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of necessity overrule any J)rovislon of the existing law relating to wine.

«Phere 1s only one kind of pure wine in the world and that is a wine
made exclusively of the ijuice of soutjd, ripe grapes. All other wines by
common consent must he prefixed lth the name of the fruit from
which they are made. Think for a oment what a riot of adulteration
the nbove deflnition would permit. |The tota) addition of 20 per cent
of the welght of the wine may be made before, durlng, or after fer-
No one can ascertain How much adulterating matter was
used, bevause it Is fmpossible to tell how much the welght of the
finished wine will be. It is evident|{that it would of necessity be much
larger than the orlginal weizht of {the expressed grape juice. Hence.
there would be no standard by means of which It would be possible to
prevent an excessive addition of thejndulterating ingredients.

“Tat the people who are interest d in the {mrit of products imme-
dtately protest against this outrageofs attempt to debauch the wines of
this country.

“A real, pure wine, made only of grape juice properly fermented and
properly aged, bas the poisonous properties of its a cohol modified until
the wine may become actually wholegome taken ip 1acderation. But here
the Senute of the United States not lonly undertakes to define the worst
possible ndulterated article as pure, ut nnder the guise of its authority
seekks fo poison the American congumer of wines with lnsidious and
deletorious rum, In addition to this, by indirect and concealed means,
it seeks to defraud the United States of the revenues whieh otherwise
might be derived from the tax on brandy withdrawn for the fortification
of sweet wines.

«1t only remains now for the Senate to define whisky as an alcoholic
beverage made of peutral spirits, burnt sugar, and synthetic flavors, and
beer as an alcoholle Leverage made of any old thing that will ferment
and emblttered with anything that is bltter, from capslcum to aloes, to
complete the debasement of American beverages. Strange to say, this
awful amendment was listened to a d ndapted witbout a single word of
protest. 'The scene closes with the {following laconic statement :

«e¢Phe VICE PRESIDENT. The que tion is on concurring in the amend-
ment of the committee as amen ed) The amendment as amended was
concurred in.’ !

«The assagsination of pure wi
plished.”

was neatly and quickly accom-

Currencey.
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HON. S. D. TESS,
v OF ONIO,
Ix e House oF REPRESENTATIVES,

Tucsday, September 16, 1918,

On the DIl (H. R. 7837) to provide for the establishment of Federal
reserve banks, for furnisbing an elastic currency, aflording means of
rediscounting commercial paper, and to estanlish a more effective
supervision of banking in the United States, and for other purposes.
Mr. FESS. Mr. Speaker, the most significant bit of research

on monetary Hnes for a century was that done by the Mone-
tary Commission, whose report ig found in more than 20-val-
umes. The concrete recommendation of this commission is
expressed in the central-bank proposition defeated in the - last
Congress. This proposed law was defeated before it was in-
trodnced by the label fastened upon it of money influence. It
was approved by the banking interests generally, which in these
dnys would be sufficient to defeat it, The Aldrich plan met with
zeneral disapproval, whether wise or otherwise. The present
bl now before us purports to do what the Aldrich bill was
designed by its spousors to do, without giving dangerous power
to the money power. Its author yesterday asserted it was writ-
ten in the interest of the people and not the banks.

At this time it would be well and- edifylng to compare the
two plans—the Aldrich with the Glass scheme. - The Aldrich
plan proposed a national reserve sssociation—a central bank—
with a capitalization of $200,000,060, with the banks of the
country as stockholders; branches of this association, 15 in
number, to be opened in that number of districts, these
branches to be made up into local associations of -not less than
10 banks to each association, with an aggregate capital of
£5.000.000, under a board of directors. The present plan omits
the association, but adopts the regional Lank scheme of 12
Tedera]l banks, made up of the capitalization of 20 per cent of
that of the national banks in the region, with a minimum of
$5,000.000, under a directorate. The chief difference here be-
tween the two schemes is in the control—both have a loeal
directorate and both have a central authority. In the Aldrich
plan the local directorate is chosen by the banking interests,
while the general board is chosen in part by the banking in-
terests and in part by the Government. The Glass proposal
provides that the loenl directorate be chosen partly by the bank-
ing interests and partly by the Federal board, the latter the rul-
ing element in the finality, The general board is chosen by the
Prosident. Membership in the Aldrich plan was optional with
banks and trust companies, while it is compulsory in the Glass
bill for nationnl banks, but optional with all other banks.

The capitalization in the Aldrich plan was furnished the
reserve association by the banks subscribing 20 per cent of their
capital, half pald in and half on call, with a provision against
hypothecating .the stock. The same provision is made in the
Glass bill.

The Aldrich plan made the life of the charter 50 years, while
the Glass bill provides for a 20-year charter.

OBFICIARY,

The Jocal association in the Aldrich plan was left to choose itn
directors—three-fifths by the banks, ench bank to have one vote’s
two-fifths by members voting in accordance with shares in the
associntion. The Glass plan provides a directorate of nine mem-
bers, three representing bank interests, three representing indus-
trinl, commercial, and agricultural interests of the district, and
three chosen by the Federal board.

The Aldrich plan propesed a directorate of the national asso-
clation of 39 members—15 to represent the branches, 15 the
agricultural and commerclal interests, elected by each branch,
and 9 by banks in the ratio of shares. In addition there are
7 ex officio members—2 deputy governors, Secretary of the
Trensury, Seeretary of Agriculture, Secretary of Commerce, and
Comptroller of the Currency.

The present plan provides for a board of seven, all chosen by
the President, with the consent of the Seunte, to consist of the
Secretary of the Trensury, Secretary of Agriculture, and Comp-
troller of the Currency, together with four others, one of whom
is to be a practical banier and not more than two of whom can
belong to the snme political party.

FEDERAL ADVISORY COUNCIL—GLASS BILL.

There is to be created a Federal advisory council, which shall
consist of as many members as there are Federal reserve banks,
Every Federal reserve bank shall select annually one member of
sald council, to recelve no compensation for services, but to be
reimbursed for expenses. Meetings of said council to be held
at Washington at least four tlmes a year. or oftener, if called
by Federsl reserve hosrd. Council may select its own officers
and ndopt its own method of procedure.

Federal reserve council to have power, first, to meet and confer
divectly with Federa! reserve bonrd on general business condi-
tions; second. to make oral or written representations concern-
ing actions takeu. proposed, or contemplated by said board;
third. to call for complete information and glve advice concern-
inz discount rates, rediscount business, note issues, and general
affairs of the reserve banking system.

BARNINGS.

The Aldrich plan provided a flat dividend of 4 per cent cumu-
latlve. In addition provision sras made for a contingent fund
pot to exceed $2.000.00¢ to care for losses. One-half of addl-
tional net earnings to crente a surplus fund. which shall amount
to 20 per cent of the capital. Of the remaining half one-fourth
goes to the Govermwent and one-fourth to shareholders. pro-
vided the shareholders do not get nbove B per cent. The excess
above this is to go to the Government.

The present plan provides § per cent dividend over and above
all expenses ; then one-half togotoa surplus fund until such fund
shall amount to 20 per cent of capital, the bajance to be dis-
tributed GO per cent to the Governmwent and 40 per cent to banks.

POWERS OF' CENTRAL CONTROLLING BOARD,

The Aldrich plan gave the central assoclation the power to
use n seal, to continue 50 years, to enter upon contracts to pur-
chase real estate, to choose officers, to adopt rules and regula-
tions, to exercise through directorate all necessiary powers.

The present plan empowers the Federnl board to examine
work of the reserve banks and make weekly reports thereon, to
control rediscounts of Federal banks, to suspend reserves. super-
vise issuance of Federal notes, to dictate central reserve cities,
to remove officials of reserve banks, to write off doubtful assets
of reserve banks, suspension by receiversbip of reserve banks, to
perform all duties specified and implied in this act.

DEPOSITS.

The Aldrich plan proposed no compulsory deposits from mem-
ber banks in the national association. The Government was to
deposit its general funds with the reserve associantion, upon
which the association paid no interest. The national associa-
tion was to act as fiscal agent of the Government.

The present plan requires every national bank and member
bank to establish with its district reserve bank a credlt balance
equal to 5 per cent of its total demand liabilities.

All money in the general fund of the National Trensury must

e deposited with-the Federal reserve banks, which shall act a8
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fiseal agent of the Government, no inferest to be paid on any
deposit except those of the United States, and then one-half of

1 per cent,

BARKEET OPRRATIONS.
The Aldrich plan allows the reserve association to invest in

United States bonds, State bonds, or foreign bonds.

It can deal

in gold and make loans, may deal in bills of exchange payable in
foreign countries, open agencies in foreign countries, and trans-
fer funds of one depository bank to the credit of ancther
through the branches of the association.

