalue~. 

The correct standard of arriving at the worth of a permanent 
investment is its net income-producing ability, for under that 
standard we can ascertain the amount of labor required to be­
come its owner and possessor. So by deducting 50 per cent of 
the gross yield of those lands we find· thnt the farm lands of those 
three Western States are nearly a 17-year purchase, whereas 
those of my distrlct are a 5-year purchase: The important 
question is, Why such a disparity between two sections of the 
same country( To my mind the answer is easy. The inflation 
in the land values of those Western States is due to the acti\ity 
of the .. blue-sky " operators, or real estate agents, nnd the 
easy facilities afforded by the banks of that section for mort­
gage loans. That is the combination which caused the infla­
tion in the lands of those States, and the lack of such n comli­
tion in my district is due to the absence of such forces therein. 

Every real estate agent is an inflationist. Every investment 
banker is an inflationist. Every German banker is an inflation­
ist, for their principal business is dealing in permanent in,est­
ments. No industry of Germany can obtain capitnl without 
going to one of the five " great banks " of Berlin. Some of 
those bank.<> have representation on as many as 250 of the great 
industrial enterprises of Germany. The British banks hnv~ 
nothing to do with the. promotion of industries or selling of in­
vestment securities, but confine their activities to· the sale of 
"productive" credit, as di tinguished. from "consumpti\e" or 
speculative credit. "Producti\e" credit is a self-liquidating 
asset, and the bank which confines its acti\ities to the exclusi\e · 
sale of such credit becomes an important factor in increasing 
the wealth of the country, whereas the bank wluch sells " con­
sumpti'e" or speculative credit not only produces inflation 
but will cause the whole credit system of his country to collapse. 
To illustrate the meaning of "productive" credit I will tal{e 
the case of a farmer who has a quantity of corn and roughage 
but no cattle to feed it to. and that is the only way he can 
economically convert those farm products into a commercial 
state, for the people of tl1e world could not consume the 
3,000,000,000 bushels of corn produced .by us last year. Now, 
he goes to a bank and b}.lys credit with which to pay for those 
cattle or "stocker ." It \\ill require about four or five montb.s' 
time for those "stockers" to be placed in a finishe<l state fot· 
t he market, so he obtains the credit for that length of time. 



1918. 

That i~ t r'llH~<l n . elf-liquidating <'I' ·1lit b'ansaction, JJecause the 
f:um • mu!:'t ~('Jl tJ1 <·atUe whkh (·onSl.une<l hls prouucts to 
Jiquitlatc t-hat transaclioll. for if he -keeps f.hem after· tllcy are 
1inishe<1 they will ent thcit· hentl of[ and cou muc the f:.1.rrncr's 
l)l'00t in 1 he tr:m;:,nction. r.ct u ol.:J. ·er\e the uifferent ways in 
\\"hi h t!Jnt fnt'lllCl' ha. hccu benefited by that credit iTnnsuction. 
In the first J1lucc he conYcrted those farm protlucts into fer­
tilizer, thus ellnblin.g llim to enrich Jris lands, antl experts claim 
thnt only ..!0 J}"'t' cut or the fertil1zc1· Yaluc of . nelL vroducts nre 
Jost by feetling- tlH~m to . tock. In the second plnce llC hn.. · con­
vcl'ted ritw materials into fini ·bell nn<l . nlal.Jle articles of com­
merce, commerce whicJt wHl bring gold from nny hiding place, 
for nil beef-enting cotrntries must bate it to sustain tllemsel\es. 

\ hen those cattle nrc finished thnt farmer sells them to the 
packer, '-rho in turn goc · to ltis bank null buys its credit and pars 
the fnrmcr. KO\Y, that i. also a "producti-re" credit h·ansac­
tion, as the people of that faTrning community can not consume 
all that beef. The 11acke1· in turn sells it to the retail dealer or 
l.Jntcher ancl that is also n. "producti\e" credit t.rnnsaction, and 
it continues to be a "prollucti\e" credit transaction until finally 
n. 11erson comes along and huys a piece of that l.Jeef to eat, then it 
hecome a "-consumpti,·c" trnnsacUon. \Vhere "consumptive" 
credit is old, as i. · the ca~c in this country, people "'ill o\er­
consnme and waste, and e\cry economist knows that we are the 
mo t wasteful people in t.hc world, an<l it is <lue to the fact that 
too many of our banks sell "consumpti\'e" credit. 

Bear "'ivith me while I giYe an illustration of speculatiye credit. 
• uppo e that the farmer, instead of buying C!lttle to cat his 
corn, should buy land. even improved farm ln.ru.l. If it be lo­
catetl in one of those three Western Sta.tes it WillTequire some· 
thing like 17 years for lt to liquidate itself, and 13 years if it be 
located in my district, according to the census sta.tistics which 
I have given you. nut 1.hosc nrc not liquid transactions, for that 
is too long a time for any sound l.Jank to lock n_p it-:; borrowed 
capital, besides the l.Jank which becomes a party to suCh a tra.ns-

·nction is guilty of fostering an act of inil.ation, as I h!lvc shown 
you. So that farmer when pay <lay arrive · must either sell 
tllnt farm or some other security to raise the money ''ith which 
to pay of[ that bank debt. And it is the use of the borro-wed capi­
tal of a bank, its deposits, which causes the "·hole credit system 
to brenk down. In proof of tlmt ·I cite to ;you the testimony of 
:Mr. Gcorrre 1\1. Ueynolds-one of the foremo t l.Jnnkcrs of this 
country-before the Senate committee when the Federnl re. erve 
bill \Y::ts under consideration. lle said: 

~'be man who borrows money on stock.-cxch.:tngc colla tcraiR in Xew 
York, an!l who wants to realize on them quickly, must dcpcnll on the 
ability of the boiTower to rcborrow that money immeuintcly elsewhere 
or upon the sale of the same. Now, if the condition is so bad that the 
lmnks in the clty of New Yorl~ arc ruutblc to ('Xtend accommodations the 
result is that thc1·e is a very violent brenlc in the Yalue· of securities 
au(} we arc in the lillidst of a panic. 

As 1\fr. Reynolds said, that "·as just what hnppeneL1 in l.D07 
\vhen our credit system broke down, and there i no safer banker 
in this country than he, an<l I quite agree \Villi the conclusion 
of his, just quoted. If 1\lr. Paul 1\f. \Varburg, deputy go-rernor 
of the Federal Rcscr\c noard, is not ihe author of this bill 
11rcscnted to Congress by tlre Treasury Dep:rrtment he hns been 
put forwart1 to furnish the testimony to SUPDort it. I must 
therefore ask your inuulgcnce while I quote from the te timony 
before the Senate Finance Committee. I giYc tl1e an wer an<l 
questions: 

• enator Lonr.E. Coultl you tal•e the. c hon(l:; to !be Fc<1cral rt-,..crve 
banks as security nml bave currency issue<l on them '1 

1\It·. WAnntJr:r:. A bank coulll. A bank 11avlng- m:1Lle a Joan on it, it 
con.ld. The ll'lnunce Corporation coulu not. 

Senator GonE. I wish you wonld uescribe how that coultl IJc cJonc. 
Ir. WAr.nunc. l:Iow that could be done'! 
'enator GonE. Y<>.s: what the process would be. 

Mr. WAmmnc. Wel1, let us take the public-utility ro11101'ation again 
that has reeeived tilese hands. They ruigbt go to the {;ity Ilanl> and 
Rfly, "I need $2l'.iO,OOO. llere is my 90-t.lay note secured by these honds." 
'.rhe City nn.nk woulu jndorse this $2GO,OOO 90-uay paper to the li'c<leral 
1·cserve bank and the Federal reserve bank would take it ; it might put it 
up with the Fcde.ral re crvc agent as collateral for notes, an(} it 
might not. ln the latter case the note is ue would not jucrea.se in the 
least through the tran action. .Again, the City B:mk might uraw the 
equivalent by check and mar not take out any currency at all. 

Senator GonE. It couhl only be used by the Federal rcsene banks as 
collateral? 

1\Ir. WAncunc. Yes, sir. · 
Senator ':uoo-.r. Let me cite a ca~e to rou which I think is goin<> to 

l1appeu after 1he organization of thi corporation· -with a capital of 
• ~00,000,000. There is authorized an isslte not ·to <'Xeeed eight timc.s 
the capital stock of that corporation, which is $4,000.000,000. Then 
you issue a billion dollars of notes and obligations to this corporation. 
Now. they go onto the market, and we wlll say that half of them go into 
the hands of the invcsti_pg public and the other half goes into the b:mks. 

Mr. WAnncRG. Yes, s1r. 
'enutor SliOOT. Now. when the banks take s;:;oo.ooo,ooo of those 

bonus they no <lonbt will go to the Federal reserve bank and get the 
Clll'l' nc_v 011 that $;)00,000,000. • 

Mr. W Am:n:nG. They might not get currency. They m.igh t want 
crcuit. 

.'con tor S:uoo1' . .'uppo~e they get it? 

. rr. ·\<\"Annunc. Y~s. 
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!::lenator SMoo-r. o'up(lose tbr>y llo get it. Thr n, when is. netl, there is 
that nmch inflation o! the currency. . 

::Ur. \V.-mmmo. I.;xpansion. 
~cnator J"o~ES. Mr. WarlJm·g, a while ngo von usc1l n te·rm ' ' cx­

}1ansjon," an<l, if I unuerstood . · •nntor • ':.uooT. he- rather t bou~:rht it was a 
distinction ""\Yithout a dlll:crcnec; an(} I wantc<1 to ask you 'if thCl'C is 
110t n. ,·ast nn<l snb. tantlal tHfrercnce !Jctwccn <!)(pansion and infla1 ion? 
In ol"llP.r ·words, ifl all expansion propcrl r t1csigna1:ell as in fin tion? 

:Ur. \Y.wncnc. \\hen cxpan:-ion hccomcs 'c..~tL"eme anll unhealthy we 
term it infiation. I shoulU say that, ns fnr as tl1e 'vo1'lil's ~<'u e ral 
banking and cr·edit situation is concernet1 nn<l the price lcT-cl <>f 1 hings, 
we arc on au infiatecl basis. So far a our currency . ituation j~ rou­
ccrnw, we arc far from lnfl.ated. It is about the most conscnatiYe 
the world bas eYer seen. 

Sc·nator "LODGE. It is not yet inflated?. 
l11·. "WAnnunc:. Not yet. That is the pC'int. The Feu ral r<';;rne 

IJ:ml's have still a. gold r ervc of G:l per cent of nole: anti ilcpo ·It:;, 
which is more than the Bank of Eng-1auu bau in its palruicst tlay .. . 

Before attempting to reply to 1\11'. '\V!ll·lmrg's uistinction l.Je­
twcen in.ll.ation and expansion, l wish to call attention to 
another statement made by him at tbe hearings before the 
Senate committee. I again quote the que ·tions and answer·· : 

The CIIAIRM.1~. Mr. Warburg, I notice one or two cases in which a 
rather "Vigorous statement was made on the part of certain national 
hanks, and I believe the National City lJ{tnk of New York, ag::Unst 
tl1c section whlcb authorizes tbe Secretary, t hrough the corporation, 
to issue notes. 

Ir. WARB"URG. I do not agree wHh that tatcment a.t a.ll. 1 think 
it is utterly unwarranted. The writer o! it appears to inalcate that 
he considers it the better way to go back to the {)thet· method of 
putting out Aldrich-Vreeland notes rather than securities. Now, this 
war coTporation will issue securities, not notes. Tl1nt c..."'qlre:·sion 
" notes " ought to come out. 

Senator LODGE. " Notes " should come out entirely? 
i\.lr. WARBuno. It ought to come out entirely. It ou.ght to be "~llm:t­

tcrm bonds." They must be at lcust one year long. As far us these 
bonds go to the public, they are not at all going to tend to what 
you would cull inflation, because they would not go into the llandH 
of member banks or the reserve bunks, and no notes therefore issued 
against them by the Federal reserve banks. Only when the invest­
mi!nt .mat·kct is filled and when the banks are fi.1l1, then t.he banks 
trulY come to the Federal rc. cnc banks for l'clicf ; nna then, along 
wilh their commercial paper, they may l'ediscount some 13-day or 00-
un.y paper, which would be secured by these short-time I:Jonds or the 
corporation to the extent and at the rates at which Feilcral reserve 
b:mkR may be prepared to clisconnt that paper. Now, :to say that 
this is goi.ug to c.reate inflation is true only to that extent as every 
issue of Government bonds create in itseli inflation, because if the 
Government. instead of the corporation, would itself issue these Ion;; 
au(} ..;liort time bonds the effect would be jnst the same as that pro­
llnccu by the issue of these short-time bonlls. Kow Jllicrty loan bond:; 
have no circulating privilege. .No more baYe these short-term bonds. 
~'lJey can only be used as collateral for member hanks' Dotes or pnper, 
which may be rediscounted when the banks get into a po itiou wl!ere 
th<'y ha.ve to i.ake recourse to the Federal reserve banks. 

I mi~ht discuss this question until the close of this ses ion 
ancl I could not possibly produce evidence more coiiTincin.g t.han 
that of 1\Ir. Warburg himself before the Senate committee 
which proT"es that lie is :m inflationis-t of the highest type. · He 
tells the committee that the "notes " should come out. "It 
ought -to come out entirely," he says. "It ought to be short­
time bonds," he continues. If that testimony js · worth :my­
thing, lt 11royc.c; that he bclieYcs that name count for m·<'IT­
thing and the nature of the credit iosh'1.1me11t counts fot· 
nothing. 

Inflation docs not result from the issuance of bank not<'s or 
nny other kind of paper, but the u , ·e to -which it is Dlaceu. It 
would be just as silly to contend that a person dies {)f ·poison 
because the prescription from which he ob~aine<l poison from a 
drug store was written with red ink instenu of l.Jlack ink. The 
pre cription is only one of the eTi<lences that the pel'son <.licfl of 
poison, but it is not the l.Je-st cYidence; the l.Jest evidence in that 
case would r~ult from q. chemical analysis of the contents of Llle 
stomach. And so it is with the paper of this propo ed corpora· 
tion. It matters not what you call that paper, "short-time 
notes," " short-time bonds," currency, or whatnot, becmiSc H 
they, or either of them, be uset.l to pm·cha e a permanent inycst· 
mcnt or the production of wa te they will produce inflation, 
whereas if they be used for tlle production of es entinl articles 
of commerce or agriculture the effect would be just the oppo­
. ite. A.n<l the effect would l.Je just the SfU!)e "·hellier the war 
material, the production of which is to l.Je the essential bnsines:; 
of this corporation, be -paid for "·ith the "sllort-time bonds" of 
this corporation or golil rcnlizc<l by the Go\ernment from the 
sale of its long-time ~onus, but if the Goyernment pays for 
that wnr material in the latter way antl such long-time bonds 
are not made eligible for rediscount at the lmnkR, that would 
be the end of the inflation tbro11gh tlu\t credit instnunent. nut 
if you clothe the creait ·paper of this corporntion 'rith a special 
prh"dlege, as is proposed, uno to "·hich it is not entitled, then 
you create nn endless chain for many other act:::; of inflation 
which will encourage extr:wa~ance mul "·n;;;te, atH1 thei"el.:Jy <lc­
fent tbe Yery purposes of the biH-thut i:::, the u. e of cnpitnt 
an<l credit for essential purposes only. 
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Let me show you just how this corporation will become the i.l· 
strumentality of the worst sort of inflation, if the corporation is to 
enjoy the special pdvilege of issuing two or four billions of credit 
paper. In the first place the corporations would pay the muni­
tions factories or other industries in that paper. Now, the banks 
of the reserve and financial centers of the counb·y will virtually 
be forced to carry a large line of that paper and they can get 
it only from the munition factories or industries necessary to 
wm·. So the banks of these centers will exchange some of their 
gilt-edged long-time investments, which are far superior intrinsi· 
cally to the paper of this corporation, but which do not enjoy 
such special privileges as will the paper of this corporation. 
Take the National City Bank of New York for example. And I 
take it simply because it is the largest in the country and is 
located in the financial ~enter of the Western Hemisphere. Its 
management would be foolish not to buy a large line of the 
credit paper of this war finance corporation, a line running into 
the tens of millions. The National City Bank is the exchange agent 
for thousands of banks scattered all over the country, State 
banks and trust companies as well as members of the Federal 
Reserve System. Every bank in the country must carry a bal­
ance with some New York City bank so as to be able to sell 
exchange in that great financial center, and the New York City 
bank which can furnish the greatest accommodations to the 
banks all over the country would naturally get established the 
largest line of exchange balances. 

'Vbat will be the result of that? Naturally it would ease up 
the credit at the . banks all over the country, and whenever 
credit is easy at the banks the public will overconsume and con­
tract extravagant habits which they would not contract if they 
had to pay the gold for them, especially so when the banks were 
telling them money was tight, and those people would know that 
they should bold on to that gold, and thereby be in a position t(l 
aid the Government in financing the war. And this would be 
the result whether one dollar of currency was ever issued by 
the Federal reserve banks against the credit paper of the pro­
posed corporation; for the National City Bank could use that 
paper to maintain its large legal reserve at the Federal reserve 
bank and with its reserve intact it could accommodate 'with 
loans its correspondents throughout the country, which use it 
as their exchange agent in that financial center. 1\Ir. Warburg 
said in the Senate Finance Committee hearing, in reply to a 
question propounded by Senator SMOOT, which I have quoted, 
and I now repeat his reply: "They," meaning the banks which 
collected the paper of the war finance corporation and presented 
it to the Federal reserve banks for redi~count, "might not get 
currency. They might want credit." Very few of the banks 
would get currency. They would prefer credit at the reserve 
banks, and with such credit they could accommodate their cus­
tmners in the gratification of their extravagant desires. 

That is the way the inflation will occur, and that is the way 
the expected purposes of the bill will be defeated. For the man 
who uses $6,000 of bank credit for the purchase of an auto­
mobile to give his family a vacation will have $6,000 less to in­
vest in liberty bonds. The only way we can win this war is to 
economize and invest every dollar of our savings in Government 
bonds. This counh·y must start a publicity campaign against 
exh·avagance of every sort. 1\.Iake the patches on trousers 
badges of honor. That is the way the British are financing this 
war. 

TRADE COXDITIONS IN EXGLAND. 

· I want to call your attention to an article appearing in one 
of our leading journals of recent date by the owner of the larg­
est department store in London, England, in which he says that 
busine s is good in London, but the war has revolutionized it; 
that it is no longer stylish for people, however wealthy, to dress 
elegantly. We must do the same thing and adopt the same 
style. The Government should spend several millions yearly 
for advertisi~g, for it must be borne in mind that it is the re­
tail merchant who supports the daily and weekly press, and it 
is unreasonable that those papers should go to work and revo­
lutionize the customs of the people when by so doing they would 
be fighting some of their best customers-the retail merchants. 
The British banks are aiding in that campaign of economy. It 
shoulcl be borne well in mind that the British and French banks 
have learned by sad experience the curse of selling " consump­
tive" credit. They learned that lesson generations ago in times 
of peace, a lesson we have never learned, and a very bad prac­
tice which bas cost us much. The facilities for speculation and 
" consumpti\e" credit are too ·easy. Remember that the bank 
depl)sits "guaranteed cash-surrender values" of policies· of our 
life insurance companies and similar cash-surrender values of 
our building an<l loan associations aggregate the stupendous 
sum of about $32,000,000,000, as compared with only about 

$3,000,000,000 for the same institutions of England and Wales. 
Furthermore, there are but 29 banks in England and \Vales­
banks with large capital and numerous branches and able and 
experieuced managers in control-whereas we have some 30,000 
banks with small capital and controlled by men who have not 
learned the science of credit and the danger of selling u con­
sumptive" credit. 

As proof of this fact, I desire to call your attention to the 
fa.ct that at the present time 70 per cent of the capital of the 
banks is invested in long-time securities of the public-service 
corporations in the United States, an<l in addition to ·this the 
banks are carrying at the present time short-time notes of these 
same companies to the extent of $300,000,000, secured by the 
deposit of bonds of this same dass at a margin, I suppose, of 
about 75 to 80 cents on the dollar. 

