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BANKING AND CURRENCY REFORM

The real opposition to this bill Is not as to Government control, upon
which we shall never yleld; It is not as ‘to the capital subscription re-
quired, which 18 preeisely that of the Aldrich scheme, unanimously
Indorsed by the American Bankers' Assoclation; it Is not as to the 3
per cent dividend allowed member banks, the exact llmit preseribed in
the Aldrich bill; it Is not as to compulsory membership, which was pro-
vided In another way in the Aldrich scheme; it Is not as to the bond-
refunding proposition, Infinitely simpler and less expensive than the
Aldrich device. It is none of these things, Mr. Chairman, that vexes the
Dig bankers. It Is a loss of profits derlved from a system which makes
them: the legal custodians of all the reserve funds of the <ountry,
$210,000,000 of which funds on the 24ih day of November, 1212, they
had put into the maclstrom of Wall Street stock operations.
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In rue Iouse or REPRESENTATIVES,
Wednesday, September 10, 1913

The ITouse in Commitiee of {he Whole ITouse on the state of the Unlon
had under consideration the LI (H. R, 7837) to provide for the estab-
lishment of IFederal reserve banks, for furnishing an elastic currency,
affording means of rediscounting commercial paper. and to establish a
more cffective supervision of banking in the United States, and for other
hurposes.

Mr, GLASS, Mr. Chairman, I desire (o present to the TTouse, ag
in Commitiee of the Whole, a brief explanation of IL R. 7837,
reported from the Banking and Currency Committee, with imma-
terial amendments, and to give the reasons which actuated the
committee in its construction and consideration of this measure.
I would ask the kind indulgence of my colleagues as I make
this pregentation of the bill; and would especially request that
the continuity of my speech he not interrupted, as the topie is
techmienl and as I am unused to addressing the Iiouse.
When we come {o consider the bill paragraph by paragraph
under the live-minute rule the chairman of the committee and
other members who have collaborated with him will be glad to
answer all questions, if they can,

1 think it is pretiy generally agreed that there is a pressing
necessity for curreney legislation in this country. ‘T'he country
itself thinks so if any signiticanee may be attached to the thou-
sands of letters received by the Banking and Curreney Coinmit-
-tee of the House within the last six months or to the resolutions
passed by hundreds of commercial bodies throughout the United
States ealling for immediate congideration and action by Con-
gress. From every quarter and from all classes of citizens the
demand has proceeded; and, in the judgment of the Banking
and Currency Committee, Congress should no longer evade an
imperative duty.

YA BARRAROUS SYSTRM”

IFor more {han a quarter of a century there have heen s{rong
symploms of an intense dissatisfaction with the prevailing na-
tional hanking and currency system; and this spirit of discon-
tent has heen aceentuated asg, from time to time,4he utter inade-
quacy of the system has heen made manifest in periods of finan-
cial peril.  While the existing system has operated satisfactorily
under ordinary business conditions, and while the administra-
tion of the system for (he 30 years of its history furnishes a
!‘i;:ll tribute to the integrity and elliciency of those concerned
in its operation and oversight, its very hest friend is hound to
wdmit, that, in time of stress and storm it has broken down
utterly,  This has occurred so often and the ensuing disaster
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has been go dreadful as (o cause the banking experts of other
nations and practical financiers everywhere to marvel at our
continued failure cither to adopt & better system or correct the
ovils of the one we have. Finaneial textbook writers of Europe
have characlerized our American system as “Dbarbarous,” and
ominent baunkers of thig country who, from time to time, have
appeared before the Banking and Currency Committee of the
Tlouse, have not hesitated to confess that this bitter criticism is
meritet. While we may beast that no note holder has ever lost
a dollar, and (hat the losses of depositors constitute an incon-
siderable percentage of the total iiabilities of the banks, never-
theless the failure of the system in acute exigencies has caused
widespreid business demoralization amd almost universal dis-
tre Irive times within the last o0 years financial catastrophe
hay overtnken the country under this system; and it would be
diflicult to compute the enormous losses sustained by all classes
of society—by the banks immediately involved; by the mer-
chants whose credits were curiailed; by the industries whose
shopg were closed; by the railroads whose cars were stopped ;
by the farmers whose crops rotled in the fields: by the laborer
who was deprived of his wage. The system literally hay no
vesorve foree. 'The currency based upon the Nation’s debt is
absolutely unresponsive to the Nation's buxiness needs: The lack
of cooperation and coordination wmong the more than 7500
national banks produces a curtailment of facilities at all periods
of oxceptionnl demand for eredit. This peculiar defect renders
dizaster inevitable.

EFFORTS AT REFORM.

I'or years the business and banking community has been
casting about for a remedy. 1In 1808 the Indinnapolis Monetary
Commizsion met and offered suggestions which were ignored.
Later the American Bankers’' Association at Atlantic City
drafted an emergency currency bill which was introduced by
Arv. Fowler, referred to the Banking and Currency Committee,
put never reported or enacted into law,  Several years {here-
atfter we had the Lovering bill, and next the Fowler bill, con-
sideration of which Iatter measure was rudely interrupted bv
the aetion of the Itepublican congressional caucus in May, 1908,
1gnoring the Banking and Currency Conmmiittee, the party caucus
agreed upon the Vreeland bill for an emergency currency and
enused the discharge of the Iouse Banking and Currency Com-
mittee from further consideration of currency matters at that
gession of Congress.  Mceanwhile, Mr, Aldrich had introduced a
bill in the Nenate and, by an act of legislative miscegenation,
the two became one, and in hyphenated form we have the
Yreeland-Aldrich law, which soon will expire by limitation.
Not one dollar of currency has ever been issued under its pro-
visions, thus literally confirming the prediction made at the time
by those who opposed the measure. However, the commission
for which the bill provided was duly appointed and for three
years, at a cost of nearly $300,600 to the (iovernment, prosecuted
the work of investigntion, making its report and recommenda-
tions to the Sixty-second Congress.

THE ALDRICIT SCHEMBE.

I do not desive at this time {o make any coments upon the
work of the Monetary Commission. Tt is treated in some de-
ail in the report of the Banking and Currency Committee
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which accompanies the bill now under consideration, It is
sullicient to say that those members of the Banking and Cur-
rency Committee peculiarly charged with the responsibility of
recommending legislation felt preeluded from considering the
so-called Aldrich bill by reason of the fact thatl the plaiform of
the Demoeratic Party adopted at Baltimore explicitly denounced
that proposed legislation. 1t is interesting to note also that the
blatform of the I'rogressive Party likewise denounced the plan
of the Monetary Commission, while the platform of the Iepub-
liean Party was silent on the subject. The wisdom of (hese
platform declarations has since been justified by the faect that
thousands of bankers have abandoned the Aldrich bill and even
some of those whom it was most intended to benefit have pub-
licly confessed that the measure containg some exceedingly
dangerous provisions.

The proponents of the bill now under consideration did not
hesitate to appropriate any suggestion of a meritorious nature
made by the Monetary Commission, just as the so-called Aldrich
scheme embodied many of the provisions of the Fowler bill and
the Muhleman central bank plan. We also made a eareful
study of the branch banking system of Canada and while we
found that it had admirably served its purpose in that country
we came to the conclusion that it would not be possible to apply
it to the American systemn without vital alterations which would
run athwart the banking principles and the business habils to
which the American people have been so long accustomed,
Ilence, after exhaustive investigntion and hearings, extending
over a period of many months, the pending bill was drafted and,
after full consideration as to every detail, is reported to the
House with the recommendation that it be passed. Thus, Mr,
Chairman, the Banking and Currency Committee feels that it
has fully discharged its own duty and that further responsi-
bility is with this body.

TIME TO ACT.

I venture to express the sincere hope that the ITouse will
not delay the enactment of this bill. The chief and ceverlasting
curse of attempled banking and currency legislation in (his
country has been the proneness of public men to proerastinate.
When the Vreeland-Aldrich makeshift was adopted ex-Secretary
Lyman J. Gage warned the committee and Congress {hat the
bill wag * merely a dangerous narcotic to lIull the Nation to
sleep, from which slumber it would some day awaken in
agony.”  Remembering that financial panies in the United
States are decennial, and that we are fast approaching the
time-limit from 1907 to 1917, it seems to me that the obligation
Lo legislate is immediate. We should no longer, from habit or
timidity, gravely shake our heads and insist that we “will not
be hurried in this matter ”; that we want turthor time for con-
suderation; that we must have other hearings and additional
information. Sometimes I am brought to wonder, Mr. Chair-
man, what sort of information ig wanted by the public men who
cternally plead for delay. 'There is no i{heme on carth upon
Which mformation may more readily be obtained than upon the
currency question. There is no topic upon which we have more
authoritative expert expression and there are few subjects upon
the general principles of which expert opinions are in groater
accord. If it did no other good, the Monetary Commission, at
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a cast of approximalely $150,000, assembled a great library on
the subject of banking amd currency reform, which for two
vears has been aceessible to every Member of Congress. Tess
than six months ago the Danking and Currency Committec of
the Ilouse closed exhaustive hearings on the subject, at which
the best selected representatives of every known national group
tostified --big bankers and litlle bankers, merchants and farm-
crs, credit men and manufacturers, currency experts, laboring
men and textbook writers. And there is scarcely a provision
of this pending currency bill which may not be related (o these
hearings., ‘They took the widest range and reflected every con-
ceivable variety of opinion; and there ig absolutely no excuse
for further delay.
THE PLEDGE OF I'ARTIES,

All parties are commitied to the solution of this problem.
When the Vreeland-Aldrich bill wasg passed five years ago the
Republican Party in Congress solemnly pledged itself to speedily
replace that temporary expedient with a permanent and com-
prehensive statule, while one of the latest public expressions
of the last Republican President was upon the necessity of bank-
ing and currency reform, Mr. Taft deelared that—

1t 1s more Important than the tariff, more Important than conserva-
tion, more Important than the question of trusts and moro important
than any political legislation that has been presented,

The last national platform of the Democratic Party com:-
mitted us to *“a systematic revision of the banking laws of the
country,” and the Democratic President of the United States
who was elected on that platform appeared at the Speaker's
desk of this ITouse more than two months ago and urged Con-
aress not to wait until “ the demands of the country shall have
bécome reproaches.” The President recommended the lines
upon which we should proceed, saying:

We must have a currency, not rigid as now, but readily, clastically
responsive to sound credit, the expanding and contracting credits of
everyday transactions, the normal ebb and flow of personal and corpo-
rate dealings.  Our banking laws must mobilize reserves; must not
permit the concentration anywhere in a few hands of the monetary
resources of the country or thelr uge for speculative purposes in such
volume as to hinder or impede or stand in the way of other more leglti-
mate, more fruitful uses. And the control of the system of banking
and if igsuc which our new laws are to set up must be public, not
private, must be vested in the Government itself, so that the banks
may be the instruments, not the masters, of business and of individual
enterprise and Initiative.

REGIONAL RESERVE DANKS,

Upon these precise lines this bill is cast. Guided by the
lamp of experience, taking note of the fact that, in time of
cmergency, clearing-house associations in the great money
centers, and even in smaller communities, repeatedly suc-
ceceded in arvesting financial disaster, the Ilouse Banking
and Currency Committee conceived the idea that regional
organizations of individual banks throughout the country
might effectually prevent disaster. Ilence, the fundamental
idea of the bill now presented is the creation of a new
class of banks to be known as Iederal reserve banks. The
country is to be divided into twelve parts, having reference to
capital and the existing course of business; and in each of these
regions is to be organized a Federal reserve bank. The mini-
mum capitel ig to bo §5,000,000 and the bank is to be owned
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and operated by the stockholding banks of the district, both
National and State. The eapitalization of the reserve bank is
to be 20 per centum of the capital of the stockholding banks,
one-half paid in and one-half subjeet to eall. The business of
the reserve bank will be the rediscounting of paper prescnted
by member bauks growing out of commercial, industrial, and
agricultural transactions, with a maturity in some cases of not
more than 90 and in others of not more than 120 days. These
banks may also buy and sell Government securities, gold and
silver bullion, foreign coin, foreign exchange, and open-market
bills of given maturity. They are also to conduet, without
charge, the fiscal operations of the United States Government.

Under this bill there is vastly less interference with the
existing independent banking system than was provided by the
Aldrich scheme.  ISach member bank is to deal directly with
its regional reserve bank in securing rediscounts, and in no
se is its paper to be guaranteed by other banks. While sub-
jeet to limited control by the I'ederal reserve board, the regional
reserve bank is given an independent status as well ag exceed-
ingly important functions. 1t has the initiative in fixing rates
of discount within its territory and the exclusive determination
of the amount of paper to be redlscounted for member banks.
It is operated by a board of nine dircctors, two-thirds of whom
are selected direetly by the member banks and one-third by
the Federal reserve board. Three of the nine directors must
fairly represent the commercial, industrial, or agricultural
interests of the community.