The present plan gives the reserve banks the power to deal in
the open market in bankers’ bills and bills of exchange, to denl
in gold, and to make loans thereon.

ExHIBIT A,
RESERVES,

ALDRICH PLAN,

On demand deposits, all national
banks and subseribing banks to
maintain the same percentage of
reserve as now required by the
nationn! banking Iaw, and in the
same manner in respect of keep-
11{1{ part of thelr reserve In reserve
clties.

On time deposits, not payable
within 30 days, no reserve Is ve-
quired; but witkin 30 days of
gasment the same reserve to be
ept as In case of demand des;osits.

All demand liabilities, lncludin,
deposits and circulating notes, o
n nalional reserva assoclation to
be covered to the extent of 50 per
cent by a reserve of gold ov other
lawtul money. When such reserve
falls below &0 per cent the na-
tionsl reserve assoclation to pay a
speclal tax upon the deficioncy of
reserve, namely, for each 23 per
cent ovr fractfon thereof that re.
scrve falls below GO per cent a tax
to be levied at rate of 1% per cent
per annum, and no additional notes
to bie issued =o loag as the amount
of reserve Is below 333 per cent
of outstanding notes,

PRESENT PLAN.

Country banks shall have a re-
serve of 12 per cent, which, after
n period of three years, shall be
as follows: Five per cent in own
vaults, 5 per cent in Federal re-
serve bank fn fts dlstrict, and re-
maining 5 per cent either wlth
IFederal reserve bank or [n its own
vaults, or hoth.

Banks in reserve cities, after a
perlod of three years, shall have
reserve of 18 per cent, of which D
per cent shall be in own vaulfs, b
ner cent with Federal reserve bank
n 1its district, and 4 per cent
elther in its own vanlts or In the
raserve bank of its district.

Banks In central reserve cities,
after a pertod of G0 days, to have
a reserve of 18 per cent, of which
9 per cent shnll be In own vaults,
B per cent In reserve bank, and 4
per- cent 1n elther, remalnder as
credit,

Every Federa) reserve banle shall
always have in Its vaults gold or

NOTES.

The Aldrlch Dill devotes atten-
tion flist of all to taking over the
bond-secured circulation of the
national banks. Banks might
maintein existing Issues, but fur-
ther issues or reissues were for-
bidden. The National Reserve As-
sociation offered for a period of
one Ke&r to purchase the 2 per
cent boads, securing circulation at
par and accrued intercst and to
take over the responsibility and
redemption of the notes, issuing
thercfor its own notes when the
same are presented for vedemp-

ion,

The National Reserve Associa-
tion may f1ssue additional notes
from time to time to meet husiness
requirements, but whenever the
total amourt of uotes Issucd by it
(including the outstgpnding na-
tlonal-bank mnotes) shall exceed
$900,000,000 the notes in cxcess
of that amount which are not cov-
ered by an equal amount of lawful
money ot gold shall pay a certain
tax of 13 per cent per anoum,
and when notes exceed $1,200,-
009,000 the toex is § per cent on
the cxcess not so covered.

Notes to be sccured by lezal re-
perve ¢f gold or lawful money to
the oxtent of 5O per ceot (sec
provicion under rescrve against de
mand labilities above) and by
notes and bilis arising out of com-
merelal transactions, the same as
are acceptable for rediscount, or
obligations of the United States,

Notcs to be redecmable in law-
ful iwoney at head »office or
branches and are recelvable at par
for nll taxes, payments, exciscs
and _debts, except obligations of
the United States specifically pay-
ablg in gold.

Notional Reserve Association, on
application and without charge, to
forward its notes to any deposi-
tory bank against its credit bal-
ance.

fawful money equal to 23334 per
cent of demand liabilitles.
An issue of Tederal rcserve

notes is authorized, amouunt not
s;f)cciﬂcd, to be Issued at_diseretion
of Irederal reserve board, for pur-
pose of making advances to Ifed-
eral reserve banks, and for no
other purpose, Sald notes to be
obligations of the United States
and shall be reccefvable for all
taxes, customs, nod other publle
dues. They shall be redecmed in
gold or lawful money at the Treas-
ury at Washington or any Federal
reserve bank.

. Notes arc issued upon applica-
tion of Kederal reserve banks to
Ifederal  rescrve agents, accom-
panied by collateral to secure the
notes, security to be the same as
are acceptable for rediscount.
Whenever a Federal reserve bank
shall pay cut notes it shall segre-
gate in its own vaults and carry
to special reserve account gold or
lawful money cqual to 333 per cent
of reserve notes, such reserve to be
used for redemption of notes as
presented; but banks must imme-
diately make good the deﬂcicnc,y in
the reserve, so that they shall al-
ways keep 333 per ceat of out-
standing ecirculation.

Notes to henr on their face a
distinctive letter and serial num-
ber, which shall be used for ve-
demption against Issuing banks,
No cther Federal reserve bank to
issue such notes under penalty of
tax of 10 per cent upon face value
of notes. Notes presented for re-
demption at the Treasury shall be
pald and returned to Federal re-
serve banks to which they were
orllginnlly issued.

federal reserve banks may be
required to kecp in the Treasury
a sum in gold or lawful money
cqual to § per cent of outstanding
notes for the purpose of redemp-
tion, but sald redemption fund to
be counted as part of reserve.
I'ederal rescrve board to have the
right to grant in whole or in
part, or to reject entirely, any ap-
plication of Iederal reserve bank
for notes. TFederal reserve banks
whose application for notes have
been accepted shrll pay such rate
of interest as may be cstublished

by Federal reserve board.
to be a first and paramount lien on
all_the assets of such bank.
Retirement of note liabllity is
rovided for by the deposit by
Ffederal reserve banks of notes
whether issued by itself or by
other banks or in lawful moucy or
gold with any Federal reserve
agent or with the Treasurer of
the United States. Substitution
of collateral behind notes is al-
lowed.

Clearing-house certificates, cashe

Notes

fers’ checks used as circulating
notes, cte., are forbidden.
DISCCUNT.
National reserve assoclation, Upon  Indorsement of member

through a branch, may rediscount,
upon the {ndorsement of a mem-
ber, notes and bills of exchange
arising out of commercial trans-
actions having a maturity of not
more than 28 days and made at
least 30 days prior to date of re-
discount.

This discount privilege not to
extend to Include notes and bills
Issued for carrying stocks, bonds
ete. Amount Trediscounted shall
not exceed capital of applying
bank, and the paper bearing name
of one person or firm not to exceed
the 10 per cent of capital of ap-
plying bank.

But national rosevve association
through its branches may discount

nper maturlng up to four months;
n guch case paper must be guaran-
teed by the local assoclation.

Whenever in the opinion of the
national reserve nssoclation public
interest go requires, opinion to be
cancurred in by Secretary of Treas-
ury, the natfonal rveserve assocla-
tion may discount direct the obll-
{,;ntlon of a member bank Indorsed

y the local association, secured by

satisfactory pledge or securities,
amounts so loaned not to exceed
three-fourths the valune of the se-
curities,

Natlonal reserve ossociation may
purchase acceptances of baoks or
acceptors of unquestioned financlal
responsibility, such Jm er not to
exceed 90 days, an earing in-
dorsement of another member bank
besides the acceptor.

bnnks Federal reserve bauks -nay
dlscount notes and bills arising
out of commercial trapsaclions
havm% a_maturity of not more
than 60 days. But this discoant
privilege is not extended io notes
end bills iIssued for carrying
stoclks, bonds, ete.

If a bank has a cash reserve
cxceeding 33% per cent of total
demand llabilitles it may, upon
fndorsement, dilscount paper ma-
turing up to 120 days with any
Federal veserve bank, to an
amount to be fised by Federal
reserve board, provided not more
than 50 per cent of a bank's pnper

go discounted has a longer ma-
turity than 90 days.
n indorsement of any mem-

ber bank the Federal reserve bauk
may discount acceptances of such
hanks which are based on exporta-
tion or importation of goods and
which maturc in not more than
six months and bear siznature of
at least one member banl in addl-
tlon to that of the acceptor.
Amount so discounted not to ex-
ceed one-half tbe capital of bank
for which rediscounts are made.
Aggregate of such notes and bills
bearing the signature and indorse-
ment of any one person or firm
rediscounted for any one bank not
to exceed 10 per cent of cnpital
and surplus of safd bank ; but this
restriction does not apply to dis-
count of bllls of exchange drawn
fn good falth agalnst actunlly cx-
isting values.

DISCOUNT RATES.

National Reserve Association to
have authority to fix rates of dis-
court from time to time, svhich,
when so fixed, shall be published
and shall be uniform throughout
the United States.