A PAnADOX. 

Give me your attention while I state a paradox:; and the rea­
son I ask your undivided ..attention is that this paradox is the 
crux of the whole proposition. Listen! This paradox proves 
that a war machine controlled by an autocrat may be made so 
effective that it thwarts the operation of all other laws, and 
that includes the law of finance and credit. Brute force ruth­
lessly exercis.ed always has and always will surpass moral 
suasion, supported by reason, in the immediate accomplishment 
of its purpose. All that saves Germany from financial ruin is her 
war machine, and none know that better than the great financial 
thinkers of Germany. But woe unto German credit when the 
German people begin to exercise some authority. Germany has 
violated the teachings of all the philosophers of credit and 
finance, and such violation includes the creation of the identical 
corporation proposed to be created by this bill, while our great 
democratic ally, Great Britain, has observed those teachings, 
yet the price of many of the essentials of life are as low in Ger­
many as they are in Great Britain, according to the most re­
liable reports we have from those two countries. That is a par­
adox easily explained when conditions are understood in both 
countries. 

GERMANY Arm SLAVERY. 

Another situation might. be used to illustrate this situation­
the condition of the black in the South before the 'Var; and I 
make this illustration not for any inviduous purpose or any 
spirit of sectionalism. Housed in hovels, fed on rough, simple 
food, clothed in shoddy and denim, worked from sunup to sun· 
down, and the products of their labor sold, and ·Jtilized by an 
aU-powerful owner for the particular . benefit of· the owner. 
Generally speaking, the only regard for the black was to keep 
him fit for his ·toil and to see that he was commercially profit­
able. Considering the investment and the cost of operation, 
there was utilization of man power to the highelit efficiency in so 
far as conditions prevailing at that time would permit. 

It is true that the German people to-day are the slaves of. the 
German war lorc1, and that they will be made to sacrifice prac· 
tically all that life holds dear, in order that the will of the 
Government may be carried out. For a time it will prevail, for 
a time it will be an apparent success, but in the end they 
must reap absolute disaster and ruin. · 

Germany, with her financial system violating all the la,vs of 
finance, does not crack because of the strength of her Gov· 
ernment, which is now dominated by her war machine. But 
woe to Germany when the day of reckoning comes. How does 
Germany's war machine prevent her from cracking under the 
strain? First, she has taken into the State all the material 
wealth of the people ~nd given a receipt for the same--a mere 
scrap of paper-redeemable after the war, and you know how 
Germany regards scraps of paper. Second, she has mobilized 
every man, woman, and child above the age of 14 or 15 years 
into the service of the State for war--the State is everything 
and the individual is nothing. After having mobilized all the 
population for war, the strong arm of the war machine is 
thrust out, and the word goes forth not for any purpose what­
soever shall you work or consume except for the purposes of 
war, and that you may be fit for war. I, the war god, will feed 
ybu like animals, will house, warm, and clothe you like anim:1.ls, 
and you shall work to the utmost of your strength for the 
glory of the Government and the god of war. That is the rea­
son why Germany ·does not crack; that is the power that permits 
Germany for a time to violate all economic laws, all credit laws, 
an laws of money and finance, and.for a time escapes the reaping 
of the whirlwind. 
. Germany, you will notice, has kept down tlle prices of the 
essentials of life in two ways : First, by putting every living 
creature to work as hard as they could stand it, and thnt is 
especially true respecting her prisoners of war, in the working 
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of whom she has surpassed any acts of savagery known to 
history. In the second place, she has accomplished this by con­
Servation, by enforcing her bread and fat card system, and 
from reliable reports there can be no question but that card 
system has -l.leen effective. Why should not it be effective, with 
-her system of spies, whose barbarity is a disgrace to civiliza~ 
tion? Money is worthless in a country where you can not buy 
whnt you want and what your heart craves. There is no ob­
stacle in Germany on the use of credit for production, but for 
consumption it is " verboten "-forbidden. It is worthy of 
mention here that Germany has a rural-credit system through 
which the poorest farmer in that country may obtain funds at 
low rates of inter·est, but every mark of it must be used for 
production. That was the card\lal principle of the system 
when founded 56 years ago, and that principle has been re­
ligiously observed ever since. It is the soundest thing in the 
whole German credit system, and without it the German Army 
never could have been sustained as long as it has been." There 
is still another method of conservation adopted by the German 
war machine since the war began, and it is the most inhuman 
method ever adopted by a civilized people. That is her system of 
murdering the old and very young by starvation-those who 
consume and can not help the war machine at this time. The 
last statement, while illustrative of my proposition showing 
how monetary laws have been arrested in Germany through her 
effective and brutal war machine, is too grave a charge to be 
made against a supposed civilized people without some proof 
to sustain it. I have read many accounts in the press of such 
practices in Germany, but my attention was specially attracted 
to it by an article which appeared in the 'Vashington Post of 
last Sunday, which was written by Ignatius Kinast, who, the 
Post says, is " a German socialist who has just returned to 
Zurich after six months' travel throughout Germany." 

I wish you would bear with me while I read an excerpt from 
.that article. The writer says: 

" In the district of Munchen during the period of 1917 the death 
rate between the ages of 55 to 75 was 21 per 1,000. I was authorita­
tively informed by a Bavarian official that this was nearly 9 per 1,000 
more than the peace-time average death rate during the past 10 years, 
allotting to Munchen district a population of 1,000,000 souls; this death 
rate means that during the year of 1917 9,000 more people died between 
the ages of 55 and 75 than did in the years before the war. Judging · 
from this rate and assuming that Germany has a population of 80,-
000,000 souls, it must be concluded that 720,000 more people between 
the ages of 55 and 75 died in the year 1917 than died during the years 
before the war. It made my heart sad, and I tried to refute it. But 
these were not my own speculations. These were the findings of a 
well-known Bavarian scientific investigator, and the conclusions were 
the result of anxious £earchings after the truth. Some time later, 
when I broached this painful subject to a high health official, I became 
struck with surprise when that dignitary smiled reassuringly and 
informed me that the authorities were well aware of the fact. 'Then, 
you admit, Excellency, that we are in a process of extermination?' 
I inquired agitatedly. Once more he smiled serenely and assured me 
that there was no cause for alarm. And this was the way he rea­
soned. Admitting that the 720,000 abnormal death rate is correct, it 
proves that every day the German power is increasing. Men between 
the ages of 55 and 75 do not create food or any other commodities. If 
it is true that during the year of 1917, 720,000 more people died t~an 
in the year of 1913 or 1914, it is an incontrovertible proof that in 
1918 the food res<:rve of the Empire will be that much more. He went 
on to prove to me by the ' gramme ' that in 1918 the food ration of the 
German people would be so much increased. The more people upward 
from 55 :mel below 10 years of age died the more invincible would be­
come the fatherland. I had to admit that his heathenish and cynical 
reasonings were too true. If the life and happiness of a nation must 
be judged from its power of resistance during a ' blockade, then he was 
right. The exte.rmination of the nonproductive ages would leave the 
remaining population unimpeded in the unhampered conduct of de­
sb·uctive warfare. Nevertheless these are the reasonings of a des­
perate and defeated race. Germany is defeated, but can not be per­
suaded to acknowledge it." 

GERMAN AND BRITISH SYSTEM CONTRASTED. 

I must not comment on that terrible arraignment of the Ger­
man rulers by a German writer, though I believe every word of 
it, for I must stick to my proposition of contrasting the differ­
ences between Germany and Great Britain in financing tlie war. 
As I have already said, Great Britain in financing the war has 
pursued the only effective policy which a democratic country 
can carry out, namely, by refusing to issue credit instruments 
which may be used for consumption and inaugurating a cam­
paign for the people to economize in all essentials and save 
every penny and invest them in long-time Government securi­
ties. Let me call your attention to some of the important items 
in the German Reichsbank statements of July 23, 1914, and De­
cember 31, 1917. During those periods the circulating notes of 
that bank increased from $472,725,000 to $2,866,935,000, or more 
than 500 per cent. Its deposits during the same period increased 
from $236,000,000 to $2,012,600,000, or more than 754 per cent, 
and the notes of the Darlebnskassen-the German 'Var Finance 
Corporation-held by it increased from nothing to $326,125,000, 
while the gold increased only from $339,225,000 to $601,645,000, 
or less than 100 per cent. · 

Contrast those statements of the German Reichsbank witll 
the statement of the Bank of England from July 22, 1914. to 
January 16, 1918 . . During those periods the Bank of England's 
circulating notes increased from $146,585,000 to $226,625,000. or 
less than 55 per cent; its deposits increased from $279;600,000 
to $815,025,000, or less than 200 per cent. The British Govern­
ment did not create a Darlehnskassen or German \Var Finance 
Corporation, and consequently the Bank of England holds no 
such paper. During that period the gold in the Bank of Eng­
land increased from $200,815,000 to $293,840,000, or 46 per · cent. 

Observe what a small gold reserve the Bank of England holds. 
That institution is the reserve agent for all the British banks, 
but those banks do not sell "consumptive" and speculative 
credit as do the German and United States banks. She could 
come here any day and get enough gold to .increase her reserve 
money by 100 per cent if she needed it. John D. Rockefeller 
owns more wealth than the Bank of England ; but does · anyone 
think for a moment that he carries a gold reserve of $293,000,-
000? No; for the simple reason that be has no demand obli­
gations to meet. It is expensive to carry idle gold, and that is 
why it doe.; not carry. it. But it has short-time bills of exchange 
representing "productive" credit, transactions which will al­
ways bring the gold when needed. 1\Ir .. George 1\f. Reynolds 
at the Se.nate hearings on the· Federal reserve bill said that the 
average maturity of the Bank of England paper was from ·7 to 
8 days, and that of the Bank of France 14 days, and yet Mr. 
Warburg would have us believe that the five-year "short-time 
bonds " of the American Darlehnskassen should be made eligible 
for rediscounts at the Federal reserve banks. 
. Are we the only people who can not learn from experience? I 
direct attention to the war-savings stamps experience. The 
Secretary of the Treasury has issued an appeal through the 
press for the people not to sell these stamps, for the simple rea­
son they are producing inflation. Many people not accustomed 
to . the saving habit denied themselves for a few days some 
luxuries in order to get one of the liberty-bond buttons, and 
afterwards sold the bonds or stamps to sorrie merchant. Few 
merchants are capitalists, so they in turn sold them to the banks 
or procured loans on them as collateral. A man who denies him· 
self one meal and acts tile glutton at the next is not going to 
win the war. It is only by persistent effort by all in economiz­
ing foodstuffs and denying themselves the. luxuries of life and 
investing their savings in Government securities that will win 
the war. I want to call your attention to the experience of the 
banks of Paris, France, during the Revolution of 1848, when 
every bank in that city, except the Bank of France, failed. And 
their failure was due to no other cause than that they were prac­
ticing the German system of finance. That is, they were loaded 
down with investment securities. Like the German banks, those 
French banks were financing the railroad industry. Commerce 
was at a standstill, and the distress was so great, due to those 
bank failures, that the French Parliament created a bank charter 
and the French Government supplied ~ll th~ capital, and that· 
new bank enabled the commercial and industrial enterprises to 
resume business. Suppose the French Parliament had organized 
a German Darlehnskassen, as is proposed by this bill, and had the 
Bank of France rediscount its paper, as Mr. Warburg says the 
Federal reserve banks are going to do, then the Bank of France 
would have failed also. You can not make · a sheep out of a 
goat by a mere declaration of Congress, and if you do you will 
find your congressionally created sheep walking the fences nnd 
eating tin cans. And so it is with the paper of the proposed 
American Darlehnskassen. That paper represents consumption 
and should never go into the credit system, and the only way it 
can be made eligible for rediscounts at the Federal reserve banks 
is for Congress to make it so by a solemn declaration to that 
effect, and I am one who refuses to stultify myself, because I 
know it will mean ruin to the country. 

THE FEDERAL RESERVE BOARD STATEMENT. 

Since the officials of the Federal Reserve Board appeared be­
fore the committees holding hearings on this bill they ha\e com­
pletely reversed themselves and condemned a transaction which 
was not near so bad as that which they ask us now to enact into 
law. Last November a banking syndicate disposed of $25,000,-
000 American Tobacco Co. 90-day 6 ·per cent acceptances, re­
newable 1,1p to two years. And that is the transaction I refer 
to and which the board has condemned so severely in a lengthy 
statement given to the press last week. Let me quote some of 
those criticisms which su~tain my argument in every particular. 
They say: 

Ninety-day notes made under a definite renewal agreement at a fixed 
rate is a camouflage for the con venience of the ba.nket· to enable him to 
finance himself by using the 90-day form as a mask to conceal what is in 
effect an ineligible note. When a credit is required for two years it 
should be regarded as an unsound basis for commercial borrowings on 
90-day paper. 
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The bonrd':· . tatem nt ontinue thus: 
W1tllout a guaranty for renewals it woull1 IJ<' tlan ;;crous for th f' bor­

rower. ·with such a guaranty it woultl be nn unso\nHl ·banking ct·etlit. 
A de.m~tnu for one or two year money, exc(:pt for specinl conttucts. in­
tll ntc a need fol' grt'ater workin~ c::t.pltu1, which on~ht to be obtai.ncu 
by in crease of capital o,r IJy mle of o1Jllgut1ons in the invc ·tmcn t m.ftrkct. 

I seek no b.·o.nger ar"'ument than acl\lmced by tlJe boar!l to 
. upport tile whol h·end of my own argument ag~ t authoriz­
ing the propo eu corporation. Let u contra t that tobacco 
tran~action n.nd llie bu ~in :-' wh.icll tll.Ls corporation i: t.o do. 
.There L no . ·oi·t of que. tion l)ut that ilw tobacco tran ·action in­
volved a r :11 productive traP .. 'mctian. The onl.r que:tion \Yas 
the time involnd. TliC tob:1cco c..omprrny doubtless believed it 
wa. a favornule time to uny raw tobacco and it co·uld have raised 
the necessary money b:r selling stock · or bonds. The lm\est 
point its common stock touched last yenr was . lG .:-o per Mare 
and the I1ighest . :.!W. Bnt lliose in control of the corporation 
<lid not wisll to ell :orne of th:l.t tock, as the mnrk t for stocks 
was UCI1ressc<l, antl llie~r \Yould haYc to pay too l1igll a rate for 
money, o it inLluced the l>nnking syndicate to •· cnmouflogc" 
the public by floating it ' . ·hort-time note ' in the credit stream, 
:md that is precisely " ·hat 01e advocates of this bill ll.ropo~e to 
do, "camouilage' tlJe public just ns the German Go\ernment 
has l>ee.n doing all UlTOttgh the war, until they have DO\Y reached 
the breaking point, for I do not !}eli eye it possible for the German 
credit y. tern to holtlnp anotlwr year, notwithstanding Uw e.ffcc­
tiyencss of thc..ir war machioe. 

Instend (If Jlflyin rr om· 0\Vll Goyernment n·o to the apital 
market and sell its loug-tirne bonds, the ad,-ocat -· of this 
.Americnn "Darlclmskn.s ~en " prorlO c to issue its " hort-timc 
bonds" in pnymcnt o.r war materials and give thC'm n. pecial 
privilege to .: camouflage" the banks and ~ nC'ral public into the 
belief that they nre not wlmt they are. 

nut listen, while I quote further f.r· m ih uo:1rcr~ uili L m 
of that tobacco transaction. They say: 

It may be aqmcd tbat there i . at present uo inve t mcnt tuad:et. and 
tllat therefore these renewal tt·~n sactions ru:e neces~arY. llut uoes the 
abrogation or the investment market afford a. reason !o't· tbe destruction 
of the commercial-paper marlcet also? Some plan mu t a.nd \Vill be 
developed to restore to n cc.rtain extent. at lca.st, the security market. 
But e\cn ir tllis restoration ron not be e!Iec:ted, should we not loolt upon 
credit as n commodity of whi c.h only a. limited supply i . available? If 
w·e hasc a.ppronc.llccl the limit, woultl it not be wise to conserve credit 
and apply it only in those directions where its u . e will most benefit the 
r<nmh·y? In illc case of th tobacco company, if it had not securcu the 
full crL'<lit it sought it wouhl have bou~,:ht less tobacco a.nd might have 
adYa.nceu its selling price. "'"hat if it had reduced its inYC'ntorie a.ml 
thu consumption of tobacco ? "\\ould not this haYc been just whn t i · at 
prcsC'n t rcquireu? 

lTEAilL" GS llEFOHE TilE W ~YS A:\D l\IEAXS CO:~DIITTEE . 

I a ·k tho e of ;you who renll the hearings befOTc the " 'ay. ::tll(l 
~Ienus Committee on U.1i bill to bear witness to the fact that tbat 
js precisely the same argument I adY.anced against this corpora­
tion fc:: ·uln~ any sort of credit instruments. But I wi h to repeat 
that there j. ab olutely no comparison between the paper which 
the l>oarll \\'a · criticizing and that paper which tile 11ropo~ ecl 
" Darlchn ~m..., ~en " will create, for the former reprc enteu pro­
c1uction, \\'llile the Jattel' will represent wnste. The uoard in the 
last-quoted paragraph of it.· long criticism states the very gist of 
my argument, namely, tlln t when sou make creilit cheap or easy 
you \viii cau.sc oYcrcmJ:umption. This American "Dnrlc.lms­
kas.sen" pnJ1Cr will make crcuit ea y at the bnn1:s , nnd that will 
allow them to accommodnle tlleir customers in t.hc gratification of 
their luxurious desire. . If that crltici m coulcl be puhlishecl in 
every paper in thls country it would do more good than any 
. tatement L ucd by the Federal Rc crTe Board during the past 
yeru·. It would teach both the b::mks and the public to con:er\c 
credit, and that would mean that we would haTe less wa tc nml 
more monev \lith which to aid the GoYcrnment in \Yinnin"" tlw 
wnr un<11.11u -. pre." erTe our ci-rilization. 

TilE St:GGt:ST.ED TIE llEDY. 

I ay, let tl.J.c "Cn.itetl StateN .make such loan nN nrc ab olutcly 
necessary to win this wnr (Jirect to the public utilities, railroads, 
n.nd indu trr-supeni e<.1 by the be t brains that this country 
nfforcls, nntl thu instill into tlJe public miml an ail· of con­
fiuence in. tcrHl of su .. picion. Th.D confluence ·when thus a c-

. <J.Uircd by lhe people 'rill respontl in n patriotic manner in the 
payment of a.n equitable amount of 1.nxcs and subscribe for 
bond'3 of the United 'tateN on long time, bearing n proper rate 
of interc t. Stop the profiteerinll' nn<l tho 10 per cent plus 
contract·. 'onYince the p"'.lblic tl.J.at the bil1ions nrc being 
usetl wisely, hone tl~·, n.n<1 efficiently to ,,-in the wnr ant1 the 
best people on the fnce of tlli '"' earth, tllo Amerlcun people, ''ill 
resuoml in the gl'n.nting of nll the credit that is necessary to 
win thi wnr, jf H tal\:e the ln. t doJlnr tlmt America pos;-esses. 

AXSWEH TO TilE TIOLDES AUQTJ:\IEST. 

In conclu.:ion. I tlt.>,.-iJ·c to oh .. ~:l'Ye the in~cniou argument n.cl­
yun<:ell by the gt>ntleuwn from Tenue -· -· e ["Mr. liULL] on this 
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floor on Sahu·day in mlvoca<;y of thi. !Jill. Re :tarts out ])y 
quoting from Sir l~llvmrd Bohlen, who, for years, lws bcei1 
ti.Je mo ·t l)ronounced anu 11ersistcnt advocate of the German 
cr tlit ,·J8tcm among tile J,onclon bauker , but he has malic no 
heallwny either \\"ith the London banker~· or the lll'itish Par­
liam nt. The . mn nnu ubst::mce of the gcntlcmnn':s m·gnm nt 
~ay be found. in ..,ir Edward Holden's report of 1Tlis year to 
ll1. hoard of 1.hrectors of the l\Iidlancl Bunk. 