SMALL BANKS TROTECTED.

In order to provide against control by the larger banks of
A given distriet, the member banks of each region are divided
into three groups cqual, as nearly as may be, in number and
of similar capitalization. I&ach bank, regardless of ils size, is
given one vote in the selection of dircctors. Notwithstanding
the care which has been exercised to protect the rights of the
small banks in the selection of directors, fears continue to be
expressed that the larger banks of the district may control the
system. By reference to the last annual report of the Comp-
troller of the Currency anybody who entertains a doubt on this
point. may readily have his apprehension quieted. I shall em-
body the table taken from the complroller's report in my
remarks:

Class. Number. | Per cent. Amount. Per cent,

825,000, 01t en e aeaans 2,004 27.09 $50,069, 730 4.79
Over $25,000 and less than $50,000. .. 351 5.15 12,819,335 .23
$50,000 and less than $100,000........ 2,321 31.33 1214, 152,200 11.90
3")1),()00 and less than £250,000.. . 2,006 27.12 251,053,385 24.29
$260,000 and less than $1,000,000. .. .. 498 6.73 193,282, 230 18.67
$1,000,000 and less than £5,000,000. .. 169 2.29 234,305, 700 22,40
5,000,000 and OVeT..unseansannnnnn. 18 .24 175,000, 000 16. 72
Grand total. . iivvuenneninnnnn 7,307 100.00 | 1,016,012,550 100.00

It will be noted that of the 7,297 national banks 2,004 have not
more than $25,000 capital; 2,321 have less than $100,000; 2,006
have less (han $230,000, while only 685 banks exceed a capi-
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talization of $250,000. Thus of the 7,397 national banks in the
system 0,712 may be classified as small banks, making it next
to impossible for the larger banks to control

NUMBER AND RESOURCES.

"The question hag repeatedly been asked as to why the number
of I'ederal reserve banks is fixed at 12, to which T reply that the
number adopted is a compromise between the extreme suggest-
ion of 50 on one hand and 3 on the other. The great central
reserve city bankers advocate but & regional reserve banks, to
be located, of course, in their central reserve cities, while a dis-
tinguished member of the other branch of Congress advocatés 1
for each of the 48 States. The committee in fixing the number
at 12 gave consideration to the amount of available eapital of
all the national banks, which aggregates £1,046,012,580. 'Three
competent actuaries have made suggestive divisions of the
country into 12 regions, and there can be no possible doubt, if
all the national banks go into the system, that the minimum
capital can be secured in the weakest of the 12 distriets. The
New York bank will have approximately $20,000,000 capital;
the Ioston bank more than $10,000,000; the Chicago bank nearly
$11,000,000; the St. Louis bank $0,000,000; the Cincinnati bank
£10,000,000; the Pennsylvania bank $12,0600,000: the Washing-
{on bank $8,000.000, and, as previously stated, the weakest
bank in the system, loeated experimentally at New Orleans,
$5,500,000. "This, of course, is merely a suggestive division of
the country; the actual division is to be made by the Iederal
reserve board after painstaking investigation.

MThe resources of theItederal reserve banks can only be ap-
proximated. Basing the caleulation on the aggregate capital
of the unational banks, the Ilederal reserve banks will have a
capital of $10.4,000,000; about $100,000,000 in reserve funds and,
perhaps, $200.000,000 of Government deposity, making a total
of $701,000,000, giving them an aggregate credit-extending
capacily of great proportions. That such additional facilities
are needod for the development of the country can not seriously
be questioned. In this conncetion [ shall ask leave to insert
in my remarks at this point an Associated I'ress dispateh from
Sackett's Harbor, N. Y., under date of September 5, 1913, con-
taining the testimony of I'rank A. Vanderlip, president of the
National Cily Bank of New York City, who asserts that $2,000,-
000,000 ean be profitably invested within the next five years in
developing the electrical industry of this country alone:

COULD USH BILLIONS,
SACKETTS [lareor, N. Y., September 5.

Eight milllon dollars a weck for five years—=$2,000,000,000 in all—
can profitably be Invested In developlng the electrical indnstry in thig
country, In the opinion of IFFrank A. Vanderlip, presldent of the Natlonal
City Bank, of New York., Mr. Vanderlip so dec ared to-night in address-
ing representatives of the electrical Industry in the United States, mcet-
ing at Association Island. Tie said In part:

*In making such an estimate one does not need to draw on ones
jmagination. Little more Is needed than a grasp of present-day sta-
tistics, compared with those of O or 10 years ago, to give the basis for
such an estimate.”

LARGER USHE OF ELECTRICAL POWER.

“\When we think what is certain to be done In the way of clectrifica-
tion of steam railroad terminals and heavy mountaln grades; when we
reflect on the larger use of eleetrical energy for industrial power. in
agricultural uses, and in continued growth of necessary interurban
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lines, we do not need to look further into the possible development of
lhclin(lustry to see a requirement for $400,000,000 a year of new
capital.

“That means an $8,000,000 new capital Issue cvery weeck for the
next five years, It i3 such a capltal requirement that you gentiemen
are facing, and which must be successfully met if your energics are to
have an adequate ficld of display. Can you get it?

OTIIER DEMANDS FOnR CAPITAL.

“To got a full appreciation of the difficulties, you may well glance
outside of your own field, however, and note that there will mature
within that five-year period well over $1,000,000,000 ot steam railroa.d
securities.  The rallreads in five years will need, sayv. $4,000,000,000
for refunding and fresh capital. States and municipalities will absorb
in the nelghborhood of $1,500,000,000 more, g0 with the $2,000,000,000
your Indusxiry will need there should be provided between now and thz
cend of 1018 between $7,000,000,000 and §8,000,000,000 for these three
purpeses alone, to spy nothing of general industrial and other needs,

“rrhese are bewlildering figures, They sound more like astronomical
mathematics than totals of round, harvd-carned dollars, The raising of
these sams, however, 18 the practical problem that financiers have di-
reetly in front of them.”

FEDERAL RESERVE DOARD.

T do not desire to weary the House, Mr. Chairman, with too
detailed a description of the provisions of {hig bill; therefore
in the balance of my time I shall deal only with its several
vital features. Overseeing the whole new systemn of Ifederal
reserve hanks, as a capstone of the scheme, is created a Irederal
reserve hoard, consisting of seven members. Three of them, the
Secrefary of the Freasury, the Secretary of Agriculture, and
the Comptroller of the Currency, arce members ex oflicio, aml
the other four members are to be appointed by the President of
the United States for a term of eight yvears each. As set out
in the report of the committee, the reasons for the selection of
the two 'I'reasury oflicials is self-evident. The Treasury De-
partment not only is, but will continue to be, a fundamentally
important factor in the financial organization of the country,
white the Comptroller of the Currency, in charge of the national
banking system, will be a necessary adjunet in the managenment
of the reserve hank system proposed in this bill, The Seere-
tary of Agriculture has been added because of the belief that
conditions in the producing regiong of the country would deserve
special consideration at the hands of the Federal rexerve board,
and that the Secretary of Agriculture is the natural represen-
tative of these interests. It is further thought that the pres-
ence of this ollicial on the reserve board will give its deliberan-
tiong a broader character than if it were composed altogether
of members primarily equipped for the technieal details of
banking. The bill provides that not more than (wo of the
Dresidential appointees shall belong to the same political party,
thus emphasizing the view of the committee that the board
sliould be a nonpartisan institution.

NO CLNTRAL BAXNK.,

‘:y not a few persons of infelligent observirtion and long ex-
Derience the confident belief is enfertained that no necessity
exists for any central bady of control. They contend that we
might safely limit the operations of the new system to a given
number of regional reserve banks with the function of divisional
clearing-house associations and distinctively independent of one
anqtller. But the best expert and practical banking opinion
ingists {hat the first essential of banking and currcney reform
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is a correlation of all the national banks at least, so as to
render possible a quick mobilization of reserves at any threatened
point in time of emergeney.  On this latter theery was based in
large degree several curreney plans considered by the Banking
and Currency Committee of the Touse pricr to the adoption by
Congress of the Vreeland-Ahlrleh Aect; and altogether based
on {his theory was the proposal of the Monetary Commission
to establish a single reserve association, which in reality would
have provided a ecentral bank of banks., Indeed, in its final
analysis this scheme of the Monetary Commission, more famil-
iarly known as the Aldrieh bill, falls short of being a central
bank in (he broad sense of the term only because it contiins
no provision which would authorize the transaction of business
with the public. 'There was method in this omission, it being
part of the general contrivanee to avoid every semblance of
competition with the great banks of the country.

I have observed, Mr., Chairman, that certain eminent bankers,
appearing recently before a legislative committee of the other
branch of Congress, have spoken consistently and vehemently in
favor of a central bank; but if you will carefully examine the
hearings had by the Banking and Currency Committee of this
Iouse last winter you c¢an not avoid the conelusion that these
gentlemen do not mean exactly what they say. “They do not
want a real eentral bank. They simply want to establish a cen-
tral banking institution which they may econtrol and use for
their own convenienee, but to which the American people may
not resort for any business purpose whatsoever., 'T'hese gentle-
men, when appearing before the Banking and Currency Commit-
tee of the House, were distinetly asked if they should be under-
stood ag advoeating a national central bank with branches
throughout the country, deoing business with individuals, firms,
and corporations, as well as with individual banks, whereupon
they very promptly replied that they were simply advocating ¢
ceniral bank of banks. A central bank such as I have deseribed,
Mr. Chairman, or a central bank such as Andrew Jackson de-
stroyed, is the very last thing that the great banks of this coun-
try would desire to see, for the reason that such an institution
would necessarily import for them competition of the very sharp-
est description.  Ilence, in the construction of the bill of the
Monetary Commission, great pains were observed and much in-
genuity exercized to avoid anything of this kind.

VICES AND DANGERS AVOIDED.

Tn the report of the Banking and Currency Committee of the
Touse now bhefore the Members we have in some detail set forth
the objections of the committee to this Aldrich scheme, and in
the construction of the bill now under consideration the com-
mittee very anxiously amd carefully sought to avoid the vices
and the dangers which are now generally recognized in the
Aldrich plan.  In that plan there was absolute lack of adequate
covernmental control; and while there was great pretense of
proteeting the interests of small banks, the very genius of the
scheme and the involved nature of its mechanism made it cer-
tain that the practical operation of the syxtem would inure to
the advantage of the large financial institutions of the country.
Moreover, the possibilities of inflation under this Aldrich scheme
were so startling that the banking community of the country
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itself became alarmed; and the distinguished publicist whose
nhame and fame were chiefly associated with the measure was
briactically driven from the public platform by the terrific ex-
Dosure of this defect in the bill by a prominent banker of the
West, addressing n society of political cconomists and showing
that it involved expansion to the amount of six thousand mil-
lions before the regulating tax applied. Iiven James B. I'or-
gan, of Chicago, and John Perrine, of California, strong advo-
cates of the scheme, admitted that it provided “ such vast credit-
extending power as to be almost beyond belief and certainty far
beyond requirements in any panic.” Aside from ils clumsy
mechanism, its dangers of inflation, ils peril to the independent
banking system which the spirit of this Republic and the busi-
liess habits of the American people have for 0 years sus-
tained, the whole thing was literally saturated with monopolistic
tendencies.

In the Federal reserve board, which the bill reported by your
committee provides, there will not be discovered any of the de-
feets which were essential features of the Aldricl Dill. No
capital stock is provided; no semblance of acquisitiveness
brompis its operations; no banking incentive is behind, and no
financial interest can pervert or control. It is an altruistic in-
stitution, a part of the Government itself, representing the
American people, with powers such as no man would dare mis-
use. I do-not ignore the fact that the batteries of the big
bankers have been directed against this board or that the
sharpest criticisms of this bill relate to the powers with which
this Iederal reserve board is vested; and yet, Mr, Chairman,
there is scarcely a power enumerated in section 12 of this bill
which has not been exerecised by the Government for 50 years
or, indeed, which has not been confided to one or {wo public
Tunctionaries.

NO IXTRAORDINARY YOIWERSY.