Federal reserve bapnks to estab-
lish each week, or oftener., subject
to review and detcrmination of
Federal reserve Dboard, minimum
rate of discount to be charged by
cach bank on each class of papet,
which is intended to accommodate
the commerce of the country.

ACCEPTANCES.

National banks autborized to
accept drafts drawn upon them,
having not more than four months
to run, arising out of commercial
transactions and limited to one-
half of capital and surplus of ac-
cepting banlk.

Any member bank may accept
draft drawn upon it having not
more than six months to run,
representing importation or ex-
portation of goonds, amount of ac-
ceptances not to aggregnte wore
than onc-half of its capital,

REFUNDING,

Uvon _application of the Na-
tional Reserve Association the
Secretnrg of the Treasury to cx-
change £ per cent bonds purchased
for subscribing banks for 3 per
cent bonds payable after 50 years,
and the Natlonal Reserve Assocla-
tion to hold the 8 per cent bonds
go jssued during the period of its
incorporated existence ; _except that
after flve years the Secretary of
the Treasury may permlt the Na-
tional Reserve Association to sell
not more than $50.000,000 of such
bonds annually and the United
States reserves the right at any
time to pay any such bonds before
maturity or to purchase any of
them at par for the trustees of
the postal savings, or otherwise,

The Natlonal Reserve Assocla-
tion to Pay to the Government &
specin] franehise tax of I!L per
cent annually ugon the Dlonds
fransferred to it by the subscrib-
ing bank.

U%on application the Secretary
of the Trecasury shall exchange 2
er cent United States bonds, now
deposited for circulation, for 3 per
eent bonds, tpayuble after 20 years
from date of issuec with circulation
privileze. No national bank shall
present in any one year bonds for
exchange to an amount exceedinﬁ 5
per cent of present circulatlon, but
should any pational bapk fail in
any one year to so cxchanpe Its
full quota of 2 per cent bonds, the
Secretary may permit any other
national babnk or banks to ex-
change lLonds in excess of 5 per
cent to an amount equal to the
deficlency.  After 20 yeavrs, cvery
holder of Unilted States 2 per cent
bonds then outstanding shall re-
celve payment at par and accrued
fnterest. After 20 years natfonal-
Dank notes stlll remaining out-
standing shall be recalied and ve-
deemed by Issuing banks.

Meanwhile every natfonal bank
may continue to apply for and
receive circulating notes from the
{:)om&:trollcv, based upon 2 per cent
onds.
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FoariGN AgEN CIES.

Banking corporations may bas Any
formed to conduct business 1a for- ecapital
elgn countries and to act when re- to the Federal
%uired as fiscal agents of the estabiish branches in foreign coun-

bited States by no less than five trles and to aect, If required to do
80, a8 fiscal agents of the United

tates. The Federal reserve board
may reject application if, fn its
jud’i ment, capital set aside for
conduet of this foreign business s
Inadequate  Accounts of business
of foreign branches to be kept in-
dependently,

natlonal bank having a
of $1.000,000 may :‘f:ply
reserve boa to

persons,  Such corporations to have
a capital of no less than
000. " It shall not recelve
in the United States, y
and sell exchange here relating to
forelgn business, Majority  of
capital stock of such corporations
0 be owned by citizens of the
United States or corporations char-
tered here., Comptroller of the
Currency may take charge of such
corporation when {t becomes in-
solvent. Anf stockbolding bank of
the national reserve assoclation
may subseribe to stock of this
corporation, but not exceeding 10
ber cent of capital of the sub-

scribing Lank,
LoanNs oN ReiAn ESTATR, BTC.

Natlonal banks may loan not - National hanks situated outside
more than 30 per cent of thelr of reserve citles may make loany
time deposits upon improved or gecured by improved and unincum-
unlncumgered real estiate, loans bered (arm lands, the loan not to
not to exceed 50 per cent of actual extend for more than nine months,
value of property, which broperty mor te exceed 50 per cent of actual
to be situated |n territory tribu- value of groperty. and such prop-
tary to the bank. This privilege erty to be situated within the
not to extend to banks acting as bank’s TFederal reserve distriet.
reserve agents. Baok may make such loans to an

amount equal to 25 per cent of
its capital and surplus.

COLLECTIONS AND TRANSFERS,

Local association may, by vote Federal reserve bank to receive
of three-fourths of its members, on deposit, at par and without
and with the approval of a na~ charge for exchange or collection,
tional reserve assoclation, assume checks drawn upou any of its de-
the functlons of a clearing house. positors or by anf of its depositors,
The National Reserve Association upon depesitors In any other Fed-
may require any local association eral reserve bank. [IFederal reserve
to perform such services. board to make regulatious govern-

The national reserve assocla- ing the transfer of tunds ot par
its branches, upon reg uest, among Pederal reserve banks, and
to transfer deposit balance o any muay require each Federal raserve

to the credit of any badnk to act as clearing house for

member bank
other depository bank. Deposit jts shm‘eho]_ding bank,

balances may be transferred, like-
wise, between branches by malil,

telegraph, or otherwise, at rates

to be fixed by the branch at which

transaction originates,

What does this comparison show? The bill now before us is
in many features a copy of the Aldrich plan. The chief differ-
ence is in the control of the system. The Aldrich plan was
weak in this feature. It gave not only the operation of the
banking business to the banks, but it also kept most of the
control of the business in the hands of private interests, Here
is the real ground of danger of this central plan. The banking
business, although owned by private individuals and operated
in the main for profit, can not be considered wholly from that
standpoint. It has a public value. The banking business now
is a public institution in a sense. Tt at least affects the publice
80 much that it can no longer be run without regard to the
public welfare as well as the owners’ interests. In this sense
the public is greatly concerned about its management.

As a privately owned corporation, its operation and admin-
Istration should be within the hauds of its owners, but as a
public agency its regulation should be under the control of the
public. The men who undertake the risk, bear the burdens of
the business, responsible for its losSes as well as its profits,
should have the management, initiation, operation, and admin.
istration. The public, which is the larger faetor that must be
concerned for the benefit of the many, should have the veto
power or final control in all features directly affecting the publie.

The Aldrick plan failed to reach this consnmmation, It
invested operation in the banker's power without bermitting
sufficient regulation by the public. This gave undue influence
and power to the money classes, which may be serious,

What does the Glass bill do? Its proponents claim it gives
control to the Government without blacing the Government in
the banking business. I can not agree with this position, It
virtually takes the banking business out of the hands of the
owners and places it in the grasp of the Government,
specific, it makes the Government the operative agent, the
administrative factor, instead of limiting it to the regulatory
or controiling function,

As the Aldrich bill gave too much power to the banks the
Glass bill gives too much power to the Government or too little
power to the owners of the broperty to be administered, : - .

The advocates of this bill are not a unit upon its meaning.
In the early stages of its interests we could hear on all sides, as
we can here and there yet, the statement that we propose to

have a scheme where the Government would operate the bank-
Ing business of this country. But more recently this innovation

in the banking business. I listened with
admiration, to his scholarly presenta-
this point—how he

tute this high office by choosing the Federal board upon a purely
He used the strong language that such policy
would discredit him while he lived ang dishonor his memory
after he is dead,

This utterance, assuring us against any danger from thig
Beore, s in strange contrast to the copious utterances of Andrew
Jackson from 1829,
he had completely

The first serious defect in this bill ig jn its Government opera-
tion rather than control. All will agree the Government should
control the business, Just as the Government, through the Inter-

we’ do not believe the Government ghould operate the banking
business, as we do not belleve it should operate the railroad
business.

No one questions that the national reserve association con-
trolled the banking business under the Aldrich plan, A compari-
8on of its powers with- those of the Federnl reserve board under
this plan will be illuminating angd sufficient to conviunce us,

The Aldrich plan provided a governing board of 45; thisg
plan, a governing board of 7, with a directorate of 9 embery
in each of the 12 districts, each directorate subject to the Fed-
eral board.

The Aldrich plan limited its charter to 50 years,
20. The Aldrich plan gave the power
banks, this plan the power
ip final effect,

The Aldrich plan gave the power to make rules and regulia-
tions, to make contracts, to sue and to be sued, and so forth.
This plan gives the same power. The one difference is that the
Aldrich plan operates directly, while this one operates both
directly and through separate dirvectorates, over which the Ped-
eral reserve hoard has control. According to the committee's
statement, which has accompanied this bill, there are over 40
items of power given to the Federal reserve board, enumerated
on pages 46 and 47.