Like Mr. 'Varbnrg, Sir Ellward Holden n.nd eycry other ad­
vocate of the Gcrn1an ·ystem, the gentleman from Tennc sec 
compare.· the strongest point of our system with the sup­
posedJ.r \Yeukcst point of he Britis!l . ystcm, nume1r, the gold 
reserYcs. But none of them eYer make mention in such com­
pari~on with the \YCak points of our system or the strono­
poi.nts ?f the ll_ritish sy tem anll en~ryonc will. ag1·ec that n.n; 
companson "\Thich loes not 'include the wllole is fallacious nnll 
misleading. 

I.et me quote from the g ntlemnn's ._p cch. H ,_aid: 
Tl1e . cret!it-Iendin~ a.nd note-issuin~ power of tile F ederal reserve 

banks 1s still more tlln.n two lJHlions. 
He arri\CS at tiJat conclusion by taldno- a · a ba ·is ·m.ir len·al 

r Cl'vc arbitrarily :llxe<l uy Congress in creating the Fe<l~al 
lle ClTe System. That legal rescrye is pm·e guc swork and 
gro. sly misleading, as no two economists have ever been able 
to ~gree ~s to the amount of gold rcquirc<llmder n Cl'edit system 
which v1olates well-recognized scientific law. But Congrcs. 
may next week re<luce the rese1·ve requirements of ihc Fed01·al 
Tie e1Te Ss tern by 50 per cent, un<l then the gentleman woul<l 
contend thnt we were much sh·onge.r than we \\ere the week 
befor~. .Germany has done that ever since ihe war began, uu t 
she d1cl 1t only to llnve the 11cople believe ·he wa. oun<l when 
in fact she was unsound. ' 

If we refuse to profit by the experience of sucll ou.ntrie. · ns 
Great Britain and France, we should tul'll to the experience of 
one of our neighbors. Conant, in his" Bunking in Mexico" writ­
ten for t.he Monetary Commi sion, says that llie Monte ue 
Pieua<l, the_ largest bank of Mexico. llad a specie reserYc of 
more than uO per cent a week before its failure, but the other 
GO PCl' cent oi it borrowed capital was covCl·ed with permanent 
in\c'"'tments on which it could not realize. 

You may call the proposed "Darlehnskassen" tl1e war-finance 
corporation or any other name you choo:e but if you ooiTe it 
the power to i sue credit instruments and' clotl•e such instru­
ments with a spc~al privilege, -n:hich similar instruments do 
not possess, you wm lliereby increase the facilities for infla­
tion, anll if our credit system doe· not break (1owu durin" lhc 
war \Ye wil1 be year in getting to a position whc1·e -w: can 
push out for foreign commerce aftCl' peace i llcclarccl. [Ap­
plause.] 

.Mr. MOORE of rcnnsyl·mnia. Mr. llai.lmun, I ~' ictd t hr c 
mmutes to the gentleman from J.. ~ebrasku [Mr. SLo..rn]. . 

l\Ir. SLOAN. 1\fr. Chairman, I shall support ibis measure ns 
a \YU:." measure, n.s I have supported every measure in the eYeD 
yeru: .I have been i~ this House, to prepare this Nation for snell 
n en. 1s a we now finll ourselves to be in. I shall . 11ppm·t it for 
the . nrnc rea on that I haYe \Oted for e\ery other TI""ar mea urc 
that ha. been conslUereu re(J'ulnrly by the prop01· aommHtce.s 
and recommenued as important for ihe prosecution of the war 
since its declaration. I shall support it as I haxe supported 
every proposition, havlng an opportunity to deliver myself u110n, 
for the protection of American life and rigllt- on lanll .and sea 
lmcler n.ll circnmstnnccs [applause] ; anll when both were not 
being or could not be protecteu I lmYe yote<l to protect one. 

Tllis m-easure comes before us with U1e indorsement of tile 
\Var and lUen.ns Committee. It comes nt a time when a some­
what ·imllru· measm·e has pa ~ea tl1C other llou c. Whate\er 
argument may be submitted, it will not be upon tile base-· of 
urging npport of the bill gcnera.lly, because the member. llip 
of tlw House generally expect: to vote for lliis mcasur . 

Tint I uo clesire to pre cnt a few fact ~-hich appeal so•on"'lY 
t.o me why this bill in it pre cnt condition slloulcll1USS and why, 
the change appearing in tile bill showinll' dif.Cerencc from the 
fir.t draft handed by tile Secretary of tile Treasury to the chair­
man of the 'Vars anlt l\Ieans Committee, and introuuced by him 
on U1 -lt.h of February, sl.J..oulu be 1.111portell an<.l rctnine<1. 
B\Cl'J' ·ufeguard that w·e lurre a"'reed upon, m-cry brace tlmt we 
can po ..... ibly l.Jring ought to he muintuilleu in tl1i bill to make 
it . h·ong, if strong it can be in.ade. 
Thi~ bill comes as a mighty corporation bill. It j ·, n. I yJcw 

it in its large sense, the org::mizntlon of a central bunking cor­
norn.liou. I lluYc been nt time· n. critic, although I supported 
it, of the National Re. erve Bank Sr. tcm, be n.u e I t.llOnght or­
ganized a. it was, it was liable to fall short of th exp taiions 
of it eutlmsin tic . upport: 1'. ' . I vot <l fol' it and f:nlled atten­
tion at uifferent tim'. on the floor of the llou: ~ to it:· nppar nt 
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nonworking in times of peace. '\Ve hoped that when the crisis 
carne to this Nation it would be given an opportunity to do that 
which its adv-ocates insisted it could do, if the opportunity was 
ever presented. 

Prior to our entering into the war the Reserve Bank System 
ns a factor in our national finances was almost negligible. 
About the 1st of 1.\Iarch, 1917, before the declaration of war, the 
total earning assets of the 12 reserve banks were only $209,-
000,000. Now, after war has been running nearly a year the 
total earning assets of the Federal Reserve System are only 
$1,097,000,000. . I hoped that when this measure was first con­
sidered it would take such form in the House that ·the reserve 
system which-had become the law of the land wotild be given an 
opportunity to perform the functions which its supporters be­
lieved it would perform and which, with some doubt, I thought 
it might perform, that it should have the opportunity. It was 
witll great regret that I found the bill has not taken the form of 
expansion of the functions of.the Reserve Bank System. 

But the bill is here with present purpose and form. l\ly prin­
cipal proposition is this, that what we have here is of such a 
colossal nature and stupendous in its proportions that it is im­
possible to give it all of the safeguards necessary both in the 
law granting power and in its administration. 

I here present a copy of the bill as handed to Chairman 
KITCHIN. 

A bill (H. n. 9499) to provide further for the national security and 
defense and, for the purpose of assisting in the prosecution of the 

. war to' provide credits for industries and enlierprises in the United 
Stutes necessary or contributory to the prosecution of the war, and 
for other purposes. 
B e. it enacted, etc., That for the purpose of affording financial assist­

ance either directly or indirectly, to persons, firms, corporations, and -as­
sociations who;;e operations are necessary or contributory to the prosecu­
tion of the war, in cases where such persons, firms, corporatiOns, or 
associations · shall be unable to procure funds on r easonable or practi­
cable t erms from the general public, or through the regular .banki.ng 
channels, and for the purpose of regulating and controlling the sale and 
offering for sale or subscription of securities hereafter issued, and for 
other purposes in aid of the prosecution of the war, the Secretary of the 
Treasury, together with four additional persons (who shall be the di­
r ectors first appointed as hereinafter provided) , are hereby created a 
body corporate and politic in deed and in law by the name, style, and 
title of the " War Finance Corporation" (herein called the corpora­
tion), and shall have succession for a period of 10 years: P'rovided, 
That in no event shall the corporation exercise any of the powers con­
ferre<l by this act, except such as are incidental to the successful liqui­
dation of its assets and the successful winding up of its affairs after 
six months · after the termination of the war, the date of such ter,mina­
tion to be fixe<l by proclamation of the President of the United States. 

SEC. 2. '.fhe capital stock of the corporation shall be $500,000,000, all 
of which shall be subscribed by the United States of America, and such 
subscription shall, upon the approval of the Secretary of the Treasury, 
be subject to call upon the vote of tlll'ee-fifths of the board of directors 
of the corporation at such time or times as may be deemed advisable ; 
and there is hereby appropriated out of any money in the Treasury, not 
otherwise appropriated, the sum of $500,000,000, or so much thereof as 
may be necessary for the purpose of making payment upon such sub­
scription when and as called. Receipts for payments by the United 
States of America for, or on account of, such stock shall. be issued by 
the corporation to the Secretary of the Treasury, and shall be evidence 
of stock ownership. 

SEc. 3. The management of the corporation shall be veste<l in a board 
of directors, consisting of the Secretary of the Treasury, who shall be 
chairman of the board, and four other persons, 1·o be appointed by the 
Secretary of the Treasury, with the approval of the President of the 
Unite<l States. And director or directors so appointed may be removed 
by the Secretary of the Treasury, with the app:..-oval of the President, 
and vacanci es however arising may be filled by the Secretary of the 
Treasury, with the approval of the President. Whenever a vacancy 
shall occur among the uirectors so appointed, the person appointed 
directo..: to fill any such vacancy shall hold office for the unexpired 
term of the member whose place he is selected to fill. Three members 
of the boaru of directors shall constitute a quorum for the transaction 
of business. 

SEc. 4. The principal office of the corporation shall be located in the 
District of Columbia, but there may be establi<>hed agencies or branch 
offices in any city or cities of the United States under rules and regu­
lations prescribed by the board of directors, with the approval of the 
Secretary of the Treasury. 

SEc. 5. '.fhat the four directors of. lhe corporation appointed as here­
inbefore provided shall devote their entire time to the business of the 
corporation (except such part of their time, if any, as sha.ll be devoted 
to other governmental business) and shall receive annual salaries, pay­
able monthly, the amount of which shall be fixed by the Secretary.of 
the Treasury, with the approval of the President of the United States, 
not, however, exceeding the annual salary of the principal officer of an 
executive department of the United States. ADy director receiving 
from the United States any salary or compensation for services shall 
not receive as salary from the corporation any amount which, together 
with any salary or compensation received · from the United States, 
would make the total amount paid to him by the United States and 
by the corporation exce.ed the amount fixed as the annual salary of a 
director of the corporation, as hereinbefore provided. Of the four 

·directors appointed, as hereinbefore provided, the Secretary of the 
Treasury shall designate two to serve for two years, and two for four 
years ; and thereafter each director so appointed shall serve for a term 
of four years. No director or officer of the corporation shall continue 
to be an officer, director, or trustee of any other corporation or member 
of any firm of bankers ; and, before entering upon his duties, each 
directo:r and officer shall certify under oath to the Secretary of the 
Treasury that he has complied with this requirement, and shall also 
take an oath faithfully to discharge the duties of his office. But 

nothing contained in this act or in the Federal reserve act shall be 
construed to prevent the appointment of a member of the Federal 
Reserve Board or of any other governmental administrative body or of 
a director of a Federal reserve bank as a director of the corporation. 

SEC. 6. '1'he corporation shall be _ empowereu and authorized : (a) To 
adopt, alter, and use a corporate seal; to make contracts; to purchase 
or lease and hold or dispose of such real estate as may be necessary 
!or the prosecution of its business ; to sue and be sued ; complain and 
defend in any court of law or equity, including courts of the United 
States; to appoint, by its board of directors, and fix the compensation 
of such officers, employees, attorneys, and agents as are not otherwise 
provided for in this act, to define their duties, require bonds of them 
and fi.x the penalties thereof, and to dismiss at pleasure such officers, 
employees, attorneys, and agents ; and to prescribe, amend, and repeal, 
by its board of directors, subject to the approval of the Secretary of the 
Treasury, by-laws regulating the mannet· in which its general business 
ma.y be conducted and the priv1leges . granted to it by law may be exer­
cised and enjoyed, and prescribing the powers and duties of its officers 
and agents. 

(b) To make advances uvon such terms, not inconsistent herewith, • 
as it may -prescribe for periods not exceeding five years from the respec­
tive dates of such -advances (1) to any bank, bankers, or trust company 
which has made and which has outstanding any loan or loans to any 
person, firm, corporation, or association whose operations shall be 
necessary or contributory to the prosecution of the war, and evidenced 
by a note or notes; or (2) to any bank, banker, or trust company 
which has rendered financial assistance, directly or indirectly, to any 
such person, firm, corporation, or association by the purchase of ita 
bonds or other obligations: P1·01Jided, That advances -so made by the 
corporation on the basis of any such loan or loans shall not exceed 
75 per cent of the face value thereof: .And prov ided, That any ad­
vances so made by the corporation in cases where such financial 
assistance shall have been rendered by the purchase of such bonds 
or other obligations shall not exceed 75 per cent of the market value 
of such bonds or other obligations at the tinle of such advance, as 
estimated and determined by the board of directors of the corporation: 
.And pt·ovided further, That all such advances shall be made upon the 
promissory note or notes of such bank. banker, or trust company, 
~ecured by the notes, bonds, or other obligations, which are the basis 
of any such advance by the corporation, together with all the securities, 
if any, which such banlt, banker, or trust company may hold as col­
lateral for such notes, bonds, or other obligations. The corporation 
shall, however

1 
have power to make advances (a) up to 100 per c·ent 

of the face va ue of any such loan or loans made by any such bank, 
banker, or trust company to any such person, firm, corporation, or 
association; or (b) up to 100 per cent of the market value at the time 
of such advances (as estimated and determined by the board of diTec­
tors of the corporation) of such ¥nds or other obligations by the 
purchase of which financial assistance shall have been rendered to 
such person, firm, corporation, or association, provided every such 
advance shall be secured in the manner described in the preceding 
part of this paragraph, and in addition thereto by collateral security, 
to be furnished by the bank, banker, or trust company, of such char­
acter as shall be prescribed by the board of directors, with the approval 
of the Secretary of the Treasury, of a market value at the time of such 
advance (as estimated and determined by the board of directors of the 
corporation) equal to at least 25 per cent of the amount advanced by 
the corporation. The corporation shall retain power to require addi-
tional collateral security at any time. · 

(c) To make advances from time to time, upon such terms not incon­
sistent herewith, as it may prescribe, for periods not exceeding 90 days, 
to any savings bank or other banking institution which receives savings 
deposits, on the promissory note or notes of the borrowing institution, 
whenever the corporation shall deem such advances to be necessary or 
contributary to the prosecution of the war or important to the public 
interest : Provided, That such note or notes shall be secured by the 
pledge of securities of such character as shall be prescribed by the board 
of directors of the corporation with the approval of the Secretary of 
the Treasury, the market value of which, at the time of such auvaneo 
(as estimated and determined by tl1e board of directors of the corpo­
ration) shall be equal in amount to at least 125 per cent of the amount 
of such advance: And providecl further, That the rate of interest 
charged on any such advance shall not be less than 1 per cent in excess 
of the rate of discount for 90-day commercial paper prevailing at the 
time of such advance at the Federal reserve bank of the district in· 
which the borrowing institution is located. The corporation shall re­
tain power to require additional collateral security at any time. 

(d) In exceptional cases, to make advances directly to any person, 
firm, corporation, or association whose operations shall be necessary or -
contributory to the prosecution of the war, for periods not exceeding 
five years from the respective dates of such advances, upon such terms 
and upon the security of such bonds, notes, or other obligations, and 
subject to such rules and regulations as may be prescribed by the board 
of directors of the corporation, with the approval of the Secretary of 
the Treasury. The corporation shall retain power to require addi­
tional collateral security at any time. 

(e) To subscribe for, acquire, and own, buy, sell, and deal in bonds 
and obligations of the United States to such extent as the Secretary of 
the Treasury may from time to time determine. 

(f) To issue and have outstanding at any one time its notes or 
obligations in an · amount aggregating not more than eight times its 
paid-in capital, such notes or obligations to mature not less than one 
year nor more than five years from the respective dates of issue, and 
to bear such rate or rates of interest, and may be redeemable before 
maturity at the option of the corporation, as may be determined by 
the board of directors, subject to the approval of the Secretary -of the 
Treasury, Such notes or obligations shall have a first and paramount 
floating charge on all the assets of the corporation, and the corpora­
tion shall not at any time mortgage or pledge any of its assets. 
Such notes or obligations may be issued at par in payment of any ad­
vances authorized by this act, or, for any of the purposes of this act, 
may be offered for sale publicly or to any individual, firm, associa­
tion, or corporation, at such price or prices as the board of directors 
may determine, subject to the approval of the Secretary of the Treas­
ury. Such notes or obligations may be dealt in by Federal reserve 
banks in the same manner and to the same extent as bonds or notes of 
the United States not bearing tpe circulation pri~ilege, and Federal 
reserve banks shall be authorized, subject to the regulations of the 
Federal Reserve Board, to rediscount and purchase paper and make 
advances secured by such notes or obligations in the same manner 
and to the same extent, and at the same rates, or at such higher 
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ra.tes as· tb <' F c<lemi- n.c. er>e Board may appr o-,<' , as they mn s pur- SEa. 11. 'l'hat if. any clnnst', Rc>.ntence, para :;r·nph, or p:ll't of this a ct 
chase or redisconnt pnpe t· o r make a..d\•ances sccut·cd by such l)onds shall, for an,y reason·, be atl.itHlgec.lby any court of competent jurisdiction _ 
or notes of the nit ell titat s . under authority of the J!'ederal re ·erve to be· in>nlitl, or in ca e any court of competent jul'iscliction shall ad­
net . Any F ederal r esene bank a..cquil;ing by purchase or rellL:;count judge to be invalitf any provisions hereof in respect of. aqy cia s- or -
sn 11 paper sen~ll by t he note. or obli ga..tions of the corpomtion may, cla sses of secul'ities, such judgment shall not affect, impait:, 01: invalidate 
witb tlJC tl11Pl'O'Val of til :b'ed ml lteserve Bo:ll'd, use snell paper so the.. rcma..inder of this act, but shall be confined in it:s operation to the 
lli!fflJired for. any pUI:pose for. which it is authorizecl to usc. paper se- clause, sentence, pa.ragrnph, pa1·t, OL' subje~t matter of this act directly 
c.nred by sucll IJonds ot· noteS" oT. tllo. United tutcs: Pr01: ided, Jwwc ve1·,. involved in the controTersy in which judgment shall have been rendered. 
That wbencY<' r Eelleml re~-ve notes itrc· issued again-st the security SEC. 12. ~~bat the term seeuritiee, as- used in this act, includes stocks, 
of sucli pape1r tllc· ll'cderal R.c:-; rve Board ma.y make :x . pecial interest bonds, notes. certificates of inllebtellnegs, a.ncl other obligations:. 
cha..n:c on: fftlcb note.s. w.hicll . in: the discretion of. tile Federnl lleserTe SEc. 13. That the right to amend, alter, or repeal this act is h ereby 
Bou.rtJ. need not l>e applic-able to othe r Federai reserve· notes which exvressly reserv-ed. 
may t:r.om: time to time be is ucll and ontstan:ding. All provisions of YclJ. ·tll " nt ti "t t ' f tl e committee' •:.ports""o,... 
Ja.\\""; not incon · nt liercwitlr, in respect to th'C purchase or l'edis- r ere"Wl · pr ... 'Se lu. por IOn 0 · 1 S n : · 11 "· 

count by any Federa..l reser>e bank of pape1~ secured. by such: b.on.ds- or- ing rn<licnl (]epai~tnre from the departmentrs drnft: 
notes of the· Unite(]: State', and in r.espc.ct to Fedei'Ul reSCl'\C' notes ESSE . ' TBL DIFFERENCES IIETWE:EX TRrS DTLL AXD TJIB Wojll I!'INA'NCE COR-
issued a gains.t tlle . ecurity of such. paper, shaiT extend, i:Il' so- fm.· a:s ron~ION BILL .AS. onrarXALLY JNTrronucno • . 
apvlicn.blc, to the· pmchnse or rediscount- of p::rper secured by tHe notes_ Tlie es ential differenc.es between this bill (II. R. 10608) aml tl.lo 
or obligations .of the corporation and to the Federal reserYe. notes bill II. n. !H!>!J ru·e a..<; follows: 

