1918.

CONGRESSIONAL RECORD—HOUSE.

3659

Second Lieut. Larkin W. Glazebrook, jr., Field Artillery, from
February 9, 1918.

Second Lieut, Samuel D. Smolev, Field Artillery, from Feb-
ruary 9. 1018.

Second Lieut. Charles I. Neave, Field Artillery, from I'eb-
ruary 9, 1918,

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

Second Lieuf. Donald H, Brown, Field Artillery,
ruary 9, 1918,

Second Lieut. Ralph de. P. Terrell, Field Artillery,
February 9, 1918,

Second Lieut. Stephen B, Ives, IMield Artillery, from Feb-
ruary 9, 1918,

Second Lieut. Robert F. Webb, Field Artillery, from Feb-
ruary 9, 1918,

Second Lieut. Willilam G. Lasch, Field Artillery, from Feb-
ruary 9, 1918.

Second Lieut. Miller H. Pontius, Field Artillery, from Feb-
ruary 9, 1018,

Second Lient, Iritz A. Nagel, Field Artillery, from Feb-
ruary 9,

Second Lieut. Adrian J. McDonald, TField Artillery, from
February 9, 1918.

Second Lieut. John B. Hartigan, Field Artillery, from Feb-
ruary 9, 1918,

Second Lieut. John L. Handy, Field Artillery, from Feb-
ruary 26, 1918.

TeExmPorARY PROMOTION IN THE ARMY.
INFANTEY.

First Lieut. Elmer F. Wallender, to be captain with rank

from August 5, 1917,

CONFIRMATIONS.
HBzecutive nominations confirmed by the Senate March 18, 1918.

Cmcurr JUpeE.

Martin T. Manton to be United States circuh; judge, second
circuit.

from Ieb-

from

UnITED STATES ATTORNEYS.
Richard H. Mann te be United States attorney eastern dis-
trict of Virginia.
Richard Evelyn Byrd to be United States attorney western
distriet of Virginia.
Unrrep States MarsHALS.
John G. Saunders to be United States marshal eastern district
of Virginia.
T. G. Burch to be United States marshal western district of
Virginia.
PROVISIONAL APPOINTMENTS, BY PROMOTION, IN THE ARMY,
INFANTRY.
To be first lieulenants,
Second Lieut. Frederick M. Vinson.
Second Lieut. George W. Griner, jr.,
Second Lieut. Hugh T. Mayberry,
Second Lieut. Charles D. Pearce, jr.,
Second Lieut. Edward D. McDougal, jr.,
Second Lieut. Philip W. Lowry,
Second Lieut. Charles P. Winsor,
Second Lieut. John Doble,
Second Lieut. Moses McK. Darst,
Seeond Lieut. Rebert R, Smith,
Second Lieut. Evan C. Dresser,
Second Lieut. James G. Carr,
Second Lieut. Danlel BE. Farr, and
Second Lieut. Chester MeN. Woolworth.
TEMPORARY PROMOTIONS IN THE ARACY.
INFANTRY.
To be colonels.
Lieut. Col. Fred L. Munson.
Lieut. Col. Thomas M. Anderson, jr.
To be first lieutenant,
Second Lieut. Bernard M. Barcalow.
POSTMASTERS.
ARKANSBAS.
Archibald 8. Rogers, Osceola.
SOUTH CAROLINA,
Jean C. Sloan, Pendleton.
Richard W. Adams, Ridgeway.
Robert R. Miley, Walterboro.

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

HOUSE OF REPRESENTATIVES.
Moxpay, March 18, 1918.

The House met at 11 o'clock a. m.

The Chaplain, Rev, Henry N. Couden, D. D., offered the fol-
lowing prayer:

Our Father in heaven, we find ourselves submerged in almost
impenetrable darkness, which covers the earth as the waters
cover the sea; and we most fervently pray, that it may presage
the dawning of a new day, which shall flood the earth with
light, warmth, and beauty; bring to men a clearer vision of the
larger life, correct mistakes, right all wrongs, banish war, and
establish a lasting peace; fruetify and replenish the earth with
all good ; and unite all men and nations in the bonds of brotherly
Iove: “For as the new heavens and the new earth, which I
will make, shall remain before me, saith the Lord, so shall your
geed 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 new 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 ORDERS OF SISTERS WHO SERVED AS NURSES IN THE
CIVIL WAR.

Mr. KENNEDY of Rhode Island. Mr. Speaker, I ask unani-

{ mous consent for the present consideration of the resolution,

which I send to the Clerk’s desk.

The SPEAKER. The Clerk will report it.
The Clerk read as follows:

Joint resolution (H. J. Rex. 154) anthnrl:inf the erection of a me-
morial in Washington to the memory and in honer of tlm memben
of the various or of sisters who gave thelr services
battle fields, in h and on fleating hospitals dnﬂ:n; the Ctvﬂ

War.

Resolved, efe.,, That the Chief of Engineers, Unfted States Army, be,
and he is hereb; , authorized and dlrected to grant permission tn the
Ladies’ Auxil Ancient Order of Hibernians in Ameriea, for the
erection on pub c srounds of the United Stntm of Ameriu in the city
of Wnshing'ton, other than the Capitol, the Libr of
Wl’rtt of a mmrhl to the members of the

ordm risters who nu thelr services as nurses on battle

flel in hospitals, and on ﬂmtl'n{ hespil:uls during the Civil War:

Pr d, Thatthesttechomnnd he desizn of the memorial shall be

approved by the Commission of Fine Arts, and that the United States
be put to no expense !norh:thea:m:ﬂonntthenmmmorm.

Mr. KITCHIN. Reserving the right to object, Mr. Speaker,
how long will it take to get through with this resolution?
Mr. KENNEDY of Rhode Island. So far as I am concerned, I

| am willing to forego any privilege of speaking at great length

on it, but shall ask te extend my remarks.

Mr, KITCHIN. Has it the unanimous report from the com-
mittee?

Mr. KENNEDY of Rhode Island. It has the unanimous report
of the Committee on the Library.

Mr. KITCHIN. Does it cost the Government anything at all?

Mr, KENNEDY of Rhode Island. Absolutely nothing.

Mr. KITCHIN. Would it not be better to let the site be
seleeted by the Fine Arts Commission?

Mr. KENNEDY of Rhode Island. That is provided in the bill
as it stands. The bill is safeguarded in that

Mr. KITCHIN. It is provided that they shall select the site?

Mr. KENNEDY of Rhode Isiand. Exactly.

The SPEAKER. Is there objection?

There was no objection.

The SPEAKER. The quesfion is on the engrossment and
third reading of the House joint resolution.

The House joint resolution was ordered to be engrossed and
read a third time, was read the third time, and passed.

On motion of Mr. Kexxepy of RRhode Island, a motion to recon-
sider the vote whereby the House joint resolution was passed was
laid on the table,

Mr. SLOAN. Mr. Speaker, I had expeeted to say something
in favor of the joint resolution just passed, but in view of the
haste of the House I will simply ask unanimous consent to ex-
tend my remarks in the Recorp.

The SPEAKER. The gentleman from Nebraska asks unani-
mous consent to extend his remarks in the Recorp on the joint
resolution just passed. Is there objection?

There was no objeetion.

INDUSTRIAL CREDITS.

Mr. KITCHIN. Mr. Speaker, I move fhat the House resolve
ftself into the Committee of the Whole House on the State of
the Union for the further consideration of the bill (H. R. 10608)
to provide further for the national security and defense, and, for
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the purpose of assisting in the proseeuntion of the war; to provide
eredits for industries and enterprises in the United States neces-
sary or contributory to the prosecution of the war, and for
other purposes.

The motion was agreed to.

The SPEAKER. The gentleman from Tennessee [Mr. Gaz-
rETT] Will please take the chair.

Accordingly the House resolved itself into the Committee of
the Whole House on the state of the Union for the further con-
sideration of the bill H. R. 10608, with Mr. Gaseerr of Ten-
nessee in the chair.

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

The Clerk read as follows:

A bill (H. R. 10008) 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 enterprises In the United States
necessary or contributory to the prosecution of the war, and for other

PUTrpPOSCE.

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

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

Mr, KITCHIN. I wish the gentleman would withhold it.

Mr. STAFFORD. I will withhold it.

Mr. KITCHIN. I hope the gentleman will withdraw the
point of 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 opposition to the bill, and I thought that a larger audience
should be here. But 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.

Mr. HAYES. Mryr. 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 Means upon the drastic amendments which they have put
upon the bill and which, I think, without a single exception, are
very desirable and essential changes. I presume we are all
animated with one thought in cousidering 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 sue-
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,
rather than to thwart it. If anything in the line proposed by
this Dbill is to be done it should be done in the best manner
possible; in a way to de as much good and as little harm as
possible. ;

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 fo those who
are entitled to it, I ean not see why just at this time the estab-
lished principles controlling matters of this kind 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 provision
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
directors or officers of it. It is proposed to create the Secretary
of the 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 earrying 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 bureau of the Treasury were author-

ized to do eactly what this corporation is authorized to do. It
is said, of course, that by the creation of this so-called corpora-
tion tlie Treasury of the Unifed 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 would 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-
Iigx%tbnsiness, into the banking business. I do not see the gain

Mr. MADDEN. My, Chairman, will the gentleman yield?

Mr, HAYES. Certainly.

Mr. MADDEN. Would it be the gentleman’s idea that if °
we were going to do what this bill authorizes the board to
do we should do 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 of a precedent,
perhaps.

Mr. HAYES. The precedent that will be established will be
equally dangerous in either case. I do not know how the gen-
tlemen from Illinois views this sort of thing, but I am objecting,
as I always have objected since I have been a Member of this
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 find {heir
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 exeept through
the banks and the Federal reserve banks, and I have no doubt
that if this bill becomes a law a very large percentge of them
will find their way into the IPederal reserve banks and notes
will be issued upon them—unless, of course, the I'ederal Reserve
Board, as I hope the bill authorizes them to do, although I am
a little doubtful about it—should turn their faces sternly
against anything of the kind.

Mr. MADDEN. This bill does authorize the FPederal 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
mediaom?

Mr. HAYES. It does, and without any limit.

Mr. MADDEN. The limit, of course, would be the extent of
the obligations—that is, the $2,000,000,000. .

Mr. HAYES. Yes; but it does not limif the 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 this 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 is run by officials
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.

Mr. MADDEN, Will the gentleman yield for a further ques-
tion?

Mr. HAYES. Yes.

Mr. MADDEN, I would like the opinion of the gentleman
from California as to the safeguards that surround the publie
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 dis-
cuss it.

Mr. JOHNSON of Washington. The gentleman states that
this is to all intents and purposes a great central bank.

Mr. HAYES. - Yes. ’
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Mr, JOHNSON of Washington. The subterfuge comes in the
pretense that it is not a central bank of the United States.

Mr. HAYES, That is it, but it is a cenfral bank.

Mr, JOHNSON of Washington. And the securities to be sent
;}utl;vlll apparently appear not secured by the United States

tself., 2

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 that it could not pay, I hope
that no one in the world thinks for 2 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 believe, 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 eall 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 it
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, even 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 hero 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 bestowed upon them for political purposes. I
wonder what Andrew Jackson would think could he step in
here 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. i

The confidence of some of the people in their Government will
be destroyed and their patriotism correspondingly decreased,
becanuse all of those who make applieation ecan not receive the
bounty and assistance of this corporation, and those 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 ha\e 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 has cut that down to
$2,000,000,000, but it is reasonable to presume that the bill will
c;mm out of the conference with the amount somewhere between
the two.

Mr., GARNER. Is that altogether an accurate statement to
say that the Government is loaning its credit to the extent of
$2,000,000,000 or $4,000,000,000 when the Government does not
assume respensibility 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 trust 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 sald 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 statisties and I do not find that the bank
deposits are diminishing; on the contrary, since the beginning
of 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.

There is nothing in this certainly to give us any financial
alarm that I can see. For one, it seems to me that it wonld 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 publie,
especially to the investing publie, 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 thi$ 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 should 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 country 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




3662

CONGRESSIONAL RECORD—HOUSE.

MArcH 18,

I recall, by one of the witnesses who came before the committee,
that there were certain banks and bankers who imposed rates
of interest so high 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 heard that statement. But the gen-
tleman, if he will read the dnily reports of the business done 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 banks 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 interest 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 T will explain how that is done.

Now, what is the justifiea use 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 for the Government in the progress of
the war. And the terms of the bill limit it, if T 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 pesition where
it can not get such accommodations as it nmeeds through the
banks of this country, loaded as they are with d ts, are
probably not entitled to it at all. They are doing ir busi-
ness in a manner or they are men of a character that should
not be assisted by the Government of the United 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 1898, when, if I had the securities, to say nothing
about my 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
it wise to make it. And I undertake to say that no man who
desires to do a business in the United States in the 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 there will be plenty of men that will be
glad to back up such a man 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
and the energy of the United States citizen is ngt below that 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 practically all the other industries of the country, be-
cause they all contribute. We can not win this war unless
the great industries and the small industries of the country
are prosperous. 2

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 a8 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 assist independent, energetic citizens of the United
States in the conduct of private business in this country?

Mr. 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.

Mr. GLASS. On that point, while I am not insensible to the
saneness of what my colleague is saying, does lie not know, as
a matter of fact, that this Government and every other bel-
ligerent Government; 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 iofer so from what the gentle-
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 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, has 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. Mr. 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 industries 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 reasonable rates of interest, and
I will show directly, I hope, how this bill will interfere with
the prosecution 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 that 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 would go some distance toward helping to carry
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?

Mr. HAYHES., These Government 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 estimation. It seems to me, therefore, that in-
stend 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 prosecution 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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that is the direct prosecution of the war, and it should not be
loaned out to the great business interests of the country, which,
I believe, are amply able to take care of themselves.

I\II:'? GRAHAM of Illinois. Mr. Chairman, will the gentleman
yield i

Mr. HAYES. I do. s

Mr. GRAHAM of Illinois. You were speaking.of advances to
industries filling war contracts?

Mr. HAYES. Yes.

Mr. GRAHAM of Illinois. Have we not already enacted leg-
islation providing that the Secretary of War and the Secretary
of the Navy may advance to such coniractors 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 wany cases.

Mr. SWITZER. Mr. Chairman, will the gentleman yield
again?

Mr. HAYES. Yes,

Mr. SWITZER. I have received 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 he must have the money in payment in June.
\Why is it that these small taxpayers 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 their taxes?

Mr. HAYES. The gentleman can answer that guestion as
well as I can. I have already hinted that I think this law could
not possibly be administered in a perfecily 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 he 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 had 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 countiry, 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 questions 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 knowledge than the gentleman
has. i

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

Mr. HAYES. I have no knowledge 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 will be doing all the other
business that amounts to anything in this country. Ior one, I
shall continue to use whatever influence I have against this
tendency. I do not believe in paternalism. I do not believe
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, thuat will create
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 hands, when my mind
is not convinced that there are not other and better ways to
accomplish the desired results.

Mr. JOHNSON of Washington, 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 exercises a censorship on privately
owned newspapers.

Mr. HAYES. I know that.

Mr. BURNETT. 1 believe my colleague voted for the Farm
Loan System, did he not?

Mr. HAYES. Is the gentleman referring to the last farm-
loan proposition?

Mr. BURNETT. I am speaking of the original farm-loan
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, based upon
the real estate mortgages which the banks take from the farm-
ers to secure the loans made to them. That is very different
g;om the bill under consideration. I see no similarity between

em,

Mr. LONGWORTH.

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 gen-
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 he 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 with the gentleman now,
for I have not time.

Mr, LONGWORTH. I think that is one of the most 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 of the United States,
or of thisx 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 obligations as they mature. If that
policy is pursued by the governor and board of directors of the
corporation, the result will be that they will be coming here re-
peatedly for assistance from the Congress of the United States.
If this bill is 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 had 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?

Will the gentleman yield for a question?
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Mr. HAYES. Yes.

Mr. WINGO. I understood the gentleman to make the state-
ment that under the provisions of this bill the corporation has
got to loan out its capital stock before it can issue securities.
Did the gentleman mean to convey that impression?

Mr. HAYES. No; I did not say that. I said the bill seemed
to contemplate that. There is no direct provision to that effect.

Mr. KITCHIN. If the gentleman will permit me, I will say
that there is no such provision.

Mr. HAYES. I do not say there is. In fact, I do not under-

stand it that way.

) Mr. KITCHIN. Most of the loaning will be by way of buy-
ing the bonds; and the amount of bonds to be issued, as pro-
vided in the bill, depends on the amount of actual cash paid in.
It can issue only an amount equal to four times the amount of
capital actually paid in. If the Government should pay in the
whole $500,000,000, then it would be authorized under the bill
to issue $2,000,000,000 of bonds; but if it is paid in in install-
ments of, say, $100,000,000, when the first $100,000,000 is paid
in it would be authorized to issue only $400,000,000 of bonds.

Mr. HAYES. But the gentleman from North Carolina [Mr.
KircuiN] individuoally, at least, would not object to a provision
in the bill that would require a certain percentage at least of
cash that was paid in to be kept as a reserve fund as a matter
of safety?

Mr, KITCHIN. I should not think it was necessary, under
the provisions of the bill, for that te be done.

Mr. HAYES. T think it is.

Mr. KITCHIN. That would not be mneeded, because they
would have the securities.

Mr, HAYES. The securities might not be sufficiently liquid
g0 that they could be sold quickly enough to meet the demands
that might be made on the corporation.

Mr. KITCHIN. The only thing the corporation would be in-
terested in selling in the first instance would be its bonds.

Mr, HAYES., I know, but they are coming due—

Mr. KITCHIN, In from one year to five.

Mr. HAYES, Suppose they are issued for one year, and the
one year rolls around.

Mr. KITCHIN. The notes and securities given for these
bonds will be payable in less time than that.

Mr. HAYES. True, but the interest has to be paid.

Mr. KITCHIN. And if the notes are not paid the securities
can be foreclosed.

Mr, WINGO. Will the gentleman permit an interruption?

Mr. HAYES, Yes.

Mr. WINGO. Will the gentleman suggest in a general way
how he would provide for it?

Mr. HAYES. I am just proceeding to do that now.

Now, I do not want to be here as a critic of this legislation
without having something tangible and practical to propose.
What I should do if left to me in this emergency would be to
amend the Federal reserve act slightly, so that the necessary
relief could be handled through that institution. I know that
some of its friends—and it has no greater friend on this floor
than I am—will object to that, but every central bank in the
world extends accommodations to individuals and to corpora-
tions upon paper secured by collateral security. Even the
central bank in Germany, which insists on its notes being based
on short-time commercial paper, makes rediscounts on paper
secured by collateral security. So does the Bank of England.
S0 does the Bank of France, and every other central bank or
reserve institution In all the world.

The Government of the United States, since I have been a
Member of Congress, appointed a nmonpartisan monetary com-
mission, having upon it some of the best financial ability from
both political parties, provided for the rediscount of loans se-
cured by collateral security.

Mr. GLASS. Will the gentleman yield?

Mr, HAYES. Yes.

Mr. GLASS. WIill my colleague state to the House what is
the duration of the current loans by the Reischsbank?

Mr, HAYES. I have not seen it lately, but the duration is

usnally very short.

Mr. GLASS. Itis only 28 days.

Mr. HAYES. They discourage that sort of thing.

Mr. GLASS. But I thought that the gentleman said, or I
inferred from the tenor of his remarks, that the central bank of
Germany encouraged loans of this kind.

Mr. HAYES. Noj; that is not true. The Reischsbank discour-
ages such rediscounts, but they have always, in time of peace
and war, constituted a large per cent of its business.

Mr, GLARSS. Is it not a literal fact that the Government of
Germany has established just such a system as is proposed

here now, a war finance corporation, under which it has already
issued $5,000,000,000 of national paper money ?

Mr. HAYES. It has organized some such corporation, but it
is not a Government corporation, financed by the Government;
it is a private corporation.

Now, the way to provide for the emergeney, in my judgment,
is to amend the Federal reserve act so that, during the war only,
in a certain contingency the Federal reserve bank might dis-
count at least the direct obligation of the member banks when
secured by collateral for a short time only. The provision of
the monetary commission was that only when the central bank
therein proposed thought that the public interests required it,
and when approved directly by the Secretary of the Treasury,
should such loans be made. Now, where is the unsoundness
to permit this sort of thing to be done whenever the IFederal
Reserve Board thought that the public interests required it and
their judgment is directly and affirmatively approved by the
Secretary of the Treasury?

Mr. WINGO. Will the gentleman yield?

Mr. HAYES. Yes.

Mr. WINGO. The gentleman proposes, after stating his op-
position to the present plan, to meet the situation by extending
the Federal reserve act to permit the issuance of notes—— ]

Mr. HAYES. No.

Mr. WINGO. Well, I withdraw that which proposes to amend
it so that the Federal reserve bank can discount the paper with
this as a collateral.

Mr. HAYES. That is the proposition.

Mr. WINGO. Will the gentleman explain what will be the
glﬂsrence in effect of doing that and what is proposed by this

ill?

Mr, HAYES. I will if the gentleman does not see it. There
is a vast difference. I would not permit the banks to issue
notes on such paper, but would only rediscount and give a

credit balance.

Mr. GLASS. Will the gentleman yield?

Mr. HAYES, Yes.

Mr. GLASS. Could not the credit balance be instantly trans-
formed into currency ?

Mr. HAYES. It could not if the law did not permit it,

Mr. GLASS. But it is automatic,

Mr. PHELAN. Will the gentleman yield?

Mr. HAYES. Yes.

Mr. PHELAN. Is there not as much danger from credit
inflation as there is from currency inflation?

Mr. HAYES. Yes; and more is to be feared from credit
inflation, because smch inflation is more insidious; it is net
generally known by the people at large, unfil its evil effects
appear,

Mr. GLASS. What is the benefit of it if it could not be trans-
ferred into currency?