After specifying items of power of this board the fina] scope
is expressed in line 14, page 25, in the following Plenary utter-
ance: “To perform the duties, functions, or services specified
or implied in this act.” Pray, what item of operation is not cov-
ered by this power of Implication? This bill takes $105,000,000
from its owners at one swoop at the penalty of death to the
business, and administers upon that sum by a politieal bonra
which is neither owner of the property nor unecessarily possessor
of the business acumen for such enterprise.

It will also claim $400,000,000 reserve$ belonging to others,
for which it pays nothing,

This board of seven, five of whom will be appointed Ly the
same man—and of course will be g partisan board—will he able,
If the plan works, to have control of §25,000,000.000 worth of
bz'tnllzd resources, two-fifths of all the banking resources of the
world.

This provision is faulty, first, because it extends govern-
mental control to governmental operation; secondiy, it will be
partisan. If, according to Speaker CLARK, it is preposterous to
think we can create a honpartisan tariff hoard, because, as he
stated on this floor, men wil Lot repress their partisan views—
and that statoment was backed by the majority party—If men
can not be found who would keep out their partisan bias in the
mere matter of gathering facts upon which legislation i{s to be
based, pray, what must we think of a board whose funetion is
to operate or even control the billions of banking resources of
this Nation? If facts in the possession of & board will make it
partisan, what will the purse of the Nation in the hands of an
appointive board be?

This provision is faulty because it directly provides for parti-
san activity in the currency question, Of all the questions that
ought to be exempt from party bias, it is the money question—
the banking question. The chief Dpurpose of a banking plan is
of credit and the maintenance of the
Der cent of the business of the country is done on
a credit basis, the better the system. No system of credit that
is made the football of politics can be safe, Credit is confi-
dence. Lack of confidence is due to uncertainty. Partisan con-

this one to
of election of officers of
to remove them, which ig the same



-——

285

APPENDIX TO THE CONGRESSIONAIL RECORD.

trol is uncertnin, No system of credit can stand wuncertainty. |
No matter how good the system of credit is, it can not be main- |
tained under a policy of uncertninty due to the whims of party
leaders and the contingencies of political campaigns.

‘The advisory council of bankers is an improvement upon the
original plan, but it does not go to the core of the trouble. be-
cause it is giveu nothing but recommendatory power, and in due
time will probably die of atropby.

‘The banking business should be opernted. I repeat, by a di-’
rectorate chosen by the persons whose property is involved, sub-
Ject to the regulation and coutrol of a Federal board of similar
character to the Interstate Commerce Commission. This super-
visory board should not have power to initinte. operate. or ad-
minister, but should hnve a veto power of the operative directo-
rate—indeed, a control—of such charncter that the banking
business should be operated by the representatives of the banks
under the control of the Government. This is justice for the
banker and safety to-the public. It seems to me consonant with |
our past experience.

‘The first bank of a Tederal character was in 1791, with a
capital of $10.000.000 aud a tenure of 20 years, Jefferson op-
posed it, giving two reasons against it, namely, he claimed it was.
unconstitutional and unnecessary.

In 1811, when the charter -explred, Jeffersonian Democracy
was in power. While refusal to recharter was counsistent with-
Democracy, the exigencies of the time forced Mndison to favor
the second United States Bank, which wss chartered in 1816,
with a capitalization of $35:000.000, to continne 20 years. The
Government held a portion of the stock and had a veice in its |
management.

Jackson hegan his fight on the Dank in his first messnge in
1829. He -continued his attack in the most ultra language, in
each of his annual messages throughout his two terms calling
attention to what he considered great dsngers. The fuller
statement of his opposition was made in his veto message July
10, 1832.

His determination to repudinte the bank did not stop with
his veto of {he rechartering bill, but extended to a specific effort
to hopelessly cripple the institution by the removal of the public
funds from the Bank of the United States to the State banks.
On the 18th of September, 1833, the President read to the Cabi-
net his long message on the guestion of removal, in which he
gave his views of the bank.

On December 8, 1883, in his -annual message, he used this
language:

It being thus established by unquestionable proof that the Bank of
the United States was converted into a permanent clectinnesring engine, :
it appeared to me that the path of duty which the exscntive department
ought to pursne wag not doubtful. The question is distinctly pre-
sented whether the people of the United States are to govern through
representatives chosen by thelr unbiased suffrages or whether the money
and power of a great corporation are to Le secretly exerted to influence
the judgment and control of their decisions. It must now be determined
whether the hank is to tiave its candidates for all offices in the conntry,
from the highest to the lowest. or whether eandidates on hoth sides of
{:ol!tlcnl questions shall be hrought forward as heretofere and supported

y the usual means. {(Annual message, Val. II, p. 1249.)

‘On December 1, 1824, in his annual message he employed the

following language:

The bank had attempted to control electlons, The use af its cor-
porate fund and power in that attempt was fully disclosed. Tt made
vigorous efforts throuzh interference of electicns to contral public opin-
jon and force the Government to yield to its demand. This, with its
corruption of the press, lts violatlon of its charter, its excluslon of the
Governiment directors from its procerdiugs, Its neglect of duty, and arro-
gant pretensions, made it, {n the opinion of the T'resident. incompatible
with ‘public interest and the safety of our institntions that it should be |
any longer the fiscrl agent of the Treasnry. The Immense capita) and |
peculiar privileges bestowed upon it enabled it to exercise despatic sway
over the other banks in every part of the country. Trom lts superior
strength it could rericusly injure, If nat destroy, the husiness of any one
of them which might incur its resentment. It openly claimed for itself
the power of rerulating the currency throuzhout the United States. In
other words, it possessed the power to make money nlentiful or scarce
at its pleasare nt any time or at any place hy, controlling the issues of
other banks and permitting an cxpansion or compelling a general con-
traction of the clrenlating medium according to its will, = "¢ o Tye |
result of the ill-ndvised@ lerislaiion which established this sreat mo-
nopoly was to concentrate the whole money power -of the Union, with
its boundless menns of corruption and .its numerous dependents, under
the direction and command of one scknowledged hend, thus orgnnizing
this partleular Interest as one body and securing for it unity and con-
cert of action throughout the United Btates and emabling it to bring for-
ward on apy cceaslon itg entive and undivided strength to support eor
defent any measure of the Government. In the hands of this formidable
power was placed unlimited power to regiilate value nf Property and the
fruits of labor in every guarter of the Union and to bring prosperity or
ruin upon any clty or section of the country.

In his farewell agddress, delivered March 4, 1837, he used this
language:

The power which the money interests can exercise when concentrated .
under a single head and with our present system of ecurrency was snffi-

1 and the banks in the terms of the loans.

gitenttly ‘demonstrated In the struggle made by the .Bank of the United
‘States. ‘

Theséhre a few of the ‘official »iltterances which indicate
President Jackson's opposition to the ‘bank. However, his
spokesman on the floor of the Senate, Col. Thomas H. Benton,

| of Missouri, volced the President’s opposition in detail in a

long speech in I'ebruary, 1831. Benton denounced the bank as
an institution too powerful to be tolerated in our Governinent,
He declared it to be the * power of the purse which was superlor
to that of the sword.” He said it possessed the power of
$35.000.600 capitalization, and in anddifion the right to possess
$556.000,000 of profit, making the grand totnl of $80,000,000.
‘What would he have said of the present propesition in 1913
that proposes a scheme to allow the control of banking resources
of a sum greafer than that of the banks of England, Irance, and
Germany combined? ,

The second count in his indictment is the issyance of notes
dependent upon the will of Congress. Against this he ex-
clajmed: *“This opens the door to boundiess emissions, for
what can be more unbounded than the will and pleasures of
successive ‘Congresses? "’

He then proceeded in an academic manner to specifically
point out the dangers one by one. First. the keeplng of the
Dubliec moneys, which amounted to $26.000,000. What would he
have said of a proposition to have the custody of a Dbillion
dollars? Seeond, its notes are receivable for all Government
obligations. Compare this with the Glass bill. Third, the bank
has the name of the United States and the ‘Government as a
partner. Fourth, it can discriminate against other mnotes of
other banks, which thus inakes it the uncontrolled monarch of
the money system of the country, Compare this provision with
the proposed bill. He then raises the question, To whom is
this power granted? and declares it to be in the hands of a
small board.

Then he takes up the dlscussion in extenso. His first funda-
wental charge is that the bank tends to subjugate the Govern-
ment, Second, it tends to -collusions between the Government
Third, it tends to
create public debt by facilitating public loans and substituting
unlimited supplies of paper for limited supplies of coin. Kourth,
it tends to beget and prolong unnecessary wars by furnishing
the means of carrying them on without recurrences to the
people. Fifth, it tends to make the rich richer and the poor
poorer, to multiply nabobs and paupers, and to deepen the gulf
which separates Dives from Lagarus. Sixth, it tends to male
and to break fortunes by the flux and reflux of paper.