'"i. sued against tllo security of sucll paper. L This bill 1irovidcs · fuat not more than three director!'! of the cor-
!;;) To exercise by its board of directors n.nd its duly autho.rized poratiton shall be members of the same political party. 'l'hc original 

officers or ugcnt:J;;, all p-owers sp.ccifically granted by the provisions of. bilf dirt· not contain: such- ::r provision. 
thls act, and suclr inddental pow&·s as shall be neces ·ary or proper . 2. This bill specifies tllat no director or officel' of the coryoration sllall 
to· cnnoy O'llt the pm:>ose of this act: Prov ided.. That the powers spe- rm-rticipa to in the determination of any question affecting his· personal 
cifically ennmera..ied herein. sltall be deemed allditional to, and not in interests or the interest of. any corporation, partner. hip, or association 
Hmitation of, any im-pi.Jed powers granted b-y this a.ct: And PT01:ide(l in. which he is interested. The anginal bill did not containr this pro· 
turtll et·, That it shall not exercise any .of those powers or perform vision. 
any business exccvt such as is incidental :md necessat'ily- pl'elimina.ry :::. mkr tIlls biif tlle dh'iletors of tile· corporation will bo nppoin tcrl 
to its org::rnizntion until it ha..s Ol!Cn authorized by .the· Pres ident of the hy tile l'rC'. ident, by and with the advice· and consent O':f. tire Senate. 
lJnite<l States to commence bnsin·ess. tm<lel: tho· prov.ision of this a..c.t. 'l' lle original bill r.rovided for the appointment of the illt·cct.oTS by tho 

SEC. 7. l''OP.' 1he purpo e of- assisting in the Qro-secution: of the war Secrct:uy of the 'l'reasury, with the approval of the P"!'esident_ 
nnd pro,'idin:; Cor. the pub!!.c security a..nl.l. clef.cn e, thro!Jgh. the rcstric- 4. This bill limits the advnnces to be ma<fe to- banl~:s; banker ·. or 
tion of unn:ecc sru·y capital expentlitures, thcr co1·poratl0n may, nnrlcr trust companies to loans made by s uch banks, bankers, or tJ·ust com­
rules and r egulations to be prescribad by th corporation, with the. panies on securities or obligations acquired since the declaration of 
appro>al of, th<! Se:!rr:tary of the Treasury, investigate and license, or. wn.r (Apr. u, Hl17) and outstanding at the time· of. tlle advance-, and 
refnsc' to license, the Rule, m: ofl:e.ring for sale o1· for subscription, of to loans made" to- p-ersons

1 
trrms, cocporlltions, or associatious conduct­

securities, as ber.einafter prt:>Tidcd. Ko pl".rson, fu·m, corpor.ation, or ing :m established and gom.g business Ln the United· States. Tlie· 01·igi· 
a ociation shall sell, n otrcr for sale. or for r;ubscription; auy issue, nat bil[ dill not contain any limitation- of this natm·e. 
or a..ny po.rt of any Issue, of securilies hereafter issued. th.c par· or 0. This bill permits the corporation to make advnnccs · to· saTing. 
face value of. which. issue shall be- irr excess of $100,000, except' in.. hanks. banking institutions~ or trust- companies which re.ceive· sa:vings 
accordance with surh rules and regulations as the corporation, with dcpGsits.aud' to· buildl:ng-:md loan associations f.o~: not to· excce!l:one Yt'ar. 
the appl'ov-al ot lhe ·ecretnrv of the TreasUIT, ·hall prescribe, nor,. The origin.ni· bilt limtted the time for which au aovanee· cowcl be 
when require<l by such rules 'a..nd regulntions,. except a..s permitted by made to- uo days and did. not giro tllis privilege. to trust companies · 
Jic..c.nses grantetl by t!lc corporation. The c.orpol·ation shill, however,. reccivi.ng depositS" or building and loan associa.tions_ 
grant lie.cru;c.s- tor any such: sale, or any uch offer fo~ sale, or for. G. Tllis bill require:s the security for- ailvn.'llces· m::td~ to savings ban~ 
~:~ubs-eription., whic1i 1~ shall ctctermin<r to be consist~t with the. f~re'-- and sitnilar inst:ltutious to be equnl to at lea-st 133 ' per cent of tho 
going purp.oses. &ha:·~s of stock· of. · any corporat10n or. assocmtion. amotmt of the- advance.. ~he· ocigin::tl bill specified. that thct> secnrlt.r 
without nominal or par value shall for the uurposes. of: this act be- shonltl tJe equal· to· 125 pe cent- of the a:mount of the advance.. Tt.i!'l 
dtlemcd. to be of.. the par value · of: $100· each ~ .Any· securities. which. change is made ilr ocder to make the ratio- betwe-en the advance ::mtl. 
upon th.c da..te of. the approval of. this act arc in the poSBession Ol' con" the seenrity- the: same in. all the IJl.'Ovisions of the bill •. 
trol of,.. or ha>e been- h:Fuotheeated by,_ tile corporation, n.ssoci_ntion; 7~ •.rms bill' protides- th:rt when the' co:rporation. makes ~ulvances 
01: obligo1~ issuing the same~ shall not be deemed" to hu.Te beerr 1ssu:ed direct--that i&, w.ithout the adv::tnce going througli . the. banking chu.n ­
prlor to the fTate of tll.c ap-pr.o>al of this act, within. the· meaning· h&·eof. nel&-that the. coi·pora.tiou must reqmre security equal to at. Jea.st 13:1 
Nothing in. this act shn.ll lle consh'Ued· ro prohibit~ o1: to reqttire :my per cent o the amount ad>an.ced by the- C01"POration, nru.1 also · that th 
license from the corporation in. respect Of·, any borrowing: by any rate of.. interest char;;ed: orr such adn1nces shnll not be l~ss' tha-n 1 
per. ·on., l.irJ.n, corpora.tion, or association in the ordinary course of PGI' cent per: annum in· excess of the rate of.. discount· fOl' no--day c>om-
business as uistinguish.ed. from borrowing for cnpit:rl· purpo-ses. This 'al . tb li' d·~-~· d ' t . "' . lrl h t'.... b 
S'""tion sh"ll not ·,., const""'·lcd to !>p:nty· to any sr.c.m·itles. issued _by merCJ., paper- Jll e: e t:.U.LL reser;-c· 18 nc ... Ill: w · c ue orYower 
"" ... u... "-' .. "' is: located. Tliis- bill ::rlso contains u limitation as. to· tll.e- amount of 

:my railroatl corpomtion the property of wlrich p:~ay oc· in: the possession: alfy-.J.n.ces that can· be ma..de- under this section a:t :my O'lle time to an 
:mil control of. the Prt>siclcnt of. tlle United St.atel:t This section shall amfiun.t-e{}uaL to- :t61i per cent. ot (1 ) the paid-in capHnJ stoek of the 
not:" taka e.frect until rules- and regul...'tt:i:ons shall. have- been preBcrlbed ati cb · 1 (2) th t t f t:ll b d 
b"". the cornor~ .... on- a;s heJ.'(linbef.ore- provitled, :tnd ' m'"Y C.Oil'tin.ue in: corp·or on. at su · time P us e- a:gg.rega c- amoun ° c on s 

.r v iU..l .. ..... of the> corp·or.:rtl.on authorize(] to be outstanllin~ a-t such . time~ The 
effect until the expi1·atiou of RL~ mont:hs after tho. termination ot the original bill contained mJ such: limitations~ It· is believed. that these 
war. the date of· such termination to be dl'tcrminc<l by a proclamation limitations will' afford u '\Cry.· va.hmble safegum·d to· the: co.rpoJ."ation 
ot tl.Le- President of tlio UnitC{l Htate.s. Notllin~ dono or omitted by f. th ,, · f tll 
the corporation herelilluer sha..ll be conrunetl as cal'l'ying: the a..ppro\:11 and will. result. in: requil'ing. a.. greater portion ° e:· uuSIOOss o e 

._.,.t corporation to' be transacted. through regula1· banking- channels. 
of: tho cornoration or of the· TJnitcd :::H:atcs of tile leg-.1lity, ya.l!uJ :1, \ · Tliis bill 1imiis. the· aggregate amount ot advances that can be made 
worth, or security of any securities . :mel outsta.ntliug- under this- act at any one·· time to any person, firm. 

SE.c. 8. That wlloevet: sllnll willfully Yiolate nny of tile pro>ision:s of corporation, or associati.on to nu amount not to exceed· 10 peP cent of 
tills act o~ of any license, ot·llcr, rule, ot· r e!!lllntiorr is ned. hereondcl",. or the authorized capital stock of the corporation, or $50,000,000. ~~ll e 
wlloeYer shall willfully violate neglect, or reru e to comply with any original hill. co.ntain.ed no such limitations. Tb.is provision- is also be~ 
such license, order, rnfe, Ol' rc::;ulation is ued hereunder; sllall, upen lieved to be a VCI'Y valuable sa..fe.,."'Wlrd. 
comiction in any con d .. of the: 'Gnited Stat-es of comQetent juris.dictiorr; o. This., bill requireS" the. C.Ol'POI'll.tion to file qua.rtel'ly repm·ts. with t.l.w 
ue fined not more · than ':i,OOO, or, if u. natural person, imprisoned fm- Secretary of the Semrt~Faird- Clerk of the House of. Reprcsenta.tlves, giv­
more than four years, or both ; and anr officer, director, or agent of. any ing the name anu place of. business of each person:. ti..rm... corporation. or 
corporation oL~ association. or member of any firm, who shall kn'Owingly; a socia.tion r.eceiying advances illr.ect from the corporation·, the: amount 
participate in an.y- such violation. neglect, or refusal shall be puni lled a<l-,anced, the terms, ami the sec.urity accepted therefm.·. The: original 
by a like fine or imprisonment or bot!J . bill contain~d no sudt. provision. 

SE ·. D. That all net earnings of the corporation not ro-quired for its 10. 'fllis Wll limits the pow&· of the corporation to d.cal in. bonds 
oper:rt.Wn.s shall be.. accumulatc<f as a re~er•e fund. until such time as n.rul obligations of. the United State. to . those issued o.r. conyextcu since 
the cot'pora:tion Ji@illates under the terms of this act: Such r.uservo· Sepiember 24,. 1917 (the time tbe la.st bond act became a law). Tho 
fund shall, ugon .directlon of the Secretary of tli:e Treasury, lle investell orig:l.nal bilL woul have permitted the corporation to- deal in, :my bonds 
in bonds, notes, or ee.rtillcates of indei.Jtedness of tho United Stntcs, or or obligations of the United States. 
upon like dkection may be UCJ10sitoo in membm· banks of the Fede.rar 11. 'l'llis bill authorizes the corporation tO' i sue $2,000,000;000 of· 
Re'Cl'YC l:ly tcm, or may upon like· direction be de-posited in. a..ny of.' the honds to mature in nov less tban one year nor more than. fL>e yem ~ . 
1i' dcral rescne banks. The Federal reserve banks are hereby authox: The.. original bill authorized the corporation to issue $4,00'0,000,000 
ize<L to act as tlepositnries f.or a.nd. as fiscal n.,gents of: the· corporation in worth of IJorul . 
tho generar performance of the powers. conferred by- this net~ Beginning 12. ThiS" bill prondes that wheneTer a Federal reserve lJank lll counts 
Ri~ months after th.: term.ination of. the wnr, . the date· of such terminn..- or. rediscounts paper secured by the bonds of the curpol"atitJn· that. it 
tjon to be tixel.l. by a proclamation of the President of. the· United Stutes, shall not discoun1: or rediscount such paper at a. lesS' inter-est' cha-rge 
the directors of the. corporation shall proceed. to liquidate· its assets. and than 1 v-cr- cent :rbove the pre> ailing_ rates fm· ei:lgib'le- commc>rcial 
to wind up· its affairs. Any balance remaining after the payment ot_ all pn..per of corresponding: m:ltu:rity. Tllc original bill left tlie- inf ,. st 
its uelits shall be- paid to and become- the property of· tile United States, rate to th<! discretion of the Fedentl Reserve BoarC:C If i,s lit'Jj vecl ' 
and thereupon the co1-pox.ation. 5ha.li he dlssolmll . tha't tlus provision will afford :t. v-ery ntluable safeguard to· tile Federal 

't;c. 10. Tllat a..ny a..nd all notes and ob~ations Lc;sued. by the corpora- Reserve System·~ . 
tion shall be exempt, both us to prindpal and intet·est, from all- taxa- 13. i'!Jrls hilL provides that before paper secured by the' bonds of 
tion now or hereafter imposed by the United State , any State, or an.y the coi1Jor::ttion can be discounted or redi.scotmted by a Fcderol :.I·e ervA 
of: th-o pos cssions of the United States, or by any loc:.1.l taxing authority. b:mk. that the: member bank must satisfy the Fe.de:rnl reserve· bank 
~xcept (a) estate· or inltei·itnnce taxes, and (b) graduated adtlitional ·- thai: it does not ltave in. its possession for the purpose of clls­
jn.-eomc t::rxes, commonly known as sm:t:L"res, an£1 cxce.s&pro1its· and war- count. sumcien t commercial paper e-ligible for disc.on.nt · Ol'' redis­
pro1lt taxes, now. o.r. he1·eafter im~sed by the United: Stat~ upon .. the count under t:lie regulations: of the Federn.l Reserve Board made un­
incomc or profits: of individuals, partnerships, associations, or, corporn- de.r: authority of the... Fedeur res.cr.ve act. The- original' biJJ contained 
tions~ Tile interest on an amount of. such notes and obligations the· no sueh· vro'Vision. · 
princ>ipal of wblch does not exceed in the aggregate $.5,000 owned by I4. Tbi.s:'bilr coni:a.ins no p1·ovision, as did the ori::inal bill; J)Cl'mlttin~: · 
any intlividual, partnership, associa..tion·,. or corporation.. shall be exempt rn..ember ba.nks: o£. the li'cde..ral. RescrTe Ss.stom to denJ . in tlle· bond ot 
from tho taxes J?rO'Vidcd for in, SUbdivision- (b r of this · clause. The COl.'- tho- COl:pOr::rtian:. 
:pemtion, includmg· its franchise and the ca[Jita.l and· reserve or surplus ' 1:5: This. hill; creates a; CapitaL Issnes Committee;. to bP.· ~OIDpo , cl of 
thereof, a..nd the· in.c.ome. dcrivcfl therefrom. shall be exeml)t fl:om.all. taxa:- severr mom!Jer~c; to-· be· a:ppujntetf by · the PresWent of the: Un ited States, 
tion uow or hereafter imposed. by tb.e. United Stu'tcs,, any State, o~ any ' by and: witfi the: allri(W· am.L cons.c.nt of tlic.· Scna..to- to· in.vestlg::rte, pal!. 
t)f the p.ossessionS' of the.. Uni ted Stutes, or by any l ocnl taxing authority; l upon .. a..n~l detel':mino wncther or. not it is compUtlhlc· wHit the~ l)llhlle 
4>X<rept. thnt any: re.a:l property of the corpor ation· shalL be subject to. · interest' tlllrt: tn.cre· slialli be solO or offered for al or for. subscription 
l::itatc, county, or municipal taxes to the same extent, according to its ' any is. ue Ol' paTt of an issue of securities the totu.J· or a.ggregntc pa~.-
valuc, as other real property i taxed. or face >alue of which is in ex cess of $100,000. Tile original bill 
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-authorized the corporation to investigate and license or refuse to license 
the sale or offering for sale or subscription of securities the par or face 
value of which were In excess of $100,000. It is believed that the 
issuance of new securities will be limited, in most cases~. under the 
proyjsions of this bill, to those coll)patible with the pubuc interest. 
as effectively as would have been possible under the original bill which 
was much more drastic. 

16. This blJl contains no crimlnal penalty provision for any sale 
or offering for sale of any securities issued when the Capital Issue 
Committee has found the issue of such securities incompatible with 
the public interest. The original bill provided a penalty of $5,000 or 
lmprisonment for not more than four years, or both, .for any vio­
lation of any of the provisions of the act or of a,ny license, order, 
:rule, or regulation issued thereunder. 

17. This bill provides that the United States shall not be liable 
for the payment of any bond or other obligation o-r the .interest 
thereon issued or incurred by the corporation, nor shall it incur any 
liability in respect ot any act or omission of the corporation. The 
original bill made no reference to the liability of the United States 
for the payment of the obligations of the corporation. 

18. This bill makes anyone who (1) forges or counterfeits any 
bond, coupon, or paper In imitation of or purporting to be in imita­
tion of a bond .or coupon issued by the corporation, etc. ; or (2) embez­
zles abstracts, or willtully misapplies any money, funds, or credits 
of the corporation, etc.; or (3) with intent to deceive any officer of 
the corporation, makes any false entry in any book, report, or state­
ment of the corporation, etc., liable to a penalty of $5,00.0 or to im­
prisonment for not more than five years, or both. 

The original bill contained no similar penalty provision. 
I shall discuss the measure on the basis of the large scope 

-of the original bill and the Senate measure, each of which pro­
vides a ca.Pital of $500,0001000 and an authorized loaning power 
beyond that of the capithl of $41000,000,000. I would impress1 

by way of comparison1 because all things in this world are rela· 
tive, tbe magnit:ude of this corporate creature which we are call· , 
ing into being. 

First. It has the stupendous capital of $500,000,000. That is 
'Seven times the amount of the capital of the 12 regional banks 
of tbe United States. :A recent statement shows their capital 
$73,624,000. It bus nn authorized loaning power of four 
and one-half billions of dollars. That is more than four times 
the amount of the loans and discounts, of whatever character 
they may be, including all earning assets of the reserv.e bank­
ing system ·at this time, which are .$1,0971322,000. 

Second. The capital of this corporation, $500,000,000, lacks 
very little of being one-half of the total capital of all the 
national banks of tbe United Stutes combined. The figures, 
which probably should be raised a little as they are the figures 
for 1916, are $1,066,000,000. So the capitalization of this cor­
poration, $500,000,000, lacks little of being one-half of -that. 

Third. Five hundred million dollars capitalization is greater 
tbun that of any 200 national }:>anks in the United States. 

Fourth. The loans of four and one-half billion are more than 
one-half the loans and discounts of all of the national banks of 
the United States, stated to be $8,81~,312,000. · 

Fifth. This authorized lo:ming power amounts to nearly 
twice the amount of the loans and discounts - in the mutual 
savings banks of the United States, stated at $2,368,691_,357. 
- Sixth. It amounts to more than all of the loans and dis­

counts in all of the State banks of the United States, which 
are $4,111,555,000. 

Seventh. The loans and discounts now in all the notional, 
State, private, mutual savings, and stock saving banks, com­
bined with those of the loan and trust companies of the United 
States, amount to $20,000,000,000. So tbe loans authorized by 

· this gigantic corporation are 22 per cent of all of the loans 
and discounts in all the banks and related institutions in the 
United States. It seems to me that, large as that is, it should 
be safeguarded in every · possible way, both in the grant of 
power and in tbe matter of administration. 