Mr. HAYES. There is plenty of currency. There is mo
trouble about that. More currency can be issued than the coun-
try would demand, as the law now is. We have $2,400,000,000
in gold in the Treasury of the United States, more than half of
it now belonging to the Federal reserve banks, and another bil-
lion outside. Upon that we can base all the currency and credit
necessary to do the business of this country. England, with
scarcely a quarter of that amount, has been able to do all that
it has done; raised and spent $28,000,000,000 since the beginning
of the war, and in spite of that wonderful expenditure the notes
of the Bank of England are at par everywhere in the world,
and sterling exchanged is at par all over the world. Can we
not do as well? They have not been obliged to organize any
such “camouflage” proposition as this in order to do it.
Neither need we. We can use the agencies and instrumentali-
ties that we have, and with all of this gold in our possession,
the like of which was never seen in the history of the worild, for
no nation in the world ever had a billion dollars in its reserve
institutions or central bank, while here in the Treasury of the
United States we have to-day $2,402,000,000 of gold—and can
w2 not, with all that gold, do just as well as England?

Mr. GLASS. But to whom does that gold belong? That
does not belong to the Federal reserve banks.

Mr. HAYES. Of course it does not.

Mr. GLASS. It does not belong to the Government of thé
United States. It belongs to the people who hold the gold
certificates.

Mr, HAYES. All right. The gold certificntes can be retired
and the gold can become the basis of credit, as it should be.

Mr. GLASS. How are you going to get the gold in the United
States Treasury except by seizure?

Mr. HAYES. Why, the gentleman knows that the Secretary
of the Treasury can put it out any time he chooses.
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Mr. GLASS. Put it out for something.

Myr. HAYES., Deposit it with the Federal reserve laauks or
with any bank he wants te put it, even pay it out on Govern-
ment contracts. There is no dlﬁ!cu.lty about that.

Mr. WINGO. Here is one thing that I am frying to get at.
As T understand the gentleman, he has gone on and made cer-
tain objections to this plan, and among them were these: That
you were going to undertake to permit a great reservoir of
credit to be absorbed by big business, with the Government back-
ing it up. That is one objection.

Mr. HAYES. Yes.

AMr. WINGO. Another objeetion is that you have an inflation

of eredit.

Mr. HAYES. I have not said so, but of course this is a great
inflation measure. It may be that in this crisis we shall not be
able to prevent inflation, but I want it en the safest basis that
we ean get it on.

Mr. WINGO. Will there be any difference in the volume of
eredits outstanding under this bill and under the gentleman’s
plan?

Mr. HAYES. That all depends on how the eorporation is

Mr. WINGO. That applies in every case. If you have it is-
sued under the supervision of ene eorporation or under the super-
vision of another corporation, will not the effect on the credits
of the country be the same?

Mr, HAYES. No; beecause under the plan I suggest they will
be issued on a business bhasis, along the regular lines that we
have every day in time of peace, and the other will be along
extraordinary lines by men who can not be familiar with the
great task they will be ealled upon to perform.

Mr. WINGO. The Federal Reserve System is established for
the prime purpose of meeting the credit need of the country.
. Would not the gentleman destroy that and turn it into o system
to furnish credits for the investment of the country instead of
the eurrent business?

Mr. HAYES. No; I would not. I would only give short-
time loans, as I would in any other case. This Federal Reserve
System has been heralded all over the country as a great system,
as a great ereation, which I also claim, but it is created to
meet emergencies as they arise in the history of the eountry.

When an emergency arises, if we have to go outside of the

Federal Reserve System in erder to finance our industries and
keep our corporations and manufacturing establishments run-
ning, then this great praise that the Federal Reserve System has
received is not fully justified; but I do not believe it. I say
that if it is handled right and the gold we have in this country
is handled right and our resources and everything that we
have in this country are handled as other nations handle
theirs there is no need of this sort of thing at all. We ean
take eare of this war and prosecute it and spend any amount
that may be necessary, and there will not be any trouble about
people getting all of the assistance and all of the credit to
which they are entitled. That is my judgment.

AMr. GLASS. The Federal Reserve System I submit was not
established to meet emergencies based on absolutely unsound
-financial operations. And so far from having transactions
confemplated by this bill carried through the Federal Reserve
System as normal transactions, the Banking and Currency Com-
mittee has proposed, and the Ways and Means Committee has
accepted, a proposition to apply a differential tax upon these
transactions and not let them go into the Federal Reserve
System except upon a penalty.

Mr. HAYES. The gentleman knows that I approve of that.

Mr. GLASS. But the gentleman is arguing now direetly
against that sort of proposition.

Mr. HAYES. No; the gentleman does not understand me.
I am not in favor of making loans like the loans made or
proposed by this ecorporantion through the TFederal reserve
banks. I am not in favor of making any loans of that sort
through the Government or the Federal reserve banks, either,
I do not believe it is necessary, at least it is not now necessary.
If the time should come in the prosecution of this war when
it i3 necesssary to put the whole force and ecredit of the Gov-
ernment behind the industries of the couniry, I should not
hesitate to do this, beeause I feel that every American desires
above all things that this Government may bear itself with
honor and come out of this war with credit to itself and to
its citizenship, and, if possible, secure the results that we are
fighting for. [Applause.]

But I think we have not come to the point yet where that is
necessary, and I would postpone it to the farthest day; at least
I would hesitate to do things that I know'are unsound, that I
know nobody would think of doing in time of peace, that I know
will plague us in the future, no matter how wisely they may be
administered, until the pressing need is upon us.

Mr. GARD. But it seems to me that the gentleman is pro-
posing to tie up to the Federal Reserve System the very unsound
propositions that he is eriticizing.

Mr. HAYES. No; I am not. I am proposing to medify the
Federal Reserve System to the extent that will put it upon the
same basis with all other reserve systems. I am proposing to
grant to them the same privileges only that are granted to all
other reserve systems in the world and under the same restrie-
tions and safeguards that the Monetary Commission proposed
in its report to the Congress of the United States some eight
years ago. I ean not see that there will be any different effect
upon the Federal Reserve System, whether the Federal reserve
banks are allowed to discount the obligations of the banlks and
trust companies secured by collateral or whether this proposed
corporation issues its bonds for these obligations of the banks
and trust companies and then such obligations, secured by the
bonds of the corporation, are allowed fo be disecounted by the
Federal reserve banks. The difference, so far as the effect
upon the reserve banks is concerned, is only a difference be-
tween tweedledee and tweedledum. To do it in the direct way
that I suggest will remove the necessity for this expensive cor-
peration, with its unsoundness and defects, some of which I
have tried to point out. The following is my suggestion in con-
erete form:

That section 13 of the act approved December 23, 1913, known
as the Federal reserve act, be, and the same is hereby. amended
by adding at the end of said section the

“ Provided further, That during the period of the present war
with Germany and for six months thereafter only, and under
such rules and regulations as the Federal Reserve Board may
preseribe, whenever in the opinion of such beard the publie
interests so require, such opinion to be expressly concurred in
by the Seecretary of the Treasury, any Federal reserve bank
may discount the direct obligations of member banks when ac-
companied by adequate collateral seeurity, such obligations
having a maturity of rot more than 90 days, exclusive of days
of grace. collateral security shall eonsist only of such
bends or stocks as shall be approved from time to time by the,
Federal Resecve Board and shall be accepted as such seeurity
at not more than 75 per eent of its actual market value.”

The CHAIRMAN. The time of the gentleman has expired.
Mr. MOORE of Pennsylvania. Mr. Chairman, I ask to be
advised when I have spokan 30 minutes.

The The genileman from Pennsylvania is
recognized.

Mr. MOORE of Pennsylvania. Mr. I do not
wonder the committee is concerned over this bill. It is a most
unusual measure. It is extra , and would not have
been thought of or considered except for the emergency of the
war. It could not have had the sanction of the Congress ex-
cept as a war measure. As to this, at the outset of my re-
marks, I am obliged to take friendly issue with my distinguished
friend from North Carolina [Mr. Krrcmin], the ehairman of
the Committee on Ways and Means, concerning the “ unanimity *
with which he said this bill was passed by the Committee on
Ways and Means and brought into the House. It is true the
Republican mineority did not oppose this measure. It labored
with members of the majority to bring forth——

Mr. KITCHIN. If the gentleman will permit——

Mr. MOORE of Pennsylvania. I willL

Mr. KITCHIN. The gentleman must either have miscon-
strued what I said or I must have said something I did not in-
tend to say. But what I did say or intended to say and what is
a fact is that this measure was reported unanimously as the
wisest measure, in our judgment, under the circumstances. It
was voted on and reported out purely as an emergency meas-
ure, o war measure, and I think I said that no man on the
committee and perhaps no man in the House could favor such
a bill or the principles of sueh a bill in time of peace, and it
conld only be justified as an extraordinary measure in this ex-
traordinary war. I have not seen anybody here or elsewhere
who would indorse the principles of this bill as a permanent
measure, as 4 measure in time of peace. This was the thought
entertained by all the committee, both Democrats and Repub-
licans. That was what I intended to say.

Mr. MOORE of Pennsylvania. It is pleasing to have the gen-
tleman from North Carolina make that statement, because, at
the outset of his remarks presenting this measure, the impres-
sion prevailed that the minority of the Ways and Means Com-
mittee had, in a measure, fumbled over itself to be with the
majority to seeure its passage. That, of course, was not the
fact, and I am very glad to have the gentleman from North
Carolina confirm my statement.

The truth of the matter is that both Democrats and Repub-
licans on the Committee on Ways and Means felt that a tre-
mendous responsibility was being placed upon them. They
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weighed this matter carefully 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, ag I believe, agree to permit this bill to come upon the
floor without an adverse report.

I repeat, it i3 an extraordinary measure. As 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 purposes of affording financial assistance, either directly
or indirectly—

Bear this in mind and appreciate the significance of it—

to persons, firms, corporations, and assoclations 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 i:mrposes 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 bilt 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 bankers, 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 disassociatéd 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?

Mr. MOORE of Pennsylvania.
industries in number.

Mr. 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,

ments made; yes.

No; they do not disclose those

Judging from certain state-

Mr. CAMPBELL 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.

Mr. CAMPBELL of Kansas. Did their examination show
that business concerns required capital that they could not get
through regular banking channels?

Mr. MOORE of Pennsylvania. Their testimony certainly did
show that there was need for this legislation.

Mr. CAMPBELL of Kansas. Hypothetical or actual?

Mr. 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 more 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.

Mr. SWITZER. 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,- .
000,0007

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 COali-
fornia [Mr, HAves] 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 precedin% and following each liberty logn, have tended to preempt
the credit facilities of the banks and often to prevent them from giving
needed and customary help to quasi-gnhuc and private enterprises.
Many instances have been broui;ht to the attention of the Becretary of
the sury 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
creditjstsoliiinamy available to them are being absorbed by the Govern-
men e

Now, there is a fact that I hope to leave with you for a moment,
that the Federal Government which is lending money to our
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 trust 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 $3,000,000,000, 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.

Mr. 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, has
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
distinetly 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 Fi-
nance Corporation is designed as a war emerﬁency to fill this gap. The
provisions of the Federal reserve act which permits Federal reserve
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h clal nd t secured
B e ontrnment's "oblEations have bad. the effect of forcing the
banks to discriminate against loans on ineligible paper—

Now, bear in mind that matter of diserimination.

Mr, PLATT. Suppose the law was changed so that they were
not ferced to do so.

Mr. MOORE of Pennsylvania.
what the Secretary says:

Even !n-;mre such loans ali:! vitally necessary het::!r war purposcs in

TC ; even w
:?c‘t‘l(:?itl%s u?n::t:r%rimgt relam the war oand which might well
be cartalled during the period of the war. It is believed that the pro-
posed bill has been ely and conservatively conceived as a war
measure to give rellef from this condition during the war,

Mr. PLATT. The point I want to make is just this: The Fed-
eral reserve members, including Mr., Warburg and others who
appeared before the committee, and the Secretary of the Treas-
ury himself, gave this their indorsement as a separate war
institution because they did not want the business to be thrown
into the Federal reserve bank. But they Jid not say that the
Federal reserve bank could not take care of it.

AMr. MOORE of Pennsylvania. They intimated that it weunld
be very dangerous to throw this business into the Federal re-
serve banks, and Mr. Warburg indicated that it would destroy
the system.

Mr. PLATT. BDut it was shown that the banks in Europe
did that.

Mr. MOORE of Pennsylvania. Oh, that is worrying the
gentleman—what the banks in Europe have done?

Mr. PLATT. I share Mr. Warburg's view on this point, but
I do not think that anybody has said that the Federal reserve
bank could not handle this business.
© Mr, SNYDER. Mr. Chairman, will the gentleman yield?

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

Mr, Moone. The Federal reserve bank is undnuhtedtiy a fixed Instito-
tion, and some of us are inclined to think it is as close to a central
bank as ever the United States Bank was.

Mr. WarBURG. None of this shculd ever g into the Federal reserve
panks. Indeed, nll that we provide now Is that during the war, and as
long ms these obligations are outstanding, the Federal reserve banks
may discount the paper ty of banks. We have not given the
Federal reserve banks any larger powers than that. If this corporation
wishes to go out of b ess, there will not be any other instrument
that can do this business. I am wery much oppesed to having any of
these powers go into the Federal Reserve System.

Mr. Moore. Yon make that statement as a financier?

Mr. WareonG. Yes. I want to be quite clear in regard fo that propo-
sition. The rediscounts, as proposed, 1 am in favor of. But the power
to grant loans on bonds stecks, and make direct loans to ecorpora-
tions in need, that I do not want the Federal reserve banks to (:1:'1;{111

Mr. Moone. That would have an unfortunate cffect nupon the £
bankinﬁvmsutnuons throughout the country, would it mot?

Mr. Warsure, If it were done, or not done?

ilt*lilr'th hgoo:;’.ij clf this corporation were to do a direct discount business
. Mr, Wﬂtmmé. It wounld be more than a discount business, because 1t
would be buylng securities: it would be making permanent five-year
loans. If we were to put that power into the Federal Reserve System
we would destroy it. :

In other words, if I understand this proposition at all, it is
to give relief to the Federal reserve banks so that they may
hold on to their present business and expand their credits,

Now, I want the gentleman from New York [Mr. PraTr] and
the gentleman from California [Mr. Haves], and the gentle-
man from Pennsylvania [Mr. McFappEx], 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 the
Federal reserve banks the power of expansion—I will not say
inflation ; that may come along in due course—it is proposed to
organize a corporation that will create a larger circulating
medinm and afford relief to war industiries the banks can not
or will not accommodate,

Mr, SNYDER. Now, will the gentleman yield?

Mr. MOORE of Pennsylvania. Yes,

Mr. SNYDER. Has not the gentleman overlooked the fact
that within the next few months or so we must pay $2,500,000,000
of taxes into the Government, and is it not fair to propose that
this is to assist that operation?

Mr. MOORE of Pennsylvania. Yes. It has a great deal to
do with it. We are approaching, I will not say a money crisis,
but a money stringency, as things are now going in conneetion
with our war demands.

Mr. SNYDER. We are approaching a money crisis unless
this bill or some other similar bill is passed wherchy this vast
amount of tax can be paid in on the basis of one or two or
three or more payments in the year. _

Alr. MOORE of Pennsylvania. That is a matter that the
Committce on Ways and Means will no doubt take up in due
eonrse, The question of paying taxes in instaliments has been
discussed, and there may be a great deal of merit in it. -I do not
want to be diverted to that question at this time, however, It

Wait a moment until I finish

is true that men in business, even those who are supposed to be
making vast sums of mdney in the manufacture of munitions,
are having difficulty in ge‘tti_ng all the money they want for

“Tfurthering war enterprises.

Mr. SNYDER. On Saturday I spoke with a banker in the
city of New York, and was told by the vice president 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 endeavoring to raise the whole amount
on a loan.

Mr. MOORE of Pennsylvania. The gentleman has cited one
case. I will cite another, because of the speech made by my
distinguished friend and colleague from Michigan [Mr. Forp-
xeY], who had the floor on Saturday. 7The gentleman from
Michigan stated his impression that the sole purpose of this
bill was to lend money to the railroads. Mr. ForpNeEy may not
have stated it quite so strong, but the impression left here was
that railroads mostly were to be favored by this legislation.

Now, the gentleman from New Yeork [Mr. SxypeR] cites a
case wherein a business man has difficulty in securing money to
pay taxes, I could fill the Recorp with cases of this sort, but I
am going to eall attention to the very important matter of the
maturing obligations of the New York, New Haven, and Hart-
ford Railroad Co. For present purposes I do not care whether
somebody unloaded on the company 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 derive some advantage 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 of re-
ceivers at this critical time. I do not care what the impression
of the publie 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 here
in the midst of a war crisis we ywould have trouble on our hands
approaching a financial panie if relief was not afforded.

The New York, New Haven & Hartford Railroad Co. has
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 meefing in New York on
Saturday last——

Mr. JOHNSON of Washington. It could be assisted under
the railroad bill just passed, could it not?

Mr. MOORE of Pennsylvania. It could, and it could be
assisted under this bill. This bill will assist railroad corpora-
tions as well as other corporations that are contributing to-
ward the success and progress of Lhis war. A meeting was
held in New York City on Saturday 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.
Lamont, representing J. P. Morgan & Co.; Robert Winsor, of
Kidder, Peabody & Co.; and A. J, Sheldon, of Lee, Higginson &
Co. Those gentlemen, you understand, are all distinguished
bankers.

“ It was ascertained after the meeting,” the report goes, “ that
no plans were being made by any banking syndicate to take up
the maturing New Haven notes.” That was no small matter
in the banking world. Now, in yesterday’s newspapers appears
another report. I quote the following newspaper dispatch
from Washington :

WasHIXeToN, March 16.

Means of meeting the New Haven Rallroad’s &43.000.0@0 one-year
notes maturing April 156 was taken to-day with Jolin Skelton Wil-
liams, director ofp the rallroad admﬁtmﬂnn‘t division of finance, by
Howard Eiliott, of the New Haven, and a committee of directors. No
conclusion was reached and conference will be continued.

Director General McAdoo is anxious to bave the New Haven meet
the obligatioms on its own responsibility without
ald, but also wishes to main the company’s t.

Here is a great railroad conferring with the greatest bankers
of the world, and receiving no encouragement, according to this
announcement. What is it? Isitextraordinary rates of interest?
Is it lack of securities? What is it? After conferring with
these gentlemen in New York the president of the raiilroad comes
to Washington and meets {he Comptroller of the Treasury, and
the matter is there discussed. Now, I am not sure whether this
bill is intended to meet a sitnation like that, but I assume it is,
and I assume that if the New York, New Haven & Hartford
Railroad Co., or any other railroad company doing an essential
war business, as this road does, and without which this couniry
would be in great distress to promote the war, could qualify
under this bill it would obtain assistance,

Mr. WINSLOW. Will the gentleman yield?

¢ Government
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Mr. MOORE of Pennsylvania.
Massachusetts.

Mr. WINSLOW. IfI 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 scare. 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
make those bankers who prefer liquid assets move about rapidly
to get the necessary funds to do ordinary business, and espe-
cially war 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
sold, 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 answered that
question. I do not see how that canh be done easily. There
would have to be legislation on the part of Congress, and I see
no indication on the part of the Ways and Means 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 Ways
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 way we take up legisla-
tion these days?

Mr. MOORE of Pennsylvania. 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 Pennsylvania. 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 O, K. and guaranty of the
United States Government.

Mr. MOORE 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 invests $3500,-
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. JOHNSON of Washington.
prise, however,

Mr. MOORE of Pennsylvania. It is not n 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.
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 actnally make money through its investment in
the War Finance Corporation. He so0 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 finaneial assistance by this corporation, and there will be
other railroads. Why is not this great corporation likely in a
short time to become the holding company for the railroads now
in the hands of the United States and to stay that way?

Mr. MOORE of Pennsylvania., I think not. This new cor-
poratisn is to have a temporary existence, and I give notice
that at the proper time I shall offer an amendment cutting
down the life of it from 10 years to 8 years. Its bonds are to

mature in five years.
Mr. JOHNSON of Washington. Is not that the blind part of
I do not think so. If I get

this bill?
Mr. MOORE of Pennsylvania.
time, I will show just how far it is proposed to go in this
matter.
Mr. WINSLOW. AMay I interrupt the gentleman for one
question?
Mr. MOORE of Pennsylvania. I yield to the gentleman from
Massachusetts.
. Mr. WINSLOW. I want to ask if in the gentleman’s judg-
ment the sale of the next issue of liberty bonds would not be

I yield to the gentleman from

It is a Government enter-

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?

Mr. MOORE of Pennsylvania. 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 instaliments it might be
a good thing for him to do it; that is my individual judgment.

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

Mr. MOORE of Pennsylvania. It would be a suitable matter
for legislation.

Mr. MADDEN, Will the gentleman yield?

Mr, MOORE of Pennsylvania. I yield to the gentleman from
Illinois.

Mr. MADDEN. 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?

Mr. MOORE of Pennsylvania. That might be. I commend
the suggestion to the Secretary of the Treasury.

Mr. WATSON of Pennsylvania. Will the gentleman yield?

Mr. MOORE of Pennsylvania. Yes.

Mr. 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?

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

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

Mr. MOORE of Pennsylvania.
Yes.

Mr. WALSH. Will the gentleman yield?

Mr. 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. f

Mr. MOORE of Pennsylvania. The fact that this bill has
been so broadly amended is an indieation that Congress is pass-
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. WALSH. It could be done by the passage of a joint
resolution.

Mr. MOORE 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 guestion I would like to ask the
gentleman for information. I mnotice 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, and so in
France.

Mr. MOORE of Pennsylvania. They do it there,

Mr. 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.
experts on foreign banking.

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

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

Mr. MORGAN. It may come along, but I have read all the
hearings.

Mr. MOORE of Pennsylvania. If the gentleman had asked
the gentleman from Tennessee, Judge Hurr, who is an expert
on foreign banking, he would doubtless have received an answer.
As I said, this business is done 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.

Such relief could be granted.

I refer the gentleman to the
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I desire now to quote what the Secretary of the Treasury said
with regard to the loan of money to railronds. This colloquy is
from the printed hearings:

Mr. Moorg. Railroads will not be covered by this Lill?