His third fundamental objection to the bank was that it
created a monepoly to be enjoyed by the banking classes—first,
by carrying on the trade of banking upon the revenue and credit
of the Government; second, by paying the revenues of the
Union in their own notes; third, by holding the moneys of the
Government without compensation for the undrawn balances:
fourth, by discrediting the notes of other banks by excluding
them from the collection of Federal revenue; fifth, by the right
10 hold real estate and to receive rent; sixth, by the right to
deal in bills of exchange; seventh, by the right to establish
branches in the States without their consent.

These strictures made upon the United States Bank by the
Democratic leaders of the Jackson era read with peculiar in-
terest in the light of the proposed Wilsou currency plan. If the
control of over $35,000,000 capitalization is dangerous, what
about the control of $600,000,000, ns proposed by this bill? If
note issues limited only by the will of Congress are so unwise,
what about an issue limited by a political board of seven ap-
pointees of the President? If the custody of $26,000,000 of the
Nation’s money is to be feared, what about the keeping of more
than a billion dollars in the hands of a political board? If
hank-note issues receivable in payment of debts were to be so
bitterly condemned in 1831, why not now? If notes in that
period should not bear the name of the Government, why should
they under this present administration? If, for the sake of
uniformity, it was wrong to allow the United States Bank the
coutrol of note issue, why is it right to allow a political board
to do so now? If it was unpatriotic to allow a joint board
made up of representatives of the Government and the stock-
holders of the bank to control the bank in Jackson’s time, why
is it right now to allow a small board of the President's ap-
pointees to exercise control in the interest of party, especially
when it is recalled that Mr, Grass, the author, in answer to the
protest of the members of his committee agninst making the
currency question a party measure, declared that this was a
Government of parties?

An cnumeration of the long list of counts against the United
States Bank will enable any fair-minded man to note the strik-
ing inconsistency of this Democratic measure in the light of
Democratic history. If it is auswered that the old United



286 ¥

States Bank was a private institution, jointly controlled by the
Government and individvals, and therefore objections to it
would not hold against the present Dlan, it is sufficient to quote
President Jackson In his famous essage of September 18, 1833,
covering this point:

To give the President the control over the currency and the power
over Individuals now possessed by the Bank of the United éjtates.
.even with the material difference ghut he is responsible to the people,
would he as objectionable and as dangerous as to leave it where it Is.
Neither one or the other is necessary and ought not to be resorted to.

If concentrated money power is dangerous, it must arise out
of the possible corrupting influences to which it may be put.
Here is a proposal which makes it possible to concentrate the
banking resources of $25.000.000,000 within the control of seven
nen to be chosen by a political head, and at a time when the
party in power has procliimed against comiission government
on thg declaration that there is no such thing as a nonpartisan
commission. The power of this board of seven men as declared
by the terms of the act is plenary. First, it controls each of
the boards of directors of the 12 Federal reserve banks.

b ItI exercises control of the books of each of the Federal reserve
anks.

It controls the refliseounting of these banks.

It controls the power of suspension.

It controls the issue and retirement of the Treasury notes.

It has the power to classify the banks amd reserve banks,
country banks, and so forth.

It controls the officials of the reserve bank.

It controls the assets of the reserve bank.

It can suspend operations and appoint a receiver of Iederal
reserve bnnks.

It performs duties, functions, and services specified and im-
plied in this act.

Another very striking Democratic change from the Jackson
régime of banking refers to the repudiation of the Jackson
Independent Treasury idea by providing for the Hamiltonlan
theory of Federnl instead of State control, as Jackson and Jef-
ferson demanded.

When Jackson wished to cripple the central power he ordered
funds transferred from the single United States bank and de-
posited in 89 State banks. This was accomplished after he had
transferred his first Secretary of the Treasury—Mr. McLane—
to another post to make room for Mr. Duane to do his bidding.
But when Duane hesitated on constitutional scruples he was
removed to make way for Roger B. Taney, who did the bidding
of his chief. This was the occasion of one of the most dramatic
scenes ever witnessed in the Senate, when Calhoun Joined
Webster and Clay and secured a vote of censure against the
President after a spectacular fight. Not until 1837 was this
resolution expunged, and then only after an equally brilliant
maneuver under the leadership of Col. Benton. Now this sys-
lem of Independent Treasury must be abandoned by order of
the latest Jackson devotee.

These utterances read with peculiar significance in the light
of the address of the distinguished chairman Wednesday.

What a contrast i8 read in Jackson’s attitude to TPederal con-
trol and operation of the banking business to the present occu-
pant of the White House. Through Jackson's influence Van
Buren’s administration established the Independent Treasury
system. Although it was repealed soon after it was reenacted
in 1846 by the Democrats under Polk, it has continued an un-
interrupted career until this present bill, which proposes to
reverse this famous Democratic principle also by the total
destruction of the Independent Treasury system.

NOTBD 18SUB.

This bill attempts to renew the dangerous dogma that the Gov-
erniment can make money value by its decree. “ Fiat” has taken
such deep hold upon a portion of our people that it springs up
at every passing chance, and here in Congress as well as out
on the hustings. We probably will never be free of that class of
thinkers which wrote the history of the South Sea bubble; that
furnished the following of John Law; that put upon the statute
books of Frauce the nssignats and mandats; that clamored
for more Continental money, “not worth a continental "s that
believed a confederacy could by simple decree give purchas-
ing power to a currency stamped by the Confederate Govern-
ment; that assured the world that even in time of storm and
stress of civil war, with a million men at arms, at a daily cost
of at least $8,000,000, all that was needed to prosecute such a
war was for the Government to use its prerogative, place its
stamp upon a piece of paper, thereby decreeing it money, and
it would be money and perform all the functions of money
need. In other words, we are assured that the fint of the Gov-
ernment is the essential thing. This financial school .of -coin

silver-voiced orators and, felt the glow of their zeal,
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denies the intrinsic velue of a standard, ignores the nce Y
specie, and pins its faith upon Goverument dgecree. a for

It broke out in this country in 1873, when we were assured that
the stringency of the money market could be and should be re-
lieved by the-issuance of greenbzcks. It swept the country in 1878,
when sevgral States were earried into the vortex of greenbackism,
It made its most spectacular campaign in 1896, when we were
burled into a veritable babel of tongues denouncing the advo-
cates of a single standard as against an impossible double
standard of value, and when every man who stood ngainst the
dogma of the Government’s attempting to make by simple
decree 50 cents pass current for a dollar was stigmatized as
a plutocrat abandoning the money of the fathers. Who here
has forgotten the mighty enthusinsm of those days? Where g
the man who can not reeall the superb eloquence of men still
in public life. with influence in the administration, who from
the stump, the press, and the “ I'irst Battle” aroused a great
portion of our citizenship to pursue this phantom of fiatism less
than a score of years ago?

You say that is no longer an issue. Then, I answer, the dozma
that money is determined by the Government's stamp  will
ftlways find a strong following in such a Government as ours.
The issue dead! It will continue to offer us n panacea for na-
tional as well as political ills, Yesterday, when the gentleman
from California [Mr. HavEes] pointed out this feature in the’
bill, the gentleman from Indiana [Mr. KoroLy] asked, “Ave
they not the notes of the bank, secured by the Government? "
This {s naming the baby and then attempting to disown it. The
friends of the bfll are making strenuous efforts to reconcile
this populistic feature with the fact, widely recoznized, of its
abandonment by all the Governments of the civilized world
by saying the issue is made by the banks, secured by the col-
Etelg!s.l and made a first and paramount lien on the assets of

e bank.

If they believe this, why stipulate in the bill the specific re-
quirement that these notes shall be obligations of the Goveru-
ment? Why stipulate their redemption at the Treasury of the
United States, or reserve bank, which by this bill becomes the
fiscal agent of the Treasury? The two specific items of this
contract between the holder and the maker are placed with the
Government.

There is no other explanation. That provision went into this
bill as the price of the support of the element in this country
who believe the meal ticket can be substituted for the meal,
that the Government can stamp a chip a biscnit and it will be
a biscuit. When this bill came to the public first, Mr. Bryan
gent out his interview, printed throughout the country, indors-
ing this bill, and especially emphasizing the two points which
marked, as he stated, the triumph of the people, one the politi- -
cal and the other the recognition of the function of the Govern-
ment to issue its own notes. Here are his words:

The Dbill involves three fundamental principles :

b Ft‘{lres%ag:l?: notes issued must be issued by the Government and not
ySecond. The fssue must be controlled by public servants and not by
private ingtitutions or individuals.