Eighth. I call attention to another fact. The loans authorized 
by the original bill is a larger sum than all of tbe deposits in 
all the following great national and international banking 
concerns combined : 
The Imperial Bank of Germany _________________ -$1, 1.31, 771, 750 
The Bank of Englund____________________ 867, 4!J5,250 
The National City Bank, of New York___________ .735, 104, 800 
Tbc Bank of France_______________________ 43G, 33!), !J50 
Tile Credit Bank of Austria__________________ 388, 310, 700 
The National Bank of Argentina____________ 31!), !)54, 500 
The Bank of MontreaL_________________________ .295, 432, DOO 
The Commercial Bank of ltalY-------------------- 235, 768, 200 

They had. a totul of deposits, on the 1st of Ja:nuru:·y, 1917, of 
$4,-408,U8,000, nearly $100,000,000 less than the authorized 
loaning -power -Of this great corpoTation, which ·was sought to 
be brought into being through the bill as introtiueed, ·which we, 
of course, have reduced from a basis of 45 to a basis of 25. 
That is, en pi tal, .$500,000,000, and adilltionu.l loaning power, 

. -$2,000,000,000. 
N1nth. If all these Joans were maae, and the interest hut1 to 

be paid in gold, the production of gold in the United Stutes­
$92,000,000 in 1!)1_6, the latest figures I could obtain-would 
pay only 2 per cent on the Joan authorized. 

Tenth. The loaning powe1· of this corporation or bank, what­
ever you .may call it, is twice as great as the assets of the 22 
leading industrial corporations of the United States, hereafter 
named in the prewar period, use as a basis for war-taxing 
-purposes: 

The Bethlehem Steel Co., the Colorado Fuel & Iron Co., the 
United States Steel Corporation, the American Cur & Foundry 
Co., the American Locomotive Works, the Baldwin Locomotive 
Works, the Ameri~un Smelting & Refining Co., the Anaconda 
Copper Co., the Ametican Sugar Refining Co., the American 
Telegraph & Telephone Co., the American Tobacco Co., Central 
Leather Co., Corn Products Co., General Electric, Mexican 
Petroleum, Pittsburgh Coal, Sears-Roebuck, and United States 
Rubber companies. Their combined assets amounted to $2,130,, 
000,000. That is less than one-half the amount of the loaning 
power of this great corporation. 

Eleventh. The loaning power of this corporation perhaps 
equals one-half of the gold in the world outside of the arts, 
estimated at $9,000,000,000. · · 

Twelfth. It would build 12 Panama Canals and buy their 
respective sites. 

Thirteenth. It would buy the United States corn crop of 
1917, with millions to spare. 

Fourteenth. It would pay practically all of the public debt 
of this country-National, State, county, school, and munici­
pal-before the war begun. 

Fifteenth. rt would buy, with half a billion dollars .to spare, 
the property of nil kinds and character in the State of Ne­
braska. 

Such is the bill that was first proposed in the House, has 
come from the Senate, and may be urged in conference. The 
foregoing figures and staggering comparisons suggest potent 
reasons why we should retain all the changes made by the 
Ways and Menus Committee. 

Mr. MOORE of Pennsylvania. 1\Ir. Chairman, may I ask 
the gentleman n question? 

l't1r. SLOAN. Yes. 
l\Ir. MOORE cf Pennsylvania. I did not get the reference 

to the State which the gentleman represents. What was the 
relationship of Nebraska to this national corporation? 

Mr. SLOAN. All of t11e J>roperty of Nebraska, estimated at 
$4,000,000,000, would be half a billion dollars less than the 
.authorized loaning power of this great corpo1·ation. 

1\Ir. l\100RE of Pennsylvania. Then, us a matter of fact, the 
organization of tllis system would be a mere bagatelle to tha.t 
grent State. 

Mr. SLOAN. Oh, no; I sllo11.ld be pleased to say that our 
.State could swallow up u corporation of this kind, but, standing 
in front of Washington's picture and in the city bearing his 
name, I can not tell it that way. This corporation has a 
loaning pow~r of $4,500,000,000, while the property of Nebraska 
amounts to only $4,000,000,000. This corporation overshadows 
great.coal, steel, and oil cm"Po-rutions in the old Keystone State-­
a State that is honored by the representation of the distin­
guished gentleman now acting as chairman of the Committee 
on Wnys and Means for the minority. 

Ur. MOORE of Pennsylvania. I had intended to say that 
the Stnte of Nebraska has been so well represented by the 
gentleman in this House that I assumed its general assets had 
mounted up so high that the organization of u war .finance 
·corporation would be a mere ·bagatelle to the Commonwealth. 

Mr. SLOAN. I have been endeavoTing to reprE-sent mer~ly 
a portion of the State, 'but unfor-tunately it has not been 
able to increase in wealth to keep puce with the .tint of a 
Government creating . ·corporations. But in per capita wealth 
it stands fourth in the Union, which, of course, sets it ahead of 
Pennsylvania. 

Mr. MOORE of Pennsylvania. That is a tribute to the 
gentleman's faithful service here; he certainly has not en­
riched himself in t'his representative capacity, except in the 
friendship uf his colleagues. 

Mr. SLOAl~. I trust the committee will refuse to take 
notice of this blush of mine. 

Mr. l\IADDEN. Will the gentleman yield? 
Mr. SLOAN. With J)leusure. 
Mr. l\i.ADDEN. I notice the gentleman from Pennsylvania--
1\Ir. SLOAN. Always truthful. _ 
1\Ir. MADDEN (continuing): Who sits close to the head of 

the Republican side in the Ways and Means Committee, on 
which the gentleman .:from Nebraska serves with great distinc­
tion, ·seems to be in doubt us to what State the gentleman who 
is now s_peuking is from. To whnt does the gentlem:in attribute 
the ignorance of the gentleman from Pennsylvania when he 
askS such u question us thati 
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Mr. SLO.A....~. I refuse e\en to consider that the gentleman 
from Penn~ ylnmia is ignorant on any subject. It woul<l be a 
l'efiection upon the subject to say thnt he knew nothing nbout it. 

Mr. MOORE of Pennsyl.-ania. The gentleman is quite right 
about that anu the tatement of the gentleman from Illinois 
upon this occasion is unaccountable. There is no reason for it 
except to afford an excuse for joining in the compliment which 
the gentleman from Pennsylmnia was endeaYoring to pay to 
the gentleman from Nebraska. . 

Mr.' WALSH. Will the gentleman yielu? 
Mr. SLOAN. After Illinois and rennsylYania I 3·ield to the 

great Commonwealth of Massachusetts with a great deal of 
pleasure. 

Mr. W ALSII. I want to a. k the gentlem:m if outsiue of all 
this that has been brought out by the gentleman from Illinois 
anu the gentleman from Pennsylyania, be thinks this is quite 
a worthy measure? 

1\lr. SLO.A.X Notwithstanding anything the gentlemen may 
haye saiu, it is a measure that will probably obtain the support 
of nearly e\ery 1\lember of the House, not only those Members 
who usually Yote in a body, but those of inuependent purpose 
and character who do not fear to be in the minority if right 
anu might seem not \Tell paired. 

Mr. 1\IOOHE of Pennsyl.-ania. All of which goes to show that 
tlle gentleman from Illinoi , tlle gentlemab. from l\fa. sachu etts, 
ancl the gentleman from Penn ylYania agree that while they 
should' yery much regret to lose the membership here and 
the association of the gentleman from Nebraska, · they hope 
he will continue to rise higher and higher until he sits 
in another body of tllis Congress, though not quite so distin­
guished a this. 

Mr. SLOA...l\T. To which propo ition I do not e\en reserYe the 
right to object. 

Mr. l\IOORE of PennsylYania. The gentleman is always mod· 
est, but too mode t on this occasion for his own good. 

1\lr. SLOA . .~.~ . WhateYer my good may suffer from whateyer 
cause I know I haye friends in this House who will become my 
champions should occasion eYer require. 

l\fr. 'VATSON of Pennsyl.-ania. 1\lay I call the attention of 
the gentleman to the fact that a number of the corporations he 
mentioned with great capital had homes in the great State · of 
Pennsyl\anin. 

1\Ir. SLOAN. The gentleman from Penn :rlnmia who bas just 
spoken i always loyal to the Keystone State. It is a great 
State. I think it is the greatest State on earth for one to haYe 
his parents married in. The fact is I selected it for the 
matrimonial contract of my parents. But, of course, great as 
it is, whoen~r haYing the opportunity to come to Illinois, Iowa, 
or Nebra ·ka woulU certainly be derelict to their duty if they 
did not lea'"e PennsylYania. [Laughter.] 

1\fr. l\lADDEN. 'Vill the gentleman allow me· to interrupt 
him for a moment? 

1\lr. 'SLOAN. I am ahmys glad to yield to the gentleman 
from Illinois. 

1\fr. l\IADDEN. I haye watched the distingui hetl statesman 
from the State of Kebra ka during his membership rn the 
Hou e with a great deal of interest, and I recognize in llim one 
of the leading men of the Nation, who would reflect credit UJ1(>n 
any State, to say nothing about Kebraska, one who will perform 
any function that will deYolye upon him with ability and dis­
tinction. The people of Kebraska have reason to be proud that 
such a man speaks for them upon the floor of this House. 

1\lr. l\IOORE of PennsylYania. Will the gentleman ;rielu? 
1\fr. 1\IADDEN. They will be still prouder if they shall take 

the first opportunity to select him to speak for them on the 
floor of the Senate. [.Applau e.] • · 

l\Ir. l\IOORE of PennsylYania. Now will the gentleman yield? 
1\Ir. l\lADDEN. Yes. 
Mr. l\IOORE of Pennsyl\ania. In the statement the gentle­

man has just made on behalf of the great Commonwealth of 
Illinois he at last agrees with the greater ColllDlonwealth of 
PennsylYania. 

Mr. 1\.L::\..DDEN. It is a gr at pleasure to know that occasion­
ally PennsylYania gets into the right line, that it sees straight, 
that it can recognize good in a man coming from an agricultural 
region such as that from which the gentleman from Nebraska 
bails. 

1\lr. MOORE of Pennsyl\ania. .All of 'rhich I take it means 
SLOAN, of Nebraska. 

l\.Ir. l\I.A.DDE:N. And so I want to assure the people of Ne­
braska that I regret exceeuingly to learn that they have com­
mandeered our friend to enter the race for another body, and, 
having commandeered him, we sincerely hope that they wil! 
u e the 'Yisdom which the~· · haYe thus far dLplaye<l to the ex-

tent of selecting him and commi sion him to speak for them in 
the future. [.A.I1plause.] 

l\Ir. SLO..:L.~. One thing I am greatly interested in is to know · 
whether any of my distinguislled friends who have •• spoken my 
prai e" happens to be the seYenth son of a se\enth son, because 
only to them is true prophecy granted. 

l\Ir. WALSH. Will the gentleman yield for a question? 
Mr. SLOA."-~· I y~eld to the gentl~man from Massachusetts 

with the same readiness that I would to any other delightfi.ll 
temptation. 

Mr. 'VALSll. The gentleman, in making 1nquiry with refer~ 
ence to prophecy, \Vill recall that some time ago he <lid me tlle 
great honor of asking me to make a speech in his district. I 
want to assure him that at that time I took occasion to indulge 
in a pro11hecy which I find is being substantiated by my col­
leagues, the gentleman from Pennsyh·ania [1\lr. MoonE] and the 
gentleman from Illinois [1\Ir. lU.ADDE::-<] ; and that if I shonltl 
have occasion to revisit that ·section of the gentleman's great 
State it \Yonlu afford me great pleasure to tell the people of his 
dishict, or to say to them when the gentleman ~hall have been 
selected for a higher station in the legislative branch of the 
GoYernment, "I told you so." 

1\Ir. SLOAN. I thank the o·entleman from 1\Ia sachusetts fo!.· 
what he ays here and '.Vhat he said on that occa ion. Do you 
know it is true that he ~poke in the heart of my di trict, nn<l 
that at the election following my majority was largely iu­
creased oyer what it was at the preceding election. 

Much has been said and may be properly said about legi.' la­
tion suggested by heads of departments and by the e:s:ecuti\e 
branch. Some goocl, perhap , can sometimes be done ~n that 
way. I clo not here and now join in any particular criticism 
of that kind of legislation. This i true, that wherever there 
has been an E:s:ecutiYe there bas always been a desire to in­
crease his power. It would be unnatural for a man in po,Yer 
not to ask for its increase. This fact was long dwelt upon by 
the framers of our Constitution. It was as strongly glmi·tlcu 
against as seemed possible. But it \Vas left largely with the 
representatiYes of each branch to zealously defend its own juris­
diction. The fault lies as fully with those who permit this in­
Yasion as those ·who would invade. \Ve, as a great legislntiYe 
bod~-. perhap should not be too seriously critical of those who 
woulcl ask for grants of power. The criticism should come to 
us if we unduly grant it. 

The bill that lws been prepared by au executive department 
has been adYerted to frequently. In order that history may be 
kept on straight, I shall ask that that bill be made a part of 
my remarks, so that it will be easy to compare what i finally 
granted in this bill with that which was originally asked. And 
I shall also offer the report of the committee showing the · im­
portant lines of departure from the original bill. 

And in addition to that I call :rour attention to one of the 
most important State papers issued during this war period. ·rt 
was written by the Secretary of Agriculture, the Hon. DaYid 1!'. 
Houston, in which lie discussed, and I trust the l\fember · of 
this House will take occasion to read it at length when tlle 
opporhmity presents, a system of legislation in a country \Yith 
which we are now at war. He discu es the lleichstag, and 
says, among other things : · 

TIIE REICHSTAG XOT REPRESEXT.ATIVE. 

"But," it may be asked, "how can this be? The llcichstag is 1.h·~ 
popular house oi the Imperial parliam..:nt, and . its members arc elected 
uy universal suffrage. Is this not conclusi\·c evidence of popular par· 
ticipation an!l contl·ol?" 

• • * * • $ • 

The Reichstag is little moi·e than a debating society. It was intenlle1l 
to be nothing more-to be a '' op" to the progrc siveR. Its powers are 
great on paper but exceedingly small in reality. It ha the cons titu­
tional functiOn of passing on the budget, but the principal revenue laws 
are permanent. ~'he Reich tag can neither increa e nor decrease the 
Rchedules nor make any change in the existing situation unless the 
King of Prus ia wishes it. This comes about in this way: The 
Hundesrath is the upper house of the imperial parliament. Its mem­
bers are delegates from the various States, representing several State 
governments, and not the people. They vote according to instructions, 
and one member may cast the vote for any delegation. Fourteen mem­
bers can defeat any measure, ancl the Government of Prussia-that is, 
the King of Prussia-controls 20 votes. 

The Heichstag does not really initiate legislation. Important meas­
ures are fir t discu sed in the Bundesratb; then they go to the Reichstag 
and back to the Bundesrath for approval. The initiative, for the most 
part, comes from the chancellor, who is also prime minister of l'russia. 
'£he ruler, · as Emperor, may instruct the chancellor to prepare a meas­
ure; as King he may order him to introduce it and may direct amend· 
ments to be made and prevent changes. 

I suggest these three documents as important for the consider­
ation of eyery Member of the House of Hepre entatives. In ay~ 
ing that I do not reflect upon any e:s:ecuti\e department or upon 
any e:s:ecuti\e, but I wish to call to the attention of the l\1embers 
of the House tbat if critici. m eYer does come it will not be 
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more upon those who may demand undue power th:m upon the 
Members of tile body whose duty it is to preserve to the people 
that power and '\Vho supinely grant that which was unduly 
asked. I think our highest duty is to preserve intact the func­
tions and jurisdictions of this, the greatest and freest delibera­
nti>e body anywhere throughout the worl<l. [Applause.] 

I think, perhaps, gentlemen, my time is nearly up, but I 
desire to say in closing as a final reason for supporting this 
measure that when the battle line established by Hindenburg 
the Hun, under the combined might of America and the sea­
soned strength of those who fight with us, has been smashed ; 
w·hen the arrogant · Hohenzollern whose savagery added to civ­
ilization makes him the satanic personification of the century in 
his ma<l emulation of tile mighty Macedonian, the imperial 
Roman, and the powerful Corsican, shall fall short of universal 

. dominion; when his degenerate son, crazed by the ghosts of 
Veruun, shall desperately cling to the crown of a diminished 
Germany ; when the allied powers shall take up the greatest 
burden of all time in the rellabilitation of continental Europe; 
anti when the statesmen of our own great country shall be 
solYing the problems of our post-war period, there will come a 
clamorous demand upon us as to why we eilllcted this colossal 
legislation. Its proportions, judged by its apparent effects, will 
be better re\iewed an<l understood then than now. Our only 
ans"\\er in that dny will be "We surveyed our circumstances; 
we considere<l our national needs; and acting in part upon the 
advice of those to whom the American people gave executive 
control, guided by our best judgment and the highest dictates 
of _patriotism, created this weapon of war." 

l\Iay we hope that it shall be placed in the hands of those 
who will so wield it that instead of an excuse or defense we­
may submit a modest boast? [Applause.} 

Mr. 1\lOORE of Pennsylvania. Mr. Chairman, I yield 15 min­
utes to· the gentleman from Wyoming [t\ir. l\1oNDELL]. 

l\1r. 1\IONDELL. l\1r. Chairman, the present pm·amount pur­
pose of the American people is the winning of the war. To the 
fulfillment of that purpose within reason all else must for the 
time be subordinated. The first and compelling duty of the 
Congres:::i is to enact such legislation, grant such authority, and 
make such appropriations as in the opinion of those charged 
'vith responsibility, in position to know conditions and qualified 
to judge of them believe to be essential in the carrying out of 
the Nation's purpose-that of strengthening the Nation's arm 
abroad and maintaining the best possible conditions at home. 

It is from this point of view that I shall consider the legisla­
tion now before us. That it is radical, almost revolutionary, 
there can be no question. That it proposes a grant of power 
nnd authority which might be abused none who have carefully 
considered it can doubt. That under normal conditions it would 
not be seriously considered no thoughtful person will deny. 

In this sihmtion the one vital and conh·olling question is, Is 
legislation of this character necessary? Must some such legis­
lation be ·enacted in order to so support and strengthen tile 
financial and economic structure of the Nation as to enable our 
people to effectively bring to bear all of the Nation's mighty re­
sources in the prosecution of the war? l\1ust it be enacted in 
order to maintain the sound and safe industrial and economic 
conditions necessary to the winning of the war? 

On this proposition I confess that after most careful and 
thoughtful consideration I am by no means free from doubt. 
The measure as presented to the Committee on Ways and Means 
was beyond question very objectionable and highly dangerous 
from any reasonable and legitimate standpoint. Tile measure as 
presented to us, after careful and painstaking scrutiny and con­
sideration of tl1e committee, is greatly improved, and I think it 
susceptible of further improvement when the House shall con­
sider 1t under the five-minute rule. 

It is true that the existence of certain conditions among the 
industrial and financi...'ll institutions of our connh·y, as pointed 
out and suggested by the Secretary of the Treasury and others 
\ .-110 appeared before the House committee, comes to us as some­
thing of a shock. It is true that the conditions thus outlined 
and portrayed raise a question as to the soundness of adminis­
tl·ation policies. It is true they constitute a serious reflection 
on the Federal Resene System, which was purposed and prom­
ised to be so adaptable and elastic as to successfully tide us 
over times and conditions of stress and emergency. 

It is true that it ought to be possible to so extend and simplify 
the pro"\'isions of the Federal Reserve System as to care and pro­
vide for a situation even as trying as that of the present emer­
gency. 

Were the expansion and extension of credit claimed to be 
- necessary attempted or provided through the Federal Reserve 

System rather than through a new corporation and a new com­
mittee, all the machinery and organization of the Federal Re. 

sene ·system could be utilized. ·It i.s proposed instead to estab­
lish what amounts to a new temporary Federal banking system, 
appoint a lot of new officers, and go to all the expense of build­
ing up a new enterprise of vast p1·oportions. This seems like a 
rather roundabout and expensive way to secure the desired 
result. 

·while all these things are true, and the. dnngers of credit ex­
pansion, of unwise or ill-advised administration, of favoritism, 
or even worse must be admitted to be ever present in legislation 
of the scope and character of that proposed, we can not evade ot· 
safely disregard the evidence presented on behalf of the mensure. 
Those largely responsible for the conduct of our financial system 
during the war, those who should be qualified to judge as to the 
financial, industrial, and economic situation in the country us 
affected by the war insist that there is a condition demanding 
the strengthening of industry and the sustaining of credit 
through some Federal agency. There is an equal insistence that 
it is not wise or practical at this time to so modify and adjust 
the Federal Reserve System as to meet the situation. 