Mr. McApoo. Well, the licensing feature does not apply to them at
all. Dot this corporation is designed to help them if necessary. 1 say
to you gentlemen frankly that one reason why the appropriation ia the
railroad bill is only $500,000,000 is becavse I expect this corporation to
help railroads as well. ” Of course, $500,000,000 is not golng to take
care of the needs of the rallroads even during this coming year,

Mr. Moonrg. 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 and right for a legislator to make such inquiry.

Mr, McApoo. Certalnly ; I thing such inguiry is proper. It is my
judgment that one effect of the existence of this corporation would be
fo make It possible for such concerns to get aid from the War Finance
Corporation in case of necessity—that is, in an exceptional case. Such
exceptional cases wonld probably not arise to n great extent as long as
bankers know if they furnish credit to such concerns—they can re-
disconnt the paper with the War Finance Cor;{oratlon. Therefore I
think the fears of some gentlemen are not well founded, unless they
fear that the existence of the corporation will have the effect of cutting
down exeessive interest charges, and I think that very necessary.

AMr. Moonre. Electrical companies would come within the scope of the
activities of the War Finance Corporation?

Mr. McApoo, Oh, yes.

Mr, Moore. And water-power companies?

Mr. McApoo. Yes.
lmMr; Mooke. And public-utility companies generally, including trolley

o8 ?

Mr. McApoo. Yes.

Mr, Moonre. They would all be considered contributory to the war?

Mr. McApoo. I should say directly econtributory.

Mr. Moore. And they may properly apply to the War Finance Cor-
poration for relief in case the banks do net hcl{) them in the usual way?

Mr. McApoo. Yes. But my theory of this War Finance Corporation
ig, ns this bill provides, that direct assistance would only be extended in
exceptional cases. I think such applleations would have to be accom-
panied by a showing that the applicants were not able to get credit
%hrough the ordinary channels in the usual way and upon the usual

erms,

Illh"’ Moonre. Exactly. Munition plants would be Included, quite natu-
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ler. McApoo. Yes.

Afr. Moonre. And those plants contributing parts for munitions of
war, such as ordnance and things of that kind?

AMr. McAvoo. Precisely.

Mr. Moors., Would those independent concerns that I referred to a
Httle while ago be considered if they should present a good case?

Mr. McApoo. Certalnly.

Then the questions take up the farm-loan proposition and the
possibility of the farmer obtaining assistance in addition to that
already exiended to him, and the Secretary admits that in ex-
ceptional cases he also mmst be considered as eligible. It is a
lt{ng story and intensely inferesting and requires careful han-
dling.

Mr. DARROW. WIll the gentleman yield?

Mr., MOORE of Pennsylvania. I will.

Mr. DARROW. I notice that my colleague has gquoted from
the Secretary of the Treasury frequently in his remarks here.
Do T understand that he agrees with all that the Secretary has
said about this corporation?

Mr. MOORE of Pennsylvania. T 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 transact war business as to make this War Finance Corpora-
tion expedient; that many of them ecan not obtain sufficient
money from the banks to continue their war business in this
crisis, That statement deserves our attention. I am legisla-
tively affected by the Secretary’s statement of fact that cor-
porations 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 vice governor of the Federal Reserve Board, the very in-
stitution that is supposed to be complaining. It has great weight
with me at this time.

The CHAIRMAN, The time of the gentleman from Pennsyl-
vania has again expired. J

Mr, MOORE of Pennsylvania. I yield to myself five minutes
more., Answering generally these gentlemen who have 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 have
greatly improved it. We required in this bill what the original
bill did not require, namely, that the appointments of these re-
spousible 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 view that
was exceedingly important, because it assured 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 Federal 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 yonder 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 working for the Government of the United
States or for this corporation which the United States is spon-
soring. I preferred that that Capital Issues Committee of seven
men—and originally it was proposed that it should be composed
of but five, some of them to be members of the Federal Reserve
Board—should be nominated by the President in the open, and
that their names should come before the Senate, so that we
could know who these men were who were to dispense favors
on the ene hand, if they dared to do it, or to crush indusiry on
the other, if they dared to do it. I wanted to know whether this
great corporation which could tie up the industries of the coun-
try, on the pretext of conserving capital for war purposes, 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 nlways agree with Congress, and
they prefer not to make reports of all their transactions. In a
matter so vital to the welfare ol 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 vastly improved; but even go, I still desired to
know that a bill of this importance, fraught with such danger to
the welfare of the Nation on the one hand, or eapable of doing
so much good on the other, was actually supported by the Presi-
dent of the United States. That seemed fo me to be signally
important.

Mr. LA FOLLETTE. Mr. Chairman, will the gentleman
yield?

Mr. MOORE of Pennsylvania. Yes.

Mr. 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 outf of this corporation’s capital the
right to purchase Government bonds. We are loaning $500,-
000,000 to ourselves——

Mr. MOORE of Pennsylvania. I would say to the gentleman
that I have 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 ean 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 Executive. Congress has 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 direction 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, whether in
view of all of the things said about it and against it he believed
it to be o measure that ought to pass as a necessary measure of
war. I wrote to him the following letter:

4 “Marcm G, 1918,

“ Hon. Woobrow WILsoX,
“ President United States,
“The White House.

“Dear Mg, PresmpeExT: So far as I have observed, no Demo-
crat has stated with authority that you approve the war finance
corporation bill as a war measure.

“1I 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 over
securities and the business affected by them unless I knew that
such a recourse wasg, in the judgment of the President, essential
for war purposes.

“If you feel justified in writing me upon this point, I will ap-
preciate it. Or if this suggestion does not meet with your ap-
proval will you not authorize some one to make a positiye decla-
ration as to the war urgency of this bill? -

“The Ways and Means Committee is now preparing to report
the bill, but I have heard many Members of the House inquire
as to the President’s attitude thereon.

“ Yery truly, yours, )
“ J. Haxmperox MooRE.”




3670

CONGRESSIONAL RECORD—HOUSE.

MArcH 18,

To that letter promptly came the following reply :

“Tae WHITE HOUSE,
“Washington, 7 March, 1918.
“ My Dear Mg. Moore: I am very happy to answer the ques-
tion contained in your letter of March 6.
‘“T am entirely in favor of the adoption of the war finance
corporation bill. I deem it, in fact, a necessary war measure,
“ Yery sincerely, yours,
“ YWooprow YWiLsow.”
“ Hon. J. Hampron Moore,
“ House of Representatives™

So the President stands for the bill.

The question, then, that confronts 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 guestioned, but we have gone along with the President in
all essentinls thus far. After taking over the railroads, which
was authorized by this Congress, 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
needed. We are told we must provide these additional re-
sources for purposes of war. What are we to do? Shall we
grant this request that comes from the administration 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 back? It is a question of confidence in the
President. Therefore T shall vote for this bill. [Applause.]

Mr. KITCHIN. I yield 15 minutes to the gentleman from
South Carolina [Mr. ByexNes].

Mr. BYRNES of South Carolina. Mr. Chairman, I regret
that the gentleman from Ohio [Mr. LoxewortH] 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 waved the flag with one hand he skill-
fully wielded the stiletto with the other hand. Not content with
eriticizing 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 autoeratic powers at the expense of the people, he sought
to reflect upon the patriotism and membership of this House on
the Demoecratic side. Realizing it was unfair and improper, he
endeavored to justify his conduct by asserting that the gentle-
man from Oklnhoma [Mr. Ferris] had inserted in the Recorp
an editorial by ex-Gov. Glynn charging that Ilepublicans in this
House have put politics ubove patriotism. The gentleman from
North Carolina [Mr. Pou] chullenged the statement. In reply
to him the gentleman from Ohio said it was contained in that
editorial. I have that editorial. I challenge any 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 from Ohio [Mr.
LoxcworTH] made that speech no partisan politieal speech had
been made during this session of Congress.

That editorial referred to WapsworrH, to CHAMBERLAIN, to
Lobnge, and certainly they are not Members of this House. It
made reference to Theodore Roosevelt, and Mr. 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-
deavoring to put partisanship above patriotism. The gentleman
from Ohio contrasted the conduct of Fitzgerald, of New Yeork,
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 LaGuarnia, of New York, and
with Rorarn JoENsoN, of South Dakota, who entered the military
gervice. Who would have our good old friend, Judge Adamson,
64 years old, enter the National Army? Who would have 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 eriticize the conduct of Gussie Gardner, of
JoHNsoN, or LAGuArpIA. I knew Gardner before I came to the

House. 1Iloved him. No man grieved more to learn of his death
than T did. The gentleman from Ohio said he had * gone west,”
and 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.] LAGuUARDIA,
Heinrz, Jornsox, all deserve credit. In.this hour a man can
do only that which his conscience dictates it i his duty to do.
They were impelled by patriotic motives, I know, and yet I
dare say the genileman 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 patriotism,
but I do not agree with their judgment, for if this Congress is
the important branch of this Government that the gentleman
from Ohio would have us believe it is, what would happen if
we all resigned, or rather did not resign, but entered the service
and retained our membership here?

Mr. DENISON. Will the gentleman yield?

Mr. BYRNES of South Carolina. I ean not. I have only 15
minutes, and I want to say something further.

This reference to the Democratic Members who have resigned
was a mere diversion from an attack aimed at the Seecretary 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 Treasury, an
ambitious man, as the gentleman 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
assured us that he succeeded in having eliminated from the bill
those features that constituted a menace to the Republic. He
saved the Republie, which was about to be wrecked. Saved it
how? By taking from the Secretary of the Treasury the power
to name the directors of this War Finanee Corporation and giv-
ing that power to the President of the United States. Did the
gentleman believe that the President of the United States wonld
appoint directors who would not work in harmony with the Sec-
retary of the Treasury? What justification is there for the
belief that either the President or Secretary of the Treasury
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 but an
emergency corporation, to exist only during the war? What
power has Mr. McAdoo abused? What abuse of power has he
been guilty of that justifies this criticism? Why, as Director of
Nailroads he has more power than 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, proposed to
give to the Secretary of the Treasury far greater powers thai
were ever contemplated in this bill. Is it fear of incompetency?
No: for no man would say so. Six years ago it might have been
said by his erities, but during these six years he has so demo:-
strated his ability that the financial and commercial world,
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 our free institutions, and gave to the President of the
United States the power. to appoint the directors to be associ-
ated with Mr. McAdoo. Well, what does he say of the President?
He says:- :

I repeat that this incessant reachlgﬁ:nt for legislative functions on
the part of the Execudve, this inor te greed for autocratic F"w‘”
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 o for autocratic powers. Was he sincere? I
think not, and the same insincerity runs all throngh 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 of the Government without finding there Republican after
Republican appointed by this administration to aid in the
prosecution of this war? Go down into the Council of National
Defense and you could ring a bell and hold a Republican con-
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vention in an hour. 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 made as to their political affilintions.

Has there been any complaint of being kept on the side lines
by ex-President Taft? Has he not gone from one end of the
country to the other, forming the public sentiment of the Nation,
doing such work as fo cause the American people to think more
of him to-day than they ever did before? History will record
that he loyally supported the Government in its hour of peril,
and every Democrat as well 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-President, Mr.
Roosévelt, was told by the people of America six years ago to
stay on the side lines for a 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 would never play on any team
unless you made him pitcher, eatcher, infielder, and outfielder,
and then let him umpire the game.

Mr. MEEKER. Will the gentleman yield for a question?

Mr. BRYNES of Sonth Carolina. 1 ean not.,

Mr. MEEKER. Are you not mighty glad he did not stay on
the side lines?

Mr. BYRNES of South Carolina. He has to stay on the side
lines, so far as captaining this team is concerned. Ile wants to
take charge of the team and oust the man who is eaptaining the
team—Woodrow Wilson. But until the end of his term Presi-
dent Wilson is going to be eaptain of the team, and no set of
men can remove 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, who wanted to
run the team and yelled to the captain to take the piteher out
of the box. That kind of man never goes to a fire that he does
not want to discharge the chief of the fire department and run
affairs himself. Dut the chief of the fire department at this
time is Woodrow Wilson. 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 the 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 President is authorized to
reorganize the executive departments. The Constitution was
to be set aside. In his opinion all power ought to be placed in
the hands of a director of munitions and in a war council. But
the President says he wants no director of munitions and he
wants no war cabinet. The Commander in Chief of the Army
and Navy calls for the passage of the Overman bill, and the
Congress is going to pass it.

This is no time for polities, and the people are not going to
stand for it. They understand and will follow the issue 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 returns to his home that he is discredited in the
eyes of his people and in the eyes of all Americans. We are
going to nphold the hands of the President, not as the gentleman
from Ohio did on Saturday when he declared the President was
“like a Mikado of ancient Japan in his isolgtion 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 we
are going to uphold his hands by giving to him those legislative
weapons which he believes essentinl for the successful conduct
of this war, [Applause.]

In order to thus loyally support the President it is not neces-
sary that a man be a blind hero worshiper, as the gentleman
from Ohio would have us believe. The President does not ask
nor does 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-day we
find that his followers are not confined to this country, but that
the leaders of thought in all the allied nations acquiesce in his
Jjudgment 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 infallibility
and asks no blind submission to his will, but he has demon-
strated his unselfish devotion to his country and his unsur-

passed eapacity for leadership, and he has the right to ask and
to expect that in this hour partisan politics shall be laid aside
and that all Amerieans shall support him in bringing this war to
a speedy and sucecessful conclusion.

Mr. MOORE of Pennsylvania. Mp. Chairman, I yield 10
minutes to the gentleman from Iowa [Mr. GrEEN], & member
of the committee, 4

Mr. GREEN of Towa. Mr. Chairman, the gentleman from
Tennessee [Mr, Hurt] last Saturday made a speech on the bill
that was 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 that there were a very few Members in attend-
ance when the speech was delivered, I want to commend it to
the attention of every Member who was not present at the
time. I say this partly because I am not able to agree with
all the views 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 entirely to the measure itself.

As has been stated by every member of the committee who
has discussed this bill, it ig emergency legislation, pure and
simple, and yet there seems to have been a disposition in some
quarters to question the fact that an emergency has arisen
which should make it necessary that legislation of this char-
acter should be passed. It is true that in most respects the
finaneial 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 were fewer than usunal
Money can still be obtained on the market by certain institu-
tions. I noticed, 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 correct to say that a crisis
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 portending danger.

The first thing that we observe is that all through last year
there was 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 what you might call
either the universal rise in prices or inflation. The man that
gets G per cent as the earnings of his dollar during the year finds
that it buys for him in faet 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, running into the billions.

Mr. GRAHADM of Illinpis, Mr, Chairman, will the gentleman
let me ask him a question?

Mr. GREEN of Iowa. Yes.

Mr. GRAHAM of Illinois. Do you mean all kinds of bonds?
Do you include munieipals in that?

Mr. GREEN of Towa. Yes. They have all fallen in very
nearly the same ratio. I am not able to go into the details at
this time. Money 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 have borrowed before the war at a rate less than 5 per
cent. All bonds have shared in the decline. Government bonds
and the bonds of the big cities have not lost so much as others,
but their market quotations have fallen off heavily.

Mr. COOI'ER of Wisconsin. Mr. Chairman, will the gentleman
yield there?

Mr. GREEN of Iowa. Yes.

Mr. COOPER of Wisconsin. Can the gentleman tell where
Procter & Gamble got the $25,000,0007

Mr. GREEN of Iowa. I have forgotten from whom it was
obtained.

Mr. COOPER of Wisconsin. Where was it procured?

Mr. GREEN of Iowa. It was procured in New York City.

A very serious situation prevails with reference to the rail-
roads and the public utilities. It 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
stringeney with reference to its financial affairs, and must also
find difficulty in negotiating its securities. The enactment of
the bill for railroad control will, I think, sufficiently provide for
the railroads; but every public utility finds its needs greater and
its borrowing power less,

I shall explain later on, will not have time now, why 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 provided in this bill will
be used for that purpose.

There is another matter which we ought to notice at this time,
which has its portent for the future, and that is the slow but

.
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steady shrinkage in the amount of deposits in the savings banks
in several loecalities.” This shrinkage in deposits and deprecia-
tion of securities of these banks constitutes a distinct menace
to these banks which unfortunately is sure to be accentuated in
the future. All these changes which have taken place have
been caused by the large demands for money made by the Gov-

ernment, The enormous amounts which have been taken have |

been unprecedented in our history and in the history of the
finaneial world. Our appropriations for this year will nearly
equal the whole amount appropriated for England during the
war, and additional demands are to be made. It therefore be-
hooves us at this time to take account of the future, to observe
closely what it has in store for us, and if we do so we must come
to the inevitable conclusion that some legislation must be enacted
to guard against the perils that threaten our financial system.

Now, what kind of legislation shall it be? I am not prepared
to entirely approve this bill. I had thought that it would have
been better if a subsidiary corporation had been formed to the
Federal reserve bank, privaie in its nature, not so likely to be
influenced by polities or controlled by personal preference. But
it is obvious that no such plan would be successful unless it met
with the approval of the administration and the assistance of the
Treasury., So we must lay anything of the kind aside. What
other plans are offered? Only one, so far as I know.

The gentleman from California [Mr. Haves], in a very able
argument which he presented this afternoon, advocated giving
the reserve banks the power to loan on that class of security
not known as liguid security; in other words, on long-time se-
curity, which he thought would remedy the difficulty and enable
sufficient funds to be acquired. I am not satisfied that this
ought to be done. <

We have in the Federal Reserve System a tower of strength
at this time. Its solidity is unquestioned. Its power to sustain
the banks in all ordinary commercial transactions has never
for a mement been doubted, and I believe we ought to keep it

in that condition and not have it leaded down and its sta- |

bility, if not impaired, at least made subject to question or doubt
by empowering it to loan money upon a class of securities
which must be handled by this institution which is provided
for in this bill

But obviously, gentlemen, whatever is to be done must be
done soon. We ean not stand here arguing at this time. We
must not wait until the foundations of our financial system
are shaken, until our savings banks and great financial cor-
porations are tottering on the verge of ruin. It is a time for
action. Important and great as these measures are, far-reach-
ing as they are, we must to some extent take our chances on
the issue. The administration says that it wants this kind
of a measure; that it wants this bill passed. We havé taken
it in our committee, given it study and preparation and care,
and have pruned here and trimmed there, modified here and
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
wmiried 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 this 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 if 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 portions 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
necessity 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 the Government.

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

Mr, 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?

Mr. GREEN of Iowsa. I will undertake to do that under the
five-minute rule. 4 3

Mr. JOHNSON of Washington. I believe some gentlemen
have another view.

Mr. GREEN of Towa. Yes. There is one other phase, for
which I would like to have three minutes more.

Mr. MOORE of Pennsylvania. I yield to the gentleman three

Jminutes.

‘The CHATRMAN. The gentleman from Iowa is recognized
for three minutes more,

Mr. GRAHAM of Illinois.
yieid?

Mr. GREEN of Iowa, Yes; I yield to my friend from Illinois.

Mr. GRAHAM of Illinois. Is it not true that this measure,
like all other measures that we pass, if honestly and carefully
administered, will result in good, and if wrongly admlnistered
it will result in the opposite?

Mr. GREEN of Towa. The gentleman is eorrect. It is espe-
cially true of this measure, which, if wrongly administered will
wreck the country, if properly managed protect it from disaster.

Ar. G of Illinois. After all, it is very largely a ques-
tion of administration?

Mr. GREEN of Towa. Yes.
administration.

Now, the gentleman from Tennessee [Mr. Hurr], by inference,
somewhat criticized the remarks of the gentleman from Ohio
[AMr. LongworTH], which were also still more severely eriticized
by the gentleman [Mr. Byrxes of South Carolina] who just
preceded me. I shall not review the remarks of the gentleman
from South Carolina, as I think they were purely political.
But there was an intimation contained in the remarks of the
gentleman from Tennessee, however kindly it was made, that
did not seem to me to be completely justified. The intimation
was that in discussing the concentration of power which is cre-
ated by this bill, the gentleman from Ohio was not really discuss-
ing the terms of the bill. If it was intended, I think it was not
justified.

One of the most serious guestions in this bill arises over the

Mr. Chairman, will the gentleman

It is very largely a question of

‘power that it confers to make or break anyone who is engaged

in business anywhere in this bread land. For that reason I
would have been much more favorably disposed to some plan
that eame out of and through the IPederal Reserve System, con-
trolled and operated in the first instance by those who manage
that system and who represent every portion of the country and
are supposed to represent every kind of business,

Now, it is a fact that one of the great dangers in this coun-
try has been this concentration of power and control over
credits. In the discussion in the British Parliament with ref-
erence to the British Trade Corporation, which was intended
to have a purpose somewhat similar to this one, althongh much
smaller and less far-reaching, a member of Parlinment, Mr,
Lough, quoted President Wilson as follows:

The great monopoly in this country is the mnnopoly of bidg credits,
The financial resources of the country are mot at the command of those
who do not submit to the direction and domination of a small group
of capitalists. When a small group of men approach Congresa in order
to induce the committee to concur in eertain Peglslatlon no f knows
the. ramifications of the Interests which those men represent, merely

say that there has come about an ordinary and very sinlster con-
centration in the control of business in the country.

Those are the words of President Wilson. Now, this 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
thousand times 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 I'ederal reserve
act was passed.

Mr. GREEN of Iowa. Let me suggest to the gentleman from
Virginia that his remarks only apply t0 commercial credits and
not to funding operations. The statement has been made on this
floor and has been uncontradicted 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 who were contrelling 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 134 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 pmﬁteering at this time.

Mr. GLASS. T suggest to the gentleman that the {ucident
he has mentioned was in the nature of an investment in a re-
funding scheme and not in current commerce. Current com-
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meree is absolutely unrestricted =ince the passage of the Ied-
cral reserve aet,

Mr. GREEN of Iowa. That is quite true, but this bHill is in-
tended to apply to refunding operaiions which are so necessary
at this time, and provide for loans which the reserve banks could
not make—in fact, are not permitted to make.

Mr. MOORE of Penusylvania. I yield one hour to the gentle-
man from Pennsylvania [ Mr. McFappE~ |,

Mr, MeFADDEN. The American peeple are largely responsi-
ble for the present eondition which prompts the suggestion for
sneh legislation as is now proposed by this measure.

Az individuals we have been thrifiless in our public duties
and exactions. We have been content to go along from time to
to time in a false sense of security, and have been wasteful,
with no regard for the future. The future has now arrived,
amd we are about to see the folly of the past.