Third. The emergency currency issued must be issued tbrough State
banks as well as through national banks,

The bill as prepared observes these three requirements: The
right of the Government to issue money is not surrendered to
the banks; the control over the mouey so issued is not re-
linquished by the Government ; and national banks are not given
a monopoly of the benefits flowing from the issue of these
emergency notes. That provision is in this bill as the price
openly paid for the support of the fiat crowd, not an inconsider-
able number among our people. Herein lies the seriousness of
this provision. If we stand upon the theory that the Govern-
ment can make money, we invite the demand that the Gov-
ernment should do it. Whenever a considerable portion of the
voters are convinced either by reason or the lack of it that the
Government's function is to issue notes, that portion will seelk
to be heard as often as the opportunity offers, Such a theory
Dlaces the money question into polities, the last place it shonld
be found. It makes It possible to go before the country with
it as an issue as in 1832, 1878, 1896, and again Pbrobably in 1916,
after this measure becomes a law.

Hard times are always mesasured by one's lack of money.
Relief from hard times comes by an increase of money. So runs
the campaign. If the Government can thus relieve us, we will
demand that it do it. .

Who has not heard the nostrum doctor out on the hustings
haranguing the people for their ignorance and vicious indiffer-
ence for not compelling the Government to make sufficient
money to place us all on * Easy Street”? We have all heard the
and a
04 :



APPENDIX TO THE CONGRESSIONAL RECORD.

287

times become stirred to anger for lack of governmental action
as they plead: “ Fellow cltizens, you are in great distress. The
smoke of yeur furnaces no longer ascends the sky, the clang of
your mills and workshops is no longer heard. Your workers in
metals and miners in coal are out of employment. Stagnation
of mills, depression of business, and public distress is seen on
every hand. What has caused these disasters? Manifestly, a
lack of money. Is there any man among you who has money
enough? If there be, let him stand forth and declare it. Is
there one who does not need more money to carry on his busi-
ness? [Cries of *No!’ ‘No!’] The bankers have brought you
to this by contracting the volume of currency, by destroying
the people’s money, your money. We come to save you from
this ruin. We insist that you shall have more money, not less.
We are'resolved to make and keep the volume of currency equal
to the wants of all,” and so forth.

This is the note we must expect when we propose to make the
National Treasury a bank of issue and to place, not in the con-
trol of Congress, but even the operatfon of the banking indus-
try, in a political board of seven men, five of whom must be
appointed by the same President, the vast money power of this
Nation to be administered according to the whims or the ea-
price that the necessities of a political party may decree.

Federalist as Hamilton was, the very antonym of Jefferson in
policy of finance, he held that such power was too great to be
centralized in the hands of one body.

The Government should never issue notes save in the last ex-
tremity. The greenback issue wans such extremity.

In times of war, should such disaster befall, the Govern-
ment’s obligation to such notes would be a serious burden, and
then this uunecessary blunder would be too late for correction.

BEQUIREMENT OF GOLD,

There are two very significant items in this provision for note
issue that demwand careful scrutiny—the redemption feature
and the legul-tender feature, The notes are to be redeemed in
gold or lawful money on demand. This pretends to preserve
the gold standard, but in reality it may mean its abandonment.
The two terms, “gold” and “lawful money.” are fraught with
the greatest significance. It raises again the question fought
out in 1836. All the agitation of that fateful campaign cen-
tered in the two words, “in ecoin,” written in the obligation of
the Treasury note of 1890. This note was identical in obliga-
tion with the greenback, except it added these two words. The
obligation ran:

The United Statcs will pay the bearer dollars in coln.

The entire silver issue of 1898 arose out of the policy of the
Government—whether the Treasury could safely refuse to re-
decin the note in gold and compel the holder to aceept silver.
There was no legal question. Tbe Government clearly had this
right, The only question was one of policy. Our Democratic
friends, under the lendership of the present distinguished Secre-
tary of State, declared the Government should use its option.
No matter whether the holder demanded gold as against silver,
the final decision must be left to the Government. The Repub-
licans declared such refusal to be a discrimination against silver
which would destroy the parity between the two metals.
Around this item raged the war.

The Republican Party won in the contest, and in 1900 the
gold standard was written in the statutes. 7The obligation in
the notes of the present bill provides redemption in lawful
money. What is Inwful money? It is gold, silver dollars, and
greenbacks. According to the Democratic theory of 1898 the
Government should exercise its option even against the will of
the holder of the note to redeem these notes in silver or green-
backs in case it did not have a supply of gold. In this connec-
tion what about the future supply of the Government’s gold, for
1f the Government should decide to maintain the gold standard,
the redemption feature of thuse notes will demand an increase
of gold for this purpose. But instend of looking to an increase
of gold the legal-tender feature of the notes insures a decrease
in the supply, since it makes the notes receivable in payment of
customs duties. Heretofore the Government has expressly re-
fused to accept either the greenbacks or national-bank notes in
payment of such customs. We have uniformly looked to this
source for our needed gold to supply the necessary redemption
functions. But here for the first time in our history, so far as
I know, we lave made this dangerous innovation. It fs at least
a pertinent question to ask, Does this proposed substitute of
currency as tender for customs, which in that degree depletes the
gold income, look to an abandonment of this standard onm the
basis that it will not be needed for redemption? There is no
question about the law or legal right in the premises. What is
the purpose of the administration? Suppose redemption of these
notes is demanded in gold, will the present administration use

its option to refuse and offer in its stead other Iawful money—
that is, silver or greenbacks? It probably will depend upon the
supply of gold. Suppose this doubt seizes the holder of the
greenbacks, the silver certificates, or gold certificates, and so
forth, how long after notes of this character are issued will con-
fidence repose in the minds of our business men?

The friends of this measure must not overlook the oft-repeated
utterance of this majority that under our “new freecdom ” we
shall have a competlitive tariff by which we will import miilions
of dollars worth of goods from abroad.

It is to be seen whether this bill In the interest of the foreign
producer as against our own will turn the balance of trade
against us. If it does, and that may happen, then our gold
must go abroad to settle these balances,

The burdens placed upon gold, if we maintain it as a standn rd,
and the two laws, containing provisions of depleting the fund in
this country, are ominous.

Under the law we have $346,881,000 greenbacks to be redeemed
in gold with a reserve to care for it of $100.000,0600. We also
by law hold $50,000,000 gold to care for outstanding Treasiury
potes, We have $1,000,000,000 gold certificates, which, of course,
require that amount of gold held in Treasury. not to be used
while the certificates are out, We have $700.0600,000 of silver
dollars and silver certificates together, which since 1900 depend
upon gold. Now, add to this sum the redemption needed for
the new notes, if you intend to preserve the gold standard.
Then answer me, What prospect do you have to eare for all
this when you are endangering an outflow to Europe on the
oge hndr;d and providing a substitute as against an income from
abroa

In connection with this fiat element in this bill the charge of
Secretary McAdoo that the banks of New York City were con-
spiring to depress the price of the 2 per cent bonds to arouse
the opposition of the country banks against the bill should be
carefully noted, because of two utterances. Waving aside the
question of the grounds for his statement, his utterance that
the 2 per cent bonds are worth their par value is stgnificant.
It reflects the one serious item in this sensitive subject. Tt is
another straw which points to the flat element in this adminis-
tration. MecAdoo gives the public to understand that the 2. per
cent bonds are worth 100 cents on the dollar, whether they are
or not, because the Government says so, or an official of the
Treasury says so. Fle ignores the ruling item 1n the regulation
of price, that a bond, like any other commaodity, is worth what
it commands in the open market and not what an arbifrary
decree of the Government may publish or an ofticial of the
Treasury might announce.

‘If the public are inclined to doubt the danger of political in-
fluence under the proposed currency bill, it wonld be well to
know the full significance of the Secretary’s meaning when he
expressed the hope that the depression would not be earried to
the point where the department would have to take action.
What action does an administration contemplate in preventing
the price of a commodity declining? Does it mean that prices
are determined by governmental decree rather than supply and
demand? If the administration is to maintain a price of secu-
rities, surely a slump in the market will at once be gromud for
an assault upon the administration. Here is an object lescon,
suggestive at least, of what might be expected by an adminis-
tration -in power, headed by a less honorable and patriotic wman
than the distinguished occupant of the White Honse, when he
might decide to use the power vested in him by the Glass bill to
continue in power.

The Secretary’s amusement over the statement that throwing
less than $14,000,000 worth of bonds on the market would affect
the price of the $700,000,000 is not in accord with the oft-
repeated statement that prices are determined by the de-
mands for the surplus. Most certainly if an offer of $14,000.000
of bonds would not be taken above a certain price, $700,000,000
would not rule beyond that price. .