Nearly every power conferred by this bill on the I'ederal re-
Serve board, composed of seven members, has been for half a
century vested by the national bank act in the Sceretary of the
Lreasury and the Comptroller of the Currency, to be exercised
In the conduct and control of the national banking system, It
does not seem necessary lhere and now to enumerate these
Dowers; they relate to examination, regulation, publication, and
control. Strictly speaking, the IFederal reserve bhoard performs
o banking function; the banking business of the system is
Within the exclusive jurisdiction of the regional reserve banks,
owned and operated by an aggregation of individual member
banks, But two of the powers conferred by this bill upon tha
Lederal reserve board have been brought in serious question or
Subjected to pungent criticism. One of these powers is the right
of the board to require, in time of emergeney, Federal reserve
vanks to rediscount the discounted prime paper of other IFederal
reserve banks.” And it is a singular fact that the raging con-
troversy which {his provision lhas avoused was initiated by
bankers who contributed thousands of dollars {o fasten upo
this country the wretched Aldrich scheme, which would have
Impounded the surplus funds of the entire banking community
Of America in the vaults of a single central bank, to be by it
transferred at any time to auny point for any purpose that might
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appeal to the sweet will or whim of the governing board of
that institution. Iere we provide, under the severest restrie-
tions, a mobilization of banking strength *in time of emer-
geney,” by requiring a strong regional reserve bank to go lo the
temporary relief of another regional reserve bank in a plain
business transaction, without risk, but actually with greater
brofit to the succoring bank than it might command under
ordinary eircumstances.,
MOBILIZING RESERVES,

This power literally correlates the regional reserve bank Sy
tem; it is a part of the procesy of mobilizing reserves.  And
yet gentlemen of the banking fraternity who have for five
years persistently rolled this phrase on their tongues malke
this provision of the commitiee’s bill an object of bitter attack
They were perfeetly willing, under {he Aldrich scheme, to con-
fide this power {o bankers, operating for gain. but are unwilling
to lodge it with the Government of the United States to be used
for patriotic purposes under a system devised for the good of
the country, including the solveney of the banks (hemselves,
As a matter of faet, Mr. Chairman, strictly safeguarded as we
have it here, this power is neither dangerous nor extraordinary.
It is essontinl to the system proposed and somewhaut analogous
to the power exercised for years by the Secretary of the "Freas-
ury alone, when, in time of emergency, he has withdrawn Goy-
ernment deposits at will from banks in one part of the country
wd (ransferred them to banks in another part of the country
in an cffort to cure a desperate situation, the difference being
that, whereas the transfers have heretofore been made (o the
great money centers for the purpose of arvestime stock- sambling
panies, the transters under this bill, if ever required at all, will
be made to promote legitimate commercial transactions.” Suel
transters, you will note, are only required by this bill to be
made in time of exigency, We believe that the power will not
be invoked once in half a century, for the reason that if this
bill should be enacted into law it will so withdraw the reserve
funds of the country from slock speculative uses and apply
them to commercial, industrial, and agricultural {ransactions,
that we shall rarely ever again have bank panics in the United
States.

SCSPENDING RESERVES,

The other power conferred by this bill upon the Federal
reserve board which has been moderately criticised is the
right given said board (o suspend the reserve requirements
against deposit linbilities,  Yet, Mr, Chairman, a power akin to
this has been exercised by (he Comptroller of the Currency
with respect to national banks for nearly 50 years. Under
section 5191 of the national-hank aet, the Comptroller iy im-
plicitly authorized to tolerate for a period of 30 days a viola-
tion of the reserve requirements of the act without applying
any penally. By this oflicer the power has sometimes heen
abused and violations have been {olerated for several years
instead of for a single month. 'The penalty prescribed by the
national-bank act for the offense indieated is so radieal that
it has not been applied in the whole history of {he national
banking system.  Bul here we have committed the power to
a board of seven men charged with the duty of presceribing and
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enforeing a reasonable penalty for violation of {he law. TLike
the power of enforced rediscounts, this function will rareiy, if
ever, be exercised by the Federal reserve board. It is, how-
cever, important that the Ifederal reserve board should have
this power. It was suggested by the fact that three times
within G0 years the British Parlinment found it necessary to
sanction by law the action of the Bank of Bngland in suspend-
ing specie payments in order to arrest panics in Great Britain.
“TOLITICAL CONTROL."

But, Mr. Chairman, bitter as has been the eriticism leveled at
the powers of the Federal reserve hoard provided by this bill,
they have not been comparable to the denuncintion by big
banking interests of what is termed the “ politieal structure”
of this board. It is contended that the banks should have at
least a minority representation upon the I'ederal reserve board;
and T frankly admit that the claim upon its tace scems both
reasonable and expedient. Indeed, the first tentative draft of
thig bilt contained such a provision; but, afler thorough con-
sideration and full discussion, a different conclusion was
reached. *YThis FFederal reserve board is distinetly a Government
institution and cwminent bankers who were here in Washington
last winter and spring contending for representation were niet
with the challenge to cite one instance where private interests
were represented on any Government boavd in this or any other
civilized country. They could not answer.

As already pointed out, the associated banks will own and
operate the regional reserve banks provided by this bill, which
are made after a period of years the exclusive mediums of Gov-
ernment issues and subject to no severer examination nor
greater control than national banks of the existing system in
their relations to the Government. If it may be said that they
have important responsibilities, it may likewise be said thatg
they are given great privileges, holding the reserve funds of the
country and the deposits of the Govermment, mmounting in the
aggregate to nearly $G00,000,000. The Ifederal reserve board,
technically speaking, has no banking function. It is strietly a
board of control, properly constituted of high Government ofli
clals, doing justice to {he banks, but fairly and courageously
representing the interests ot the people. The danger which the
banking ecommunity professes to see is not the real danger
which L apprehend. The bankers seem to fear that men of {heir
craft will be excluded; but the real peril of the provision is the
bossibility of too many bankers being included. Observe what
T mean: The Secretary of the Treasury will be a member of
this board, and nine (imes out of ten that functionary is a prac-
tical banker. . The Comptroller of the Currency will be 1 mem-
ber of this board, and nearly always that oflicial is a practical
banker. In addition to this, the bill requires that one of the
four presidential appointees shall be a person of banking ex-
berience; so that we shall undoubtedly have ample banking rep-
Tesentation on the board, and the talk of political control, in
the last analysis, is {he expression of a groundless conjecture.

A TUTILY OUTCRY.

No great reformation in any existing institution was ever
accomplished except in the face of severe contention. The clat-
ter which we have heard in certain quarters about the ““ uncon-
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stitutionality " of thls proposed system and the * confiscatory ”
nature of the power conferred upon the IFederal reserve hoard is
merely part of a cunningly devised propaganda to foree conces-
sions in another direetion and to coerce Congress into yielding
on certain other pointy which vitally affeet certain big hanks
with extensive stock exchange connections. We have taken
every reasonable precaution against asserting any power here
that may be regarded as unconstitutional. We are not proposing
{o disturb any vested interest, There is nothing of a confiscatory
nature in any of the powers to be exercised by the IFederal
reserve board. Thig talk takes us back to the predictions of
disaster when the Interstate Commerce Commission was estab-
lished.  Then there was an outery that Congress was about to
“disturh the business interests” of the country; then we en-
countered the frantic contention that the Government was about
to **seize private property.”

Senator Hoar, of Massiehucetts, said:

Here is a proposition which would be destructive to great business
interests of the country, especially to the export husiness of the princl-
pal ¢liy of the State which 1 vepresent. T hope the public interest
affected will have a full opportunity to be heard.

Senator Nelson W. Aldrich, of thode Island, said:

In order to cure evils which are apparent to the farmers of Illinois
or Michigan, you propose (o demorvalize the whole commerce of the
conntry ; you propose to establish an arbitravy, unjust, unreasonable,
impracticable rule.

Senator Orville II. Platt, of Connecticut, predicted that the
passage of the Interstate Commerce bill—
would result in an immediate rate wac by all the rallroads of the United
States, the evil consequences of which would he greater than any evil
now existing under pooling contracts. It would ruthlessly demoralize
pusiness and be tar-reaching in its injurious vesults.

Senator Teland Stanford, of California, declared:

I this bill shall beeome a law Its consequences will he most disastrous
to the various business interests ol the countwy.

Senator Joseph . BDrown, of Georgia, said:

The fact that a few bad men have controlled great lines of railroads
Is no reason why Congress should seriously cripple the great railvoad
interests of the country and destroy the property invested in by hun-
dredy of thousands of people.  'This bill will prevent the rapld and
cheap transportation of commodities, retard the growth of our cities,
and do immeasurable damages to our productive resources,

Gen, Chartes I Grosvenor, of Ohio, predicted that:

It will unsettle vates, disorganize the industries of the country, and
thus force a reeonstruction of systems of production, Meantime labor
will suffer, farm produets will lack a remunerative market, and uncer-
talnty will discourage fndustry. It Is a dangerous stride toward Ten-
tralization of power in the hands of the few to the hindrance, vexa-
tion, and permanent injury ot the many,

Willinm (%L Oates, of Alabama, said:

In Holland {t is a ecapital felony to kill a stork, because (he stork
destroys the cels which bore through the dikes and inundate the coun-
try. ‘'o my mind this bill Is a knot of cels which may bore through
the dikes of safety and flood this country with trouble. I view It with
grave apprehension.

Charles 1. Allen, of Massachusetts, declared:

"o pass this bill would be to put us at very great disadvantage, and
while T am not prepared to go so far as some and sec in imagination the
yawning walls mavking In desolate ruln the spot where once stood
theiving and populous factories, yet I must say * * * that the
result of any shrinking of values i3 quite likely to show itself first
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upon the poor people. * * * T must protest against the passage of
this measure, destined as it Is to work an injury against New England
and New Iingland interests.

Lewis ITanback, of Kansas, said;

My judgment * * * jJeads me to believe that the legislation pro-
Doscd by the bill in question will be fatal to the best Interests of my
State, as well as to the whole country. I think it Is safe to say *
that these great lines of Industry, the product of capital and the em-
bloyer of labor. ought not to be interfered with, as they will be by the
brovisions of this Dbill.

I. Newton Iivans, of Pennsylvania, said:

It i3 also of the ulmost importance that we legislate so that the mil-
llons and millions of dollars invested and otherwise employed in the
Internal commerce of this vast country shall not be so deranged as to
bring about a ecrisis In our financial affaivs, which not only bankrupt
many railroads, but, like the pehble on the smooth waters, Ifs Intleence
Would be felt far nud wide. Agriculture, commerce, manufactures, and,
most of all, labor would suffer greatly by such a result.

The National Republican (Republican), of Washington, com-
mented :

It is fair. to suppose that Congress did not intend to wreck rallways,
to ruin comwmunities, to destroy private properiy, to impoverish whole
sectiong of the country, to break down manufacturing Interests, to mive
forelgn traders the advantage over hame ones, to diseriminate over one
bort In favor of ancrher, te. advance the Interests of the Canadian rail-
ways, or to reenact the elvil rights bill, yet it did all these things when
it passed the LIl entitled “A DbHI to regulate commerce.”

The Chicago Journal (Republican) reflected newspaper opin-
ion largely when it said:

The I'resident should be urged to call Congress together at once that
It may rescue the commercial Interests of the country from impending
disaster, ILet the power that cnacted the offending s{atute he given an
Ontportlmity to right the great wrong it has done—and the sooner the

ctter,

TIHE CRITICS CRITICIZED,

And now, Mr. Chairman, in connection with this bill, we have
the same outery from interested quarters and through inspired
hewspaper comment.  The crities, whether of one political party
or another, accentuate objection to Government control and
affect to stand aghast at the tremendous power coniided to a
Dolitical bonrd. 'This eriticism emanates at times from men
who should be ashamed to project it; from gentlemen who stomd
Upon {hig floor and upon the floor of another chamber five years

td vehemently supported the Vreeland-Aldrich Act. Those
now affect consternation at the powers with which we pro-
to vest this I'ederal reserve board should look to their
records in currency legislation. When they complain that
ye thls Government board of seven public officials the arbi-
.7 right of note issue, for very consistency’s sake they
Should recollect that under the Vreeland-Aldrich Act they voted
to confide this power in even more arbitrary degree to the Secre-
lary of (he Treasury alone, thus conferring upon a single politi-
cal appointee of the President the tremendous responsibility,
a8 well as the great power, of dispensing $500,000,000 of cur-
rency and, within his sole discretion, determining the validity
and sufliciency of $630,000,000 of commercial paper and other
8ecurities,

Among other things, the Vreeland-Aldrich bill, section 2, deal-
Mg with the application of banks for currency, provides that:

Comptroller of the Currency shall immediately transmit such ap-
Plication 4o the Sceretary of the ‘I'reasury with such recommendation
1o he thinkg proper, and If, In the judgment of the Sccretary of the
treasury, business conditions in the locality demand additlonal circu-
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Iation, and if he is satisfied that a lien in favor of the United States
on the sccurities so deposited and on the assets of the banks composing
the associntion will be amply suflicient for the protection of the United
States, he shall direet an issue of additional ecivculating notes to the
association on behalf of such bank, ete.