Thrift is now n national necessity, and the quicker the Ameri-
ean people realize that the quicker will the war be won. Our
prodnction must be increased, but we are taxing inereased pro-
duetion and asking people to economize, but no tax is levied on
over consumption. The great losses oecasioned by this war,
- such as loss of property, productive power, and disorganization
of business can only be met by thrift and eonservation of our
remaining resourees, and by more efficient methods in all lines
and voeations, ineluding operation of the Government and our
war machine. -

I have seen no proof as yet that the paper to be issued by this
proposed War Finance Corporation and made eligible for redis-
connt with the Federal reserve banks would be a different kind
of paper than would be ereated by broadening the bhasis of
eligible paper to include outstanding eorporate seeurities, ex-
cept the fact the United States will subseribe $500,000,000 to
the stoek of the corporation.

I contend that the main source of relief lies solely in the
Federal reserve banks, who will continue to carry the burden
uf relief supposed to be afforded by this new corporatien.

The operation of thi% new system will be to clog the Federal
Reserve System. The enacting of this legzislation means that
the FFederal Reserve System has failed to stand the very test
that its advoeates said it was intended to serve and would
serve, and the men who were the mest responsible for the
cnacting of the Federal reserve law, whiech Iaw bears their
names, Owen-Glass, and who are still cimirmen of the Banking
and Currency Committees of the Senate and House, are both
fearful of this legislation and the resulting effect it will have
on the Federal Reserve System.

I do not hesitate to say that if this legislation had been con-
sidered by ithe Banking and Currency Committees of the two
Houses of Congress @ very different bill would have been re-
ported than the bill we are now considering.

Mr. MOORE of Pennsylvanin. Does the gentleman intend
during the course of his remarks to show how the Banking and
Currency Committee would have improved it?

Mr. McFADDEN. I may do that.

Mr. MOORE of Pennsylvanin. If the gentleman has any
improvement to suggest upen the action taken, T wish lie would
offer it.

Mr. McFADDEN.
when I have finished.

Mr. GREEN of Iown. I lope he does not mean that the
Banking and Currency Committee would not have done any-
thing.

Mr. McFADDEN. I did not intend to east any reflection on
the Ways and Means Committee. T raised the question of the
proper reference of this bill when it was referred to another
committee, both on the floor of the House and in the Banking
and Currency Committee, but withont avall. This bill as drawn
still has in it unheard-of powers, and places those powers in the
hands of five men, & majority of whom I feel satisfied are now
overburdened with other governmental vesponsibilities and
duties, but will be named to serve upen this heard to further
concentrate the power and econfrol in the hands of a few, Ob,
your Pujo investigation of the Meney Trust! Where are you
now?

THE SHERMAN LAW AXND IPUBLIC-SERVICE COMMISSIONS,

A great deal of our present trouble is due to the enforcement
during the past few years of the Sherman law, the creation of
ithe Interstate Commerce Commission and their narrow vision
of the needs of the railroads “ looking to the future,” and the
failure to make the railroads make the necessary ceonomics,
and give them an increase of rates which weuld have permittod
the railroads to meet the demands upen them ocensioned by
the growth of our industries and the country generally. ‘The
ereation and almost similar action of the publie-service commis-
sions in the various States, tg say nothing as regards price

I think the zentleman will be satisfied |

fixing by the Government of 90 per cent of their require-
ments for extensions amd improvements, has affected seriously
the public utilities of the country. The railroads, with a
capitalization of nearly $17,000,000,000, and the public utilities,
with over $10,000,000,000 eapitalization, form n most vital part
of our wealth at this thne, and should now be a source of great
strength, but are both appealing for aid from-our already over-
burdened Government, due almost entirely to the reasons I
have just given. Now, in addition to this, the savings banks,
State banks, and trust companies are appealing, fearing with-
drawals because of the fact 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 these institulions is,
come into the Federal Reserve System and help this system
carry this burden which is upon them, but they say we do not
like the management of the Federal Reserve System. We do
not like ihe Comptroller of the Curreney and his attitude to-
ward the member banks. I say to such it is your patrietie duty
to join this system, and if the officers of the system fail to func-
tion properly public opinion will be so strong agninst them that
they will be removed. If all the banks were under this Feder:l
Reserve System now, no legislation of this kind would be liore,
THE CAPITAL ISSUES COMMITTEE.

The power to be invested in the ecapifal issues committee
are very greut and might, if manipulated by designing men, be
the means of utter disaster and ruin to muny linsiness eoncerns
in this country who are capable of rendering aid to the Govern-
ment by diverting from the manufacture of nonessentials to help
win the war and thug save the Government a vast amount of
capital outlay by eonverting many of these factories and utiliz-
ing their complete existing organizations. We, of course, must
assume that this eommittee will funetion honesily and capably.
Their greatest work will be first to cut down unnecessary pub-
lie expenditures, ineluding that of anything but for temporary
use in the war, and then all other State and municipal fown

and township improvements not immediately necessary to win

the war and then pass upon all capital issnes and’ renewals.
This is a power that must not be passed over lightly because it
has strangulation powers to any business or interest that is not
in favor with this board.

! ADDITIONAL POWERS.

I would not pass over the authority given to the board to
buy and sell any class of securities, including stocks and bonds
or bonds of the United States. I would have you eensider the
vast and unheard of power that this right conveys on five men,

‘and the fact that they will have a fumd at their disposal of two

and a half hillien dollars and four and a half hillion dollars
under the Senate hill. Think what this power means coupled

- with the powers conveyed to the capifal issues committee, amd

the power given under the railrond bill,. including that of plac-
ing embargoes on cencerns that ean not be reached by the other
two powers. You have in these bills, this bill and the railroad-
control bill, complete power and domination over all finance and
industry in this country, and you can count the men in control
on the fingers of one hand.

OCR FAVORABLE TRADE DBALANCE,

We have a trade balance now of over $3,000,000,000 in our
favor, aml we are loaning our allies over $7,000,000,000 more.
Is this going to be paid back to us in money at the eclose of the
war? Noj it is not. These countries then will have no money
to spare, but will pay us back in goods that they will sell us so
cheap that we can not afford to resist. This epeuns a very inter-
esting subjeet, nupon which I will not enter at this time,

PALLACY OF INFLATION.

The argument is made that it will be necessary to inflate be-
cause of the vast needs of the country at this time. T would
ask you what becomes of the money that the United States is
using? It is not leaving the country nor is our credit being
used to any great extent abroad. Why, it all goes right back into
our finaneinl system to aid business or industry to function.
And as our wealthe is shot away the Government fills the gap
in onr balance sheet by bonds which the future must pay or
carry the resultant burden. A surplus of eredit always causes
extravaganee and lessens the purchasing power of the dollar,
evidenced by an inerease in the cost of living,

I quote from John Stuart Mill as proef of this, “ and no better
anthority exists™:

Other things being the same, an inercase of the money in eirculation
raises prices; a dimiountion lowers them. If more money is wn
into circulation than the quantity which can circulate at a value con-
formable- to its cest of production, the value of money, so. long as the
cxcess lasts, will remain below the stamdarnd of cost of produetion and
general: prices will-be sustained above the natural rate.

Dut we have now found that there are other things, sueh as bank
notes, bills of exchange, anid checks, which circulate as money and
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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 info circulation or not. :

REPORT OF THE SELECT COMMITTEE OF THE BRITISH TREASURY,

I want to call your attention also to the report made last De-
cember of the select committee of the British Treasury as to the
cause of high prices in England, which has just recently been
made publie in this country :

The chlef causes are (par. 17, p. 4) ¢

* The expansion of credits during the war.

“'The demand for commodities exceeding the supply and the in-
uacy of Government action to control prices.

“Inecrease of wages and conne%uent increase of the cost of production.

“ Increase in the rates of gro 5

“ Unfavorable rates of exchange in some of the countries from which

supplics are imported.”

Mr. JOHNSON of Washington.
now, is-he? He is drawing an inference from the quotation.

Mr. McFADDEN. No; I am still quoting.

(‘)11: the first of these factors the committee has this to say (par. 18,

‘4“ihe Government, through the Bank of Enqlnnd and the joint-stock
banks, has created large new credits to enable its contractors to expand
thelr produetion. It has also borrowed from the 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

art of the banks, which has always been the case, this operation has

n a pure creation of credit. * * * These measures may not in
any way affect the soundness and stability of our financlal institutions,
but they have had the result of creating new ﬁnrchnsing power on a
large scale. Tha new purchaslnf power, distributed over the greater
part of the nation, in so far as it spends itself in investment in Goy-
ernment loans, does not take the form of additional demands for goods
and does not send up prices. But in so far as the new purchasin%
power comes into the market for commodities and takes the form o
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 financing the war,”

TFor * new credits " read for America “ eredit and currency ex-
gansion," and the conclusions would perfectly fit the situation

ere.

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

Mr, McIFADDEN. 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 a contraction should be had at once—
as such expansion was a very serions 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 under the tremendous issues of this corporation?

Mr. McFADDEN. That is the idea; yes.

PREMATURE REGULATION DETRIMEXNTAL,

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 necessary to meet the demands upon industry
by war lald 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 EXPAXNSION.

Any person who starts out to study finance with the belief
that a piece of paper is money must do bis 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 eredit have al-
ways contended that gold and credit have precisely the same
influence on values, and MacLeod also says that “ it has been
shown by authentie statistics that in meodern times gold only
forms about 1 per cent of the circulating medium of currency;
and to suppose that a variation to the small extent of a frae-
tion of 1 per cent in the amount of the circulating medium, or
measure of value, could produce the effect so popularly at-

ad

The gentleman is not quoting

tributed to it is wholly beyond reason.” The German credit
system, as I shall proceed to show, is based on the gquuntitative
theory of money. One of the best illustrations combating this
theory I gave before the Ways and Means 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 1914, at the outbreak of the war. At
that time the cotton spindles of Germany, Belgium, and northern France
were in the control of the German Army, the allies controlling the
seas and establishing an eml.mrso which prevented the importation inta
Germany of our raw cotton. onsequently we found the cotton Iarm-
ers here ruined, as cotton was selling below the cost of production. The
amount of money and eredit In this country was abundant at that time,
It was a question of a large coiton crop—16,000,000 bales—which could
not be utilized during that year on account of the spindles in the terri-
tory controlled by the German Army being rendered idle, and as that
commodity could not be placed in a commercial state without the use
of those spindles, the supply was so much greater than the demand the
price fell below the cost of production. ;

At the present time we find cotton selling four or five hundred
per cent above the 1914 price, due to decreased production and
increased demand for its use in the manufzeture 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 " and
“ expansion,” the former applying to the German system and
the latter to the British system.

I want to define the meaning of these words. *“Inflation"
Is the act of advancing the price of an article already createrd
without doing anything to increase its productive power.
Credit or gold used to purchase a permanent investment pro-
duces inflation. In a speech before this body on January 4
last T made this plain by calling your attention to the inflation
in the land values in the West from 1900 to 1910. The land
values of Iowa, Illineis, and Indiana increased during that
decande from $3,458,604,310 to $7,209,5682,325, or 108 per cent,
whereas the land values of the district I represent-in this body,
a strictly agricultural district, decreased during the same timme
from $26,228,240 to $22,900,425, or 12 per cent. DBut the census
reports give the yield of those lands for 1909, which for those
three States aggregated $891,146,580, or 12 per cent of their
1910 values, as against an aggregate yield of $8,786,903 for the
fmfr counties of my distriet, which was 38 per cent of the 1910
values.

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. Seo by deducting 50 per cent of
the gross yield of those lands we find. that the farm lands of those
three Western States are nearly a 17-yvear purchase, whereas
those of my district are a 5-year purchase. The importangt
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 activity
of the " Dblue-sky” operators, or real estate agents, annd the
easy facilities afforded by the banks of that section for mort-
gage loans. That is the combination which eaused the infla-
tion in the lands of those States, and the lack of such a condi-
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 invest-
ments. No industry of Germany can obtain capital without
going to one of the five “ great banks" of Berlin. Some of
those banks have representation on as many as 250 of the great
industrial enterprises of Germany. The British banks have
nothing to do with the promotion of industries or selling of in-
vestment securities, but confine their activities to the sale of
“ productive ™ eredit, as distinguished from * consumptive™ or
speculative credit. “ Productive’ credit is a self-liquidating
asset, and the bank which confines its activities to the exclusive
sale of such credit becomes an important factor in inereasing
the wealth of the country, whereas the bank which sells * con-
snmptive ” or speculative credit not only produces inflation
but will canse the whole credit system of his country to collapse.
To illustrate the meaning of “ productive” ecredit I will take
the case of a farmer who has a quantity of corn and roughage
but no ecattle to feed it to, and that is the only way he can
economically convert those farm products info a commercial
state, for the people of the world could not coensume the
3,000,000,000 bushels of corn produced by us last year. Now,
he goes to n bank and buys credit with which to pay for those
cattle or “ stockers.” It will require about four or five months’
tfime for those * stockers™ to be placed in a finished state for
the market, so he obtains the ?redit for that length of time.
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That is termed a self-liguidating erédit transaction, because the
farmer must sell the cattle which consmmed his products to
liguidate that transaction, for if he keeps them affer they are
finighed they will eat their heads off and eonsume the farmer's
profit in the transaction. Let us observe the different ways in
which that furmer has been benefited by that eredit transaction.
In the first place he converted those farm products into fer-
tilizer, thus enabling him to enrich his lands, and experts claim
that only 20 per eent of the fertilizer value of such products arve
lost by feeding them to stock. In the second place he has con-
verted raw materials info finished and salable articles of com-
nmerce, commerce which will bring zold from any hiding place,
for all beef-enting counfries must have it to sustain themselves,

\When those cattle are finished that farmer seclls them to the
packer, who in furn goes to his bank and buys its credit and pays
the farmer. Now, that is also a “ productive " eredit transac-
tion, as the people of that farming community can not consume
all that beef. The packer in turn sells it to the retail dealer or
butcher and that is also a * productive " credit iransaction, and
it continues to be a “ productive ¥ credit transaction until finally
a person comes along and huys a piece of that beef to eat, then it
becomes a *‘consumptive ” transaeiion. Where * consumptive”
credit is sold, as i the ease in this country, people will over-
consume and waste, and every economist knows that we are the
most wasteful people in the world, and it is due to the fact that
too many of our banks secll “ consumptive ” credit.

Bear with me while I give an illustration of speculative credit,

Suppose that the famner, instead of buying cattle to eat his
corn, should buy land, even improved farm land. If it be lo-
cated in one of those three Western States it will reguire some-
thing like 17 years for it {o liquidate itself, and b years if it be
located in my distriet, nccording to the census statistics which
I have given you. But those are not liquid transactions, for that
is too long a time for any sound bLank io lock up its borrowed
capital, besides the bank which becomes a party to such a trans-
“nctlon is guilty of fostering an act of inflation, as I have shown
you. So that farmer when pay day arrives must either sell
that farm or some other sccurity to raise the money with which
to pay off that bank debt. And it is the use of the borrowed capi-
ial of a bank, its deposits, which causes the whole credit system
to break down. In proof of that I cite to you the festimony of
Mr. George M. Reynolds—one of the foremost bankers of this
country—before the Senate committee when the Federal reserve
bill was under consideration, e said:

The man who borrows money on slock-exchange colluterals in New
York, and who wants to reallze on them quickly, must depend on the
ability of the borrower to rehorrow that mone {mmediat ¥ clsewhere
or upon the sale of the same. Now, If the condition is so bad that the
banks in the citg of New York are unable to extend accommodations the
result is that there is a very violemt break in the values of securities
and we are in the midst of a panie.

As Mr. Reynolds said, that was just what happened in 1907
when our eredit system broke down, and there is no safer banker
in this eountry than he, and I quite agree with the conclusion
of hig, just quoted. If Afr. Paul M. Warburg, deputy governor
of the Federal Reserve Doard, is not the author of this bill
presented to Congress by the Treasury Department he has been
put forward to furnish the testimony to support it. I must
therefore ask your indulgence while T quote from the testimony
before the Senate Finanee Committee, I zive the answers and
questions:

Senntor Lonce. Could yon take these bonds to the Federal reserve
banks as gecurlty and have currency Issued on them®

Mr, Wanpunra, A bank could, A bapk having mnade a loan on ir, it
conld. The Finanece Corporation could not.

Senator Gong. 1 wish you wonld deseribe how that could Lie done.

AMr. Warnvna, How that could be done?

Senator Gore. Yes: what the process would bhe.

Mr. Wanpuno. Well, let us take the public-mwtility corporation again,
that has receilved these honds. Ttwﬂ% might go to the City Dapk and
=y, * 1 noed $250,000. Here Is my 90-day note secured by 1flom bonds.”
The Ci would indorse this $250,000 90-day Baper to the Federal
reserve bank and the Federal reserve bank would take it; it might put 1t

up with the Federal rescrve agent as collateral for notes, and it
might not. In the latier case the note issne would not inerease in the

least through the transaction. Again, the City Bank might draw the
equivalent by check and may not take ont any currency at all

Senator Gone. 1t could only be used by the Federal reserve banks as
collateral ?

Mr. Wanpvna, Yes, sir.

Sepator SmooT. Let me cite a case to you which T think is going to
hgggpn after the organization of this corporation’ with a capital of
£500,000,000. There is authorized an issue not to cxeeed eﬂms times
the capital stork 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 will say that half of them go into
the hands of the investing public and the other half goes into the banks.

Mr. Wannrro. Yes, sir.

Senator Syoor. Now. when the banks take $500.000,000 of those
bonds they no doubt will go to the Federal reserve bank and get the
currency on that 8500000000, -

Mr. Wanpcna, They might not get currency.

. They might want
credit.

Senator Sxmoor. Suppose they zet it?

Mr. Warnone, Yes,

Henator Smoor, Suppose they do get It
that mueh inflation of the currency, 3

Alr. Waununs., ¥xpansion.

Senater JONES. . Warburg, a while ago yon osed a8 term *“ox-
pansion,” and, if T understood Senator SM007T, he rather thought it was a
(istinetion without a evence ; and T wantedd to ask yon if there is
not a vast and substantial difference between expansion and inflation ?
In_other words, is all expansion properly Jdesignated ng inflation?

Alr. Warpvne, When expansion becones cxtreme and unhealthy we
term it inflation. 1 should say that, as far as the world's general
hanking and credit situation iz concerued amd the price level of 1hings,
we arc on an inflatedl basis. Ho far as our currency situation is con-
cerned, we are far from inflated. It is about the most comservative
the world has ever seen. -

Senator Lobcr, Tt is not yet inflated

Mr, Wannonra, Not yet. That is the point. The Federal reserve
hanks have still a gold reserve of G5 per cent of noles and deposits,
which is more than the Bank of England had in its palmiest dags.

Defore attempting to reply to Mr, Warburg's distinetion be-
tween inllation and expansion, I wish to eall attention to
another statement made by him at the hearings before the
Senate committee. I again guote the questions and answers:

The Coaipmay, Mr. Warburg, I notice one or two cases in which a
rather vigorous statement was inade on the part of eertain natiomal
banks, and I believe the National City Lank of New Xork, against
the section which aunthorizes the Secretary, through the corporation,
to issue notes,

Mr. Wanevrs. I do not agree with that statement at all. 1 think
it is uiterly unwarranted. 'The writer of it appears to indicate that
he comskders it the better way teo go back fo the other method of
putiing out Aldrich-Vreeland motes rather than secceurities. Now, this
war corporation will issuwe securities, not metes. That expression
*notes ' ought to come out.

Senator LopcE. “ Notes " should come out entirely?

Mr. Waneona. It ought to come out entirely. 1t.ouvght to be ' short-
term bonds." 'They must be at least one year long, As far as these
bonds go to the public, they are not at all going to itend to what
you would call inflation, beennse they would not go into the hands
of member banks or the reserve banks, and no notes therefore issued
against them by the Federal reserve banks. Only when the invest-
ment market is filled_and when the banks arve full, then the banks
may come to the Federal reserve banks for xelief; and them, along
with thelr commercial paper, they may rediscount some 15-day or 00-
day paper, which would be sccured by these short-time bonds of the
rorporation to the extent and at the rates st which Federal rescrve
banks may be prepared to discount that paper. Now, to say that
ihis is going to create inflation is true only to that cxtent as overy
issue of Government bonds create in itself inflation, beeause If the
Government, instead of the corporation, would itself issne these long
and short time bonds the effect would be just the same as that pro-
iluced by the issue of these short-time bonds, Now liberty loan bonds
have no cirenlating privilege. No more have these short-term bhonds.
They can only be used as collateral for member hanks’” motes or paper,
which may be rediscounted when the banks get into a position where
they have to take recourse to the Federal rescrve banks.

I might discuss this question until the close of this session
and I counld not possibly produce evidenee more convincing than
that of Mr. Warburg himself before the Senate committee
which proves that e is an inflationist of the highest type. He
tells the committee that the “mnotes” should ecome outf.  “It
ought to come ont entirely,” he says. *“It ought to be short-
time bonds,” he eontinues. If that testimony is worth any-
thing, it proves that he believes that name counts for every-
thing and the nature of the eredit instrument eounts for
nothing.

Inflation does not result from the issuanece of bunk netes or
any other kind of paper, but the use to which it is placed. It
would be just as silly to contend that a person dies of poison
beeause the preseription from which he obtained poison from a
drug store was written with red ink instead of black ink. The
preseription is only one of ihe evidences that the person died of
polson, but it is not the best evidence; the best evidence in that
case would result from 5 chemical analysis of the contenis of the
stomach. And so it is with the paper of this proposed corporu-
tion. It matters not what you call that paper, *shori-time
notes,” *short-time bonds,” ecurrency, or whatnot, becauze if
they, or either of them, be used fo purchase a permanent invest-
ment or the production of waste they will produce inflation,
whereas if they be used for the production of esseniial articles
of commerce or agriculture the effect would be just the oppo-
site. And the effect would be just the same whether the war
material, the production of which is to be the essential business
of this eorporation, be paid for with the * short-time bonds " of
this ecorporation or gold realized by the Government from the
gale of its long-time Donds. bhut if the Govermment pays for
that war material in the latter way and such Jong-time bonds
are not made eligible for rediscount at the banks, that would
be the end of the inflation through that eredit instrument. BDut
if you clothe the eredit paper of this corporation with a speeial
privilege, as is propesed. and to which it is not entitled, then
you create an endless chain for many other acts of inflation
which will enconrage exiravagance amd waste, and thereby de-
feat the very purposes of the bill—that is, the use of eapitnl
and credit for cssentinl purposes only.