RESCRYES,

I am in sympathy with the purpose of the authors of this bill
to make better uses of the bank reserves. It {s not true that
our present system is the cause of panics, but it is true that it
{s not designed to prevent them nor to relieve the stress when
they come. On the other hand, our system of reserves which
are to protect the depositors against such dangers, really en-
hance the distress by causing the banks to hoard the funds.

But the plan of this bill to assist in this purpose will not do
what it pretends. It pretends to prevent money from going o
the centers to be used in speculation. It will not do this.
Money does not leave the country for the centers hecause of
statutory enactment, nor for the lack of statutory enactment.

‘It flows with the ease of the current from the country when it

does not find employment to the centers where it does find em-
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ployment. No law enacted by this Congress can, nor should
it 1f it could, compel money to lie idle in the vaults of a country
bank most of the year when it could find employment elsewhere
to the benefit of the community which it serves, Neither should
it be compelled to go to a section where it does not find employ-
went. Money in q community unot in use is no advantage to
elther the community or its possessors. To undertake to forhid
by law money lying idle in Xenia from going to New York, where
it ean he realized upon for much of the year to be returned when
again calleq, is like attempting to prevent the growth of a city
like Detroit, or Pittsburgh, or Cleveland, or New York, or any
other place whose growth depends, not upon statutory enact-
ment, but the laws of nature. These cltieg owe their position
to conditions that do not nor could not respond to resolutions
or laws that might be enacted in legislative halls. T admit that
growth can be impeded by unwise legislation as it can be uug-
mented by wise laws, but after all you can not make water
run up bill by declaring it shall do so by Taw.

£ New York by its constant constructive development con-
tinues to demand money for its marvelous growth it will get it.
If the couatry banks hold funds not demanded during that part
of the year when by nature the country is not active in money
demand, who should say that this money must not be allowed to
go where it can be most profitably employed? Why should any
part of the country voluntarily cripple itself in the pretension
that it will prevent a movement that does not He within the
province of congressional legislation?

The advocates of this measure publish broadcast the assur-
ances that it will prevent the use of the reserves in stock invest-
mment. This profession is both unsound and misleading, It is
an attempt to punish the innocent in the name of the gullty.
The question of stocl gambling in New York is a matter for the
State to regulate. It does not comport with wise lezislation to
forbid liquid reserves from entering the grent fields of financial
operations because of a fear that such funds might be used by
those who are active on the stock exchange. The chief value of
such professions is to be found in the use that might be made in
the camprign upon the hustings. In some places the ability to
denounce the stock exchange and Wall Street Is n winning
slozan. While I should support all legitimnte efforts to curb
illegitimate dealings in futures, X do net wish to be a party to
an effort fo cure an evil that is not within our domain by crip-
pling thie bauking industry of the country. It is too high a price
to pay for campaign literature.

What the country bank neceds is a system that rendily re-

anonds to the financial activities of the community which it {-

serves, that it may facilitate the growth of business already
established, finance new businesses awniting development, and
conserve a system of credits which will inst!ll confidence in the
business inethods ¢of both banks snd their operators.

I am willing to admit that our duty is to modify our present
system. DMost people declare it archaie, and it is pronounced by
some the worst system in the world. Our distinguished Speaker
was quoted as so stating, It has been declared o patchwork
system, )

That is because, in addition to our specie, we have at lepst
five kinds of paper currency, viz, greenbacks, national-bank
notes, Treasury notes of 1890, gold certificates, and silver cer-
tifientes. While we denounce this system we should not forget
it possesses some elements that every valuable system must
possess. While our currency is various it is uniform. It matters
not whether it is greenback, national-bank note, or what not,
it will be received in any quarter of the civilized globe dollar
for dollar, It is also stable, for while the face of each bill indi-
cstes an obligation that may not be uniform, vet the Govern-
ment since 1900 stands ready to make each bill of whatever
issue equal to gold by standing ready to redeem it in that
metal.

Its safety is universally regarded throughout the world now.
It is also sufficient in volume, being a greater per capita circu-
lation than any other Government, save one, in the world.

Under this “worst system of currency in the world' this
country has gone, under Republican policies, by leaps and
bounds until to-day, although only a little older than the life-
time of an individual, it is now one and three-quarters times
wealthier than the next richest country wpon the globe, and that
country is over fifteen hundred years old. This is not a bad
record for the worst banking system of the world.

But I admit it has some bad features that ought to be cor-
rected, especlally the rigidity—the lack of elasticity.

WIill the Glass bill supply the elasticity without the loss of
these otLer qualities?

The wisdow of a law must be judged as you estimate the
strength of a chain. We never estimate the latter by the supe-
rior links, but by the weakest, Likewise we are compelled to

overlook the many most excellent features of this bill to seek
out the wenker features, upon which its value must be tested.

I wish now to recapitulateé some of the wealker items.

Flrst. Its compulsory .feature will cause it to be tested in the
courts, with a probability of its being pronounced unconstitu-
tional on the ground that it violates the provision of the Ameri-
can Bill of Rights, or that particular part of it which forbids
the taking of broperty without due process of daw. This fea-
ture has been eminently argued.

Second. It endangers stability by subjecting a system of credit
to .tlxe uncertainties of a political campaign. Here is g ynro-
vision for Dlacing the banking resources of {he Natlon, which
are equal to two-fifths of nll the banking resources of the world,
ina political board, subject to the impulses of public opinion.

Third. It fails to discriminate between governmenta! control
and governmental operation. The first is desirable; the last
should be avoided.

Fourth. It makes the Government Treasury a bank of issue,
a feature abandoned by all the countries of any significance in
the world. It thus Invites perfodic disturbance from the fint
element of our country, an element always present, in throwing
the country into a campaign for more and cheaper money. It
also cnlarges the Government's possibilities of serious embar-
rassmeut in case of war.

Fifth. In an attempt to make batter use of the reserves and
to prevent stock gambling it cripples the country banks hy limit-
Ing their powers to allow funds to flow and reflow whore husi-
ness demands will insure them a safe rate of profit as wall as to
serve their communities, .

Sixth. Tt raises the question of doubt ns to the purpose of
itz sponsors in regsrd to the gold standard.

Seventh. Conceding to it, for the saks-of avenment, ail ihe
virtues claimed by its advoeates, it still is but an experment,
with strong probability of its total failure because of its un-
workabie features,

I assert that this section 17 on note irsue of the nending hill
reserves or gives the nuthority to the Secrets ry of the Traasury
to reverse onr policy of maiontaining the gold standsvd, anid
thereby effectually nullifies the law of Martch 14, 1900, which,
by statute. fixed the gold standard for the country. This is the
{rinmph of Mr. Bryan in this legislation after n struggle which
has lIasted for just 20 years, when upon this very floor in
August of 15893 he made his first great fight for unlim'red Gov-
ernment issue. and so forcibly indicted the advosates of tie gold
standard. Among other things, he said:

These notes (the Sherman notes()‘ are & lezal tender redeemabie in

gold or rilver at the option of the sovernment. There 18 nlso a elnnse

in the law which states that it Is the policy of the Governivent to

maintain the parity of the two metals, he administration, it seems,

thus decided that the parity can only be maintnined by violating g
art of the law and miving the option to the lLiolder instead of to the
overnment. (Pp, 102-103.)

Speaking at Milwaukee in 1896 on the question of the goid
standard. Mr. Bryan denounced the gold standard as the source
of our troubles and declared the remedy to be in more money of
fiat character. Here is his statement -

There is only one way to stop this constant Issue of bonds, and that
Is to return to bimetalliem and allow the Governinent to esercise its
option of redeeming its cofn obligations in elther gold or silver,

In the same year in Knoxville, Tenn., Le said:

If theve Is anyoue who believes that the gold standard Is a good
thing or that il must be maiutnined, T warn him not to cast a vota for
me, because I promise him that it will not be malntained In this coun-
try longer than I am able 1o get rid of it.

Again, in a speech delivered at Indianapolis in 1896, Mr.
Bryan was reported by the newspapers to have said:

We have commenced a warfare against the gold standard and ex-
pect to contlnue that warfare untl) there shall not be n man §n this
country who will dare to raise his volce In favor of the £old staudard,

These statements of Mr, Bryan’s have been published over
and over again, and, so far as we are nware. have never heeun
denied nor has there ever been or is there now any reason for
believing that this gentleman has changed the opinions so ex-
nressed. Again referring to the Democratic Party's platform in
1800, indorsed by Mr. Bryan, we find the following :

We are opposed to the private corporation paper circulated as mouvey
but without legal-tender qualities, nnd demand the retirement of the
natlonal-bank notes as fnst as Government paper or sllver can Le sub-
stituted for them.