I beg these erities to note the language of the statute:

If in the judgment of the Secretary of the Treasury husiness condi-
tions demand additional cirenlation !

And again:

If the Seeretary of the Treasury be satisfied
that the securities deposited are amply suflicient for the protec-
tion of the United States. Could anybody conceive of power
more arbitrary or of centralization more complete? There i»
nothing comparable to it in tihis bill, for here we commit the
power to a board of seven, having a trained and trusted repre-
sentative at every point of origin, applying every precaution and
going through every detail known to prudent banking processes.

When this extraordinary power was conferred by this Ilouse
five years ago on a single oflicial of the Government and objeetion
was made by Mr. Jaymes, now a Senator from Kentucky, the
leadding Republican member of the Banking and Currency Com-
mittee, Mr. BurtoN, now a Senator from Ohio, exclaimed with
much feeling and effect:

I say that for one I favor lodging authority with the Seccretary of
the Treasury and allowing him, under the great responsibilities of his
position, to determine the amount of issues rather than to leave the
decisions to the banks.

With how mueh more reason, Mr. Chairman, may we who
stand for this currency bill insist now that this power shall be
lodged with 2 Government board, composed of high and ex-
perienced men, four of them with long tenure of oftice and all of
them, let us hope, keenly appreciating their great responsibilties
and courageously determined to do their duty ag representatives
of the American people.® There i8 no polities in this matter;
there ean be none. It is my earnest conviction, based upon long
and serious refleetion, that no man can conceive, as none has
yet pointed out, how any part of this system can be perverted to
political uses. In my judgment if the United States has ever had
a President ingenious enough to do this evil thing, it has never
had one desperate cnough, and never will have one shameless
enough, to thug betray the confidence of the Nation. I ]1:11)[)00(&[71%?-‘
to be present when an eminent banker suggested such a paksls
bility to the present occupant of the executive chair, and hegrirfgts
this banker vainly challenged to show how it might be
shall not goon forget the emphasis with which the Presidottiof «~ -
the United States declared that no man would ever be found
who would be willing to imperil his reputation or tarnish his
fame by so flagrant a prostitution of his high oftice 1M It brought
to mimd the splendid declaration made on this floor by Con-
gressman BurtoN, of Ohio, five years ago in discussing this very
topic, when he compaeted the whole, thing in a single sentence,
exclaiming :

There are exceutive aects which are theoretically possible, but which
the incumbents, with thelr weighty responsibilities, would never dare
perform, because they would know that if their course was marked by
favoritism or injustice they would be discredited while living and dis-
honored when dead.

The X ray of publicity is turned full upon the operations of
this IFederal reserve board. There ean be nothing sinister about
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fts transactions.  Meeting with it at least four times a year,
and perhaps oftener, will be a bankers’ advisory council repre-
senting every regional reserve distriet in the system. This coun-
cil will have aeeess to the records of the board and is authorized
to give advice and offer suggestions concerning its general
bolicy. Ilow could we have exercised greater caution in safe-
guarding the public interest?
BANKING REFORM AND TIIII FARMER.

For a brief period and in certain quarters this bill was as-
sailed by those who professed to believe that it was written in
the interest of the creditor class. T suspect, Mr. Chairman,
that there are some folks who are ineapable of accurately dis-
criminating the real “ecreditor class” when it comes to the
lmnking business. As a maiter of fact, in the great volume of
business (ransactiong the *creditor class” is the people who
loan money to banks. In {his sense the banks themselves are
distinetly debtors to their depositers notwithstanding the Iatter
are many times borrowers of money and credit.  Bnt, for popu-
listic purposes, the “debtor clags” has been craftily turned to
mean everybody who borrows or desires to borrew money; and
the attempt is made to have it appear that under this bill
greater difliculty will be experienced by “the plain people ” in
egotiating loans than under the existing system.

A persistent and pernicious effort has been made to (:1'0:11.0
the impression that this bill, in some unexplained way, discrimi-
nates against the American farmer. To cure these imaginary
discriminations there have been suggested finaneial nostrums
that would cause the judicious to grieve and whieh, if accepted,
would involve the whole country in ruin. DPresented in the
interest of the farmer and in the name of Democracy, they
would impoverish the former and eternally diseredit the latter.
Some of these suggestions have been prompted by an exuberant
but utterly misdirected zeal; others by a pitiful ignorance of tho
subjeet, and others still have their inspiration in the perennial
and ‘ubiquitous demagogy of a certain class of pollticians. 1t
would have been sheer foolishness, Mr. Chairman, for the pro-
bonents of this bill to have undertaken any diserimination
against the American farmer, to whose favor a vast majority
of Members here owe their politieal existence and whose inter-
ests they were commissioned to represent. And, sir, it would
have Dheen cowardly in the Banking and Currency Commitice
of the Ifouse had it sought {o please the agricultural interests
!’.V partial legislation, hurtful to the banking and commercial
interests of the United States. We have done neither of these
things. We have sought to do exact justice to all classes; and
any public man who would have us do otherwise affronts the
Intelligence and disparages the patriotism of the American
farmer no less than he outrages the sense of justice of the
Ameriean merchant and banker. It is gratifying to report to
the Tlouse that while in some directions there have been mani-
lqst:ltiulls of selfishness and in others amusing rhetorical ex-
hibitions in behalf of the people, the committee has had a
clear perception of its duly and hag glekled neither to greed
hor to declamation. It has steered a straight course, right be-
tween Neylla and Chavybdis.
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The requirements of the American farmer for bank credit are
no different from the needs of other members of the community.
The farmer requires loanable capital to enable him to extend
his agricuttural operations as far as there is profit in them, and
to take advantage of market conditions which call for the
application of more wealth than he actually possesses.  IHow-
ever, while thus essentially on the same basis as others in re-
spect to loanable fumds and his need of credit, the farmer is
peculinr in the respect that he ovdinarily requires a longer
term of eredit than do some other members of the community,
and in most countries regquires currency in the transaction of
his business rather than book eredit with the banlk,

FARM LOANS.

The present bill is intended to render capital available to
bhanks through the rediscount operation, and at this point { de-
sire brieily to eall attention to those phases of the bill which
bear upon the farmer and his welfare and in regard to which it
is probable that the agriculturist will be directly helped.

I'n secetion 14 of the bill we have provided for the reliscount-
ing of paper possessing a maturity of not more than H0. days
in one case and in another case paper.possessing a maturity
of not more than 120 days.  In the same section we live pro-
vided for the making of acceptances by mitional banks and the
rediscounting of those aceeptances by Ifederal reserve banks,

There has been a great deal of misapprehension in many quar-
ters with reference to the meaning of the Y0-day provision in
this paragraph. The claim has constantly been made that tins
90-day provision would be of no service whatever (o the farmer,
because the farmer never bothers with so short a loan as 90
days. Thig, of course, is an eatire misapprehension of the whole
situation.  The terms of the bill do not provide that the paper
shall not be discounted if it runs more than 90 days, but merely
that it shall not be discounted untit it is within 90 day of matur-
ity. In other wads, the bill enables the banker who holds the
farmer's paper to shovten the life of the farmer's paper by 90
days and to that extent get new funds with which to aid the
farmer.  Now, just what does this mean?  Ruppose that the
loans of a farming community ade by national banks will
average Y0 days, with a renewal for 90 days, or six months in
all, It is evideut that a bank which Lad loaned, let us say
$25,000, for four months would be able to present this paper at
the end of the first 50 days of the life of the loan and {o get a
rediscount for the remaining 90 days. That is to say, it would
be able to draw back the amount of the farmer's credit at the
end of the first 30 days and (o relend that sum to other people.
Wihen the time came for renewal the bank would, of course, have
to be in position to pay its loan or rediscount to the Lederal
reserve bank if it extended the farmer’s accommodation for
another 90 days out of new funds that have come in meanwhile;
but it could again rediscount at the end of another 30-day
period. In other words, if the community were doing its bank-
ing upon a four months' period of credit the bank would be
abie to shorten thig in practice to a 30-day period of credit. It
ig entirvely conceivable that by this process it should practically
treble the amount of banking capital which it could, if necessary,
place at the disposal of the community,
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Now, 1et us suppose that the country bank, as is no doubt
Htequently the eaxe, does not have a steady run of loans such
a8 would justify the use of the method just deseribed.  Let us
Suppose mstead of that that the demand for loans is likely to
be *“bunechied ™ in the late spring and then to slacken so that the
Iunds of the banks ave tied up on, let us say, six months' paper
Under the 120.day provision of (his bill sucl banks would he
dble to take six months' paper as soon ag it was two months
Old to a Federal reserve bank and rediscount it. In other
words, funds that would ordinarily have been tied up for four
months longer will now be actually available to meet such
Wditional demands as may come to the bank in the course of

1¢ summer and early autumn, Here, again, it is evident that
ne loan period being practically cut down by two-thirds the
loaning power of the bank is trebled, assuming that it is able
to obtam from the Iederal reserve bank the rediscounts for

has the basls in the shape of paper growing out of
agricultural transactions.
ILANDLING FARM CRODS.

I have been constantly hearing that the proposed bill afforded
0 basis for accommodating the farmer who had raised his
clops and who desired o get means that would emitble him to

Ty tiem along pending improvement of prices. Nothing
could be more unjust or further from the facts of (he caxe
than tins. As a matter of fact, the bill makes ample provision
Tor the handhng of the great export crops of the country, such
a8 cotton, wheat, corn, and the like. Not only dees 1t provide
101 loany of the kind already referred to, but in the paragraph
Lelating to acceptances it makes ample provision for cnubline
the owner or raiser of crops to retain the title to them while
tney are being disposed of abroad. et us see how this works
1L a cotton grower in the South, for example, needs funds he

arrange with a bank near hig home to grant him a specified
Cledit of, say $40,000. In (his event he would draw a bill of
change or draft on the bank in question for, say, six months
auu would attach to it the documents showing shipment. The
bank would aceept this paper and he would thea be in position
Lo sell (he bill practically anywhere, The credit would he based
on an actual ownership of cotton protecting the actual amount
'L tite bill and imvestors practically everywhere would feel en-
vy at liberty to purchase this paper freely beeause it had
heen guaranteed by the bank which aceepted it. Everywhere

U the country where there were idle funds there would be a
Wmand for these bills. Not only Iederal reserve banks, but
vtier hanks would constitute n market for such bills,  When

Uiscounted there they would constitute a virtual extension of
fredit to these banks, enabling them to inerease their loaning
Dbower tremeadously and thereby to give to their customers

modatlon which the Iatter could not otherwise have ex-

becteq
LOWIR INTEREST TO I FARMIER,

Che unquestionable effect of this new system would be to draw

51w idle in various parts of t{he country to those regions

“’_1“‘_"0 ey could be used (o bost advantage, and as a result {o

(llll.ll"‘“l the rate of interest prevailing in the communities

Whictu (g receive the additional eapital through the use of the
10022, 10356



20

acceptance method. T'here is no reason why at the present time
there should be variations in rates of interest from o per cent
in New York City to 12 or 13 per cent in small towns in the
cotton-growing regions. If o standard kind of paper were pro-
vided it should command exactly the same confidence and bear
oxactly the same rate of interest in one part of the country as
in another. Thix would mean that acceptances based upon
woods - protected by cotton in this instance—would eonstitute
a standard kind of paper which would be available for redis-
count at any IFederal reserve bank, as well as purchasable by
investors and banks everywhere throughout the country. ‘The
consequence would be, as already stated, a very great reduction
in the rate of interest to the grower or tactor who had produced
cotton and merely required leanable funds as a basis for
husiness,

It is true that the uge of the aceeptance principle is limited in
this bill to those continoditios and operations that are connected
with exportatien and importation.  ‘This lmitation has been
complained of by many of those who believe that ils extension
to domestic operations would be highly advantageous to industry
and would he free from the dangers which others have pre-
dicted.  Whatever opinion may he entertained on this head,
however, it is coertain that the cotton grower or the wheat ship-
per ean not sare it inoany such proportion as can other commer-
cinl faclors. The fact that o muel of our cotton goes abroad
and that we still €hip grain in enormous quantities means thag
thoge who are cencerned in the exportation of these items have
been exceptionslly favored through the restriction of the ac-
coptance business to them so that whatever funds are ready
to be employed in that line of paper will go diveetly and with-
out interferenee into the channels afforded to them by the trade
in these commaodities.