Then, when issucd, there is
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Let me show you just how this corporation will become the ia-
strumentality of the worst sort of inflation, if the corporation is to
enjoy the special privilege 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 country 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
war. 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 center 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 finanecial 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,

What 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 hold on to that gold, and thereby be in a position to
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. Mr. Warburg
said in the Senate Finance Committee hearing, in reply to a
question propounded by Senator Satoor, 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 rediscount, * 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-
tomers 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. I'or 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 country must start a publicity campaign against
extravagance of every sort. Make the patches on trousers
badges of honor. That is the way the British are financing this
war.

o TRADE COXDITIONS IN EXNGLAND.

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
business 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 advertising, 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 eampaign of economy. Tt
should 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 has cost us much. The facilities for speculation and
“ consumptive " eredit are too easy. Remember that the bank
deposits * guaranteed cash-surrender values” of policies of our
life insurance companies and similar cash-surrender values of
our building and 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 Wales—
banks with large capital and numerous branches and able and
experienced 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 “ con-
sumptive " credit.

As proof of this fact, I desire to call your attention to the
fact that at the present time 70 per cent of the capital of the
banks is invested in long-time securities of the publie-service
corporations in the United States, and 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 class at a margin, I suppose, of
about 75 to 80 cents on the dollar,

A PARADOX.

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 exercised 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 eredit 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 AXD SLAVERY.

Another situation might be used to illustrate this situation—
the condition of the black in the South before the War; 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 aud denim, worked from sunup to sun-
down, and the products of their labor sold and atilized by an
all-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 highest efficlency 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 lord, 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 laws 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 and glven a receipt for the snmme—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 werk or consume except for the purposes of
war, and that you may be fit for war. I, the war god, will feed
you like animals, will house, warm, and clothe you like animals,
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 economie laws, all credit laws,
all laws of money and finance, and for a time escapes the reaping
of the whirlwind. 3

Germany, you will notice, has kept down the 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 that 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 enforeing her bread and fat card system, and
from reliable reports there can be no question but that card
system has been 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
what 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 interest, but every mark of it must be used for
production. That was the cardfwal 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 n 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 Washington 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 65 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 pogulatton of 1,000,000 souls ; this death
rate means that during the year of 1917 9,000 more people dled between
the ages of 65 and 70 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 dled during the years
before the war. It made my heart sad, and I trled 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 searchings 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'
fou admit, Excellency, that we are in a process of extermination?

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
goves that every day the German power is increasing. Men between

e ages of 65 and 706 do not create food or any other commodities. If
it is true that during the year of 1917, 720,000 more Peop!e died than
in the year of 1913 or 1914, it is an incontrovertible proof that in
1918 the food rescrve of the E’:mpire 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 53 and below 10 years of age dled the more invincible would be-
come the fatherland. fhad to admit that his heathenlish and cynical
rensonings 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 extermination of the nonproductive ages would leave the
remaining population unimpeded in the unhampered conduct of de-
structive 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 AXD 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 the 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 $2,860,935,000, 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 T54 per cent,
and the notes of the Darlehnskassen—the German War 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 with
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 War 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 $293,340,000, 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 he has no demand obli-
gations to meet. It is expensive to carry idle gold, and that is
why it doe: not earry it. But it has short-time bills of exchange
representing * productive ” credit, transactions which will al-
ways bring the gold when needed. Mr. George M. Reynolds
at the Senate 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 some 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 the 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 all the 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 propoesed 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 and
eating tin eans. 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 have 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 up 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 sustain my argument in every particular.
They say:

Ninety-day notes made nnder n definite renewal agreement at a fixed
rate is o camouflnge for the convenience of the banker 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
g%o‘ﬂg ‘I::aopret;gardcd as an unsound basls for commercial borrowings on
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The hoard’s statement continues thus:

Without a guaranty for rencwals it would be dangerous for the bor-
rower. With such a guaranty it would be an unsound bapking credit.
A demand for one or two year money, except for special contracts, in-
dientes n need for greater working capital, which onght to be obtained
by increase of eapital or by =ale of oblhigations in the investment market.

I seck no stronger argument than advanced by the board to
support the whoele trend of my own argument against auihoriz-
ing the proposed corporation. Let us contrast that tobaceo
fransaction and the business which tliis corporation is to do.
There is no sort of question hut that the tobacco transaction in-
volved a real productive {ransaction. The only guestion was
the time involved. The tobacco compnny doubtless believed it
was a favorable time to buy raw tobacco and it could have raised
the necessary money by sclling stocks or honds. The lowest
point its eommon stock touched last yenr was $168.50 per sharve
and the highest $220. Dut those in control of the corporation
(i not wish fo sell some of that stock, as the market for stocks
was depressed, and they would have fo pay too high a rate for
money, so it induced the banking syndicate to “ eamounflage™
the publie by floating its * shori-time notes ” in the credit stream,
and that is precisely what the advoeates of this bill propose o
do, *eamonflage ™ the public, just as the German Government
has been doing all through ihe war, until they have now reached
the breaking point, for I do not believe it possible for the German
credit system to hold up another yvear, notwithstanding the effec-
iiveness of their war machine.

Instend of having our own Government go to the capital
market and sell its long-fime bonds, the advocates of this
American “ Darlelingkassen” propose to isspe its “ shori-time
honds ” in payment of war materials and give them a special
privilege to ¥ camouflage ” the banks and general public into the
belief that they are not what they are.

But listen, while I guote further from the bomrd’s criticism
of that tobacco transaction. They say:

It may be argued that therc is at present no Investment market, and
thai thercfore these remcwal tramsactions are mecessary, It docs the
abrogation of the investment market afford a renson for the destruction
of the commercial-paper market also? Some plan must and will be
developed to restore to @ certain extent, at least, the security market.
But even iI this restoration can not be effected, should we not look upon
credit as a commodity of which only a limited su?xl.a:ly is available? If
we have up?ronchml the limit, would it mot be w. to conserve credit
and apply it only in those directions where its use will most benefit the
comntry? In the ecase of the tobaceo company, if it had not secured the
full credit it sought it would have bought less tobacco and it have
advanced its selling price. What if it had reduced its Inventories and
the consumption of tobacco? Would not this have been just what is at
present required ?

IEARIXGS DEFOLE TIHE WAYS AND MEAXS COMMITTEE.

1 usk those of you who read the hearings before the Ways and
Means Committee on this bill to bear witness to the fact that that
is precisely the snme argument I advanced against this corpora-
tion issuing any sort of credit instruments. But I wish to repeat
that there is absoluiely no comparison between the paper which
the board was criticizing and that paper which the proposed
“ Darlehnskassen ' will create, for the former represented pro-
duction, while the latter will represent waste. The board in the
last-quoted paragraph of its long crificism states the very gist of
my argument, namely, that when yon make credit cheap or easy
yeu will cause overconsumption, This American * Darlehns-
kassen ” paper will make eredit easy at the banks, and that will
allow them to accommodate their customers in the gratification of
their luxurions desires. If that criticism could be published in
every paper in this country it would do more good than any
statement issued by the Federal Rescrve Board during the past
vear. It would teach both the banks and the publie io conserve
credit, and that would mean that we would have less waste and
more money with which to aid the Government in winning the
war, and thus preserye our civilization.

THE SUGGESTED MEMEDY.

1 say, let the United States make such loans as are absolutely
necessary to win this war direct to the public utilifies, railroads,
and industry—supervised by the best brains that this country
affords, and thus instill into the public mind an air of con-
fidence instead of suspicion. This confidence when thus ac-
quired by the people will respond in a patrietic manner in the
payment of an equitable amount of taxes and subscribe for
bonds of the United States on long time, bearing a proper rate
of interest. Stop the profiteering and the 10 per cent plus
contracts. Convinee the pabliec that the billions are being
used wisely, honestly, and efliciently to win the war and the
best people on the face of this earth, the American people, will
respond in the granting of all the credit fhat is neecessary to
win this war, if it takes the last dollar that Americn possesses,

AXSWER TO TIHE JIOLDENX ARGUMENT,

In conclusion, T desire fo observe the ingenious argument ad-

vanced by the gentleman from Tennessee [Mr, Hurr] on this

! what similar measure has passed the other House.

door on Saturday in advocaey of this bill. He starts out by
quoting from Sir Edward Flolden, who, for years, has been
the most pronounced and persistent advoeate of the German
eredit system among the London haukers, but he has made no
headwny either with the London bankers or the British Par-
liament. The sum and substance of the gentleman’s argument:
may be found in Sir Edward Helden's report of this year fo
his hoard of directors of the Midland Bank,

Like Mr. Warborg, Sir Edward Holden and cvery other ad-
vociate of the German system, the gentleman from Tennessce
compares the strongest point of our system with the sup-
posedly weakest point of the British system, namely, the gold
rescrves. But none of them ever make mention in such com-
parisons with the weak points of our system or the strong
poinis of the British system, and everyone will agree that any
comparison which does not ‘include the whole is fallacions and
niisleading.

Let me quote from the zentleman’s speech. He said:

The credit-lending and nofe-issuing power of the Federal reserye
banks is still more than two hillions. -

He arrives at that conclusion by taking as a basis our legal
reserve arbitrarily fixed by Congress in creating the Federal
Reserve System. That legal reserve is pure guesswork and
grossly misleading, as no two economists have ever been able
to agree as to the amount of gold required under a eredit system
which violates well-recognized scientific law. But Congress
may next week reduce the reserve requirements of the Federal
Reserve System by 50 per cent, and then the gentleman would
contend that we were much stronger than we were the week
before. Germany has done that ever since the war began, but
she did it only to have the people believe she was sound, when
in faet she was unsound.

If we refuse to profit by the experience of such countries as
Great Britain and France, we should turn to the experience of
one of our neighbors. Conant, in his “ Banking in Mexico  writ-
ten for the Monetary Comnunission, says that ithe Monte de
Piedad, the largest bank of Mexico, had a specie reserve of
more than 50 per cent a week before its failure, but the other
50 per cent of its borrowed capital was covered with permanent
investments on which it could not realize.

You may call the proposed * Darlchnskassen ” the war-finance
corporation or any other name you choose, but if yon give it
the power to issue credit instruments and cloive such instru-
ments with a special privilege, which similar instroments do
not possess, you will thereby increase the facilities for infla-
tion, and if onr credit system does not break down during the
war we will be years in getting to a position where we can
push out for foreign commerce after pence is declaved. [Ap-
plause, |

Mr. MOORE of Pennsylvania. Mr. Chairman, I yield three
minutes to the gentleman from Nebraska [Mr, SpoAn].

Mr. SLOAN. Mr. Chairman, I shall support this measure ns
a war measure, as I have supported every measure in the seven
years I have been in this House, to prepare {his Nation for such
a crisis as we now find ourselves to be in. I shall support it for
the same reason that I have voted for every other war measure
that has becn considered vegularly by the proper commitfces
and recommended as important for the proseention of the war
sinee its declaration. I shall support it as I have supported
every proposition, having an opportuniiy to deliver myself upon,
for the protection of American life and rights on land and sea
under all circumstances [applause] ; and when both were not
being or could not be protected T have voted to protect one.

This measure comes before us with the indorsement of the
Ways and Means Committee. It comes aft a time when a some-
Whatever
argnment may be submitted, it will not be upon the bases of
urging support of the bill generally, because the membership
of the House generally expects to vote for ihis measure.

Dut I-do desire to present a few facts which appeal strongly
to me why this bill in its present condition should pass and why,
the changzes appearing in the bill showing difference from the
first draft handed by the Secretary of the Treasury to the chair-
man of the Ways and Means Committee, and introduced by him
on the 4ih of February, should be supported and retained.
Every safeguard that we have agreed upon, every brace that we
can possibly bring ought to be maintained in this bill to make
it strong, if strong it can be made.

This bill comes as a mighty corporation bill. It is, as I view
it in its large sense, the organization of a central banking cor-
poration. I have been at times a critie, although I supported
it, of the National Reserve Bank System, beeause I thought, or-
eanized as it was, it was liable to fall short of the expeetations
of its enthusiastic supporters. T voted for it and ealled atten-
tion at different times on the floor of the House to its apparent

R e e T T e T o A e o e N e L L e i & od




1918.

CONGRESSIONAL RECORD—HOUSE. ’

3679

nonworking in times of peacé. We hoped that when the crisis
came to this Nation it would be given an opportunity to do that
which its advocates 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 March, 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-
gidered it would take such form in the House that-the reserve
system which-had become the law of the land would be given an
opportunity to perform the functions which its supporiers be-
lieved it would perform and which, with some donbt, I thought
it might perform, that it shounld have the opportunity. It was
with 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. My 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

KrroHIN,

A bill (H. R. 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 entcr};r ge3 in the United
States neccssary or contributory to the prosecution of the war, and
for other purposes.

Be it enacted, ete., That for the purpose of affording finaneial assist-
ance, either directly or indirectly, to persons, firms, corporations, and as-
sociations whose operations are necessary or contributory to the prosecu-
tion of the war, }{)n cases where such persons, firms, corporations, or
assoclations shall be unable to procure funds on reasonable or practi-
eable terms from the general Public or through the regular bankin
channels, and for the purpose o mgufating and controlling the sale an
offering for sale or subscription of securities herecafter issued, and for
other purposes in ald of the prosecution of the war, the Secretary of the
Treasury, together with four additional persons (who shall be the di-
rectors first appointed as hereinafter provided), are hereby created a
body corporate and g‘ulitic in deed and in law by the name, style, and
title of the * War Finanee Corporation” (herein called the corpora-
t[ong, and shall have succession for a perlod of 10 years: Provided,
That in no event shall the corporation exercise any of the powers con-
ferred by this act, except such as are incidental to the successful ligui-
dation of its assets and the successful winding up of its affairs after
gix months after the termination of the war, the date of such termina-
tion to be fixed by proclamation of the President of the United States.

SEc. 2. The 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 three-fifths of the board of directors
of the corporation at such time or times ag may be deemed advisable;
and there is hereby appropriated out of any money in the Treasury, not
otherwise appmpr{ate , the sum of $£500,000,000, or so much thereof as
may be necessary for the purpose of making payment upon such sub-
seription 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.

8gc. 3. The management of the corporation shall be vested in a board
of directors, consisting of the Secretary of the Treasury, who shall be

chairman of the board, and four other persons, fo be appointed by the
Scerctary of the Treasury, wlth the approval of the FPresident of the
United States. be removed

And director or directors so appointed maE

by the Secretary of the Treasury, with the approval of the President,
and vacancies however arising may be filled by the Secretary of the
Treasury, with the approval of the President. Whenever a vacancy
ghall occur among the directors so appointed, the person appointed
directos to fill any such vacancy shall hold office for the unexpired
term of the member whose place he is selected to flll. Three members
of the board of directors shall constitute a quorum for the transaction
of business.

Sgc. 4. The prineipal office of the corporation shall be located in the
District of Columbia, but there may be established agencies or branch
offices in any city or citles of the United States under rules and regu-
lations preseribed by the board of directors, with the approval of the
Becretary of the Treasury.

8gc. 5. That the four directoras of. the 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 shall be devoted
to other governmental business) and shall receive annual salaries, pay-
able monthly, the amount of which shall be fixed by the Secretaryeof
the Treasury, with the u%proval of the President of the United States,
not, however, exceeding the annual salary of the principal officer of an
executive department of the United BStates, Apy director recelvin
from the Uniied States any salary or compensation for services shal
not receive as salary from the corporation any amount which, together
with any salary or compensation recelved from the United States,
would make the total amount paid to him by the United States and
by the corporation exceed the amount fixed as ihe 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 dutles, each
director 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 falthfully 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 sppolntment 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. The corporation sball be empowered 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 De necessar
for the prosecution of its business; to sue and be sued; complain an
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 fix the penalties thereof, and to dismiss at pleasure such officers,
employees, attorneys, and agents: and to prescribe, amend, and repeal,
by its board of dlrec{ors, subject to the approval of the Secretnr{) of the
Treasury, by-laws regulating the manner in which its general business
may be conducted and the privileges 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 upon such terms, not inconsistent herewlith, *
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 motes; or (2) to any bank, banker, or trust company
which has rendered financial assistance, directly or indirectly, to any
such person, flrm, corporation, or association by the purchase of its
bonds or other obligations: Provided, That advances so made by the
corporation on the basis of any such loan or loans shall not exceed
756 per cent of the face value thereof: And provided, That any ad-
vances so made by the corporation in cases where such financlal
assistance shall have been rendered by the purchase of such bonds
or other obligations shall not exceed 7 er cent of the market value
of such bonds or other obligations at the time of such advance, as
estimated and determined by the board of directors of the corporation:
And provided further, That all such advances shall be made upon the
promissory note or notes of such bank, banker, or frust company,
secured by the notes, bonds, or other obligations, which are the basls
of any such advance by the corporation, together with all the securities,
if any, which such bank, banker, or trust company mag hold as col-
lateral for such notes, bonds, or other obligations. The corporation
shall, however, have power to make advances (a) up to 100 per cent
of the face value 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 E31:1' cent of the market value at the time
of such advances (as estimated and determined by the board of direc-
tors of the corporation) of such [fnds or other obligations by the
purchase of which financial assistance shall have been rendered to
such person, firm, corporation, or associatlon, provided every such
advance shall be secured In the manner described in the preceding

art of this pamgra;ﬁh. and In addition thereto by collateral security,
o 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 (ti)f
the corporation, The corporation shall retain power to require addi-
tional collateral security at any time. >

(¢) To make advances from time to time, upon such terms not incon-
sistent herewith, as it ma{l prescribe, for periods not exceeding 90 days,
to any savings bank or other banking institution which recelves savings
deposits, on the promissory note or notes of the borrowing institution,
whenever the corgoration shall deem such advances to be necessary or
contributary to the prosecution of the war or lm?ortnnt to the publie
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 advance
{as estimated and determined by the 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 provided further, That the rate of interest
chm'ﬁv.ed 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
contributo!;y to the prosecution of the war, for periods not exceeding
five years from the respective dates of such advances, ugban such terms
and upon the security of such bonds, notes, or other obligations, and
subject to such rules and regulations as may be preseribed 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, end 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
obligntions In an  amount gregating not more than eight times its
pald-in eapital, 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 apqrnval of the Becretary 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 tlme 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, s‘ubfeet to the approval of the Secretary of the Treas-
ory. 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 the circulation privilege, and Federal
reserve banks shall be authorized, subject to the regulations of the
Federal Reserve Board, to rediscount and tI)urezmae paper and make
advances secured by such notes or obligations in the same manner
and to the samc extent, and at the same rates, or at such higher
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rates as the Federnl' Reserve Roard may approve, ns: they may pur-
chase or rediseonnt paper or mnke advances secured by such: bonds
or netes of the United States, under authority of the Federal reserve
act. Any Federal reserve bank acquiring by purchase or rediscount
such paper secured by the notes or obligalions of the corporation may,
with. the approval of the Federal Reserve Board, use such paper so
acquired’ for any purpose for whicl it js anthorized to- use paper se-
eneed by sueh bonds or notes of the United States: Provided, however,
That whenever Foideral reserve notes: are issucd against the security
of such paper the Federal Reserve Board: may make ao special interest
charge ono such netes, which, in the diseretion of the Federal Reserve
Board, necd nat. be applienble tor other Federal reserve notes which
may from time to time be issued and outstanding, All provisions of
law,. not Inconsistént Werewith; in respeet to the pnrechase or redis-
connt by any Federal reserve bank of paper secnred by such homds or
notes: af the United States, and in respect to Federal reserve notes
issned against the security of such paper, shall extend, im so far as:
applieable, to- the purchase or rediscount of paper seeured: by tlie: notes
or obligations of the corporation and to the Federal reserve notes
“issued against the security of such paper.

{z) To excrcise by its board of direetors and its duly authorized
officers or agents, all ?owcrs specifically granted by the provisions of
this aet, and such incidental powers as shall be necessary or proper
to- carry out the purnoses of this act: Provided, That the powers spe-
cifically enumeradied herein shall be deemed additional to, and not in
ilmltngon of, any lm?lwd powers granted by act: And provided
further, That it shall not excrcise any of those powers: or l&rlelrrom
any business except such as is incidental amd necessarily preliminary
to its organization nntil it bas recn aunthorized by .the President of the
United States to commence business under the provisions of this aet,

Sgc. 7. IPor the purpose of assisting in the prosecution of the war
amd providing for t public security and defense, through the restric-
tion of unnecessary capital expenditures; the corporation may, under
rules and lations to bo prescribed by the ecorperation, with the
approval of the Becretary of the: Treasury, investigate and licemse, or
refuse to license, the sale, or nl!ering\tor sale or for subscriptiom; of
securities, as hereinafter provided. XNo persom, firm, corporation, or
association shall sell, ¢r offer for sale: or for subscription, any issue;
or any part of any: lssue, of securities hereafter issued. the par or
face value of which issue shall be In excess of $100,000, except in
acecordance with sucli rules and regulations as the corporation, with
the approval of the Sceretary of the Treasury, shall prescribe, nor,
when required by such rules and regulations, except as permitted by
licenses granted by the corperation. The corpuration shall, however,
grant licenses for any such sale, or any such: offer for sale, or for
subscription, which i* shall determine to. be consistent with the fore-
going purposes. Shazvs of stoek of any corporation or association
wiuwulg nominal or par value shall for the purposes of this act be
deemed. to be of the par value of $100- each. ny securities which:
upon the date of the approval of this act are in the possession or con-
trol of, or have been hypetlieeated by, the corporation,. association,
or obligor issuing the same, shall' net be decmed to have been 1
&rgor to the date of the nT'pr.m'nl of this act, within the meaning hereof.

thing in thiz act shall be construed to gmhihit. or to require any
license from. the corperation in respect Of, any borrowlng by any
Permn. tirm, eorporation, or association o the ordinary course of
nusiness as distinguished from borrowing for capital purposes.. This
section shall not be construcd fo apply to any securities issued by

Sge. 11, That if any clanse, sentence, paragraph, or part of this nct
shall, for any reason, be adinidged by any court o l.'l'll.ll[}l‘l(‘ﬂt jurisdiction
to be invalid, or in case any court of competent jurisdiction shall ad-
judge to be invalid any provislons hercof in respect of any class or
classes of gecurities, such judgment shall not affect, impair, or invalidate
the remainder of this act, but shall be confined in its operation to the
clause, sentenee, paragraph, part, or subject matter of this act directly
involyved in the controversy in which judgment shall have been renderes

Src, 12. That the term seeurities, as used In this act, includes stocks,
bonds, notes, certificates of indebtédness, and other obligations.