In the campnign of 1900 he was asked nt Wilmington, Del. ;

Will you, if elected President, require your Scerctary of the Treasury
to pay the Bherman notes in silver?

His answer was:

I want the Republicans who want that question answered {o first
find out what the law requires, and then 1 want them to know, if
clected, I will enforce that law,  But you nsk me to construe n Eepub-
lican law, ~nd 1 reply that I shall not construe a law uniil {t becomes
my duty to enforee if.
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There can surely be not a doubt in anyone’s mind as to the
meaning of that answer as late as 1900. If anyone is inclined
to believe that Mr. Bryan has changed front on the question
which has made him famous, let him read the necessary com-
meunts in the Commoner, especially along in the year 1908, when
the Vreeland currency bill was before Congress. Let him read
thie comments upon the bill as it Anally passed. No previous in-
dictment of the gold standard was more bitter than that of note
fssue by the National Bank Association of 1908, by the aid of
which Secretary McAdoo quieted the fears in the money market
recently when he announced he would resort to the $500.000,000
emergency issue if necessary to relieve the situation. Mr. Bryan
bas not altered his views, but he has triumphed in this meas-
ure. When f(rst announced the measure did not includq the
dangerous: items of unlimited Issue, nor redemption in silver,
‘Treasury notes, or greenbacks. It was originally placed on a
par with these notes, but not superior to them. For reasons
perfectly patent to all of us the bill was changed.

Mr. Dryan at once authorized his published indorsement.
Note his words. On June 24, speaking of the triumph In the
legislation, he said: )

The right of the Government to issue mouey is not surrendered to the
banks, The control over the money 5o issued is not relinquished by
the Government—

And so forth.

.He ends his interview in these words:

Only two classes, those who dispute the right of the pecople to Issue
through thrir Government the money which the people need, and those
who, distrusting the representatives chosen by the people to guard thre
Public welfare, wouid deny the Government officials control over the
csuance of emergceney notes,

What did Bryan demand in 1803? The continued issuance of
the Sherman note, payable in coin, the law which Cleveland’s
special session repealed.

What did Bryan demand in 1886? The Government should
exercise its option to pay the Sherman note in silver, which
would have placed the Nation on the silver basis, and which
would have driven the gold from the country. In this he was
repudiated.

What did Bryan demand fn 198007 That he would not con-
strue a Republican law until called upon to enforce it, which
meant he would not discriminate against silver, which, of course,
wus his position of 1886. In this he was again repudiated.

What did Bryan demand in 1804 and again in 1908? Read
his utterances, and especially the Commoner, to get the real
gist of his objection.

What does Mr. Bryan demand to-day?

First. An unlimited issnance of United States notes not by
the banks, but by the Government.

Second. These notes to have a legal-tender feature equal to
gold. beyond the greenback or the Treasury note. (In other
words, there is the triumph of the wildest idea of the green-
back days.) .

Third. They are to be redeemed in lawful money; that is. sil-
ver aud greenbacks, Treasury notes, as well as gold. Now, I
want to repeat the question so often put to Bryan: If in au-
thority the holder presents this note and demands gold, would
you, as you demanded in 1893-1000, exercise your authority to
give the Government the option to refuse to pay gold and vrder
it paid in *“lawful money ”?

If not, what is the menning of your statement that t:e Gov-
ernment has not relinquished its right over the control of these
notes? In that case what becomes of the law of March, 1900,
fixing the gold stundard? The right given in this bill to pay in
lawful money is the right to refuse gold. for the two are given
as coordinate but alternative. ‘The right is to pay either in gold
or lawful money. That right is equivalent to refuse to pay in
either unless you surrender the right of the Governmeut so to
do. but Mr. Bryan says this refusal to relinguish the right is
one of the two special triumphs.

Therefore this bill in this section is inconsistent with the law
of 1800, which entails upon the Secretary of the Treasury to
maintain the gold standard. It even specifies the reserves for
the purpose, how inuch, how secured, bow protected, and how
replenished, even to the extent of the issuance of bonds.

This law of 1900 i¥ certainly inconsistent with section 17. In
that case section 29 of this bill declares the law of 1900 of no
force in that degree. I ask the lawyers on the Democratic side
. of this Chamber, Does not this bill, if it becomes a law, repeal
the gold standard? If that is the purpose of the Democratic
majority, we ought to kmow it and the country at large has a
right to know it. :

Mr. Speaker, I desire fo compliment the Committee on
Banking and Currency for the character of the bill which they
have reported. I sincerely regret the manner, however, in which
it was brought to the House. Some of us who have been inter-
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ested for years as students of this subject would have liked .0
have had a part, at least a chance to offer suggestions in the
way of amendments to the plan. Witbout desiring to be
captious, I am sure the country would have accepted the work
of Congress, on this subject at least, if it could have been free
of all partisan labels, However, that is not a conclusive argu-
ment aguinst the bill. Aside from the partisan manner of
its framing, it does not come out as a Democratic measire in
toto. Indeed, it Is in many respects more Hamiitonian than
Jeffersonian.

It adopts the centralization feature of control, which is purely
Hamiltonian. It repeals the Independent Treasury system, so
dear to Jackson's heart. In fact, aside from the * soft-money”
idea in section 17, it is Hamiltonian almost entirely.

However, the bill should be amended, and probably will be
in the other end of the Capitol, so as to distinguish governmental
coutrol from governmenial operation.

It also should have provided for an administration based
upon efficient banking other than political banking.

It also should bave made the membership of Federal re-
serve banks voluntary instead of compulsory.

I have very serious doubts on the reserve section, which pre-
vents or attempts to prevent money in the country banks flow-
ing where it can best be employed. '

But by far the most serious section is that which refers to
the note issue, which renews the old greenback or silver agita-
tion of other years.

The chairman of the committee insists that this bill does not
touch the gold standard. When 1 asked him whether, if a
holder of one of these notes demanded of the Treasury gold in
redemption, the Secretary of the Treasury could not refuse {o
pay gold and compel the holder to take silver or greenbacks, he
did not answer directly but said the Government would not do
that. I first attempted to amend the section by striking out
the phrase “lawful money,” but the majority resisted this effort.

Belng assured by the committee that the bill does not intend
to touch the gold standard. I then offered an amendment declar-
ing the purpose to maintain the gold standard. ‘This is to test
the sincerity of the committee on this point. WWhile I regard
all the objectionable items mentioned s specific weaknesses of
the measure, I would be willing to forego further opposition to
the bill as a whole if the amendment maintaining the gold
standard is accepted.

Maine CongresEionnl FElection.
EXTENSION OF REMARKS

"HON. J. A./FALCONER,

OF WASHINGTON, «
In tHE House or{ REPRESENTATIVES,

Thursday, Sepiember 11, 1918.

The ITouse had under considerstfon the bill (T, R. 7<37) to provide
for the establishment of Federal re$erve banks, for furnishing an elastic
currency, affording means of rediscounting commercial Raper. and to
establish a more cffective supervisjon of banking in the Un!ted States,
and for other purposes.

Mr., FALCONER. Mr. Spetiker, under leave granted o ex-
tend my remarks in the Recorp, I submit the following:
{Post, September 11, 1913.]
THE RESULIS IN THB Muéw CONGRESSIONAL FLECTION,
The result of the electlon to ﬁél the vacancy o Cougress from the

third district of Maine can not cgrry much gratification to either the
leaders of the Democratic or those!of the Republican Party.

We have not heard of rejoicing! in tbe Democratic camp, and while
a distinguished leader of the Maige Republicans bas taken eccasion to
claim a great victory for “ new Republicanism.” whatever that may Le, .
it is not easy to perceive how a rpduced party plurality and a reduced
party vote on a pgreater total vote' than in the congressional clection of
119112 ﬁives a sound basis for apy party advantage, bowever loudly
claimed, t

That both the Democrats and f{epubllcans cxerted themselves to the
utmost to produce a result that!would justify tbe heralding through
the Natlon of a party triumph is well known.

That a decided Increase in the Democratic vote wonld have given a
victory that would have been nmpe much of by the Democratic leaders
in Congress. as well as those in' the executive departments and tliose
throughout the States, is admiftéd.

The indorsement of the admivistration and of the party policies by
abe‘ elgctom In such an lmportaqt electlon was very naturally ardcutly

esired. :

That such indorsement was nbt secured comes {herefore as a most
keen disappointment to the Burty in power: that while the vote of the
district increased nearly 1,500 over the congressional vote of 1912 and
400 over the total vote for President in that district last November,
{)et the vote for Pattangall Is nearly 2.000 less than the vote for Gould,

emocrat, in 1912, and 139 less {than was polled for Wilson, Democrat,
for President, this can be accepled as a declinc in popular support of
the Democratic Party. |