In view of these facts and argument I feel it my duty to 
resolve the doubts I entertain in favor of the legislation and sup­
port it, reserving the right to carefully consider such amend­
ments as may be offered. 

After all is said and done, 'the success or failure, the good or 
ill, which flows from a measure like this, largely depends on the 
character of the men called upon to administer it. That they 
should be men of sound integrity goes without . saying. It is 
equally true that they should be men of ripe and mature Judg­
ment and wide. experience. It is of the highest importance that 
the War Finance Corporation and the capital issues committee, 
provided for in this legislation~ shall be so constituted that the 
people of the countr:y shall have confidence that their action shall 
not be colored or tinctured by partisanship, favoritism, or local 
interest. lt is in the hope of such wise appointments and of fair 
and faithful administration that I give my support to the meas­
ure, trusting it may aid to sustain the institutions; the labor 
and the industry of our collntry to the successful winnin~ of the 
war, which is the present paramount purpose of the Nation. 

Mr. MEEKER. Will the gentleman yield? 
Mr. MONDELL. I yield. 
Mr. MEEKER. We understand that the original bill was sent 

in by the Treasury Department? 
Mr. MONDELL. I think that was stated by the chairman of 

the committee in his opening speech. 
Mr. l\IEEKER. And that bill was so absolutely unsound that 

it could not be considered for a minute? 
Mr. 1\IONDELL. ·wen, I think perhaps that is not entirely a 

fair statement of it. The committee did, however, change the bill 
quite radically. _ 

Mr. J\.1EEKER. And we propose to give that same gentleman 
jurisdiction over the finances of the country in this bill? 

Mr. l\10NDELL. You mean in this bill the gentleman who 
propDsed or suggested the otiginal measure is at the head of 
the institution proposed to be established? 

J\.1r. l!tfEEKER. Yes, sir. 
l\1r. l\10NDELL. Well, that is true, but I do not know that it 

follows that a man, having sought more authority and jurisdic­
tion than he ought to have, can not be trusted to wisely ad­
minister such limited authority and jurisdiction as the COn­
gress sees fit to give him. 

Mr. l\IEEKER. The point is this : Here is the financial rep­
resentative of the administration. He comes to the committee 
asking for more with a bill which none of his own party wlll 
permit to be brought to the floor of this House, an<1 yet it is 
proposed to hand · everything over to that same man carte 
blanche under this bill. 

l\fr. l\IONDELL. The gentleman refers to lli. Mc.Adoo, Sec­
retary of the Treasury. All men are human and all seek power 
and authority and conh·ol, sometimes in excess of what they 
should be given, and it is the duty of the Congress, and that 
duty has been exercised in this case, to restrict and conh·ol in 
the gr::mt of po"\\er. Congress has wisely exercised its authority 
in that regard in this case, and even then it is granting an au­
thority so broad that it might easily be abused. Bu.t in all 
human affairs we must trust some one, and in this particular 
crisis we must trust those who have been placed in posts of 
power and authority. Most people seem to think we. need some 
additional financial legislation. Whether we provide it in this 
way or through the Federal reserve banks. 1\Ir. McAdoo, as 
Secretary of the Treasury, will have large influence. 

l\Ir. MOORE of Pennsylvania. Will the gentleninn yield be­
fore he takes his seat? 

:Mr. MONDELL. I will. 
1\ir. MOORE of Pennsylvania. The gentleman has :t;ead th~ 

bill as reported? · 
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Mr. MONDELL. I ha\e reau it \ery carefully. 
1\Ir. MOORE of Pennsylvania. And he observed, in answer 

to the question just put to him by the gentleman from Missouri 
[Mr. MEEKER], that the powers of the Secretary of the Treasury 
have been somewhat curtailed. 

Mr. 1\IONDELL. Very greatly curtailed, I . hould ...,ay. 
Mr. MOORE of Pennsylvania. And that extension of power 

which tlle gentleman from l\lissouri referrctl to is not so 
cxten ·ive in the hill as it ~ght ha\e been? 

l\lr. 1\IONDELL. Not nearly so extensive and all-pervadin..,. 
as it would have been under the legislation as first propose<L 
No man should have so wide a control o\er the affairs of the 
people, even in time of war, as the original bill ga\e the Secre­
tary of the Treasury. 

Mr. MOORE of Pennsyl\ania. I think it fair that that state­
ment should go into the RECORD. 

1\lr. 1\IONDELL. The bill has been \ery greatly improved. 
In the form in which it was introduced I could not have sup­
ported it. In the form into \\hich the committee moulded it, 
after careful consideration I am glad to give it my support, 
though I !lave some doubts, and some fears. I am depending 
somewhat upon the judgment of those who ought to know and 
who spoke before the committee, and still more on the good 
judgment of the members of the Gommittee. 

We are doing many things in this time of sh·ess and war 
\\hich we would not think of doing under other conditions. We 
are confronted by the anomalous situation that, engaged in a 
war to promote and sh·engtben and establish and sustain 
democracy, we are adopting temporarily the methods of autoc­
racy. But we are not doing it because we love autocracy. We 
are doing. it because we believe that only in this way can we 
bring the mighty forces of the Nation into effecti\e coordinatiou 
in order that we may win the war. [Applause.] ' 

l\Ir. l\100RE of Pennsylvania. Mr. Chairman, I yield 15 
minutes to the gentleman from New York [Mr. PLATT]. 

The CHAIRMAN. The gentleman from New York is recoo--
nized for 15 minutes. b 

l\Ir. PLATT. l\.Ir. Chairman, this bill, apart from the pro­
visions .of section 200 to 205, which create and define the powers 
of the Capital Issues Committee, creates practically a new bank 
of gigantic proportions, to some extent an independent bank 
and, generally speaking, an intermediary between the present 
commercial banks and the Federal Reser\e System. 

Now, the Federal reserve banks have a capital, all tol<l of 
$73,000,000; yet this corporation is given a capital of $500,-
000,000. I have henrd that it was given a capitalization of 
• 50,000,000 as the bill \\as originally drawn, but then an extra 
cipher was stuck on for good measure before it was introduced. 
It ought to be understood, it seems to me, that there are other 
\\ays of doing what this corporation expects to do, an<l that 
they would probably be much less expensi\e. The Federal 
Resene System, I belie\e, could handle this situation, as my 
friend the gentleman from from California [l\fr. HAYES] has 
said. I have seen no direct testimony from the Secretary of 
1.be Treasury or from 1\lr. Warburg, or from anybody connected 
with the Federal Reserve System, to the effect that it would 
be unequal to the task of handling the matter, of taking care 
of the secmities and credits that are contemplated to be 
taken care of under this bill ; and, in fact, the only real relief 
provided by it that I can see, apart from the loaning of the 
$500,000,000 of capital, is that the credit issues-the bonds, so­
calle<l-of this corporation can be taken by the banks to which 
they will go as co1lateral and can be used as a basis for dis­
count in the Federal reserve banks and for issues of Fe<leral 
reserve notes. 

Now, the Federal reserve banks are thoroughly sound. They 
had combined reser\es over both notes and <leposits on the 1st 
of February, 65.2 per cent. At the end of the month they \\ere 
G6, and on Saturday last, according to the statement published 
in the New York newspapers, they were 64.5 per cent. · A year 
ago they were 87.G. Gold reserves last Saturday were 62.5 per 
cent, and a year ago 86.1 per cent. That sho\\s a pretty good­
sized drain on the financial system during the year, but a year 
ago the Federal Reser\e System was hardly at all used. The 
banks had hardly begun to make rediscounts, had not begun to 
ask relief, except a \ery few banks in some sections of the 
counh·y. Of course, now they are seeking loans from the Fed­
eral re erve banks, and largely with bonds-Government bonds­
as collateral for their notes. It \\Ould be a mere extension of 
power to allow them to loan, under certain con<litions, on notes 
secured by other good bonds. 

Mr. GARNER. Will the gentleman yield? 
1\lr. PI.~ATT. Yes; I yield to the gentleman from Texas. 
l\Ir. GARNER. The gentleman comes from the great State of 

New Y'Ork. I want to ask him the question if there is a neces­
sity for some legislation of this character1 · 

l\Ir. PLATT. I think there i . 
Mr. GARNER. The only difference the gentleman has \\ith 

the committee tllat reported this bill is that the believes the 
relief could be given under the Federal Reserve System? 

1\lr. PLATT. Not the only difference with the committee·; 
but the relief asked for under this bill could be given by the 
Federal ReserYe Sy. tern. Nobody connected with the Federal 
Reserve System has said that it coul<l not t~e . It would be yerv 
much simpler and less expen ive if it could be given in that way. 
I am not necessarily contending that it should be so given IJut 
that it could be. · ' 

l\.Ir. GARNER. Is it not nece sary to pass legi latlon of this 
character giving relief to the Federal Reserve System? • 

l\1r. PLATT. I believe some legislation is necessary, but not 
nece sariJy this legislation. 

l\Ir. GARNER. You say you would not undertake to gi,·e it 
to the Federal Reserve System at this time, but that if it vras· 
necessary you would do it? 

1\lr. PL..I\.TT. I feel, with the chairman of the Bankin•T and 
Currency Committee, l\fr. GLASS, and with gentlemen wh~ are 
connected with the Federal Rescr\e Board, that the Federal Re­
serve System· ought to be kept on the basis of handlinO' com­
mercial hort-term paper. But you must all admit that the cen­
tral banks in Europe handle this kind of paper-that is, pape:t" 
secured by bonds or stocks-and the Federal Reser\e System 
could do it, and I believe with safety. 

l\Ir. GARNER. The gentleman says that he belie\es that 
some relief is nec~ssary. The gentleman comes from the o-reat 
State of New York. I ask him the question whether he dia not 
belie\e some relief should be had. I ask him now how he would 
give the relief. 

l\lr. PLATT. The gentleman does not give me a chance to 
develop any argument. With one section out of this bill, I do 
not know that I am greatly opposed to the plan here proposed. 
But I want to point out that it is a very cumbersome and very ex­
pensive system of doing something that could be done in another 
and much simpler way. 

This bill creates another great new institution, another set of 
commissioners or trustees at $12,000 a year each. It will be 
annother addition to the tremendous bm·eaucracy already estnb· 
lished, with elaborate offices, and many clerks and stenographers 
and it is to do something that present institutions could do witl~ 
some amendment to the Federal re erve act. 

Our national banks all make loans on stock and bond col­
lateral. The big banks, like the National City, the Chase Na­
tional, the First National Bank of New York, an<l the Bank of 
Commerce make a large part of their loans on such collateraL 
Very. often short-time loans are made on stock and bond col­
lateral. Some of those notes are really commercial notes. The 
merchant puts up collateral that he happens to have because it 
is handy, and be can get a· low rate of interest, perhaps; but 
those notes can not be taken to the Federal reserve bank and 
be rediscounted. Consequently the banks are chai·y in such 
times as these about making these loans and about furnishin"' 
money to be used for the capital requirements of any l~rge cor'::. 
poration. They have done it in large amounts heretofore, and 
they could do it now if the Federal reserve net were so amended 
as· to allow rediscounts under proper restrictions, such ns are 
provided in this bill, 'directly through the Federal Reser\e 
System. I share with my friend from Virginia [l\Ir. GLAss], 
as I have said, his doubts as to the expediency of doing that. 
This proposition has the one advantage, and the only advantage, 
of being a separate thing; it is limited to a certain period and 
will then go out of existence, while if we allow the relief to be 
given through direct rediscounts in the Federal Reserve System 
I am not so sure that you could limit it to any period, certainly 
not so easily. 

Mr. GLASS. I was going to suggest to my colleague that 
the fact that the National City Bank and other large comme,cial 
banks do make extensive loans on stock-exchange collateral does 
not justify the practice for reserve banks. l\Iy friend knows 
\ery well that that was the curse of the old banking system. 
The very fact that these loans were made on stock collateral pre­
vented these banks in times of emergency from responding to the 
commercial necessities of the business communities of the United 
States, and their failure to respond was reflected in smaller 
communities of the United States, and that very thing brought 
on panics. It was to relieve that situation that the Fe<leral 
Reser\e System was established-to cut the banking community 
of the United States away from that system. 

l\Ir. PLATT. That is true, generally speaking, but, ncYcrtlle­
less, it is absolutely essential that some banks shall make loans 
on stock and bond collateral security. At that time the National 
City Bank and the big banks of New York City were the real 
reserve banks of the country. They were at the bottom of the 
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whole system. Now they are not. The Federul reser\e banks 
stand ·back of them. -

Mr. GLASS. I am not opposed to banks maldng loans on these 
securities to a limited extent, but what we had before was aU 
the reseiTe funds of the country thrown into that vortex, and 
we broke tllat thing up. I am utterly opposed to an approach to 
anythin~ like a resumption of that kind of thing. 

l\lr. PLATT. And I am myself, but I do not feel so sure as 
the gentleman that we could not nuthorize some loans from 
Federal reseHe banks on such security with proper safeguards 
for the period of the wnr. 

l\fr. HAYES. I should like to ask the gentleman if he can 
see any difference between allowing the Federal Reserve Sys­
tem to take care of these obligations direct-that is, through 
the busines channels now provided, with a little amendment­
and permitting them to do it through the bonds or obligations 
of this proposed corporation? Is there any difference? 

l\1r. PLATT. I really think that there is no fundamental 
difference, and the only advantage of this thing is that it i self­
limiting, and when the war is over it will stop. 

Mr. GLASS. Is not that an immense difference? 
l\lr. PLATT. It is an immense difference, but at a tremen­

dous expense. 
Mr. GLASS. We recognize that this is an unprecedented 

emergency, nml -we establish an auxiliary method of doing the 
thing, haviug it understood, however, that it is not to be re­
garded as at all normal or as at all permanent. And then I 
call the attention of the gentleman from California [l\lr. HAYES] 
to the iact that we penalize the privilege here. 

Mr. PLATT. '.rhat is true. 
1\Ir. GLASS. We do not permit rediscounting, ·except under 

penalty, and n pretty stiff minimum penalty of 1 per cent. 
1Ur. PLA'.rT. Of course we could put that same penalty on 

for similar direct rediscounts. 
Mr: HAYES. Sure. 
1\lr. PLATT. And have direct loans made from the Federal 

rescr•e banks to the member banks on tlle same 1..-ind of paper. 
l\fr. GLASS. That was not the question asked. The question 

was if we could not go right along in the usual, normal way 
and do this thing. I am opposed to doing it at all; but if you 
ha"<·e got to do it, I want it done under a penalty. . I want it 
distinctly under ·tood that it is nn unprecedented emergency, 
and that the only justification of it is that it is an emergency. 

Mr. PLATT. We lulYe got to do it, and "·e ha\e got to find 
some way for the Federal Ueserve Sy tern to help out, and that 
is what "·e are doing. ''e are putting another institution in 
between the Federal reser-ve banks and the business of the 
country, so that its paper can be substituted for ordinary stocks 
aud bonds and put into the Federal Reser\e System. The ad­
yantage of it is that it will stop after the war without much 
difficulty, but it is an enormously expensive way to do it. It 
would cost much less to do it directly, and I am not sure but 
that the capital of the Federal reserve banks could be added to 
by the Government, anll in that "·ay let the thing be done di­
rectly instead of in· this inilirect way. 

l\fr. HAYES. Will the gentleman allow me to interrupt him 
again? I do not -want to nnnoy him, but I should like to ask 
him a question. 

l\fr. J:>LATT. I am glad to yield to the gentleman from Cali­
fornia for a brief question. 

l\Ir. HAYES. I want to ask if we could not put that limitation 
in an amendment just as "·ell, that would make it apply to the 
Federal nesel'\e System, as to put it into this bill? 

l\lr. PLATT. I am not ure that you could not. 
l\lr. HAYES. So that automatically it -would end wilh the 

end of t11e war. 
1\lr. PLATT. It seems to me possible to do that, but I think 

there are certain advantages in doing it this way, apart fr~m 
section n of the bill, which provides for direct loans not going 
through tlJC banks. I do not belie\e there is any necessity for 
that section. 

Secretary McAdoo spoke of it as being put in tilere to take 
care of "tho e l"':lre ca. e " where a corporation could not get 
capital accommodations from tile banks, and certain instnnces 
of power companies, antl so fortlJ, \"rere mentioned in the hear­
ings, and I understand certain other cases were mentioned in 
executive hearings that were not published. But I want to can 
attention to the fact that the greate t matter of refunding cor­
poration notes, that of the New York, New Ha•en & Hartford, 
$43,000,000 of one-year notes, that fall due in April, the largest 
amount of corporation notes falling due on any one day during 
the year 1918, has already been taken care of without this act, 
and taken care of by selling new 7 per cent preferred stock, 
and by some help froq1 the railroa<l $300,000,000 revolving fund . 

LVI--234 

Now, so far as this matter applies to public utilities and rail­
roads-and they were made much of in the Ilearings-they can 
all be taken care of by SiiJ;lply treating theiQ in a common sense 
way. Their rates have been held down while all their expenses 
have gone up. Their purchasing power has been decreased ancl 
they have been staned. All you have got to do is to give them 
for the service 1;4ey render the s::une pm·chasing power that they 
had before the war, and tllat is the common sense, fair, decent 
-way to do it. Then they will take care of their own obligations. 
The confidence of the inwsting public will be restored, and that 
hns got to be done. Already the Interstate Commerce Commis­
sion, which is about the slowest body on the face of the earth 
to mo\e, has gi\en the eastern railroads a 15 per cent increase 
on commodity rates. Why they limited it to commodity rate111 
I do not know, but they did. But that is a good deal, and if 
they had (lone it six months ago it might not have been neces­
sary for tile Government to take o•er the railroads. They 
always fish behin<l the lig11t. They are always late in doing 
everything. No,Y, if public utilities everywhere are treated in 
the same way, they will not need to be helped by the Govern- . 
mcnt or by any such corporation as this. 

Tile largest flotation of the year has already been taken care 
of, nnd unquestionably all these things can be taken care of 
through the banks if tlley are treated by common-sense methods. 
There "·ill not be ariy nece s~ty of direct loans from this cor­
poration to any industry or corporation, if this corporation can 
occasionally help out the banks which finance the necessary war 
industries by redi counting notes based on bonds or collateral. 
Neither l\Ir. 1\lc...-\.doo nor Mr. Warburg m-ade out a very gocu 
case for the direct loans provided for in section 9. 

l\fr. GLASS. 1\lay I ask Wil!!t assurance ha\e we that the 15 
per cent ad•ance to the railroads is gQing to :unount to anything? 
Suppose the demand from the railroad employees should absorb 
the 15 per cent, then you have got to gi•e them 15 per cent more. 

1\lr. PLATT. If we are going on to grant e\ery demand that 
comes along, that i<S what ought to be done. It ought to be 
known that the people are going to have to pay for these con­
tinued ::td\ances and demands by increased rates. 

~Ir. Chairman, I had intended to say something about the 
necessity of providing some relief for the savings banks, but 
that was sufficiently co\erec1 on Saturday by the gentleman from 
Tenne ·see [l\Ir. Hti"LL], and my own statement in the hearings 
also covers it. I repeat that my chief objection to this bill is 
to section 9, which I think unnecessary and dangerous. If it 
can be stricken out, I should vote for the bill with no very 
serious misgiving., though without feeling entirely sure that 
it offers the best solution of the problems at hand. 

1\lr. MOORE of PennsylYania. 1\fr. Chairman, I yield to the 
gentleman from North Carolina [l\1r. KrTciTIN]. 

l\Ir. KITCIDN. 1\lr. Chairman, I want to make a statement 
of about a minute. I tilink we will all agree that at least at 4.30 
''"e ought to adjom·n in honor of our deceased colleague. Now, 
in order to do that, suppose the debate goes along until 4.25, 
and then I ask unanimous consent, when the committee rises 
and goes back into the House, that we meet at 11 to-morrow, 
and that general debate proceed until 10 minutes after 12, and 

·tllen go into the consideration of the bill under the five-minute 
rule. I ask if that will be satisfactory. 