Sec. 13. That the right to amend, alter, or repeal this aet is hereby
expressly reserved.

I herewith present that portion of the commitice’s report show-
ing radieal departure from the department’s deaft:

ESSENTIAL DIFFERENCES BETWEEN THIS DILL AXD THE WAR FINANCE COR-
PORATION BILL AS ORIGINALLY INTRODUCED.

Thr essential differenees between this Lill (H. R. 10608) and the
bill I, It. 9499 are as follows:

1. This bill provides tnat not more than three direetors of the cor-
poratiton shall be members:of the same political party. The original
pill did not contain sach a provision.

2, This bill speeifies that ne direetor or officer of the corporation shall

articipate in the determination of any questlon affecting his: personal
Pntmsts or the interest of any corperation, partnership, or association
1:11 iwhlch he is interested. The orviginal bill did net contain. this pro-
vision,

. Under this bill the direetors of the corporation will bo- appointed
Ly the D'resident, by and with the advice and consent of the Senate.
The original bill rrovided for the appointment of the. directors by the
Secretary of the Treasury, witlh the approval of the President.

4. This Dbill' limits the advances (o be made to banks; bankers, or
trust companics to loans made by soch banks, bankers, or trust com-
panies on securities or obligations acqunired since the declaration of
war (Apr. 6, 1M7) and outstanding at the time of the advapee, nnd
to loans made: to persons, firms, eorporations, or a tions conduct-
ing nn established and zofng business in the United States. The origi-
mﬁ bilf did not contain any Hmitation of this nature.

G. This bill permits the ecorporation to make advances to savings
banks. banking institutions, or trust companies which. receive savings
dcposlts-aud' to building and loan associntiens for not to exceed:one year.

The original bill limited the time for which an advance: comnld he
made to 90 days and dld: not give this privilege to
recoiving de ts or building and’ loan associations.

6. This blll requires the seeurity for advances made to savings banks
and similar i tutions to be to at least 133 per eent of the
amount of the advanee,. The oviginal bill aspecified. that the security
shiould: be equal to 125 per cent of the amount of the advanee. Tkis
change is made in order to. make the ratio between: the: advance and
the seeurity the same in all the provisions ef the bill.

T. This. bill: provides: that when: the on: makes advances
direct—that is; without the advance going through the bankimg chan-
nels—that the: corporation must require security B
the corpora

irust companies

equal to at least
per cont of the ameunt advanced by th ;
rate of interest charged om such be less
per cent per annum in: excess of the rate of discount for 00-day com-
mercial paper: in the Federal reserve disirict in which the borrower
is: located.  This bill' also contains a limitation as to. the amount of

any railroad corperation the property of which may be in the |
aml control of the President of the United States. This section shall
not take cffect until rules and re ns . have cribed
by the corporation. as hercinbefore: provided, and m conrtinue in
effect until the expiration: of =ix months after the termination of the
war, the date of such termination to be dirtermined by a preclamation
of the President of the United States. Nothing done or emitted by
ihe corporation hereumder shall be eonstrued as carrying the approval
of the corporation or of the United States of the legality, validity,
worth, or security of any securities,

Sec. 8, That wheever shall willfully violate any of the provisions of
this act or of any license. ovder, mle, or regulntion issuned hercunder, or
whoever shall willfully violate, neglect, or refuse to comply with any
such lieense, order, rule, or regunlation: issued hereunder, shall, Eﬂxm
conviction in any court of the t?nitnd States of competent jurisdiction;
be fined not more: than $5,000, or, if a natural person, imprisoned for
more: than four years, or both; and any officer; dircetor, or agent of any
corporation or associntion, or member of any firm, who shall knowingly
Partlel’?‘ntc in any such violation, negleet, or refusal shall' be punished
vy 2 like fine or imprisenment or both.

Sre. 0. That all' net earnings of the corporation not required for its
operniions shall be aceumulated as o reserve d until such time as
the corporation ligquidates under tlie terms of this act. Such reserve
fund shall, upon. tlon of the Secretary of the Treasury, be invested
in bonds, notes, or certificates of indebte s8 of the United States, or
wpon like direction may be de ted in member banks of the Federal
Reserve Mystem, or may upon like direction be deposited in any of the
Federal reserve banks.  The Federal reserve banks are hereby author-
ized to aet as depositaries for and as fiseal agents of the corporation in
the gencral performanece of the powers conferred by this act.
=ix months after the termination of the war, the date of such termina-
tion to be fixed by a proclamation of the ident of the United States,
the directors of the corporation shall procced to liguidate Its assets and
to. wind up its affairs. Any balanee remaining after the payment of all’
its debts shall be paid to and become the property of the United States,
aml therempon. the corporation shall lie dissolved.

Sec. 10, That any and all notes and ebligations issued by the corpora-
tion shall be excm‘pt. both as to prinecipal and interest, from all taxa-
tion now er hereafter imposed by the United States, any State, or any
of the possessions of the United States, or by any loeal taxing authority,
except (a) estate or inheritance taxes, and (b) graduated additional:
income taxes, commonly known as surtaxes, and excess-profits and war-

ofits. taxes, now or hereafter imposed by the United States: upon: the
neome or profits of individuals, pnrtnersﬁi , asseciations; er corpern-
tions. The interest on an amount of such notes and obligations the
prlnvipsl‘;it which does not exceed the aggregate 85,000 owned by

in
any individual, partnership, association, or corpernﬂotﬁ;hall be exempt
from the taxes vided for in subdivision (b) of clause.
poration, inel ;its franchise and the capital and reserve or surplus

g e
thiercof, and the ineome derived thercfrom, shall be exempt from all taxa-
tion now or hereafter im hg the United States, any State, or any
of the possessions of the United States, or by un{ local taxing auwthavity,
except that any real property of the corporation shall be subject fto
State, county, or municipal taxes fo the same extent, according to its
value, ag other real property is taxed.

advanees that ean be made under this section at any ene time to an
amenot cqual to 163 per cent of (1) the paid-in capital stoek of the
corporation. at such time: plus (2) the aggregate amount of the bonds
of the co tion anthorized to be outstanding at such time. The
or, bill contained no such limitations. It is believed that these
limitations willl afford: & very valuable safeguard to the eorporation
and will result in requiving o greater portion of the: business of the
corporation to be transacted thro regular banking echannels.

8. This bill limits the a te amount of advances that ean be made
and outstanding under tﬂa act at any one time to any persom, firm,
corporation, or assoeciation to an amount not to cxceed 10 per eent of
the authorized capital stock of the corporation, or $50,00 ., The
original hill contained no such limitations, This provision is also Dbe-
lieved to be a very valuable safeguard.

9. This bill requires the corporation to file quarterly reports with the
Secretary of the Senate-and: Clerk of the: House of Representatives, giv-
ing the name and place of business of each gmn,. ﬂ.rm%::lc‘l,mmtlon. or
a tlon receiving advances direet from the corperat the amount
advanced, the terms, amd the security accepted therefor. The original
hill: contained no such provision.

10: 'This bill limits: the power of the corporation to deal in Londs
amd: ebligations of the United States to-those issued or comverted since

tember 24, 1917 (the time the last bond act became a law). The
original bill wonld have {yermttted the corporation to deal i any bonds
or obligations of the United States.

11. This hill authorizes the corporation to issne $2,000,000,000 of
honds to. mature in not less than one year nor mere than: five %mrs.
The original bill aunthorized the corporation to Issue $4,000,000.000
worth o bomds.

12, This bill provides that whenever a Federal reserve bank disconnts
or rediscounts paper secured by the bonds of the corvporation: that it
shall mot discount or rediscount such paper at a less interest cliarge
than 1 per cent above the prevailing rates for eligible commereial
paper of corresponding mnttlrl]l’y. The original bill left the inferest
rate to the diseretion of the Yederal Reserve Board: It js Dbelieved
that this provision will afford & very vualuable safegnard to the Federal
Rteserve System. »

. This bill provides that before paper secured by the bends of
the corporation can be discounted or rediscounted by a 1 reserve
bank that the member bank must satisfy the IPederal reserve bank
that it does: not have in its possession for the purpose of dis-
count. sufficient commercial gnper eligible. for disconnt or redis-
‘count nnder the regolatlons of the I . Reserve Board made un-
der autherity of the Federal rescrve act. The- original’ W1l contnined
no sueh r{l:ntislm >

14. This bill: enntujns‘no' provision, as did the original: bill;

permitting

l?emhcr hl;l}_[lm’ of the Federal Rescrve System to deak in the bonds of
the co ration.

LI is hill: creates & Capital Issues Committee. to bo composed: of

ent of the: Uni States,

sovan members, to- be appointed by the
by and’ withe the adviee aml consent of the Senate; to 1nmﬁ$e, pass
‘upon, and determine whether or not it is compatible withs bl
linterest that there shalli be sold or offered for sale or for subseription
any issue or part of am issuc of securities the total or a te par

wEregn
or face value of whieh is In excess of $100,000. The 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 or face
- value of which were in excess of 00,000. It is believed that the
issuance of new securities will be limited, in most der

Rt the
those compatible with the pnbilc interest

rovisions of this bill, to s
: ble under the original bill which

as elfectively as would have been
was much more drastic.

16. This blll contalns no criminal ]i:nulty %rovl.s!on for any sale
or offering for sale of any securities issued when the Capital Issue
Cominittee has found the e of such securities incompatible with
the publie interest. The original bill provided a penalty of $5,000 or
imprisonment for not more than four years, or both, for any vio-
lation of any of the provisions of the act or of any license, order,
rule, or regulation issued thereunder.

17. This bill provides that the DUnited Btates shall not be lable
for the payment of any bond or other obligation or the interest
thereon issued or incurred by the corporation, nor shall it incur any
linbility iIn respect of any act or omission of the corporation. The
original bill made no reference to the labllity of the United States
for the Ea-yment of the obligations of the corporation.

18. This bill maokes anyone who (1) forges or counterfeits any
bond, con , or paper in imitation of or pmr]:urﬂng to be in imlta-
tion of a g‘:ﬁd «©or coupon issued by the corporation, etc.; or (2) embez-
£Y¥es, abstracts, or 1fully misapplies any money, funds, or credits
of the corporatiom, etc.; or (3) with intent to deceive any officer of
the co ation, makes any false entry any book, report, or state-
ment of the corporation, ete,, liable fo o penalty of $5,000 or to im-
prisonment for not more than five years, or both.

The original bill contained no similar penalty provision.

1 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 capital of $500,000,000 and an authorized loaning power
beyond that of the capital of $4,000,000,000. I would impress,
by way of comparison, because all things in this world are rela-

tive, the magnitude 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 the United States. A recent statement shows their capital
$73,624,000. It has an 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 reserve bank-
ing system at this time, which are $1,007,822,000.

Second. The capital of this corporation, $500,000,000, lacks
very little of being ome-half of the total ecapital of all the
national banks of the United States 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 dellars capitalization is greater
than that of any 200 national banks 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 $8,818,312,000.

Fifth. This aunthorized loaning power amounts to mnearly
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 national,
State, private, mutunl 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 the 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 sofeguarded in every possible way, both in the grant of
power and in the matter of administration.

Eighth. I enll attention to another fact. The loans authorized
by the original bill is a larger sum than all of the deposits in
all the following great national and international banking
concerns combined :

The Imperial Bank of Germany $1,131, 771, 760
The Dank of England___ (7, 405G, 250
The National City Bank, of New York_ _____________ T35, 104, BOD
The Bank of France 450,539, 950
The Credit Bank of Austrin 388, 310, 700
The National Bank of Argentina 319, 054, 500
The Bank of Montreal 295, 500
The Commercial Bank of Italy 235, T68, 200

They had a total of deposits, on the 1st of January, 1917, of
$4,408,178,000, nearly $100,000,000 less than the authorized
loaning power of this greant corporation, which was sought to
be brought into being through the bill as introduced, which we,
of course, have reduced from a basis of 45 to a basis of 25.
That ig, ecapital, $500,000,000, and additional leaning power,
$£2,000,000,000.

Ninth. If all these loans were made, and the interest had to
be paid in gold, the production of gold in the United States—
$92,000,000 in 1916, the latest fizures I could obtnin—would
pay only 2 per cent on the lonn authorized.

Tenth. The loaning power 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 Car & Foundry
Co., the American Loecomotive Works, the Baldwin Locomotive
Works, the Ameritan 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 Blectric, Mexican
Petroleum, Pittsburgh Coal, Sears-Roebuck, and United States
Rubber companies. Their combined assets amounted to $2,180,
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 began.

Fifteenth. It would buy, with half a billion doilars to spare,

the property of all kinds and character in the State of Ne-

braska, 3

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 comparisons suggest potent
reasons why we should retain all the changes made by the
Ways and Means Committee.

Mr. MOORE of Pennsylvania. Mr. Chairman, may I ask
the gentleman a question?

Mr. SLOAN. Yes.

Mr. MOORE cf Pennsylvanin. 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 the property of Nebraska, estimated at
$4,000,000,000, would be half a billion dollars less than the
authorized loaning power of this great corporation.

Mr. MOORE of Pennsylvania. Then, as a matter of fact, the
organization of this system would be a mere bagatelle to that
great State.

Mr. SLOAN. O, no; I should be pleased to say that our
State could swallow up a 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 powér 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 corporations 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 Ways and Means for the minority.

AMr. MOORE of Pennsylvanin. I had intended to say that
the State of Nebraska has been so well represented by the
gentleman in this House that T assumed its general assets had
mounted up so high that the erganization of a war finance
corporation would be a mere bagatelle to the Commonwesalth.

Mr. SLOAN, I have been endeavoring to represent merely
a portion of the State, but unfortanately it hns mnot been
able to increase in wealth to keep pace with the fiat 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 this representative capacity, except in the
friendship of his colleagues.

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

Mr. MADDEN. Will the gentleman yield?

Mr. SLOAN. With pleasure.

Mr. MADDEN. I notice the gentleman from Pennsylvania——

Mr. SLOAN. Always truthful.

Mr. MADDEN (continuing). Who sits close to the head of
the Republican side in the Ways and Means Committee, on
which the gentleman from Nebraskan serves with great distinc-
tion, seems to be in doubt as to what State the gentleman who
is now speaking is from. To what does the gentleman attribute
the ignorance of the gentleman from Pennsylvania when he
asks such a question as that?
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Mr. SLOAN. I refuse even to consider that the gentleman
from Pennsylvania is ignorant on any subject. It would be a
reflection upon the subject to say that he knew nothing about it.

Mr. MOORE of Pennsylvanin, The gentleman is quite right
about that and the statement of the gentleman from Illinois
upon this oceasion is unaceountable. There is no reason for it
except to afford an excuse for joining in the compliment which
the gentleman from Pennsylvania was endeavoring to pay to
the gentleman from Nebraska. 3

Mr. WALSH. Will the gentleman yield?

Mr. SLOAN. After Illinois and Pennsylvania I yield to the
grent Commonwealth of Massachusetts with a great deal of
pleasure.

Mr. WALSIH. I want to ask the gentleman if outside of all
this that has been brought out by the gentlemai from Illinois
and the gentleman from Pennsylvania, he thinks this is quite
o worthy measure?

Mr. SLOAN. Notwithstanding anything the gentlemen may
have said, it is a measure that will probably obtain the support
of nearly every Member of the House, not only those Members
who usually votfe in a body, but those of independent purpose
and character who do not fear to be in the minority if right
and might seem not well paired.

Mr. MOORE of Pennsylvania. All of which goes to show that
the gentleman from Illineis, the gentleman from Massachusetts,
and the gentleman from Pennsylvania agree that while they
should very much regret to lose the membership here and
the association of the gentleman from Nebraska, they hope
he will econtinue to rise higher and higher until he sits
in another body of this Congress, though not quite so distin-
guished as this.

Mr. SLOAN. To which proposition T do not even reserve the
right to object.

Mr. MOORYE of Pennsylvania. The gentleman is always modd-
est, but too modest on this oceasion for his own good.

Mr., SLOAN. Whatever my good may suffer from whatever
cause I know I have friends in this House who will become my
champions should occasion ever require.

Mr. WATSON of Pennsylvania. May I eall 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
Pennsylvania.

Mr. SLOAN. The gentleman from Pennsylvania who has just
spoken is always loyal te the Keystone State. It is a great
State, I think it is the greatest State on earth for one to have
his parents married in. The fact is I selected it for the
matrimonial contract of my parents. But, of course, great as
it is, whoever having the opportunity to come to Illinois, Iowa,
or Nebraska would certainly be derelict to their duty if they
did not leave Pennsylvania. [Laughter.]

Mr. MADDEN. Will the gentleman allow me to interrupt
him for a moment?

Mr. SLOAN. I am always glad to yield to the gentleman
from Illinois.

Mr. MADDEN. I have watched the distingunished statesman
from the State of Nebraska during his membership in the
House with a great deal of interest, and I recognize in him one
of the leading men of the Nation, who would reflect credit upon
any State, to say nothing about Nebraska, one who will perform
any function that will devolve upon him with ability and dis-
tinction. The people of Nebraska have reason to be proud that
such a man speaks for them upon the floor of this House.

Mr. MOORI of Pennsylvania, Will the gentleman yield?

Mr. MADDEN. 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. [Applause.] ‘

Mr. MOORE of Pennsylvania.

Mr. MADDEN. Yes.

Mr. MOORE of Pennsylvania. In the statement the gentle-
man has just made on behalf of the great Commonwealth of
Illinois he at last agrees with the greater Commonwealth of
Pennsylvania.

Mr. MADDEN. It is a great pleasure to know that occasion-
ally Pennsylvania gets into the right line, that it sees straight,
that it ean recognize good in a man coming from an agricultural
region such as that from which the gentleman from Nebraska
hails,

Mr. MOORE of Pennsylvania.
Sroan, of Nebraska.

Mr. MADDEN. And so I want to assure the people of Ne-
braska that I regret exceedingly 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 will
use the wisdom which they have thus far displayed to the ex-

Now will the gentleman yield?

All of which I take it means

tent of selecting him and commission him to speak for them in
the future. [Applause.] ,

Mr. SLOAN. One thing I am greatly interested in is to know
whether any of my distinguished friends who have * spoken my
praise " happens to be the seventh son of a seventh son, because
only to them is true prophecy granted,

Mr. WALSH. Will the gentleman yield for a question?

Mr., SLOAN, T yield to the gentleman from Massachusetts
with the same readiness that I would to any other delightful
temptation.

Mr. WALSH. The gentleman, in making inquiry with refer-
ence to prophecy, will recall that some time ago he did me the
great honor of asking me to make a speech in his distriet. I
want to assare him that at that time I took oceasion to indulge
in a prophecy which I find is being substantiated by my col-
lengues, the gentleman from Iennsylvania [Mr. Moorg] and the
zentleman from Illinois [Mr. MappeEx]; and that if I should
have occasion to revisit that section of the gentleman's great
State it would afford me great pleasure to tell the people of his
district, or to say to them when the gentleman shall have heen
selected for a higher station in the legislative branch of the
Government, “ I told you go.”

Mr. SLOAN. I thank the gentleman from Massachusetts for
what he says here and what he said on that oecasion. Do you
know it is true that he spoke in the heart of my district, and
that at the election following my majority was largely in-
creased over what it was at the preceding election,

Muech has been gaid and may be properly said about legzisla-
tion suggested by heads of departments and by the executive
branch. Some good, perhaps, can sometimes be done in that
way. I do not here and now join in any particular criticisin
of that kind of legislation. This is frue, that wherever there
has been an Executive there has always been a desire to in-
crease his power, It would be unnatural for a man In power
not to ask for its inerease. This fact was long dwelt upon by
the framers of our Constitution. It was as strongly guarded
against as seemed possible. DBut it was left largely with the
representatives of each branch to zealously defend its own juris-
diction. The fault lies as fully with those who permit this in-
vasion as those who would invade. We, as a great legisiantive
body, perhaps should not be too seriously eritical of those who
would ask for grants of power. The criticism should come to
us if we unduly grant it.

The bill that has been prepared by an executive depariment
has been adverted 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 is finally
granted in this bill with that which was originally asked. And
I shall also offer the report of tlhe committee showing the im-
portant lines of departure from the original bill.

And in addition to that I eall your attention to one of the
most important State papers issued during this war period. It
was written by the Secretary of Agriculture, the Hon, David F.
Houston, in which he discussed, and I frust the Members of
this House will take occasion to read it at length when the
opportunity presents, a system of legislation in a country with
which we are now at war. He discusses the Relchstag, and
says, among other things: i

THE REICHSTAG NOT REPRESENTATIVE.

“ Dut,” it may be asked, " how can this be? The Reichstag is the
Pol}ulﬂr house oi the imperial parliament, and its members are elected
ww unlversal suffrage. Is this not conclusive evidence of popular par-
ticipation and control?”