[ want o add an emphatic word upon the other phase of the
subjee! to which I have already referred -—the farmer’s interest
in gelting not only accommodation under the terms ot this bill,
but hig interest in getting it in the cheapest possible way., T
have already indieated the reasons for thinking that the work-.
ing of the discount portions of the bill will greatly reduce the
farmer’s interest burden amd supply him with means for mar-
keting his crops to advantage. IFrom the standpoint of the
mechanism employed by the farmer there is, however, much to
be said in addition to what T have already pointed out. 'To-
day the farmer in many parts of the country wants his accom-
modation in the form of curreney. This he can not get under
the existing conditions without involving the bank in heavy
expensge nnd consequently necessitating the payment of a mate-
rially higher rate of interest by himself. The reason for the
conditions to which I have thus referred is this:

Under the national-hanking act the bank which wants $100
in notes must buy $100 in bonds and deposit them with the
Treasury. Assuming that these bonds were bought at par, it
cost $100 in eash to get $100 in notes, and the bank must fur-
thermore piace with the Treasury a 5 per cent redemption fund
for the purpese of bearing the redemption of the notes when
they are brought to the Treasury. [ will not go into the de-
tails of the cost of issuing notes further at this point than
baraly to refer fo these matiers and to the additional outlay
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involved in getling the plates and paying the charge for trans-
portation of paper necessitated by the present note system,
The bank gets 2 per cent interest upon its bonds and what-
ever interest it can secure from the community by lending (he
notes.  When allowance has been made for the expenses already
mentioned and for the due share of wdministrative outlay in-
volved in {he process of condueting the bank, and presumably
assigned to the loans made by (he issue of notes, in proportion
to their amount, as compared with the total loans of the banlk,
1t is clear (hat the percentage of profil is very small where
anything like a reasonable rate of interest to the borrower is
charged. The borrower must therefore, and is in practice,
Yequired (o pay a very high rate of interest to any bank which
habitually malkes its loans by issuing its own notes. Obviously,
therefore, anything that will reduce the cost of this necessary
instrument will reduce the charge for loans to the farmer.

Under the proposed bill it is clear that hanks may obtain a
Supply of notes for customers who want their loans in this form
by paying to the Federal reserve bank of the distriet in whic¢h
they are situated such rate of rediscount as may be nceessary
to get the reserve bank to take their paper. As the reserve
bank can then get the notes by " segregating {he borrower's
baper to protect the accommodation thus secured, it is evident
that {here is no reason why (he notes should cost the farmer
anything more than the rate of rediscount fixed by the Federal
reserve bank plus such commission as the local bank may charge
for indorsing the horrower's paper and passing it on to the re-
gerve bank.  This change alone ought to reduce the cost of cetting
notes for bunk loans by a very materinl proportion of its pres-
ent amount. While no one ean calculate the exact saving which
will thus be made with precision, I should be inclined to esti-
nrte that through the elimination of bond security and the sub-
stitution of the new plan of issue {here should be no good reason
Why the note loans made by banks in agricultural regions
should run to a higher figure than perhaps 6 or 7 per cent as
against the charge of 12 to 15 per cent that may now bhe found
I many of the small towns of the West and South during the
height of the season.

As previously stated, Mr. Chairman, we have not sought in
tus bill to help the farmer because he is a farmer. but to help
‘he community which resorts to the banks for loans and to help
the fasmer as a necessary and important figure in that com-
Mmunity, We have helped him as we have helped {he merchant
and manufacturer and other members of the body politie, by
Clabling him to sceure, as we think, better and more abundant
bank accommodation.  But, in addition to this, we have re-
Moved the exceptional burdeng whieh rest upon the rural bor-
rower under the system of national hank-note issue which now
brevaily, and we have thereby placed him upon a fooling of
freater equality and of equily of treatment by making his
eredit instruments as reagonable in their expense to him as are
those employed by the merchant and manufacturer. We have
ot attempted to exalt him and his inlerests above those of
other elements in the community, but we have sought to give
him what we believe he wanted---an open and fair share upon
cqual terms in the commercial eredit of the country.
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Lxaetly the same advanlage, and in like degree, that will be
afforded the tarmers of the country under the rediscount pro-
vision of this bilt will extend to every description of legitimate
business and industiry; hence I will not further consider this
section of the measure.

BANK RESERFVES.

Seetion 20 of the pending bill, Mr. Chairman, constitutes one
of its vital features. It is the real point of attack by the big
bankers of the central reserve cities. Ilecently at their Chicago
conference and now before a standing committee at the other
end of the Capitol these gentlemen enumerate various altera-
tions which they would have made in this bill. But in real
truth their fundamental and insuperable objection is to the
reserve requirentent.  All other fault finding is simply strategic,
This is no conjecture of my own; T assert it as a fact which
has been borne in upon wme time and time again since the first
print of this bill came from the press. I assert it as a fact
and Irmve conclusive prool of its verity. Not one of the bankers
who have recently testified before the Senate committee can
controvert the statement,

“'I'he whole fight of the great bankers is to drive us from our
firm resolve to break down the arctificial connection between
the banking business of this country and the stock speculative
operations at the mouney centers. The Monetary Commission,
with more diseretion than courage, absolutely evaded the prob-
lem; but the Banking and Curreney Committee of the IHonse
hag gone {o the very root of this gigantie evil and in this bill
proposes to cut the cancer oul. Under existing law we have
permitted banks to pyramid credit upon eredit and to eall these
credits reserves, It is a misnower; they are not reserves.  And
when financial troubles come and the eountry banks eall for
their money with which to pay their creditors they find it all
invested in stock-gambling operations.  There is suspeunsion of
payment and the whole system breaks down under the strain,
causing widespread confusion and almost inconceivable damage.
THE REAL FIGIT,

The avowed purpose of this bill is to cure this evil; to with-
draw the reserve funds of the country from the congested
money conters and to make them readily available for business
uses in the various sections of the country to which they belong.
This we propose to do cautiously, without any shock to the ex-
isting arrangement, graduating the operation to prevalent condi-
Lions and extending it over a period of 36 months. This affords
ample time to the reserve and central reserve eity banks to
adjust themselves to the reserve vequirements of the new sys-
tem. Out of abundant precaution we have actually given them
a longer time than the best practical bankers of the country
have said was needed.  But, Mr. Chairman, the plaint of these
genllemen is not as to time but as to fact. They do not want
existing arrangements disturbed; they desire to perpetuate a
fictitious, unscientific system, sanetioned by law, but condemned
by expericnce and bitterly offensive to the American people—a
system which everybody knows encourages and promotes the
worst deseription of stock gambling. The real oppusition to thig
bill is not as to Government control, upon which we shall never
yield Jit is not as to the capital subscription required, which is
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Precisely {hat of the Aldrich scheme unanimously indorsed by
the Ameriean Bankers’ Association; it is not as to the 5 per cent
dividend allowed member banks, the exact limit preseribed in
the Aldrich bill; it is not as to compulsory membership, which
Was provided in another way in the Aldrich scheme; it is not
45 {o the bond-refunding proposition, infinitely simpler-and less
expensive than the Aldrich device. It is none of these things,
Mvr. Chairman, that vexes the big bankers. It is a loss of prolits
derived from a system which makes them the legal custodians
of all {he reserve funds of the country, $210.000.000 of which
funds on the 24h day of November, 1912, they had put into the
hielstrom of Wall Street stock operations.

DISAGRELIING CRITICS.

I distinetly aun not appealing to {he prejudice ngainst great
bankers. No man worthy to be a representative of the American
beople ought to deal with a problem of such magnitude without
Teeling profoundly the obligation to be fair and just to every
Mierest involved, But so should the big bankers deal with us,
They have assured us that the bill is workable; yet in another
blace they say it is not. ‘The critics are not agreed among them-
selves even as Lo what the bill provides or as to what it means.
My, James I3, IForgan, the Nestor of American bankers, testified
before the Senate committee last Ifriday that this measure would
contract eredits to the extent of $1,500,000,000, whereas Mr.
Chas. (i, Dawes, an ex-Comptroller of the Carrency, now presi-
dent of a large bank in Mr. I'organ’s own city, publicly asserted
L week ago that the bill involves an enormous inflation, So in
he Ilast recently an eminent banker of New York City declared
that under this bill there would be a frightful coniraction of
eredit, whereas in the same city the foreign exchange expert
0L one of the biggest bunks there figured out for the president of
the institution that possible expansion under the bill would
reach the aggregate amount of nearly $2,000,000,000.

And thus the conflict of opinion runs. As a matter of faet,
Mr, Chairman, neither of these postulates is true. Certainly
It {8 impossible that both of {hem ean be true. It may be conti-
tently asserted that {here will not be one dollar of harmful
contraction under this bill; and those who undertake to fizure
otherwise conveniently ignore the fact that we have released a
Considerahle portion of existing bank reserve. Ifrankly, there
¢an be expansion under {he bill; and, according to Mr. I'rank
Vanderlip, of the National City Bank of New York, the country
Just now greatly needs credit expansion.  Ile figures that
* 000,000,000 can he used within the next five years in develop-
Mg a single industry in Ameriea. But the committee has care-
Hlly provided against dangerous or undue expansion. If the
hanks of the country wiil not exercise common prudence in the
Matter, it is within (he power of the Ifederal reserve board Lo
compel {hem to do so by laying a firm hand upon the rate of
Mscount.  Marcover, the gold-reserve requirement and the re-
temption factlities atforded by the bill will have a powerful
tendeney toward checking expension.  But I will not longer

am the attention of the House upon this particular phase ot
”“? subject. I desire briefly to demonstrafe the entire feasi-
}:“H.v of the scheme provided by thig bill for shifting the re-
S without contracting eredit. The matter has been fizured
Ul by {le best experts in the comntry, I{ has been gone over
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with extrome ecare and we confidently challenge criticism of the
facts and figures presented.
PRESLENT RESERVE REQUIREMENTS.

Section 22 of the bill provides for a revision of the exisling
reserves of national banking associations, which, under the
present reserve system, are divided into three classes, (a) coun-
try banks, (b) reserve city banks, (¢) central reserve city
banks. Country banks arve required to hold 6 per cent of their
deposit liabilities in lawful money amd 9 per cent in balancey
with other banks; reserve city banks are required to hold 123%
per cent of their deposits in lawful money and 123 per cent in
balanees with other banks in central reserve cities; central re-
serve city banks are required to hold 25 per cent pf their depos-
its (inclnding those of other banks with them) in lawful money
in their own vaulls,

The aim of this measure is to transfer these reserves away
from banks ofher than those to which they belong, so that ulti-
mately bank regerves will be held partly in the vaults of the
banks to which they belong, and partly in the regional reserve
banks, the reserve banks taking the place of existing reserve
cily and central reserve cily banks in their relation to member
banks.

PROPOSED RESERVE REQUIREMINTS.

Carrying out this plan, it is provided (a) that § per cent of
the oulstanding deposits of all banks shall be earried in the
new reserve banks; (b) 5 per cent of the deposity of present
country banks to be carried in eash in their own vaults; (¢)
2 per cent of the deposits of present country banks to be car-
ried either in cash in their own vaults or as a balance with
new reserve banks; (d) 9 per cent of the deposits of present
reserve city and eentral reserve city banks to be carried in caxh
in their own vaults: (e¢) < per cent ol the deposils of present
reserve cily and central reserve city banks to be carried either
in cash in their own vaults or as balances with the new reserve
banks.

1t may be here explained that the “ balances ” spoken of can
be obtained by rediscounting paper with the new reserve banks.

THE DEMONSTRATION.

I'rom the foregoing it is clear that as some discretion is left
to the banks about their reserves the exact position of those
reserves at any given time can not be predicted.  Maximum and
minimum limits ean, however, be tixed. 'This is done as follows:

At the date of June 4, 113 (comptroller’s last report), the
present bank reserve in central reserve cities was $100,601,424
held in eash.