Ir. MOORE of Pennsylvania. And the remaining debate will 
be adjusted between those hours? 

1\Ir. KITCHIN. Yes; and your side can have all except five 
minutes to-morrow. 

l\fr. STAFFORD. ·will the gentleman yield? 
l\lr. KITCHIN. Yes. 
l\lr. STAFFORD. Of cour. e there is much demand for time 

under general debate that " ·ill not be accommodated. If we 
agree to that plan, will the gentleman have it tacitly understood 
that in the consiueration of the bill under the five-minute rule 
there will be some latitude for debate? . 

1\lr. KITCHIN. If there is to be any hope in that that we can 
get through to-morrow--

1\fr. STAFFORD. 'Ve can not forecast tile length of time that 
will be occupied under the fi\e-minutes rule on tllis very impor­
tant bill. · 

Mr. KITCHIN. It is a •ery impgrtant bill, and we IlaYe given 
two uars of general debate to it. 

l\lr. STAFFORD. The most of the debate has been taken U!l 
by the committee. 

l\Ir. KITCHIN. The opposition had all the time it asked for. 
It was understood between us all that the opposition would h:we 
two and one-half hours and that that was sati factory, although 
they wanted more. We agreed yesterday afternoon that general 
debate should close when we aujourned tl1is cYening at not lnlcr 
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than 5.30. So if we adjourn at _4.'30 and have an hour .and ten 
minutes to-morrow it will be what we agreed upon Saturday. 

1\U'. HAYES. The arrangement was made that those oppos­
ing the bill should have two hours and a half or one-third of the 
time whate\er .U was. 

1\fr. MOORE of Pennsylvania. W111 the gentleman yield -for 
a moment? With respect to what the gentleman .from California 
has just stated, I want to say that on Saturday night tender of 
time was made to the gentleman from California and his · col­
leagues opposed to the bill. This morning the first opportunity 
was afforded thiilll. The gentleman from California [Mr. 
HAYES] took one full ·hour. Subsequently another hour -was 
given to the gentleman from Pennsylvania. That made two 
hour . Tl1en ~5 minutes to the gentleman from New Yor:k tMr. 
PLATT], so that there has been ·as fair an :u:rangement as could 
pas ibly be made. Now, 1"5 minutes more are assured to -tho 
gentleman in opposition. · 

1\fr. KJTCH1N. I will say, too, that I have cut out eight 
.Members who "·anted to speak, so that we could give you gentle­
men on that side all the time that was J>Ossible and adjourn 
early this afternoon. 

1Ur. HAYES. We had an understanding that we were to have 
one-third of the time, and that would take ·care of us all right. 

1\fr. KlTCIDN. I asked the gentleman if two and a half 
hours wou1<l be sufficient, and I · understood him to csay that 
would be satisfactory. I tried to guarantee him that .two hours 
and a hal.f. 

1\lr. HAYES. Can not we continue general debate to 1 -o'clock 
to-morrow? There are others who will have something to say. 

.1\fr. KITCHIN. 'That would be all right if we could hurry 
up and not ask for extensions n~der the five-minute rule. 

Mr. HAYES. This is an important bill and many amend­
ments are going to be offered. 
. Mr. MO.NDELL. It does not seem to me _that it will be pos· 
sible to conclude the bill to-morrow. 
· Mr. KITCHIN. Let us do the nest we can. ~ will say to the 
gentleman :rod to the committee that I :rm .not going to cut off 
bona fide debate on fair amendments to perfect the bill. 

1\fr. MONDELL. I thought we could reach an 11greement 
better if we -realized how impossible it is to conclude the bill 
to-morrow night. 

Mr. GJLLET'r. Let me suggest that .a good many Membel'S 
who could not get -time in general debate wish to state briefly 
their position on the bill. 

1\Ir. KITCHIN. That would be under the five-minute rule; 
yes. 

1\fr. GILLETT. That will take some little time, 1 am ·sum. 
Mr. KITCHIN. Let us make this arrangement -that I -sug­

gested, 'and I will .say to the gentleman from Wiscon-sin [1\fr. 
STA.FFOIID] and all others that we ·will not have any dispostt1on 
to cut it o1:I. 
· l\fr. STAFFORD. That was the purpose of JDY making that 
suggestion. 

l\1r. KITCHIN. This is a very important .matter and we 
should, if possible, quicken the passage of .the bill. There ·are 
other bills to come aft~r this which should be disposed of as 
early as possible. We must have another bond-issue act, and 
we ought to get that through by at least March 26, for the .rea­
son that they hope the Treasury D~partment can start another 
liberty-loan .campaign on April 6, a very psychological time, as 
we declared war on April 6 a year ago. 1t will take a week, or 
about two weeks, to get the advertisements in shape and the 
machinery going to put this campaign over, and they can not 
do that until they know exactly the authorization of the bill. 
That is the reason I am pushing this as much as possible. Will 
there be any objection to the request ·I made awhile ago w.hen 
we get into the House? 

1\fr. HAYES. I would suggest that the gentleman make it 1. 
o'clock. 

Mr. KITCIDN. Oh, the gentleman will get his half hour. 
1\fr. HAYES. If the gentleman says that, all right. 
Mr. KITCHIN. The gentleman will get it if we have to .give 

lt to hlm under the five-minute rule. 
1\Ir. CANNON. Mr. Chairman, if the gentleman will yield, 

I have heard two principal speeches and a part of a third one 
to-dny. I have been very busy about other matters. I could 
not be here constantly, but when I have dropped in for a few 
minutes at a time there has been present only about the number 
that is present here now, so that the real consideration of this 
bill before the House will be under the .fi-ve-minute rule. If I 
am here, as I shall probably not be, most of to-morrow, for I 
shall have -to be in conference, I am going to ask that there be 
a quorum present. 

Mr. KITCHIN. The gentleman means when we get into 
.consideration of the bill under the five-minute rule? 

Ml'. CANNON. Yes; that is the real debate, and I do not 
believe .that _you .can close this thing or ought to close it to­
morrow. 

:Mr. 'MOORE of Pennsylvania. 1\fr. Chairman, I yield five min­
utes to the gentleman from Massachusetts [1\fr. TREADWAY]. 

Mr. TREADWAY. Mr. Chairman, this mensure, known as 
the War Finance Corporation bill, is so completely at variance 
with all previou methods of loans on business tra:qsactions and 
with normal methods of doillg business that opposition to it 
from men experienced in banking matters was perfectly natural. 
I think 1 am breaking no committee confluences when I say 
that my personal idea, gathered from various members of the 
committee in informal conversation, was that when the original 
bill was introduced the Committee on Ways and Means wns 
not gls_posed to .favor the legisllltion. To-day the committee 
is unanimous for its passage, and two things have brought this 
result. One, an explanation by the Secretary of the Treasury 
and by Mr. Warburg of the absolute need of the bill, and, 
second, various changes that the committee has made from the 
original form. 

That the bill is purely within the scope of a war measure 
was made very plain in l\1r. Warburg's testimony,· as was stated 
by the gentleman from Michigan on Saturday. .In answer to 
a question .as to how he regarded this kind of legislation in 
normal times, .Mr. Warburg replied it would be " absolutely 
rotten." 'rhe fact that it is war legislation is recognized in the 
life of the corporation it establishes, whereby the affairs of the 
corporation cease within a limited period after the close of the 
war . 

The proposed legislation is extremely drastic, but 1 for one 
am convinced that it..is thoroughly .needed. I agree with criti­
cisms that have -recently been made on the floor of the House 
against accepting every piece of legislation desired or proposed 
by anyone of the executive departments on the plea that forms 
in which pffered carry with them the only_ possible correct 
method. 

ln a recent i sue of the Springfield (Mas .) Union appears 
a striking cartoon showing 1\fr. McAdoo starting out for work 
in the morning. He has seven different jobs, and the final one 
is the general manager of the $500,000,000 United States cor­
pm::tation. This is further illustrated by the following squib 
from .a:P.hiladelphia newspaper: 

Poor Mr. McAdoo! 
Think of the jobs he's hitched up to­
The Treasury, the railroad crew, 
The income. tax, and then a few. 
Each week th~y hand him something new 
To tax his time and temper, too. 
He has -to •know when loans are due, 
What -source to get his billions through, 
What "fund to ·pass each dollar to, 
Which tax is what, and who is who; 
What bonds ·to sell and what renew, 
Whlch "-trust " to coax .and which to sue. 
He stretches out each day to two 
.To do the things he has to do. 
"The job would flounder me or you, . 
But its a cinch for McAdoo! 

[Laughter.] . 
In the formation of the War Finance Corporation, 1\Ir. McAdoo 

desired complete . authority in the appointment both of the 
board and of the capital issues committee. This power has 
been, in name at least, taken away from him in that the ap­
pointments must he made by the President and confirmed by 
the Senate. We have also very much abbreviated the powers 
of the capital issues committee. Briefly the situation is this. 
The original bill would not be recognized by its own father. 
The idea of its need came from the Secretary of the Treasury. 
The bill giving the necessary machinery to the administration 
has been framed by the Ways and ·Means Committee. We 
recognize that it carries with it huge possibilities of inflation 
of credits, but this is not the time when normal objections hold 
good. 

Capital must be provided for carrying on the industries 
necessary in the conduct of the war, and, as the Government 
is requiring practically the entire business of the country, it is 
proper that it should furnish the capital with which to carry on 
the business. All large business requir:es extension of credit, 
and that is exactly th~ foundation of this legislation. The 
Government is engaged in a stupendous business proposition 
requiring unlimited ca:pital, and is asking assistance of the 
..goin-g business ·concerns of -the country in canying on its busi­
::ness. In order to have such business -successfully can·ied on, 
it must }>rovi<le the capital through a system of loans and 
credits. That is \Yhat this bill does. It establishes a Govern­
ment board able to extend cash creait to the ba.nks to the 
amount of $500,000,000, with an additional loan of two billions 
through bonds or notes. It not only puts this ..amount into cir· 
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culation, but the amount that this will offer as credit when this 
is itself loaned through the Yarious channels. 

The opponents of t11e bill argue tllat an extension of the. power 
of the Federal lleserye Board could provide extension of credits 
to busine-ss. The Federal Reserve Board is recognized as a 
great success in general methods of banking. One of the basic 
principles of the organization is it handles only liquid paper, 
whereas in this bill long-time collateral in the issuing of bonds 
and stock will be accepted. The marked difference between 
the two is readily recognized and the nvo kinds of collateral 
ought not to be handled under the ·same auspices. 

The willingness shown to pass this bill is another illustration 
of absolute harmony in the management of the war and the 
desire of all parties to work together to the one aim of its satis­
factory conduct an<l conclusion. [Applause.] 

Mr. KITCHIN. 1\Ir. Chairman, I move that tlle committee 
<lo now rise. 

The motion wns agreed to. 
Accordingly the committee rose; and tile Speaker having re­

sumed the chair, lUr. GAnr.ETT of Tennessee, Chairman of the 
Committee of the Whole House on the state of the Union, 
reported that tllat committee had bad under consideration the 
bill H. n. lOGOS, and had come to no resolution thereon. 

HOUR OF MEETI:XG TO-MOirnOW. ' 

1\fr. KITCHIN. l\lr. Speaker, I ask unanimous consent that 
when the House adjourns to-day it adjourn to meet at 11 o'clock 
a. m. to-morrow. 

The SPEAKER. The gentleman from Korth Carolina asks 
unanimous consent that '-rllen the House adjourns to-day it 
ndjom·n to meet at 11 o'clock a. m. to-morrow. Is there ob­
jection? 

There was no objec tion. 
O:RDER OF llD"SI!\ESS. 

l\Ir. KITCHI:i'l. 1\lr. Speaker, I ask unanimous consent that 
the former order closing debate this afternoon be rescinded, 
and that general debate upon the War Finance Corporation bill 
close to-morrow at 10 minutes after 12 o'clock. 

The SPEAKER. The gentleman from North Carolina asks 
unanimous consent that the former order touching the general 
debate upon this bill be rescinded, and the general debate pro­
ceed until 10 minutes after 12 o'clock to-morrow. Is there ob­
jection? 

1\Ir. LONG .. WOTITH. Will the gentleman yield? Suppose 
somebody should make a point of no quorum, thereby cutting 
out a portion of the time? 

Mr. SISSO~. \Ve will not let them do it. 
Mr. FESS. Suppose there is some order or--
1\Ir. KITCHIN. Then, we will make some other arrangement. 
Mr. GILLETT. \Vhy not say an hour and 10 minutes for gen-

eral debate? · 
l\Ir. KITCHIN. In -order that we may haYe a certain time? 

I will ask unanimous consent again if anybody makes the 110int 
of no quorum. 

The SPEAKER. Is there objection? [After a ·pause.] The 
Chair hears none. 

EXTENSIO~ OF BE :UA.RKS. 

1\Ir. 1\IcFADD&~. Mr. Speaker, I ask unanimous consent to 
extend and revise my remarks. 

The SPEAKER. The gentleman from Pennsylvania asks 
unanimous. consent to extend his remarks on the pending bill. 
I s there objection? [After a pause.] The Chair hears none. 

TilE LATE BEPRESENTATIYE JOHN II. CAPSTICK. 
l\Ir. BROWNING. 1\Ir. Speaker, it is my painful onty to an­

nounce to this Honse the deat11 of my colleague, the Hon. JoHN 
H. CAPSTICK, late a Representative from the fifth district for 
the State of New Jersey. l\1r. CAPSTICK died yesterday morning 
at llis home, Montville, N. J., shortly after 10 o'clock. I shall 
not attempt at this time to say anything regarding his good 
qualities or eulogize him in any way, but I shall at a future 
date ask that a day be set aside on which to pay tribute to his 
character and valuable public services. I send to the Clerk's 
desk the following resolutions: 

The SPEAKER. The Clerk will report tile resolution. 
The Clerk read as follows: 

House r esolution 286. 
Resolvecl, That the House has heard with profound sorrow of the 

death of lion. Jorrx H. CAPSTICK, late a Representative from the State 
of New Jersey. · 

Resowed, That a committee of lG Members of the House, with such 
Members of the Senate as may be joined, be appointed to attend the 
funeral. 

Resol,;ed, That the Sergeant at Arms of the IIouse be authorized and 
directed to take such st eps as may be n ecessary for carrying out the 

proYisions of these resolutions, and that the necessary expenses in con­
nection therewith be paid out of the contingent fund of the House. 

Resolved, That the Clerk communicate these resolutions to the Senate 
and transmit a copy thereof to the family of the deceased. 

The resolution was unanimously agreed to. -
The SPEAKER. The Clerk will announce the committee. 
The Clerk rend as follows : 
Messrs. EAGAN, GLASS, HAYES, P~RKER" of New Jersey, PHELAN, WOODS 

Of Iowa, SCULLY, BROWNING, :!'JAMILL.o! DRUKKER, BACHARACH, liUTCIIIX­
SON, RAAISEY, dn.!Y of New Jersey, LEHLBACH, and LINTHICUM. 

The SPEAKER. The Clerk will report the additional resolu­
tion. 

The Clerk read as follows: 
Resolt:ed, That as a further mark of respect this House do now ad­

journ. 
The resolution was agreed to. 

ADJOUBNME..:.,T. 
Accordingly (at 4 o'clock and 32 minutes p. m.) the House, 

unuer its previous order, adjourned until to-morrow, TuE>sday, 
l\larch 19, 1918, at 11 o'clock. 

EXECUTIVE COMMUNICATIONS, ETC. 
Unuer clause 2 of Ru1e XXIV, executi\e communications were 

tal.:en from the Speaker's table and referred as follows : 
1. A letter from the Acting Secretary of Labor, transmitting 

a list o! useless papers in the Department of Labor (H. Doc. No. 
977) ; to the Committee on Disposition of Useless Executi\e 
Papers and ordereu to be printed. 

2. A letter from the Acting Secretary of the Navy, transmitting 
a proposed draft of a bill to establish certain new ratings in the 
Navy (H. Doc. No. 978) ; to the Committee on NaYal Affairs and 
ordered to be printed. 

3. A letter from the Secretary of the Treasury, transmitting 
copy of communication from the Secretary of the Navy submit­
ting n. supplemental estimate of appropriation required by the 
Naval Establishment for the fiscal .year ending June ~0, 1919 
(H. Doc. No. 979); to the Committee on Naval Affairs and 
ordered to be printed. 

4. A letter from the Acting Secretary of War, transmitting an 
itemized report of audit of a·ccounts of .American National Red 
Cross for tile :rear 1916, made by the Inspector General of the 
Army_ (H. Doc. No. 980); to the Committee on Expendihucs in 
the \Var Department and ordered to be printed. 

5. A letter from the Secretary of the Treasm·y, transmitting 
copy of communication of the Postmaster General submitting 
an urgent estimate of deficiency in the appropriation for public 
printing and binding for the Post Office Department for the 
fiscal year ending June 30, 1918 (H. Doc. No. 981); to the Com­
mittee on Appropriations and ordered to be printed. 

PUBLIC BILLS, RESOLUTIONS, .AND MEMORIALS. 
Under clause 3 of RUle XXII, bills, resolutions, and memorials 

were introduced and seyerally referred as follows: _ 
By 1\Ir. AUSTIN: A bill (H. R. 10818) to authorize the county 

of Loudon, in the State of Tennessee, to construct a bridge 
across the Tennessee River near London, Tenn. ; to the Committee 
on Interstate and Foreign Commerce. 

By Mr. NICHOLLS of South Carolina: A bill (H. n. 10819) 
to amend an act entitled "An act to amend an act entitled 'An 
act to provide for the appointment of a d'istrict judge, district 
attorney, and marshal for the western uistrict of South Caro­
lina, and for other purposes,' approved September 1, 1916,'' ~o as 
to change the time of holding com·ts in the western district of 
South Carolina; to the Committee on the Judiciary. 

By 1\Ir. STEENERSON: Resolution (H. Res. 283) requesting 
the Secretary of the Navy to furnish information regaruiug the 
conduct of the crew of the Tttscania at the time of the s inking 
thereof; to the Committee on Naval Affairs. · 

By 1\fr . • l\fASON: Resolution (H. lles. 284) requesting the 
State Department to make an inYestigation as to the nlleged 
arrest of Jeremiah Lynch, an American citizen, and the circum­
stances connected therewith and make a report to Congres · ; to 
the Committee on Foreign Affairs. 

By the SPEAKER: Memorial from the State of Wisconsin, 
relating to the loyalty and war work of the State of Wisconsin; 
to the Committee on Military Affairs. · 

By Mr. DAVIDSON: Memorial from the Legislatm·e of the 
State of Wisconsin, in reference to excess profits and war reye­
nue; to the Committee on Ways and Means. 

Also, memorial from the Legislature of the State of Wisconsin, 
in reference to the privilege of sending mail without the pay­
ment of postage; to t)le Committee on the Post Office and Post 
Roads. 
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PRIVATE BILLS AND RESOLUTION-S. 

Under clause 1 of Rule XXII, private bills and resolutions 
were introduced and severally referred as follows : · 

By Mr. ASHBROOK: A bill (H. R. 1'0820) granting an in­
crease of pension to Tyler D. Park; to the Committee on Invalid 
Pensions. 

Also, a bill (H. R. 10821) granting. an increase of pension to 
Isaac Hawk.; to the Committee on Invnlid Pensions. 

Also, a bill (H. R. 10822) granting an increase of pension to 
Sylvester Peters ; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 10823) granting au increase of pension to 
Cornelius Albertson; to tlie Committee on Inrnlid Pensions. 

Also, a bill (H. R. 10824) granting an increase of pension to 
Frauds McCoy ; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 10825) granting an increase of pension to 
Oliver M. Remington; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 10826) granting an incrense of pension to 
Asa C. Leach; to the Committee on Invalid Pen"ions. 