- L3 - ~ L L

The Reichstag is little more than a debating soclety. It was intended
to be nothing more—to be a * sop " to the progressives. Its powers are
great on paper but exceedingly small in reality. It has the constitu-
tional function of passing on the budget, but the prineipal revenue laws
are permanent. The Reichstag can nelther increase nor decrease the
schedules nor make any change in the existing situation unless the
King of Prussia wishes it. This comes about in this way: The
Bundesrath 1s the upper house of the imperial parliament. Its mem-
bers are delegates from the various States, representing several Btate
governments, and not the people, They vote according to Instructions,
and one member may cast the vote for any delegation. Fourteen moem-
bers ecan defeat any measure, and the Government of Prussia—that is,
the King of I'russia—controls 20 votes,

The Reichstag does not really initiate legisiation, Important mcas-
ures are first discussed in the Bundesrath ; then they go to the Reichstag
and back to the Bundesrath for approval. The initiative, for the most
»art, comes from the chancellor, who is also prime minister of I'russia.
)l'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 documentis as important for the consider-
ation of every Member of the House of Itepresentatives. In say-
ing that I do not reflect upon any executive department or upon
any executive, but I wish to call to the attention of the Members
of the House that if eriticism ever does come it will not be
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more upon those who may demand undue power than upon the
Members of the body whose duty it is to preserve to the people
that power and who 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-
ative body anywhere throughout the world. [Applause.]

1 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;
when the arrogant Hohenzollern whose savagery added to eiv-
ilization makes him the satanic personification of the century in
his mad emulation of the mighty Macedonian, the imperial
Roman, and the powerful Corsican, shall fall short of universal
dominion; when his degenerate son, crazed by the ghosts of
Verdun, 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 rehabilitation of continental Europe;
and when the statesmen of our own great country shall be
solving the problems of our post-war period, there will come a
clamorous demand upon us as to why we enacted this colossal
legislation, Its proportions, judged by its apparent effects, will
be better reviewed and understood then than now. Our only
answer in that day will be “ We surveyed our circumstances;
we considered our national needs; and acting in part upen 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.”

May 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. MOORE of Pennsylvania. Mr. Chairman, I yield 15 min-
utes to the gentleman from Wyoming [Mr. MoNDELL].

Mr. MONDELL. Mr. Chairman, the present paramount pur-
pose of the American people is the winning of the war. To the
fulfillment of that purpese within reason all else must for the
time be subordinated. The first and compelling duty of the
Congress is to enact such legislation, grant such authority, and
make such appropriations as in the opinion of those charged
with responsibility, in pesition to know conditions and qualifled
to judge of them believe to be essential in the earrying out of
the Nntion’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 radieal, almost revolutionary,
there ean be no question. That it proposes a grant of power
and auathority 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 situation the one vital and controlling guestion is, Is
legislation of this character necessary? Must some such legis-
lation be enacted in order to so support and sirengthen the
financial and economic structure of the Nation as to enable our
peaple to effectively bring to bear all of the Nation's mighty re-
sources in the prosecution of the war? Must 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 Jegitimate standpoint. The measure as
presented to us, after careful and painstaking scrutiny and con-
sideration of the committee, is greatly improved, and I think it
susceptible of further improvement when the House shall con-
sider it under the five-minute rule.

It is true that the existence of certain conditions among the
industrial and financial institutions of our country, as pointed
ouf and suggested by the Secretary of the Treasury and others
v ho 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-
tration policies. It is true they constitute a serious reflection
on the Federal Reserve 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 provisions 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-

serve System could be utilized. It is 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 proportions. This seems like a
rather roundabout and expensive way to secure the desired
result.

While all these things are true, and the dangers 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 or
safely disregard the evidence presented on behalf of the measure.
Those largely responsible for the conduct of our financial system
during the war, those who should be qualified to judge as to the
finanecial, industrial, and economic situation in the country as
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 I'ederal 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. y

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 country shall have confidence that their action shall
not be colored or tinctured by partisanship, favoritism, or loeal
interest. It 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 iabor
and the industry of our country to the successful winning 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 ‘as stated by the chairman of
the committee in his opening speech.

Mr. MEEKER. And that bill was so absolutely unsound that
it could not be considered for a minute?

Mr. MONDELL. Well, I think perhaps that is not entirely a
fair statement of it. The committee did, however, change the bill
quite radically.

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

Mr. MONDELL. You mean in this bill the gentleman who
proposed or suggested the original measure is at the head of
the institution proposed to be established?

Mr. MEERER. Yes, sir.

Mr. MONDELL. 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, MEEKER. 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 will
permit fo be brought to the floor of this House, and yet it is
proposed to hand everything over to that same man carte
blanche under this bill

Mr. MONDELL. The gentleman refers to Mr. McAdoo, Sec-
retary of the Treasury. All men are human and all seek power
and authority and control, 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 control in
the grant of power. 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. But 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, Mr. MecAdoo, as
Secretary of the Treasury, will have large influence.

Mr. MOORE of Pennsylvania. Will the gentleman yield be-
fore he takes his seat?

Mr. MONDELL. I will

Mr. MOORE of Pennsylvania. The gentleman has read the
bill as reported?
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Mr. MONDELL. T have read it very carefully.

Mr. MOORE of Pennsylvania. And he observed, in answer
to the question just put to him by the gentleman from Missouri
[Mr. MEexER], that the powers of the Secretary of the Treasury
have been somewhat curtalled.

Mr. MONDELL. Very greatly curtailed, I should say.

Mr, MOORE of Pennsylvania. And that extension of power
which the gentleman from Missouri referrcd to is not so
extensive in the bill as it might have been?

Mr. MONDELL. Not nearly so extensive and all-pervading
as it would have been under the legislation as first proposed.
No man should have so wide a control over the affairs of the
people, even in time of war, as the original bill gave the Secre-
tary of the Treasury.

Mr. MOORE of Pennsylvania.
ment should go into the Recorp.

Mr. MONDELL. The bill has been very greatly improved,
In the form in which it was introduced I could not have sup-
ported it. In the form into which the committee moulded it,
after careful consideration I am glad to give it my support,
though I have 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 eommittee.

We are doing many things in this time of stress and war
which we would not think of doing under other conditions. We
are confronted by the anomalous situation that, engaged in a
war to promote and strengthen 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 effective coordination,
in order that we may win the war. [Applause.]

Mr. MOORE of Pennsylvania. Mr. Chairman, I yield 15
minutes to the gentlemaan from New York [Mr. Prarr].

The CHAIRMAN, The gentleman from New York is recog-
nized for 15 minutes.

Mr. PLATT. Mr. 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 banlk,
and, generally speaking, an intermediary between the present
commercial banks and the Federal Reserve Systen.

Now, the Federal reserve banks have a ecapital, all told, of
$73,000,000; yet this corporation is given a capital of $500,-
000,000, I have heord that it was given n capitalization of
$50,000,000 as the bill was 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
ways of doing what this corporation expects to do, and that
they would probably Dbe much less expensive. The Federal
Reserve System, I believe, could handle this situation, as my
friend the gentleman from from California [Mr. Havyes] has
said. I have seen no direct testimony from the Secretary of
the Treasury or from Mr. 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 securities 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-
called—of this corporation can be taken by the banks to which
they will go as collateral and can be used as a basis for dis-
count in the Federal reserve banks and for issues of Federal
reserve notes.

Now, the Federal reserve banks are thoroughly sound. They
had combined reserves over both notes and deposits on the 1st
of February, 65.2 per cent. At the end of the month they were
66, 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 87.6. Gold reserves last Saturday were 62.5 per
cent, and a year ago 86.1 per cent. That shows a prefty good-
sized drain on the financial system during the year, but a year
ago the Federal Reserve System was hardly at all used. The
banks had hardly begun to make rediscounts, had not begun to
ask relief, except n very few banks in some sections of the
country. Of course, now they are seeking loans from the Fed-
eral reserve banks, and largely with bonds—Government bonds—
as collateral for their notes. It would be a mere extension of
power to allow them to loan, under certain conditions, on notes
secured by other good bonds.

Mr. GARNER. Will the gentleman yield?

Mr. PLATT. Yes; I yield to the gentleman from Texas.

Mr. GARNER. The gentleman comes from the great State of
Mew York., I want to ask him the question if there is a neces-
sity for some legislation of this character?

I think it fair that that state-

Mr. PLATT. I think there is,

Mr. GARNER. The only difference the gentleman has with
the committee that reported this bill is that the believes the
relief could be given under the Federal Reserve System?

Mr. PLATT. Not the only difference with the commitfee;
but the relief asked for under this bill could be given by the
Federal Reserve System. Nobody connected with the Federal
Reserve System has said that it could not be. It would be very
much simpler and less expensive if it could be given in that way.
I am not necessarily contending that it should be so given, but
that it could be.

Mr, GARNER. Is it not necessary to pass legislation of this
character giving relief to the Federal Reserve System? i

Mr. PLATT. I believe some legislation is necessary, but not
necessarily this legislation.

Mr, GARNER. You say you would not undertake to give it
to the IFederal Reserve System at this time, but that if it was
necessary you would do it?

Mr. PLATT. I feel, with the chairman of the Banking and
Currency Committee, Mr. Grass, and with gentlemen who are
connected with the Federal Reserve Board, that the Federal Re-
serve System ought to be kept on the basis of handling com-
mercial short-term paper. DBut you must all admit that the cen-
tral banks in Europe handle this kind of paper—that is, paper
secured by bonds or stocks—and the Federal Reserve System
conld do it, and I Lelieve with safety.

Mr. GARNER, The gentleman says that he believes that
some relief is necessary. The gentleman comes from the great
State of New York. I ask him the question whether he did not
believe some relief should be had. I ask him now how he would
give the relief.

Mr. 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 bureaucracy already estab-
lished, with elaborate offices, and many clerks and stenographers,
and it is to do something that present institutions could do with
some amendment to the Federal reserve act.

Our national banks all make loans on stock and bhond eol-
lateral. The big banks, like the National City, the Chase Na-
tional, the First National Bank of New York, and the Bank of
Commerce make a large part of their loans on such collateral.
Very. often shori-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 he 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 chary in such
times as these about making these loans and about furnishing
money to be used for the capital requirements of any large cor-
poration. They have done it in large amounts heretofore, and
they could do it now if the Federal reserve act were so amended
as to allow rediscounts under proper restrictions, such as are
provided in this bill, directly through the Federal Reserve
System. I share with my friend from Virginia [Mr, Grass],
as I have said, his doubts as to the expediency of doing that.
This proposition has the cne 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 commercial
banks do make extensive loans on stock-exchange collateral does
not justify the practice for reserve banks. My friend knows
very 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 Federal
Reserve System was established—to cut the banking community
of the United States away from that system.

Mr. PLATT. That is true, generally speaking, but, neverthe-
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 Federal reserve banks
stand back of them.

Mr. GLASS. Iam not opposed to banks making loans on these
securities to a limited extent, but what we had before was all
the reserve funds of the country thrown into that vortex, and
we broke that thing up. I am utterly opposed to an approach to
anything like a resumption of that kind of thing.

Mr. PLATT. And I am myself, but I do not feel so sure as
the gentlemin that we could not authorize some loans from
Federal reserve banks on such security with proper safeguards
for the period of the war.

My, HAYIIS. 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 business channels now provided, with a little amendment—
and permitting them to do it through the bonds or ebligations
of this proposed corporation? I8 there any difference?

Mr. PLATT. I really think that there is no fundamental
difference, and the only advantage of this thing is that it is self-
limiting, and when the war is over it will stop.

Mr. GLASS. Is not that an immense difference?

Mr, PLATT. It is an immense difference, but at a tremen-
dous expense.

Mr. GLASS., We recognize that this is an unprecedented
emergency, and we establish an auxiliary method of doing the
thing, having 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 [Mr. Hayes]
to the fact that we penalize the privilege here.

Mr. PLATT. That is true.

Mr. GLASS. We do not permit rediscounting, except under
penalty, and a pretty stiff minimum penalty of 1 per cent.

Mr, PLATT. Of course we could put that same penalty on
for similar direct rediscounts.

Mr, HAYES. Sure.

Mr. PLATT. And have direct loans made from the Federal
reserve banks to the member banks on the same kind of paper.

Mr. 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
hayve got to do it, I want it done under a penalty. I want it
distinetly understood that it is an unprecedented emergency,
and that the only justification of it is that it is an emergency.

Mr. PLATT. We have got to do it, and we have got to find
some way for the Federal Reserve System to help out, and that
is what we are doing. We are putting another institution in
between the Iederal reserve banks and the business of the
country, so that its paper can be substituted for ordinary stocks
and bonds and put into the Federal Rleserve System. The ad-
vantage 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 net sure but
that the capital of the IMederal reserve banks could be added to
by the Govermment, and in that way let the thing be done di-
rectly instead of in this indirect way.

Mr. HAYES. Will the gentleman allow me to interrupt him
azain? 1 do not want to annoy him, but I should like to ask
Lim a question.

Mr. PLATT. I am glad to yield to the gentleman from Cali-
fornia for n brief question.

Mr. HAYES. I waut to ask if we could not put that limitation
in an amendment just as well, that would make it apply to the
FFederal Reserve System, as to put it into this bill?

Mr. PLATT. I am not sure that you could not.

Mr, HAYES. So that automatieally it would end wilh the
end of the war.

Mr. PLATT. It seems to me possible to do that, but T think
there are certain advantages in doing it this way, apart from
section O of the bill, which provides for direct loans not going
through the banks. I do not believe there is any necessity for
that section.

Secretary McAdoo spoke of it as being put in there to take
eare of *those mare cases” where a corporation could not get
capital accommodations from the banks, and certain instances
of power companies, and so forth, were mentioned in the hear-
ings, and I understand certain other cases were mentioned in
executive hearings that were not published. But I want to eall
aftention to the fact that the greatest matter of refunding cor-
poration notes, that of the New York, New Haven & Ilartford,
$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 =elling new T per cent preferred stock,
and by some help from the railroad $500,000,000 revolving Tund.

LYVI—234

Now, so far as this matter applies to public utilities and rail-
roads—and they were made much of in the hearings—they can
all be taken care of by simply treating them in a common sense
way. Their rates have been held down while all their expenses
have gone up. Their purchasing power has been decreased and
they have been starved. All you have got to do is to give them
for the service they render the same purchasing power that they
had before the war, and that is the common sense, fair, decent
way to do it. Then they will take eare of their own obligations.
The confidence of the investing public will be restored, and that
has got to be done, Already the Interstate Commerce Commis-
sion, which is about the slowest body on the face of the earth
to move, has given the eastern railroads a 15 per cent increase
on commodity rates. Why they limited it to commodity rates
I do not know, but they did. But that is a good deal, and if
they had done it six months ago it might not have been neces-
sary for the Government to take over the railroads. They
always fish behind the light. They are always late in doing
everything. Now, if publie utilities everywhere are treated in
the same way, they will not need to be helped by the Govern--
ment or by any such corporation as this.

The largest floiation of the year has already been taken ecare
of, and unquestionably all these things can be taken care of
through the banks if they are treated by common-sense methods.
There will not be any necessity of direct loans from this cor-
poration to any industry or corporation, if this corporation can
oceasionally help out the banks which finance the necessary war
industries by rediscounting notes based on bonds or collateral.
Neither Mr. McAdoo nor Mr. Warburg made out a very gocil
case for the direet loans provided for in section 9.

Mr. GLASS. May I ask what assurance have we that the 15
per cent advance to the railroads is going to amount to anything?
Suppose the demand from the railroad employees should absorh
the 15 per cent, then you have got to give them 15 per cent more.

Mr. PLATT. If we are going on to grant every demand that
comes along, that is what ought to be done. It ought to be
known that the people are going to have to pay for these con-
tinued advances and demands by increased rates.

Mr. Chairman, I had intended to say something about the
necessity of providing some relief for the savings banks, but
that was sufficiently covered on Saturday by the gentleman from
Tennessee [Mr. Hurt], 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
serions misgivings, though without feeling entirely sure that
it offers the best solution of the problems at hand.

Mr. MOORE of Pennsylvania. Mr. Chairman, I yield to the
gentleman from North Carolina [Mr. Kxrcmin].

Mr, KI'TCHIN, Alr. Chairman, I want to make a statement
of about a minute. I think we will all agree that at least at 4.30
we ought to adjourn 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
then go into the consideration of the bill under the five-minute
rule. I ask if that will be satisfactory.

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

Mpr, KITCHIN. Yes; and your side can have all except five
minutes to-morrow.

Mr, STAFFORD. Will the gentleman yield?

Mr. KITCHIN, Yes.

Mr. STAFFORD. Of course there is much demand for time
under general debate that will not be accommodated. If we
agree to that plan, will the gentleman have it tacitly understood
that in the consideration of the bill under the five-minute rule
there will be some latitude for debate? :

Mr. KITCHIN. If there is to be any hope in that that we can
get through to-morrow—-—

Mr. STAFFORD. We can not forecast the length of time that
will be oceupied under the five-minutes rule on this very impor-
tant bill.

Mpr. KITCHIN. Itisa very important bill, and we have given
two days of general debate to it.

Mr. STAFFORD. The most of the debate has been taken up
by the committee.

Alr. KITCHIN. The opposition had all the time it asked for.
It was understood between us all that the opposition would have
two and one-half hours and that that was satisfactory, although
they wanted more. We agreed yesterday afternoon that general
debate should close when we adjourned this evening at not laler
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ihan 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.

Mr. HAYES. The arrangement was made that those .oppos-
ing the bill should have two hours and a half or one-third of the
time whatever it was.

Mr. MOORE of Pennsylvania. Will the gentleman yield for
a moment? With respect to what the gentleman from California
has just stated, 1 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 them. The gentleman from California [Mr.
Haxges] took ene full hour. Subsegquently another hour was
given to the gentleman from Pennsylvania. That made two
hours. Then 15 minutes to the gentleman from New York [Mr.
Prarr], so that there has been as fair an arrangement as could
possibly be made. Now, 15 minutes more are assured to the
gentleman in opposition.

Mr, KITCHIN, I will say, too, that I have cut out eight
Members who wanted to speak, so that we could give you gentle-
men on that side all the time that was possible and adjourn
early this afternoon,

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

Mr. KITCHIN., I asked the gentleman if two and a half
hours would be sufficient, and I-understood him to say that
would be satisfactory. I tried to guarantee him that two hours
and a half.

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

Mr. KITCHIN., That would be all right if we could hurry
up and not ask for extensions under the five-minute rule.

Mr, HAYES. This is an important bill and many amend-
ments are going to be offered.

_ Mr. MONDELL. It does not seem to me that it will be pos-
sible to conclude the bill {o-morrow.

Mr. KITCHIN. Let us do the best we can. I will say to the
gentleman and to the committee that I am not going to cut off
bona fide debate on fair amendments to perfect the bill.

Mr. MONDELL. I thought we could reach an agreement
better if we renlized how impossible it is to conclude the bill
to-morrow night.

Mr. GILLETT. Let me suggest that a good many Members
who could not get time in general debate wish to state briefly
their position on the bill.

Mr. KITCHIN., That would be under the five-minute rule;
yes.

Mr. GILLETT. That will take some little time, T am sure.

Mr. KITCHIN, Let us make this arrangement that I sug-
gested, and I will say to the gentleman from Wisconsin [Mr.
Starronp] and all others that we will not have any disposition
to cut it off.

* My, STAFFORD. That was the purpose of my making that
suggestion.

Mr. KITCHIN. This is a very important matter and we
should, if possible, quicken the passage of the bill. There are
other bills to come after 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-
gon that they hope the Treasury Department can start another
liberty-loan campaign on April 6, a very psychological time, as
we declared war on April 6 a year ago. It 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 reguest I made awhile ago when
we get into the House?

Mr. HAYES. I would suggest that the gentleman make it 1
o'clock. g

Mr. KITCHIN. Oh, the gentleman will get his half hour.

Mr., HAYES. If the gentleman says that, all right.

Mr. KITCHIN, The gentleman will get it if we have to give
it to him under the five-minute rule.

Mr. CANNON. Mr. Chairman, if the gentleman will yield,
I have heard two principal speeches and a part of a third one
to-day. 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 five-minute rule. If T
am here, as I shall probably not be, mest 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?

" by the gentleman from Michigan on Saturday.

Mr. CANNON. Yes; that is the real debate, and I do not
believe that you can close this thing or ought to clese it to-
IMOTTOW.

Mr. MOORE of Pennsylvania. Mr. Chairman, T yield five min-
utes to the gentleman from Massachusetts [Mr. TrReEADWAY].

Mr.' TREADWAY. Mr. Chairman, this measure, known as
the War Finance Corporation bill, is so completely at variance
with all previous methods of loans on business transactions and
with normal methods of doing business that opposition to it
from men experienced in banking matters was perfectly natural.
I think I am breaking no committee confidences when I say
that my personal idea, gathered from various members of the
commititee in informal conversation, was that when the original
bill was introduced the Committee on Ways and Means was
not dispoged to favor the legislation. 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 Mr. Warburg's testimony, as was stated
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.” The 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 drastie, but T for one
am convinced that it is thoroughly needed. I agree with eriti-
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 t\;‘l}xé-ch offered carry with them the only possible correct
me

In a recent issue of the Springfield (Mass.) Union appears
a striking cartoon showing Mr. 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-
portation. This is further illustrated by the following squib
from :a Philadelphia newspaper :

Poor Mr. MecAdoo !

Think of the jobs he's hitched up to—
The Treasury, the raliroad crew,

The income. tax, and then a few.

Each week they 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 scll and what renew,
‘Which “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, Mr. 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 be 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 eredits, 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 reguires extension of credit,
and that is exactly the foundation of this legislation. The
Government is engaged in a stupendous business preposition
requiring unlimited capital, and is asking assistance of the
going business concerns of the country in carrying on its busi-
ness. In order to have such business successfully carried on,
it must provide the capital through a system of loans and
credits. That is what this bill does. It establishes a Govern-
ment board able to extend cash credit to the banks 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 various channels.

The opponents of the bill argue thai an extension of the power
of the Federal Reserve Board could provide extension of credits
to business, The Federal Reserve Board is recognized as a
great success in general methods of banking. One of the basic
prineiples of the organization is it handles only liguid 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 two 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 and eonclusion. [Applause.]

Mr. KITCHIN., Mpr, Chairman, I move that the committee
do now rise.

The motion was agreed to.

Accordingly the committee rose; and the Speaker having re-
sumed the chair, Mr. Gargerr of Tennessee, Chairman of the
Committee of the Whole House on the state of the Union,
reported that that committee had had under consideration the
bill H. It. 10608, and had come to no resolution thereon.

HOUR OF MEETING TO-MORROW.