At the same date, the reserve which wounld have been re-
quired under this bill would have been 9 per cent of net deposits
then subject to reserve requirements in cash, and 9 per cent in
balances with the new reserve banks, as follows:

To be held in eash. e 27
To be held a8 Dalanees e o a o e m e em e TR

5

,
27, 000

were established by taking netual money and putting it in the

reserve banks the actual release of ¢axh as compared with the

present plan would be the difference between the total new re-

serve and (he present reserve, while if the reserve balances were
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created by rediscounting the cash releaged under {he new plan
Would be the differcuce between the ecash required to be held
under the new plan and the cash now actually held. 'That
would signify:

Maximum release of enshooo oo oo *OGR, 470

589
Minimum release of cash

127 345 754
At the same date mentioned above the bauking reserve in

reserve cities as held by the banks was:

Meld o easho o __________ - S230, 382, 096

dleld In balanee3d e oo TTTTTTTTT 232, 70N, 6TH

otal . 483, 183, 603
Under this bill these banks would have to hold in cash 9 per
cent of their net deposits subject to reserve requirements and a
like amount in balances which would be for the reserve citics as
L group
Ield in ensh S
eld m balaneeS oo oo 17

5,128,701
3, 128, 701

Comparing these figures with {he pre-ent requirements as
already given it is seen that the new plan might nean either a—
Maximnm release of eash $73, 255, 225

5, 235, 2%

romaximum coutraction of easho . _______ 00, 873, 476

At the same date mentioned above the banking reserve in
country banks was held as follows:

T B T 1 - $289, 302,177
Hetd in balanees________ 7 T7TTTTTTTTmTTTT T 310, 689, 129

Total e 600, 081, 306
Under this bill the cash required would be § per cent of their
net deposits subject o reserve requirements and 7 per cent in
lmlzmcea (2 of this at the band's discretion). This would mean ;
To be held i SN oo oo i

On the same principle as before this would mean a maximum
release or contraction as follows:
Maximum releAse - - - - - $108, R3S, 6135
Maximum contraction o oo U, 143, 888, 563
Thus it appears that there would be a possible maximum con-
traction as follows:
Resorve city Hanksoo oo oo oo 809, 073, 476
Country DamKS- e oo oo 143, 888, 56

Total ... _____ e e
Deduet central rescrve city release

Net contraction .o ___

It is also evident {hat {he result might work out as follows:
Released by central reserve elty banks
Released by reserve clty hanks_____
Released by country banks_..._—

Aot e 452, 587, 340

It might reasonably be asked which of these results would
brobably he reached?  Assume that the first (contraction) was
the net result owing to banks fulfilling their reserve require-
Inents by depositing cash in every instance. The Government
balinces which are now to be poured into tride channels
Lhruu;:h the new reserve banks will i from $200,000.000 to
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£270 000,000, Bearing in mind the fact that the capital of the
new banks has to be raised in eash, it will be seen that inde-
pendent of thisg capital the mnm\l ary situation would be left
about the same as it is to-day, except that the new reserve

hanks would be in position to add their loaning power to that of
the older banks.  If we now assume that the transfer of reserves
resulted in the extreme limit of expansion already referved to,
it would he noted that the ecash is released only on the assump-
tion that the reserve requirements are met by rediscounting.
If, however, (he new reserve banks have to hold one-third in
Iawtul money in order to make these discounts, it is clear that
only two-thirds of $152,587,319, or about $300.000600, will be
released.  Of this sum a certain part would be needed in bring-
ing the reserves of State banks which may become members of
{he new associntions up to the level which is required of them,
ITow muech this would be exn not be positively asserted.

If it be asserted that this process will lead to inflation the
answer (o be made is that whether it will or not is a matter
in the hands of the reserve bianks, which have it in their power
by fixing their rate of discount suitably, to prevent the I).mlm
from creating reserve balances in excess of the required o per
cent. 1f the reserve banks should do this, it would be found
that (he required 5 per cent referred to would be about $356,-
000,000, while the amount which the banks at their nplmn might
or might not obtain in this way would be about 3 $213,000,000,
the actual cash required to be held by them under th(\ new plan
being as follows:

Contral reserve eily banks oo o e S141, 127,873
lieserve c¢ity banks ~ 175, 1"\ 01
Country bankso e 180. Hug, 612

O] e —————————— ‘l'Jh, “)0 178

Add (o this the amount which the reserve banks ean at their
option make it worth while for the other banks to hold in cash,
m to deposit with them in caxh, and we have a total of about

$710,060.000, The actual eash held to-day by the banks at home
.unl in the redemption fund i about $H50,000,000. Something
like $210,000,000 would thus be rveleaxed under the probable
working out of the system and this would be drawn upon for
the other purposes already referred to.

COUNTRY BANKS UNDER TIIE BILL.

There has been a strenuous effort to prejudice the country
banks against the bill, inspired, as I believe and have reason to
assert, by banking instituiions with close and extensive Wall
Strect aflilintions.  The propaganda was not prompted by any
specinl solicitude for the country banks, but by chigrin over
the prospeet of being deprived by this bill of the reserve funds
of the country hanks, Mr, OWEN, the Scnator from Oklahoma,
in a letter which has since been made a Senate document,
sharply pointed out the fallacy of the contention that country
bankg are offered no inducements to come into this system; so
it would seem superfluous for me {o present this aspect of the
case here. Iowever, I shall do so very briefly.

T.et it be assumed that a bank of $100,000 eapital (no sur-
plus) is the owner of $75,000 in United States 2 per cent bonds
and has outstanding $75,000 of circulation.  Let it also be
aesumed  (hat this bauk has tolal outstanding  deposits of
$100.000, 'The bank is a couniry bank.
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ITow will the new plan affect this institution? Tn the first
blace, the bank in question, if it has $100,000 of deposits, must
have on hand in its own vaults ¢ per cent of that amount in
cash, or 824,000, and must have 9 per cent of that amount, or
596,000, as o balanee with the reserve city bank.

Under this bill this bank must have a reserve of 12 per
instead of 15, of which 5 per cent, or $20,000, must be in cash

the vaults, while $20,000 must ultimately be placed with the
reserve bank and $38,000 may be kept either in {he one place or
In the other, when the whole measure has become operative at
the end of three years.

As the bank has $21,000 cash when it enters the system, it is
FE000 ahead of the amount required to be held in its own raults,
1t can draw for the remaining $28,000 required of it upon its
Dresent reserve city correspondent, with which it holds $36,000
SCiding the 28,000 check to the new Federal reserve bank.
Alter the transaction is over its reserves will be complete, and
towill have $4.000 in cash and $8.000 in balances over amd
above what it needs to meet it reserve requirements.

The bank, however, must contribute $10,000 to the capital
Stock of the Federal reserve bank which it has joined. If it
bays this amount out of the $12,000 surplus it will become the
owner of §$10,000 stoek in the new reserve bank and will slill
have $2,000 surplus out of its former balances.

This bank was receiving probably 2 per cent upon the £36.000
balances it earvried, making in all 8720 a year. Assuming that

+ stock in the new reserve bank pays per cent, it will yield
an meome of $300 a year. The bank, morecover, has $2,000 of
ree cash still remaining which it ean loan after withdrawing it
{l'n)xxx its present correspondents—say, at 5 per cent, bringing in
f10n amhually.  Or if it were Lo use (his $2.000 as a reserve
Ubon which to build up new loans it could lend about £16.000
tereon, which at 5 per cent would yield it $800. On this basis
e changed situntion of the hank might result in a loss of about
P20 a year or in a gnin of $3%0 or in anything between those
o sums, The reasonable expectation would be that the banlc
Would gei o material increase in its revenue. Just how mueh
Would depend upon {he extent of the loans it could make in

G3ponse to demand in the community.

The bank would be able to exehange each year [ per cent of
L Dresent $75,000 of 2 per cent bonds, or £3,730. If we assume

uat the bank sells the 3 per cent bonds it receives through

18 exchange at par, and with the proceeds pays off the notes
. outstanding against them, the effect is simply to reduce its
ils'“‘-‘." nd liabilities by equal amounts, at the same time re-
1¢ing it from the necessity of retaining the 5 per cent redemp-
{]“"‘ f nd in Washington which at once becomes available ag a
f:::‘? for reserve loang at home. This § per cent redemption

would be on £3,750 equivalent to about $185.  If this were

I"' ned dicectly at 5 per cent it would yield an income of $0.25.
afm”‘“ “18 were used as a 12 per cent. reserve against loans,
i‘llitil._,{i()o olf loans could be made whieh at 5 per cent would

gh(n:m "':‘"".’l‘lns if taken in connecl»ion with the showix}g made
ihe :..O ’ __Fucc the loss lo .‘,'vl.u a year or -wo.uhl inerease
llolnﬁ?lm t(’) 25(».»..). with corresponding ‘clmn;:es in intermedinte
Outstm111.“00“‘“]0.50 two oxtr‘emes: [t. the banks had no notc_s
“'Oul:'l “Mltlg ng‘m}st the bonds which it con\'e}'le(l and sold. it
10090 il‘um funds equal to the amount of the bonds thus
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sold which could be loauned at § per cent instead of the 2 per
cent now paid by the bonds.  "This would be a difference of &
per cent per year in favor of the new plan on a principal of
$3.730.  On the other hand, if the bank simply paid off s
outstanding notes out of nonreserve money on hand (as in
muany cases it might) and held the new 3 per cent bonds as an
investment it woukl profit to the extent of 1 per cent over the
oxisting situation on a prineipal of $3,750 a year or $37.50 the
first year, §75 the sccond year, and so on. At the end of 20
years it would be I per cent ahead on its whole $75.000 bonds,
or $750 annualty. In this event it is clear that within three
years the increased revenue from its bonds would offset any
possible loss due to the sacrifice on the 2 per cent interest on
reserves.  Against this might fairly be set off the income, if
any, that it might have made by loaning the cash used to cancel
its outstanding bank notes.

Summarizing, it is safe to say (hat upon the narrowest pos-
sible basis likely (o present itself in the case of this bank the
institution would, if it paid up its whole reserves under the new
plan in cash, fully clear itself and make an additional revenue
of from $200 to §H00. 1f instead of paying up its reserves in
cash it got the reserve credit by rediscounting, it might profit
to o very much greater degree; how mueh greater can not be
estimated without knowing the rate of interest in the com-
munity and the extent to which it could obtain paper eligible
for rediscount,

REFUNDING BONDS,

Retivement of the national-Lank circulation, frequeuntly re-
dundant and never clastie, is regarded as one of the essentinls
of currency reform.  During the 12 years that I have served
as a member of the Danking and Currency Committee the uni-
versal testimony of banker and business man, text writer and
political ceonomist has favored this alteration in the existing
system. All politieal parties are pledged to this reform, notably
the Democratie Party, which has rvepeatedly declared for it.
In its platform of 1896 it declared:

Congress alone hiag the power to coin and issue money, and President
Jackson declared (hat this power could not be delegated to corporations
or individuals.,  We therefore denounce the issuance of notes Intended to
cirenlale as money by national hanks as in derogation of the Constitu-
tion, and we demand that all paper which is made a legal tender for
publie aud private debts, or which s reccivable for dues to the Unlted
States, shall be Issued by the Government of the United States and
shall be vedeemable in coin.

Again, in 1900, the Democratic platform on the same subject
dectared that—

A permanent national-bank curreney, secured by Government honds,
must have @ permanent debt to vest upon, and if the bank curreney i3
to ineroase the debt must also inerease.  'The Republican currvency
scheme 1s therefore a scheme for fastening upon the taxpayers a per-
petual and pgrowing debl.  We are opposcd to this private corporation
paper circulaled as money but without legal-fender qualities and de-
maund the retivement of the natlonal-bank notes as fast as Government
paper or sliver certificates can be substituted for them.

This measure provides for the gradual retirement of national-
bank eirealation over a period of 20 years and the reversion of
the right of note issue to the Government of the United States.
Such an alteration in the existing system necessitates the refund-
ing of United States 2 per cent bonds, which afford the basis of
bank-note cireulation. 'To my mind it needs no argument to de-
termine that both the honor and the credit of the Government
are involved in the proposition that whenever the Government
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withdraws the ecireulation privilege from iis 2 per cent bonds it
should reimburse the holders of ils securitios for the inevitable
depreciation which will ensue. The refunding scheme which we
have here provided contemplates this; and while it involves
the assumption by the Government of a slightly inereased inter-
est charge, it is perfectly manitest that the Government has long
ago received its compensation in the abnormally low rate at
which it has been enabled for years to float its indebtedness
Uunder the existing system.

But aside from this, Mr. Chairman, the bill provides other
compensations. 1t enables the Government to resume and ex-
ercise a function which for 50 vears has been confided to pri-
vitte corporations, the value of which has been variously com-
buted to be between 1% and 2§ per cenfum on (he amount of
circulation outstanding. In addition to this the Government
shares in (he excess earnings of the regional reserve hanks: and
finally, but most important of all. this new systom will provide a
rediscount scheme so much less expensive than the existing bond-
fecured currency pian as to make certain n reduction in the
Iterest charge upon commercial transactions with the banks;
S0 that, from every practical point of view, as well as upon
considerations of public honor, the 2 per cent Government bonds
should he refunded into & percents or paid by the Govern-
ment at par with accrued interest. T am well aware that there
are erities of this plan who are not mere cavilers: but we do
ot fear to subject our attitude on this question to the dixpas-
sionate judgment of the American people,

DIVISION OF RARNINGS,

"The division of earnings provided by tlus bill for thy Federal
reserve banks will stand the test of fair disputation, albeit
many of the bankers are insisting that the eumulative dividend
Drovided should be increased from 5 to 6 per cent. 'Uhe rate
fixed by this bill is exactly the rale fixed by the Aldrich bill,
Which the bankers unanimously indorsed. But the contention is
hat the Aldrich bill did not shift reserves and thus deprive
the country banks of the £ per cent interest which they have
Teceived upon their balances with correspondent banks. That
I8 (rue. Neither did the Aldrich bill reduce country reserves
from 15 to 12 per cent and other reserves from 25 to 18 per
cent, ner did the Aldrich bill provide, in addition to a cumu-
latiyve dividend, that the stockholding banks might roceive 40
ber cent of the excess earnings of the system. [ have already
bointed out that the interest to be derived by country banks
from credit extensions based on the reserve-release clause of
this bill will greatly more than compensate them for the loss of
Iterest on their balanees, to say nothing of the vastly superior
advantages of a banking system which will never break down
Over a banking system which has repeatedly involved all the
banks and the whole country in disaster.