By Mr. AUSTIN: A bill (H. R. 10827) granting a pension to 
James C. Lynch; to the Committee on Invalid Pensions. 

Also, a bill ·(H. R.10828) granting a pension to John H. Smith; 
to the Committee on Pensions. 

Also, a bill (H. R. 10829) grunting an increase of pension to 
Jacob Hamon; to the Committee on Im·alid Pensions. 

By Mr. BLAND~ A bill (H. R. 10830) granting an increase of 
pension to Daniel L. B. Downey; tQ the Committee on Invalid 
Pensions. 

Also, a bill (H. R. 10831) granting an increase of pension to 
Wil)iam L. Stephenson; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 10832) granting an increase of pension to 
William D. Daniels; to the Committee on Pensions. 

By Mr. CRAl\ITON: A bill (H. n. 10833) granting an increase 
of pension to Amenzo Hoard ; to the Committee on Invalid Pen­
sions. 

Also, a bill (H. R. 10834) granting an increase of pension to 
Benjamin A. Sturtevant; to the Committee on Invalid Pensions. 

By Mr. HULL of Tennessee: A bill (H. R. 10835) grnnting a 
pension to Lafayette York; to the Committee on Pensions. 

By Mr. KEARNS: A bill (H. R. 10836) granting a pension to 
Connell 0. Jennings; to the Committee on Pensions. 

By l\1t. KNUTSON: A bill (H. R. 10837) granting an increase 
of pension to Alonzo· Green; to the Committee on Invalid Pen­
sions. 

By 1\lr. SLEMP: A bill (H. R. 10338) granting an inc1~ease of 
pen ion to Mary A. Law·son; to the Committee on fuyalid Pen­
sions. 

By 1\fr. WILLIAMS: A bill (H: R. 10839) granting an increase 
of pension to Aaron 1\icEndre; to th-e Committee on Invalid 
Pensions. · 

Also, a bill (H. R. 10840) granting an increase of pension to 
Plea ant Crissip; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 10841) granting an increase of pension to 
William Frailey; to the Committee on Invalid Pensions . 

.Also, a blil (H. R. 10842) ·granting- a pension to David M. 
Allen ; to the Committee on Invalid Pensions. 

PETITIONS, ETC. 

Under clause 1 of ltnle XXIJ, petitions and papers were laid 
on the Clerk's desk and referred as follows: 

By Mr. ASHBROOK: Evidence to accompany House bill 5256, 
for special relief for Carline 0. Beum; also evidence to accom­
pany House bill 1775, for special relief of Ezra L. Eclds ; to the 
Committee on Pensions. 

By Mr. BLAND: Evidence in the case of William D. Daniels, 
special pension bill; to the Committee on Pensions. 

Also, . evidence in the case of Daniel L. B. Downey; to the 
Committee on Invalid Pensions. 

By 1\fr. CAREW: Resolution of the Chamber of COmmerce of 
the State of New York, favoring the payment of the exeess-profits 
tux in installments; to the Committee on Ways and Means. 

By Mr. CARY: Resolution of the Wisconsin. Daily League, 
• proposing an amendment on the subject of second-class postage 

rate :to the Committee on Ways and Means. 
By Mr. DALE of New-- York: R~olution of the Central Fed­

erated Union of Greater New York and Vicinity, recommending 
certain action if the Government takes chnrge of tl1e railroad 
land ; to the Committee on the Public Lands. 

AI o, petition of Alan R. Hawle-y, presid-ent of the Aero Clnl> 
of America, protesting against the proposed reduction o.f pay 
of aviators; to the Committee on Appropriations. · 

Also, memorial of the Bohemian National Alliance of America 
showing the attitude of the Bohemian p'eople toward Anstri~ 
and the future peace; to the Committee on Foreign Affairs. 

Also, petitions and resolutions of Travelers' Club of We tern 
Pennsylvania; Kinsley \Vowan s Club1 Kinsley, Kans-.; T.taY­
elers' Club, Newark, N. J.; Ida Grove (Iowa) Civic Club; Civie 
Club of Philadelphia; Delta Shakespeare Olub, Lake Village, 
Ark.; America Wood-Preservers' Association; Woman's Civic 
Club of lladford, Va.; Tuesday Club, River Falls, ·wis.; Kappa 
Alpha '.rheta Alumnae Club, Greencastle, Ind. ; Widmodansis 
Club, Gordon, Ga.; _ Luve.me Tourist Club, Luverne, Minn.; De 
LavaL Separator Co.~ Woman's Press Club, Cincinnati, Ohio; 
Woman's Council, Akron, Ohio; General Federation Magazine; 
and Association of National Advertisers, all m·ging the repe..11 
of the secon~1-clas pc tnge provisions of the wnr-reTenue net ; 
to the Committee on ·ways and Means. 

By 1\Ir. E.SCH: Memorial of the Association of National Ad­
Yertisers, favoring the repeal of tlte second-class postage provi­
sions of tbe "~J.r-re•enne act; also, a resolution of the \Visean­
sin Daily League, proposing a definite amendment to tlli part 
of that lmv; to the Committee on \Vars and Means. 

By Mr. FULLER of Illinois: Petitions of Agricultural Pub­
lishing- Association of Chicago; Ida Grove Civic Club, of l<l.a 
Grove, Iowa; Woman's Shakespeare Club, of Fort Worth, Tex.; 
Kinsley Woman's Clul>, of Kinsley, Kans.; Pen anc1 Brush Club 
of New York; Amboy Woman's Club, of Amboy, Ill.; Gen~rnt 
Federation of Woman's Clubs; l\1om1ay Clnb, of l\f::trshall, ~ Ji<-h.; 
Dr. A. H. Churchill, of Oswego, Ill.; 1\irs. Thomas E. Goode, of. 
l\lorris, Ill.; . Illinois Fireman's Association; Ce<lar I•~alll'l 
(Io,va) Chapter of DauO'hters of the American ne,rolntion; nnd 
Pie1·ien Club, of Trinidad, Colo., urging the repeal of .tbe se<:ond­
class postage provisions of the war-re.Yenuc act; to the O .numit­
tee on Ways ancll\feans. 

By 1\'!r. HILLIARD: Petition of Nella E. Brudl>my, ~!r ·. V. 
1\1. Elston, Helen l\1 . .Ames, l\lary Sedgley, r.1rs. 1\Iinnie B. \Yn•le. 
1\Iiss Sallie Barriger, 1\Irs. Emma Lane, ~Irs. 1\1. L. Park~ • .i\Irs. 
S. L. l\fcLeese, 1\lrs. F. M. Montgomery, Guy Cox. 1'11abel 0. 
Payne, Florentin Ehret, Iris V. Heath, l\Iuy l\IcCoy, B. E. Shc])­
hercl, E. B. Jencks, W. G. Hardy, C. A. Hobinson 1\:Irs. \V. A. 
Whltmeyer, and 46 others, all citizens of the State of Colonulo. 
praying for immediate war prohibition ; to the Com mitt e on 
the Judiciary-. 

Also, resolutions adopted by the Toe dny Club, of HiYcr ii'<t lls. 
Wis.; American Wood Preserver ' Association; Kinsl ey \To­
man's Club, of Kinsley, Kans.; Woman's Civic Club ot Had­
ford, Va. ; Thursday Hterury Club, of St. Albans, ,V. \":1. : Wo­
man's Century Club, of Nampa. Idaho; Travelers' Club of \Ves t­
ern Pennsylvania; Somerset Chautauqua Circle, of Smner::-et, 
Ky.; lda Grove Civic Club, of Iua Grove, Iow·a; Peripatetic 
Club of Brookhave, 1\liss.; Civic Club of Philadelphia. I!n.: the 
Luverne Club, of Luverne. Minn.; A sociation of Natiunnl Ad­
vertisers (Inc.); Delta Shakespeare Clul>, of Lake \'il!nge. 
Ark.; Minot Art Club of Minot, N. Dak.; Seattle Ch1-.• .Tourn:ll 
Publishers' Association; and Woman s Pres.'3 Club, ·of Cin innati, 
Ohio~ protesting against increased postage. rates on peri(){licnls; 
to the Committee on Ways and Means. 

By Mr. KENNEDY of Rhode I land: Uesolution of Arm;\· an1l 
Na.vy Committee of Newport, R. I., m·gin.g acquisition of Cod­
dington Point, R. I., for Newport NaYal Tminiug Station; to 
the Committee on Naval Affairs. 

Also, petitions of A. J. Loepsinge.r, of Providence, R. I.; n. W. 
Reid, of Woonsocket. R. I.; aml L. D. Burlin;:!:nme. of PJ·ovi­
dence, R. I., protesting against withdemral of House bill -SIS 
fi.'Om Committee on· Coinage, Weights, and 1\:Ieasm·es; to the 
Committee on Coinage, Weights, and Measures. 

By Mr. LINTIDCUM: Petition of Clayton E. Willarcl nml 
236 other employees of the Government Printing Office. urging 
that t11e compensation of compositors in the GoYel'llment Print­
ing Office be increased; to the Committee on Appropriation . 

Also, petition of Rev. Charles W. Baldwin, of Baltimore. M<l., 
urging the appointment of an Army chaplain for eacl1 1,200 sol­
diers; to the Committee on 1\filitary Affairs. 

Also, memorial and resolutions of \Voman's Literary Club of 
Baltimore; \Vednesduy Club, Fort Smith, Ark.; Daughter of 
the American Revolution, Ce<lru· Falls, Iown ; General Federa­
tion of \Vomen's Clubs; Monday Club, Marshall l\Iicll.; Thm·s­
day Literary Club, St. Albans, W. Va.; Wuman's Civic Better­
ment Club, Honuoke, Va.; Sorosis Club, Cllillicothe, 1\Io.; 
Wednesday l\lorning Club, Cranford, N. J.; Penelope Club, Fort 
Worth, Tex.; and Pen and Brush, all opposing the zone sys­
tem for secon<l-class postage; to the Committee on 'Vuys aDtl 
Means. 

By 1\Ir. O'SHAUNESSY: Petition of Dr. Roland Hammond, 
editor Rhode ·· Island 1\Ie<lical Journal, and resolution of the 
ProYidence Medical Association, favoring U1e Dyer blll (II. R. 
9563) ami the Owen bill (S. 3748) ; to the Committee on Mili­
tary Affairs. 
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By l\Ir. REED: Paper.' to accompany IIom~e bill 10 OD, grant­

ing a pension to I nac Lunllmn; to the Committee on Pew·ions. 
lly Mr. ROSE: Memorial of the Chamber of Commerce of 

J<Dhnstown, Cambria County, Pn., .recommending that the exist­
ing revenue law be so amended as to authorjz.e the payment of 
the total e:s::ce ·s-profits ta:s::es in four installments, on the 15th· 
of June, August, October, and December of the year 1918, ami 
ach year thereafter; to the Committee on Ways and 1\Ieans. 
Al o, memorial of the Chamber of Commerce of Roaring 

Spring, Blair County, Pn., recommending that the existing reve­
nue law be so amended as to authorize the payment of the tot~l 
e:s:c s-profits tn:s::es in four installments, )n the 15th of June, 
Augu t, October, and December of the year J018, and each year 
thereafter; to the Committee on 'Vays and l\Ieans. 

By 1\Ir. TEMPLE: Petition of the .United Presbyterian Con­
gregation of New Bedford, Pa., to prohibit the manufacture and 
. ale of all intoxicating liquors to consen·e food, fuel, hipping 
space, and men needed in useful employments; to tllC Com­
mittee on the Judiclru·y .. 

A.l o, e>idence in support of IIouse bill 1003G. incren ·ing the 
pen ion of Henry F. Sager; to the Committee on _Inn.llid Pen­
;ions. 

By l\Ir. STTh'ESS: Petition of Proyldence )fclliC'nl A:s. ocia­
tion, fa>orlng the passage of legislation creating n<lnmced rank 
for officers of the Medical Corps of the Army ; to the Committee 
on lUilitary Affairs. 

Al. o, petition of Shawmut Lotlge, Ko. 1297, Loyal Order of 
l\Ioose, favoring passage of the act to incorporate tile Supreme 
Lodge of the World, Loyal Order of l\loose; toethe Colllillittee on 
Interstate and Foreign Colllillerce. 

Also, petition of L. D. Burlingame, of Providence, R. I., pro­
te tlng again t the withdra,val of House bill 2878 from the Com­
mittee on Coinage, 'Veights, and l\leasures; to the Committee on 
··oinage, Weights, and 1\leasures. 

Also, petition of A. J. Loep inger, of Providence, ll. I., pro­
te ting against withdraw'nl of House bill 2878 from the Com­
mittee on Coinage, Weight·, and l\leasures; to the Committee on 

oinage, 'V.eights, and Measures. 
By 1\fr. YOUNG of North Dakota: llesolutions adopted by the 

American Society of Equity, favoring Goverlllllent control of 
railroads as a war measure; to the Committee on Interstate and 
Foreign Commerce. 

Also, resolution of the A.1nerican Society of Equity, m·ging 
modifications in grain-grading act; to the Committee on Agri­
culture. 

Also, resolution adopted by Farm l\Ianager ' As oc.iation of 
Pargo, N. Dak., asking that if deferred classification can not be 
obtained that the call be postponed until after the crop is 
.planted, owing to necessity of retaining skilled fnrm 1nlJor; to 
t.he Committee on Military .A.ffairs. 

SENATE. 

Trm o_\Y, 111 m·ch 19, 1918. 

The Cl1llplain, Rev. Forrest J. Prettyman, D. D., offered the 
following prayer : . 

Almighty God, we ha>e come to the tragic time when patriot-
i. m means death, when the challenge of our devotion to our 
country puts in the balance the lives of many men, if not om· 
o'v-n death the death of our boys whom we love better than our 
own lives. 0 God, grant us wisdom and grace as we make 
every preparation for the test that has been brought to us, that 
with cJear judgment, with conscience void of offense, and with 
n con· ecration to the great purpose to which we arc committed, 
we may be led on of God to the complete victory for the ideals 
for which we stand in the world. For Christ's sake. Amen. 

The Journal of yesterday's proceedings was rend and appro\ed. 
PETITIOXS AXD :.llE:llOIUAI.S. 

lUr. ~n~EHS. I present a joint memorial of the Legislature 
of l\Iootana for the submi sion of a constitutional amendment 
to give women the right of suffrage, which I ask may be printed 
in the llECORD. 

There being n :) objection, the memorial wns orderetl to . be 
printed in the REcORD, as follows: 

House joint memorial No. 2. 
~Iemorial to the Senate in Congress of the United States to pass an 

amendment to the Federal Constitution and submit the same to the 
several States for ratificatio~ extending and ginug throughout the 

nited States the rigbt of smuage to women. 
'l'o the ltonomble Senate in Congress of tlie United States of .Amer·ica: 

Your memorialists, the members of the Fifteenth Legi$latlve .As­
sembly of the State of i\Iontana, the senate and house concurring, re­
spectfully represent: 

Whereas tbe State of ::\lontana has ~ranted tl1e franchise for tbe hnllot 
to . tbe women of this :::itate and accorded to tllem equal political 
rights; and 

Whereas the woman's suffrage in this State hns heen conducive to good · 
government, has purified our politics, made bet1er homes, nnu the 
ennobling influence of Montana's womanhood, exerted at the polls, has 
been for the best interests of this young and prosperous Common-
wealth ; and · 

Whereas there is now pending in the Senate in Cong1·ess of tbe United 
States a mea ure known as the •· Susan n. Anthony amendment to 
the Constitution of the United States," tbe purpo e of which measure 
is to propose an amendment to the Constitution of the United States 
extending and giving througbo1,1t the united States the right of suf­
frage to women, and which measure bas been passed by the House of 
ReprcsentatiYes, and is now pending in the Senate: Now, therefore, 
be it 
Rcsolrc(l uy tlle house of 1"C]n·csentatircs (the senate concurring)., 

That w<:, the members of the Fifteenth IA-gislative As embly of the 
.'tate of ~Ioutanu, in extraordinary session assembled, do hereby pe­
tition and eamestly pray the Senate of the United States that such 
measure so proposing an amendment to the Constitution of the United 
States extending and giving throughout the United Stntes the right 
()f snffrage to women, be passed and submitted to the several Stutes for 
ratification ; and 

Rcsol~:ea furtllm·, 'rhat a copy of this memorial be forwarded by the 
secreta"!"y of the State of Montana to the , 'e.nate of the United States: 
and that copies hereof be transmitted to the Senators ln Congress of 
the United Stutes from the 'tate of ~Iontana. 

JH!ES F. o·co:.-~::-;on. 
Spcakm· of the House. 

W". W. :MCDOWELL, 
P1·esident of tile Senate. 

Appro,·ed February :!3, 1918. 
s. V. STEWAllT, 

Got· ern or. 
Filed February ~:::, 101 , at !?.30 o'clock p. m. 

C. T. STEWART. 
Hccretary of l:Jta tc-. 

UXITED STATES OL' AMERICA, 
Htate of Montaaa, ss: 

I, C. T. Stewart, secretary of state of the State of Montana, do 
hereby certify that the foregoing is a true and correct covy of bouse 
joint memorial No. 2, petitioning the Senate in Congress of the United 
States to pass an amendment to the Federal Constitution and submit 
the same to the several States for ratification, exteooing and giving 
throughout the United Stutes the right of suffrage to women, enacted by 
the extraordinary session of the Fifteenth Legislative Assembly of the 
State of Montana, and approved by S. V. Stewart, governor of said 
State, this 23d day of February, 1918. 

In testimony whereof, I have hereunto set my band and affixed the 
great seal of said State. Done at the city of llelena, the capital of 
said State, thi3 12th day of March, A. D. 1918. 

[SEAL.] c. T. STlilWAR'l:, 
Secretary of State. 

l\Ir. MYERS pre ented a petition of the live-stock clivi ion-of 
the National Food Administration for- Montana, of llissoula, 
Mont., praying for the opening of certain withdrawn areas fo1• 
the purpose of grazing, which was referred to t.he Committee on 
Public Lands. 

He also presented a petition of the li"ve-stock division of the 
Food Administration for Montana, praying for the enactment of 
legislation giving homesteaders credit for certain work per­
formed on the homestead, which was referred to the Committee 
on Public Lands. 

He also presented a petition of the live-stock division of tile 
Food Administration for Montana, praying for the suspension 
of the operation of the 640-acre homestead act dm·ing the war 
and for one year thereafter, which was referred to the Commit­
tee on Public Lands. 

l\1r. RNOX presented a petition of sundry citizens o! .Altoona, 
Pa., praying for the adoption of im llillendment to the Constitu­
tion to prohibit polygamy, which was referred to the Committee 
on the Judiciary. 

He also presented petitions of sundry citizens of Philauelphin, 
of Local Branch No. 47, Glass Bottle lllow~rs' Association, of 
Sheffield, and of the National Woman's Party of Chamber bm·g, 
all in the State of Pennsylvania, praying for the submission of 
a E'ederal suffrage amendment to the legislatures of the seYerul 
States, which were ordered to lie on the table. 

He also presented a petition of Typographical Union No. 77, 
of Erie, Pa., praying for an increase of pensions to veterans of 
the CiYil ·war, which was referred to the Committee on Pen­
sions. . . . 

He also presented a petition· of the Newspaper Publi hers' 
Association, of Pittsburgh, Pa., praying for the recoinngc of the 
2-cent piece, which was referred to the Committee on Banking 
and Currency. . 

l\lr. THOMPSON. I ha.Ye here resolutions passed by the Kan­
. sns State Li>e Stock Association at the annual convention in 
Wichita February 28, which I ask may be printed in the REcoRD 
without reading. They are very shOJ;t. 

There being no objection, . the resolutions were ordered to be 
printed in the llEconn, as follows : 
Whereas the President of the United States has declared that our pres~ 

ent and immediate ta:::k is to win the war; an•l 
Whereas he has set forth that the chief aim of the war is to secure a 

permanent peace guaranteed by a partnership of free nation : There­
fore be it 
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