Mr. KITCHIN. Mr. Speaker, T ask unanimous consent that
when the House adjourns to-day it adjourn to meet at 11 o'clock
1. m. to-morrow,

The SPEAKER. The gentleman from North Carolina asks
unanimous consent that when the House adjourns to-day it
adjourn to meet at 11 o'clock a. m. to-morrow. Is there ob-
Jeetion?

There was no objection.

ORDER OF DBUSINESS.

Mr. KITCHIN., Mr. 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 ?

Mr. LONGWORTIL. Will the gentleman yield? Suppose
somebody should make a point of no quorum, thereby cutting
out a portion of the time?

Mr. SISSON. We will not let them do it.

Mr. FESS. Suppose there is some order or

Mr. KITCHIN. Then, we will make gome other arrangement.

Mr. GILLETT. Why not say an hour and 10 minutes for gen-
cral debate?

Mr. KITCHIN. In.order that we may have a certain time?
I will ask unanimous consent again if anybody makes the point
of no quorum.

The SPEAKER.
Chair hears none.

Is there objection? [After a pause.] The

EXTENSION OF REMARKS.

Mr. McFADDEN. Mr. Speaker, I ask unanimous consent to
extend and revise my remarks.

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

THE LATE REPRESENTATIVE JOHXN H. CAPSTICK.

Mr. BROWNING. Mr. Speaker, it is my painful duty to an-
nounce to this House the death of my colleague, the Hon. Jonx
H, CapsTICE, late n Representative from the fifth district for
the State of New Jersey. Mr, Carstick died yesterday morning
at his home, Montville, N. J., shorily 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 the resolution.

The Clerk read as follows :

House resolution 286,

Resolved, That the ITouse has heard with profound sorrow of the
death of IHon, JoHN H. CAPSTICE, late a Representative from the State
of New Jersejy.

Resolved, That a committee of 16 Members of the House, with such
?I%mbers of the Senate as may be joined, be appointed to attend the

aneral. =

Resgolred, That the SBergeant at Arms of the Hovse be authorized and
directed to take such steps as may be necessary for carrying out the

provisions of these resolutions, and that the necessary e ses 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 read as follows:

Messrs. EAGAN, GLASS, ITAYES, PARKER of New Jersey, PHELAN, Wo00ODS
of Towa, ScULLY, BRowNJNG, HAMILL, DRUKKER, BACHARACH, HUTCHIN-
80X, RAMSEY, GRAY of New Jersey, L:m.nacn, and LINTHICUM.

5 The SPEAKER. The Clerk will report the additional resolu-
on.
The Clerk read as follows:

5 Resolved, That as a further mark of respect this House do now ad-
ourn,

The resolution was agreed to.
ADJOURNAMEXNT.
Accordingly (at 4 o'clock and 32 minutes p. m.) the House,
under its previous order, adjourned until to-morrow, Tuesday,
March 19, 1918, at 11 o'clock.

EXECUTIVE COMMUNICATIONS, ETC.

Under clause 2 of Rule XXIV, executive communications were
taken from the Speaker’s table and referred as follows:

1. A letter from the Acting Secretary of Labor, transmiiting
a list of useless papers in the Department of Labor (H. Doc. No.
977) ; to the Committee on Disposition of Useless Executive
Papers and ordered to be printed.

2. A letter from the Acting Secretary of the Navy, transmitiing
a proposed draft of a bill to establish certain new ratings in the
Navy (H. Doc. No. 978) ; to the Committee on Naval Affairs and
ordered to be printed.

3. A letter from the Secretary of the Treasury, transmitting
copy of communieation from the Secretary of the Navy submit-
ting a supplemental estimate of appropriation required by the
Naval Establishment for the fiscal year ending June 30, 1919
(H. Doc. No. 979) ; to the Committee on Naval Affairs and
ordered to be printed.

4. A Jetter from the Acting Secretary of War, transmitting an
itemized report of audit of accounts of American National Red
Cross for the year 1916, made by the Inspector General of the
Army (H. Doe. No. 980) ; to the Committee on Expenditures in
the War Department and ordered to be printed.

5. A letter from the Secretary of the Treasury, transmitiing
copy of communieation of the Postmaster General submitting
an urgent estimate of deficiency in the appropriation for public
printing and binding for the Post Office Departmment for the
fiseal year ending June 30, 1918 (H. Doec. 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 severally referred as follows:

By Mr. 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. It. 10819)
to amend an act entitled “An act to amend an act entitled ‘An
act to provide for the appointment of a distriet judge, district
attorney, and marshal for the western district of South Caro-
lina, and for other purposes,” approved September 1, 1916,” so as
fo change the time of holding courts in the western district of
South Carolina; to the Committee on the Judiciary.

By Mr. STEENERSON : Resolution (H, Res. 283) requesting
the Secretary of the Navy to furnish information regarding the
conduet of the erew of the Tuscania at the time of the sinking
thereof ; to the Committee on Naval Affairs.

By Mr. MASON: Resolution (H. Res. 284) requesting the
State Depariment to make an investigation as to the alleged
arrest of Jeremiah Lynch, an American citizen, and the circum-
stances connected therewith and make a report to Congress; 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 Legislature of the
State of Wisconsin, in reference to excess profits and war reve-
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-
?{Jenfl of postage; to the Commiitee on the Post Office and Post

oads.
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PRIVATE' BILLS AND RESOLUTIONS.

Under clause 1 of Rule XXII, private bills and_resolutions
were introduced and severally referred as follows:

By Mr. ASHBROOK : A bill (H. R. 10820) granting an in-
crease of pension to Tyler D, Park; to the Committee on Invalid
Pensions.

Also, a bill (H. R. 10821) granting an inecrease of pension to
Isaac Hawk; to the Committee on Invalid Pensions.

Also, a bill (H. R. 10822) granting an inerease of pension to
Sylvester Peters; to the Committee on Invalid Pensions.

Also, a bill (H. R. 10823) granting an increase of pension to
Cornelins Albertson ; to the Committee on Invalid Pensions.

Also, a bill (H. R. 10824) granting an increase of pension to
Francis MeCoy ; to the Committee on Invalid Pensions.

Also, a bill (H. R, 10825) granting an inerease 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 Pensions.

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. I?. 10828) granting a pension to John H. Smith;
to the Committee on Pensions.

Also, a bill (H. R. 10829) granting an increase of pension to
Jacob Hamon ; to the Commiftee on Invalid Pensions.

By Mr. BLAND: A bill (H. It. 10830) granting an increase of
pension to Daniel L. B. Downey; to the Committee on Invalld
Pensions.

Also, a bill (H. IRR. 10831) granting an increase of pension to
William 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. CRAMTON : A bill (H. R. 10833) granting an increase
of pension to Amenzo Hoard ; to the Committee on Invalid Pen-
sions.

Also, a bill (H. R, 10884) granting an increase of pension to
Benjamin A. Sturtevant; to the Committee on Invalid Pensions.

By Mr. HULL of Tennessee: A bill (I IR. 10835) granting 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 Mr. KNUTSON: A bill (H. R, 10837) granting an increase
of pension to Alonzo Green; to the Committee on Invalid Pen-
sions.

By Mr. SLEMP: A bill (H. R. 10838) granting an increase of
pension to Mary A. Lawson; to the Committee on Invalid Pen-
sions.

By Mr. WILLIAMS : A bill (H. R. 10839) granting an increase
of pension to Aaron McEndre; to the Committee on Invalid
Pensions,

Also, a bill (H. R. 10840) granting an increase of pension to
Pleasant Crissip; to the Committee on Invalid Pensions.

Also, a bill (H. R. 10841) granting an inecrease of pension to
Willinm Frailey ; to the Committee on Invalid Pengions.

Also, a bill (H. R. 10842) granting a pension to David M.
Allen ; to the Committee on Invalid Pensions,

PETITIONS, ETC.

Under clause 1 of Rule XXII, petitions and papers were laid
on the Clerk's desk and referred as follows:

By Mr. ASHBROOK : Evidence to accompany House bill 5256,
for special relief for Corline O. Beum; also evidence to accom-
pany House bill 1775, for special relief of Ezra L. Eckis; 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 Mr. CAREW : Resolution of the Chamber of Commerce of
the State of New York, favoring the payment of the excess-profits
tax 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
rates; to the Committee on Ways and Means.

Dy Mr. DALE of New York: Resolution of the Central Fed-
erated Union of Greater New York and Vicinity, recommending
certain action if the Government takes charge of the railroad
land ; to the Committee on the Public Lands,

Also, petition of Alan R. Hawley, president of the Aero Club
of America, protesting against the proposed reduction of pay
of aviators; to the Committee on Appropriations.

Also, memorial of the Bohemian National Allinnce of Amerien,
showing the attitude of the Bohemian people toward Austria
and the future peace; to the Committee on Foreign Aflairs,

Also, petitions and resolutions of Travelers’ Club of Western
Pennsylvania; Kinsley Wowan's Club, Kinsley, Kans.: Trav-
elers’ Club, Newark, N, I.; Ida Grove (Iowa) Civie Club; Civie
Club. of Philadelphia; Delta Shakespeare Club, Lake Village,
Ark.; America Wood-Preservers’ Association; Woman’'s Civic
Club of Radford, Va.; Tuesday Club, River Falls, Wis.; Kappa
Alpha Theta Alumnae Club, Greencastle, Ind.; Widmodansis
Club, Gordon, Ga.; Luverne 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 urging the repeal
of the second-class pestnge provisions of the war-revenue aet;
to the Committee on: Ways and Means.

By My, ESCH: Memorlal of the Association of National Ad-
vertisers, favoring the repeal of the secendl-class postage provi-
sions of the war-revenue act; also, a resolution of the Wiscon-
sin Daily League, proposing a definite amendment to this part
of that law ; to the Committee on Ways and Means.

By Mr. FULLER: of Illinois: Petitions of Agricultural Pub-
lishing Association of Chicago; Ida Grove Civie Club, of lda
Grove, Towa ; Woman's Shakespeare Club, of Fort Worth, Tex.;
Kinsley Woman's Club, of Kinsley, Kans, ; Pen amd Brush Club
of New York; Amboy Woman's Club, of Amboy, Ill.; General
Federation of Woman's Clubs ; Monday Club, of Marshall, Mich. ;
Dr. A, H. Churchill, of Oswego, Ill. ; Mrs. Thomas E. Goode, of
Morris, TL;  Illinois Fireman’s Association; Cedar Falls
(Towa) Chapter of Daughters of the American Revolution; s
Pierien Ciub, of Trinidad, Colo,, urging the repeunl of the second-
class postage provisions of the war-revenue act; to the Comnmit-
tee on Ways and Means.

By Mr. HILLTARD: Petition of Nelln E. Dradbury, Mes, V.
M. Elston, Helen M. Ames, Mary Sedgley, Mrs. Minnie B. Wisde.
Miss Sallie Barriger, Mrs. Emma Lane; Mre, M. L. Parks, Mrs.
S. L. McLeese, Mrs. . M. Montgomery, Guy Cox, Mabel O.
Payne, Florentin Ehret, Iris V, Heath, May McCoy, I I, Shep-
herd, E. B. Jencks, W. G. Hardy, C, A. Robinson, Mrs, 1. A,
Whitmeyer, and 46 others, all citizens of the State of Colormdo,
praying for immediate war prohibition; to the Committee on
the Judiciary.

Also, resolutions adopted by the Tuesday Club, of River ifnlls,
Wis.; American Wood Preservers’ Association; Kinsley Wo-
man's Club, of Kinsley, Kans.; Woman's Civie Club of Itwl-
ford, Va.; Thursday Literary Club, of St. Albans, W. Va.: Wo-
man's Century Club, of Nampa, Idaho; Travelers’ Club of West-
ern Pennsylvania; Semerset Chautenqua Cirele, of Smuerset,
Ky.; Ida Grove Civiec Club, of Ida Grove, Iowa; Periputetic
Club of Brookhave, Miss.; Civie Club of Philadelphin. Pn.: the
Luverne Club, of Luverne, Minn.; Association of Nationnl Ad-
vertisers. (Inc.) ; Delta Shakespeare Club, of Lake Villuge,
Ark. ; Minot Art Club, of Minot, N. Dak. ; Senttle Class Journal
Publishers’ Association; and Woman's Press Club, of Cineinnuti,
Ohio, protesting against increased postage rates on periedienls;
to the Committee on Ways and Means.

By Mr. KENNEDY of Rhode Island: Itesolution of Army anid
Navy Committee of Newport, RR. 1., urging acquisition of Cal-
dington Point, R. I., for Newport Naval Training Station; te
the Committee on Naval Affairs.

Also, petitions of A. J. Loepsinger, of Providence, It. I.; It. .
Reid, of Woonsocket, R. I.; and L. D, Burlingnme. of Provi-
dence, R. I., protesting against withdrawal of House bill 2578
from Committee on’ Coinage, Weights, and Measures; to the
Committee on Colnage, Weights, and Measures.

By Mr. LINTHICUM: Petition of Clayton BE. Willard and
236 other employees of the Government Printing Office, urging
that the compensation of compositors in the Government Print-
ing Office be increased; to the Committee on Appropriations.

Also, petition of Rev. Charles W. Baldwin, of Baltimore, M.,
urging the appointment of an Army chaplain for each 1,200 sol-
diers; to the Committee on Military Affairs.

Also, memorinl and resolutions of Woman’s Literary Club of
Baltimore; Wednesday Club, Fort Smith, Ark.; Daunghters of
the American Revolution, Cedar Falls, Town; General Federa-
tion of Women's Clubs; Monday Club, Marshall, Mich.; Thurs-
day Literary Club, St. Albans, W. Va.; Woman’s Civic Better-
ment Club, Roanoke, Va.; Sorosis Club, Chillicothe, Mo.;
Wednesday Morning Club, Cranford, N. J.; Penelope Club, Fort
Worth, Tex.; and Pen and Brush, all opposing the zone sys-
tem for second-class postage; to the Committee on Ways and
Means.

By Mr. O'SHAUNESSY : Petition of Dr. Roland Hammond,
editor Rhode Island Medical Journal, and resolution of the
Providence Medical Association, favoring the Dyer bill (H. R.
9563) and the Owen bill (S. 3748) ; to the Committee on Mili-
tary Affairs.
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By Mr. REED: Papers.to accompany House bill 10809, grant-
ing a pension to Isanc Lunham; to the Committee on Pensions.
DBy Mr. ROSE: Memorial of the Chamber of Commerce of
Jehnstown, Cambria County, Pa., recommending that the exist-
ing revenue law be so amended as to authorize the payment of

the total excess-profits taxes in four installments, on the 15th-

of June, August, October, and December of the year 1918, and
each year thereafter; to the Commitfee on Ways and Means.

Also, memorial of the Chamber of Commerce of Roaring
Spring, Blair County, Pa., recommending that the existing reve-
nue law be so amended as to authorize the payment of the total
excess-profits taxes in four installments, bn the 15th of June,
August, October, and December of the year 1018, and each year
thereafter; to the Committee on Ways and Means.

By Mr. TEMPLE: Petition of the.United Presbyterian Con-
gregation of New Bedford, Pa., to prohibit the manufacture and
sale of all intoxicating liquors to conserve food, fuel, shipping
space, and men needed in useful employments; to the Com-
mittee on the Judiciary.

Also, evidence in support of House bill 10056, incrensing the
pension of Henry F, Sager; to the Commitiee on Invalid Pen-
sions,

By Mr. STINESS: Petition of Providence Medical Associa-
tion, favoring the passage of legislation creating advanced rank
for officers of the Medical Corps of the Army ; to the Committee
on Military Affairs.

Algo, petition of Shawmut Lodge, No. 1207, Loyal Order of
Moose, favoring passage of the act to incorporate the Supreme
Lodge of the World, Loyal Order of Moose ; tomlie Committee on
Interstate and Foreign Cominerce.

Also, petition of L. D. Burlingame, of Providence, R, 1., pro-
testing against the withdrawal of House bill 2878 from the Com-
mittee on Coinage, Weights, and Measures ; to the Committee on
Coinage, Welghts, and Measures. .

Also, petition of A. J. Loepsinger, of Providence, I%. 1., pro-
testing against withdrawal of IHouse bill 2878 from the Com-
mittee on Coinage, Weights, and Measures; to the Committee on
Coinage, Weights, and Measures.

By Mr. YOUNG of North Dakota : Resolutions adopted by the
American Society of Equify, favoring Government control of
railroads as a war measure; to the Committee on Interstate and
TForeign Commerce.

Also, resolution of the American Society of Equity, urging
modifieations in grain-grading act; to the Committee on Agri-
culture.

Also, resolution adopted by Farm Managers' Association of
Fargo, 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 farm labor; to
the Committee on Military Affairs,

SENATE.
Trvesoay, March 19, 1918.

The Chaplain, Rev. Forrest J. Pretiyman, D. ., offered the
following prayer : :

Almighty God, we have come to the tragle time when patriot-
ism means death, when the challenge of our devotion to our
country puts in the balance the lives of many men, if not our
own death the death of our boys whom we love better than our
own lives. O God, grant us wisdom and grace as we make
every preparation for the test that has been brought to us, that
with clear judgment, with conscience void of offense, and with
n consecration to the great purpose to which we are 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 read and approved.

PETITIONS AND MEMORIALS.

Mr. MYERS. T present a joint memorial of the Legislature
of Montana for the submission of a constitutional amendment
to give women the right of sufirage, which I ask may be printed
in the REcorbp.

There being no objection, the memorial was ordered to be
printed in the RRecorp, as follows:

House joint memorial No. 2.

Memorial to the Senate in Congress of the United States to pass an
amendment to the Federal Constitution and submit the same to the
severnl States for ratifieation, extending and giving throughout the
United States the right of sulfrage to women.

To the honorable Senale in Congress of the Uniled States of Americas

Your memorialists, the members of the Fifteenth Iegisiative As-
sembly of the State of Montana, the senate and house concurring, re-
spectfully represent :

Whereas the State of Montana has granted the franchise for the hallot
to the women of this State and accorded to them equal political
rights ; and

Whereas the woman's suffrage in this State has heen conducive to good
government, has purified our politics, made better homes, and the
ennobling influence of Montana's womanhood, cxerted at the polls, has
been for the best interests of this young and prosperous Common-
wealth ; and X

Whereas there is now pending in the Senate in Congress of the United
States a measure known as the * Susan DB. Anthony amendment to
the Constitution of the United Btates,” the purpose of which measure
is to gmposlc an amendment to the Constitution of the United States
extending and giving throughout the United States the right of suf-
frage to women, and which measure has been passeid by the House of
Illel;icscntath'cs, and is now pending in the Senate: Now, therefore,
e
Resolved by the houwse of vepresentalives (the Benale concurring),

That we, the members of the Fifteenth Legislative Assembly of the

State of Montana, In extraordinary session assembled, do hereby pe-

titlon and earnestly pray the Senate of the United States that such

measure so proposing an amendment to the Constitution of the United

Btates extending and giving throughout the United States the right

of suffrage to women, be passed and submitted to the several States for

ratification ; and
Resolved further, That a cog{ of this memorial be forwarded by the
secretary of the State of Montana to the Senate of the United States:
and that copies hercof be transmitted to the Benators in Congress of
the United States from the State of Montana,
James F. O'Coxxon,
Spraker of the House.
W. W. McDoOWELL,
President of the Senate.
Approved February 23, 1018,
8. V. STEWART,
Governor,
Filed Febrvary 23, 1018, at 2.30 o'clock p. m.
. C. T. STEWART,
Neeretary of Ntate.

UNITED STATES OF AMERICA,
Ntate of Montana, 83:

I, €. T. Stewart, secretary of state of the State of Montana, do
hereby certify that the foregoing is a true and correct ?t” of house
Joint memorial No. 2, petitioning the Senate in Congress the United
States to pass an amendment to the Federal Constitution and submit
the same to the several States for ratification, extending and giving
throughout the United States the right of suffrage to women, enacted by
the extraordinary session of the Fifteenth Legislative Assembly of the

tate of Montana, and approved by S.
State, this 23d dag of February, 1918,

In testimony whereof, I have hereunto set my hand and affixed the
great seal of sald State.. Done at the cltg of Helena, the capital of
sald State, thiz 12th day of March, A. D. 118,

[SEAL.] C. T. STEWART,

Scerctary of State,

Mr. MYERS presented a petition of the live-stock division of
the National Food Administration for Montana, of Missoula,
Mont., praying for the opening of certain withdrawn areas for
the purpose of grazing, which was referred to the Committee on
Public Lands.

He also presented a petition of the live-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 Publie Lands.

He also presented a petition of the live-stock division of the
Food Administration for Montana, praying for the suspension
of the operation of the 640-acre homestead aet during the war
and for one year thereafter, which was referred to the Commit-
tee on Public Lands.

Mr. KNOX presented a petition of sundry citizens of Altoona,
Pa., praying for the adoption of an amendment to the Constitu-
tion to prohibit polygamy, which was referred to the Committee
on the Judiciary.

He also presented petitions of sundry citizens of Philadelphia,
of Local Branch No. 47, Glass Bottle Blowers' Assoeiation, of
Sheffield, and of the National Woman's Party of Chambersburg,
all in the State of Pennsylvania, praying for the submission of
a Federal suffrage amendment to the legislatures of the szeveral
States, which were ordered to lie on the table.

He also presented a petition of Typographieal Union No. 77,
of Erie, Pa., praying for an increase of pensions to veterans of
the Civil War, which was referred ito the Committee on Pen-
sions. |

He also presented a petition of the Newspaper Publishers®
Association, of Pittsburgh, Pa., praying for the recoinage of the
2-cent piece, which was referred to the Committee on Banking
and Currency.

Mr. THOMPSON, I have here resolutions passed by the Kan-
sas State Live Stock Association at the annual convention in
Wigchita February 28, which I ask may be printed in the Ilkcorp
without reading. They are very short.

There being no objection, .the resolutions were ordered to be
printed in the Recomrp, as follows:

Whereas the President of the United States has declared that our pres-
ent and immediate tazk is to win the war; and
hercas he has set forth that the chief alm of the war Is to secure a
Pemrll)ne?‘iz: peace guaranteed by a partnership of free nations: There-
ore be

V. Stewart, governor of said
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