NOTE ISsU .

In this country there is sharp division of opinion upon th-
Question of note issucs, one school of thought contending {hat it
18 strictly a banking function and another that it is an essential
Tunction of government. In this bitl we have provided that the
Government shall issue the notes, but only upon applieation by
tne hanks and through the banks. 'fhe controversy over thia
Drovision iy enlirely sentimental. ‘The section as it stands cop
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stitutes a compromise; but there is not a single element of un-
souddness in the provision. Behind the notes is a gold reserve
of 334 per cent, commercial security amounting to dollar for
dollar, a first and paramount lien on all the assets of the reserve
banks and, superimposed, the obligation of the United States.
To those who advocate Government issue, it may be said that
they have it here in terms, with discretion in the LFederal re-
serve board to ixsue upon application or to withhold. "o those
who contend for bank issues, we may say that, in the practieal
operation of the system, you have it here; because only upon
application of the bank can the Government issue. To those
who affeet, or sincerely entertain, solicitude for (he Govern-
ment's credit, It may be pointed out, as a practieal fact, that (he
securily behind the notes here provided is many times more than
suflicient to proteet the Government before (he note holder
would reach the Treasury counter. Whatever other objections
may be urged to the system, not a critic of this bill—Dbanker,
business man, or speeialist-—has ever sugzested {hat the note
herve provided is not as sound as gold itself. [Applause.]
CONCLUSION,

T will not, Mr. Chairman, weary Members with an explana-
tion now of the minor details of this measure; these are fully
set out in the printed report which accompanies the bill, We
have made provision for foreign banking, designed (o extend
our foreign {rade by furnishing quicker exchanges and affording
infmitely better banking facilities in that field of enterprise.
We have incorporated in the bill a savings-department clause,
which will enable the national banks of the country to do busi-
ness of this nature under authority of the statute rather than
in disregard of the law.  We have provided a more efTective and
less expensive method of domestie exchange and collection -and
also a system off examination and publicity which better safe-
guard the banking operations of the country.

The work of the Banking and Currency Committee has been
tedious and laborious, dealing with a subject exeeedingly com-
plex and upon the details of which, if not upon the general
principles involved, there are wide divergenecies of opinion amd
varyving degrees of antagonism. We have done the best we could.
Without practical banking experience, disclaiming expert knowl-
edge of the subject, T have (ried ag chairman of the committee
to reconcile conflicting views, to compose all frietion from
whatever source arising, (o embody in the bill the teehnical
knowledge of the banker, the wisdom of the philosophers, and
the rights of the people. We have not desired to approach or
consider the question from the standpoint of party polities. 1t
is too universal a problem for that. It is not a matter for parly
advantage. T have kept in constant contact and pleasant inter-
course with the ranking minority member of the committee, giv-
ing him every successive reprint of the bill, affording all the in-
formation that he might desive, and inviting in good faith such
suggestions as he might care to make.  And now, Mr. Chairman,
sure of our ground, yet conscious of human limitations, we sub-
mit this bill to the judgment of the ouse, challenging a fair con-
sideration of its provisions amd devoully invoking the patriotie
cooperation of our colleagues in what should be a great service
to the country and a memorable achievement of the Sixty-third
Congress. [ Loud applause,]
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SPEECII
IION. CARTER GLASS,

OF VIRGINIA,
IN tur ouse or REPRESENTATIVES,
Saturday, Seplember 13, 1913.

Unlmf }I‘ouso In Committee of the Whole llouse on_the stale 0~t 't'li‘:
for T 1‘.1(1‘ lll!l](‘l‘ (‘onsl(l‘cl‘ntmn.tlu:'lnll fl[. R. Z&:t.l). ‘tn ]"\').‘-"‘I-

estabushment of I'ederal roserve bhanks, for furnishing an clastic
cureap » Cafiording means of rediscounting commereial paper, and (o
establleh 4 more cftective supervision of banking in the bl)itctl States,
and for other purposes,

Mr, GLASS. M. Chairman, the members of the Banking and
vlrrency Committee of the House on this side of {he aisle have
reason to feel lively sence of satisfaction over the fact that,
darer a general discussion of the currency bill reported to the
Iouse by the committee extending, over i period of four davs.
o impression adverse to the measure seems to have hoen
Created,

I confess to a sense of personal gratification that my opaen-
g speech in presenting the bill to the House seems o have
Nicipated every objeetion that might, in reason, he offered:
A I trust I may, with becoming modesty, express the judgment
hat at answered every adverse suggestion before it was made
nere upon the floor of the House, except, perhaps, one or (wo
ponts involving, [ suspect, legal refinements.

Member after Member on (he Republican side has come for-
Ward to this stand and, deelaring he had this or (hat objection

the bily, nevertheless:coneluded that it is so much better than
he existing system he wouldl have to vote for it upon its final
bassage,  We, of course, think it is #o much befter than the
LRIt system that 0 should pass the House with a unanim-
1 that will insure Its speedy enactment into law. There
Seemis (o be little serious objection to the datails of the bill,

Our Republiean friends apparently do not objeet so much fo
What the bill provides as to the manner of its considerntion.
thiere has been a good deal of eriticism on (his score, as if we
Wd proceeded in a most unusual wiay and adopted unprece-
uented methaods.

Some gentlemen who have urged this objection are absolutely
~Hieere in (heir opposition to eaucus processes, 1 have a degroe
O foleration for colleagues who*renlly take that view, and ro

1ese [ Deg (o repeat the assurance {hat we have not desived
Y make a partisan matier of this banking and currency bill in
‘1Y offensive sense.  But it must be remembered that we logis-
late through and by parties here; and I Lave been unable to

Werstand how we may ever expect to overcome that defect of
Var Ameriean system, if it be a defeet.

e uere has heen complaint about there not ].m\’in_;:. been hear-

88 on the bill. The answer is that the bill itso!f is the prod-
. vr exfensive hearings on (he subjoet of banking and cur-
1?"“" reform.  As soon as it beeame definitely known that the
Biay-thirg Congress would be immediately charged with the
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responsibifity of currency legislation the Banking and Currency
Committee of the IHouse set about getting information on the
subject.  $We had elaborate hearings, as I have already stated,
to which not only were the bankers of the country invited but
the select representatives of every national group in Ameriea.

The representatives of the trade-unions, the farmers’ uniong
and granges, commercinl hodies, railroad employees, the manu-
facturers, the credit men, specialists on the subject—all were
invited to testify md did testify.

As to the consideration of the bill by the Committee ou
Banking and Currency, the Democratic members had confer.
enees of their own: but there was no binding obligation upon
any member to vote for any provision there agreed upon.

Ior weeks we carcfully and diligently considered ecvery
fonture of 2 tentative measure, discussing the alterations that
were desirable and muiking changes that scemed to be wise.
During all of that period, as I have previously indicated, 1
kept in constant communication and contact with the senior
Republican member of the committee, assuring him {hat we
did not eare to make a partisan issue of the problem. We felt
obliged, however, o proceed in the usual way.

After we had agreed on the details of the bill it was taken
{o a party caucux. Is that a startling procedure? Is there
anything of an unusual nature about that? Is it something
so oxtraordinary and genuinely unique as to oceasion amaze-
ment on the Republiean side of this IHouse?

Mr., PLATT. Will the gentleman yield?

Mr. GLASS. Certainly,

Mr. PLATT. T ask for information. TIs it usual to take bills
into caucus, discuss them there, and settle them before they have
been in general debate in the House?

Mr. GLASS. It is on the Republican side. When the Repub-
licans were in the majority it was not only usual, but almost
invariable.

Mr. PLATT. I have been informed that there has only been
one case on one bill,

Mr. GLASS. I never have known an important measure to
pass this House relating to the currency or tarift that was not
agreed on in party caucus or put through under party rule.

Mr. PLATT. Was that in caucus before going in general de-
bate in the House?

Ar. GLASS. The Vreeland currency bill was put In the Re-
publican caucus, and there was uo debate of any desceription on
it in the House until {he day it was passeil. Then only four
hours of general debate were allowed instead of four days.
which we have given you. [Applause on the Democratic side.}

Mr. SLOAN. Will the gentleman yield?

Mr. GLASS., Yes,

Mr. SLOAN. As another new Member, T would like to ask
the gentleman if the Payne {arilf bill was considered in caucus
by the Republican Pavty? I do not know. I was not here at
{he time, and I have not been informed. T do not mean the
commitiee, but I mean the caucus of the Republican Mecembers
of the IHouse.

Mr. GLASS. T was here, but T was not in the secrets of the
Republican Party. 1 imagine the tariff bill went to caucus;

but it not, the epublican Party of the House was then opcmlﬁ.- ‘”;
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ing under rules and discipline that required every Republican
Member to toe the mark or let Unele Joe know the reason why.
LApplause on the Democratic side.]

Mr. SITEENERSON.  Will the gentleman yield?

Mr. GLASS. Yes.

Mr. STEENERSON. 1as the genfleman ever read the reso-
Iution that was passed at the Republican eaucus which agreed
to the Vreeland-Aldrich bill?

Mr. GLASS. Yes; I have read it. I have it right before me,
and I am going to read it to you presently.  [Applause on the
Democeratie side. |

Mr, STEENERSON. So have I. T say the gentleman mis-
represents that resolution——

Mr. GLASS. T do not misrepresent the resolution, because
I have not yet referred to it.

Mr. STEENERSON. The gentleman said we were hound by
thie action in caucus.

Mr. GLASS. T have not said anything of the kind; but I am

ng to say it. and prove it.

fr. STEENERSON. I defy the gentleman to prove it.

Ir. GLASS. I will read the resolution,

Ir. STEENERSON. If the gentleman will permit me, T will
d it.

Mr. GLASS. o ahead. /

Mr., STEENERSON. This ig the resolution adopted at the
caucus on May 5, 1908, on the Vreeland currency bill:

Resalred, 'That this meeting or any adjournment thercof is only a
conference and not a caucus, and shall not have the binding effect of a
Cieny ) and that those who participate in its deliberatlons shall be ab-
solutely free hercafter (o act in accordance with their own judgment
WIth reference to all matters considered before it.

That is found on page 6216 of the CONGRESSIONAT RRecorp,
May 14, 1908, tirst session, Sixtieth Congress.

Mr. GLASS.  And (o show just how sincere you were in that
Cxpression, when Charles N. Fowler, the Republican chairman
of the Banking and Currency Commillee, undertook to act on
the resolution hig head eame off.  Ie was removed from his
Dosition and Mr. Vreeeland was made chairman in his stead.
I Applause on the Demoeratie side.] That is how much freedom
there was.

Mr. SPTEENERSON, TITere is the Izcorn before me.

Mr, GLASS,  And there I have given you the real transaetion
a8 it occurred. Mr. Flowler, who had been eight years chair-
an of {he Banking and Currency Committee, was humiliated
and decapitated beeause he was simple enough to think your
Caucus resolution meant what it said.

Mr. STEENERSON. O, no; that is not it, I deny that.

Mr, IELGESEN,  Will the gentleman yield—-—

The CITAIRMAN, Does the gentleman yield?

Mr, GLASS. I did not yield, hut T will.

Mr, IIELGESEIN. Agsuming that the Republicans for long
years have done husiness along {he same line Democerats are now
doing husiness, is it not true the Democerats have complained
and eriticized that method for the last 16 years?

Mr. GLASS. Yes; Jonn Smare WiLLrams used fo rush up
nd down (his aisle nearly every day in the session, exclaiming:

Iere is another otitrage you are about to perpetrate,” and
Wat is what you gentlemen are doing now when we are pros
Dosing to pass his bill,
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Mr. JOLINSON of Washington.  Will the gentleman yield for
(uestion?

Mr, GLASS. Oh, no; T want to proeceed.

Mr. JOLINSON of Wachington., [ just wanted to ask if the
Democeratie caucus was part of the new freedom?

Mr. GLASN. Yes: our caucus action portends the new free-
dom—n new frecdom siznalized by an achievement that no other
Congress has ever exceeded,  We are going to give you a re-
vision of the (arift and pass a currency bill at a single session
of Congress. ‘Phat is new freedonn, both industrial and finan-
cinl.  [Applause on the Democratic side.]

he gentleman from Minnesota [ Mr., STEENFRSON] tatks about
this rexolution of his party “conference” by which nobody was
bound. Let us see what Members of his own party thought of
that resolution. ear the plaint of Mr. Prince, a Republican
member of the Committee on Banking and Currency of the
Iouse, with respeel to this rvesolution that the gentleman has
read :

My fellow Members, put the yoke upon you if you will.

I'ree Lo act as vou please! Yet here was a Republican Member
complaining that the last one of you was about to put on the
yoke, awcd the last one of you did. The gentleman who read tne
resolution just now went along with the rest | Laughter on
the Democeratice side.]

“Walk under the yoke,” said Mr. Prince; “under buck,” as
the expression was at the time with respect to a yoke of oxen.
I{e woent on:

Now. the yoke may be easy and the burden light, but T want to say
to von that 1 will not be put uuder the yoke. I will not assume the
burden and go before my constituents and say that I am in favor of
makeshift. logislation ; that I am in favor of discharging a committee o1
thiy Touse: that [ am in favor of overriding the wishes of the people;
that T am (o be a mere tobacco sign.

Was the gentleman from Minnesota a mere tobacco sign on
that oceasion?

AMr. STEENERSON. The gentleman who made those remarks
remained in the party, and was the chairman of a committee,
and continued so during that Congress ad the next.  te way
not kicked out of the party.

Mr. GLASS. [ referred to Mr. IFowler, who was kicked out
of the chairmansghip of the Commnittee on Banking and Curreney.

Mr, STEENERRON. No, I am talking about another man,
who remained chairman of his committee.

Mr. GLASS. Now, Mr. Chairman, when T was interrupted
I was trying to indieate just how we have procecded with this
bill; and a little further on I desire (o contrast outt conduct
with that of certain gentlemen wheo have assailed us. 1 said
we kept in constant communication with the senior 1lepublican
member of the Banking and Curreney Committee, advising with
him in good faith as to the provisions of the bill and asking
suggestions from him. We received suggestions from him and
embodied some of them in the bill that was subsequently re-
ported here, after we had considered it in caucus and tamed
gome of our own members. | Laughter on the Republican side.]

Mr. SLOAN. With the yoke? [Laughter.|

Mr. GLASS. No. By convineing them of the error of their
wiy. ‘The bill was adopted by a vote of 163 ayes to 9 noes.
Wo then took it to the full Committee on Banking and Cur-
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rency for consideration, and there amendments were made.
One of the amendments offered by my courtecous friend, Mr,
SMiTH of Minnesota, and accepted by the Democrats was to-
day made the subject of sharp Republican criticism here
| Laughter on the Democratie side.]

That is a simple recital of the entire procedure upon which
we have been so bDriterly arraigned. The gentleman from Penn-
Sylvania [Mr. Moo initiated the talk about the “ gag rule of
the Democratic majority,” and next the gentleman from Wyo-
g [Mr. MonbrLn| performed. With a mien of injured inno-
cence and an unetion that would hoave made Dickens ashamed
of Uriah Ieep [laughter); with a simulation that would have
driven Mr, Pecksuil, broken hearted, into oblivion [laughter], he
depreeated the partisan zeal of Democratic members of the Com-
hiittee on Banking and Currency and the Demoeratie caucus
He even tried to invest the whole (hing with au air of mystery
Suggesting that there was something sinister about it. . lie
heard the question had been asked in the caucus and never
saswered as to * who had written the bill.”

It occurs to me that if the gentleman's curiogity was acute
Chough to ascertain that such o question had been asked he
might have heen diligent cnough to have learned that it had
been promptly answered. As a matier of fact, it was asked
A8 a matter of fact, it was answered; and it would have hetter
comported with the usages of fair debate had the gentleman
rom Wyoming siated the answer along with the inquiry. "There
1S no gecret about it.  Lvery provision of {his bill which was
uog written by the chairman of the committee or some member
U the committee was written under (he immediate direction ot

te cliurman by the expert of (he committee, who had thorough
technieal knowledge of the subjoet.  That is the way (he bill
Way prepared; aud, now, where is the mystery about it? After
WLt is not a question as to who wrote the Bill. It is a ques-
oas to what it containg; and (hat seems to be avoided by
he erities. They all return to the same * King Caucus” plaint,
htehin nowise affects the merits of the legislation proposeq.

Mr. GRIXEN of lowa.  Will the gentleman yield?

Mr, GLASS. Yes.

Mr. GREEN of Towa. T will bring the gentleman to talk
ahout the subject which he spoke of just now. By virtue of

bill the natioual banks will have to subseribe——

Moy GLASS. 1 will come to that presently. 1 want to talk

ittle more about what your side talked about chiefly, and
then I will come to the provisions of {he bill, though not one

them has been successfully assailed.
EEN of Towa. T wanted (o ask a question. Will (he
sCitleman yield further?

Mre, GLASS. Not right now; but I will further on.

Mr. GRIEEN of lows. Yery well.

P GLASS. The gentleman from Wyoming [Mr, MoNpErt.]
Mmade mueh ado about the partisanry of this side of the louse.
tm a pious vein about the patriotism which should
chavaeterize the consideration and enactment of currency legis-
lation, 1 am constrained to question the sincerity of {he gentle-
Han when he ventures to decry the party caucus, for of tha
tadmg figures in the Republican caucus five yvears Ao on the
teeland currency bill the gentleman from Wyoming i, Mox-
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pELL] was oue of (he foremost. How can he reconcile his preach-
nients now with his performances then? IHow did our Repub-
lican friends proceed on that oceasion?  They introduced the
Vreeland bill in the House on the 13th day of May, 1908, late in
the afternoon, Before 11 o'clock on the Hth day of May the
gentleman from Pennsylvania [Mr. Dalzell] brought in a rule.
Will my friend who interrupted me awhile ugo ingist that he
was not bound by.the rule? Ile voted for it.

Mr. STRIENERSON. L will say to the gentleman that T voted
for it because I favored it. It was an energency measure.

Mr., GLARS. The rule read:

Fesolved. That atter the adoption hercof the Committee on Banking
amd Currency shall be discharged and the House shall proceed to the
conslderation of 1I. R, 21871—

I was a member of the Committee on Banking and Cur-
reney, and T assert here that the bill never got to the doors of
the committee. Not only that, I assert that when the rule was
brouxht in the bill had not yet come from the Government Print-
ing Otlice. The rule further provided that—
¢ I'l)ob:\tc therecon shall be concluded at not later than 5 o'clock p. m,
o-day.

| Laughter on the Demoeratic side.]

The time to be equally divided between the friends and the opponents
of the bill. Tt shall be in order to offer as a substitute for the Lill T1. It.
16730, On the conclusion of the debate, asg herein provided, a vote shall
be taken without delay or intervening motion first en the question of sub-
stitutine 11, R. 16730, 1€ said bill shall have been offered, and then upon
the |!mssngc of the bill or the substitule in lieu thercof, as the case
may be.

What did all that mean? It meant that the Vreeland bill,
made the subject of caucus action by the Republican Party, was
brought inte the House one evening and veferred to the Banking
and Currency Committee, which it never reached ; the committee
wis discharged next morning from consideration of a bill that
it had never seen. Under the rule no amendments were al-
lowed to be offered on efther side of the Touse, and debate was
to be concluded in four hours. 1t permifted a substitute to be
offered, but actually preseribed the very text of the substitute.
[Laughter.] It undertoold to make the Democratic side re-
sponsgible for a substitute (hat the Demoeratic side had not
considered and did not favor; and wien no Democrat would
offer the substitute in the terms provided by the Republican
rule a Lepublican Member, the gentleman from California [Mr.
Kanun], asstmed to offer a Democeratic substitute to a Republi-
can currency bill, thereby not only mocking justice but making
a harlequinade of the entire proceeding.

Mr. ALLION. Will the gentleman yield?

Mr., GLASS. Yes.

Mr. ALLIEN. Does the Recorn show whether the bill was
read or not?

Mr. GLASS.  Tdonot now reeall.  Tonce heard John J. Ingalls
deseribe Paradise Lost as *that great epic poem which every-
body praises and nobody reads.” [Laughter.] The Yreeland-
Aldrleh bil, whether resd or not, was that great legislative en-
actment that no Republican wanted, but for which all of them
voted under eauvcus rule. [ Laughter.|

The Aldrich end of it was denounced by Republicans in this
Chamber and the Vreeland emd of it vas denounced by Ropub-
licans in the other Chamber; and when there was a legislative
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union of (he two bad measures the composite bill represented
50 per cent of House infaumy and 50 per cent of Senate infamy,
dccording {o reliable Republican testimony. [Laughter.]

The Rrcorn will show that Mr. Prince, a Republican Member,
asked where he could get a copy of the bill, and Mr. I'NTZGERALD,
of New York, declared that no copies were to be obtained. The
telephones in the cloakroom got busy, and a few copies were sent
up from the Government Printing Oflice, whereupon Mr. Iirz-
QGERALD took one of these and called attention to the fact that the
Paper was not yet dry on which it was printed.

That is the way the gentleman from Wyoming [Mr, Mo~NDELL],
S0 piously complaining of our procedure now, performed when
he Iast had oceasion to consider curtency legislation. Iie voted
for a gag rule that gave us only four hours of debate, con-
trasted with four days for this bill. He voted for a rule that
denied both the Democratic and Republican sides the poor privi-
lege of offering a single amendment to the bill, whereas we shall
Itlli\'e every Republican full opportunity to offer amendments to

1is bill,

Should not the gentleman be ashamed of that sort of incon-
Sistency on the floor of the House?

Mr. BUCHANAN of Itlinois. Will the gentleman yield?

Mr. GLASS. Yes.

Mr. BUCHANAN of Illinois. Was the Vreeland-Aldrieh biil
read and considered under the five-minute rule?

Mr. GLASS. Ob, no; never. Not only not read and consid-
ered under the five-iminute rule, but they did not permit a soli-
tary amendment to be offered to it. And yet the three gentle-
men who have most bemonned the method of procedure in the
Dreparation and consideration of this bill were the three gentle-
men most conspicuous in “ perpetrating an outrage” on Jonx
Suage Wirriams and the Democratic Members of that Con-
Bress—Mr. Mookk, of Pennsylvania; Mr. MoxbeLn, of Wyo-
ling, “Old Ifaithful [laughter}; and my good and genial
friend from Pennsylvanin, Mr. BUrkE, all of them standpatters.
the last one of them tocing the mark when the whip cracked
ind each sneezing every time the Speaker took snuft, [Laughter. ]

Mr. PLALL.  Will the gentleman yield?

Mr. GLASS. OD, yos; T always yield willingly to my friend.

Mr. PLATI. I wanted to ask why the Demaocritic Party
should start out by taking the worst precedent of the Repub-
fleans instend of the best.

Mr. GLASN. We have not done that. T have tried to point
out, in contrast, how decently we have treated you in requital
of thie bad treatment accorded us when your side had charge of
Currency legislation. We shall let you offer all the amend-
lents you want {o offer, and with great cheerfulness and con-
Sistency we will vote most of them down. [Laughter.}] We
shall o that, I think, because we are not willing to believe that
A party responsible for the Vreceland-Aldrich bill could possibly
Improve this bill. [Laughter.]

The speech of my friend from Wyoming is a strange mixture
of sense and, if I may say it without the least offense, non-
sense, e asserts that the Federal board is given more power
Under this bill than any institution on earth, whereas I have
Sliewn, and no man here ean show the contrary. that there is
Scarcely a power with which that board is invested which has
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not been performed by one or two Government functionaries for
the last HO years.

I challenge any Member on this tloor right now to name a
power conferred upon the Federal reserve board by the pending
Lill that has not been exercised by the Secretary of the T'reas-
ury or the Comptroller of the Curreney under the national-bank
act with respect to existing banks iu some sense or degree for
many years, except the power of note issue.

1t iy complained that {he IFederal reserve beard has the
option to issue notes or not to issue. Of course it has. Did
not the bankers under the Aldrieh scheme have the option of
issuing or not issuing notes as (hey might please? Why not,
when this is a Government issue, give the I"ederal board the
option? When L directed attention to the fact (hat the Vree-
land bill, for which the gentleman from Wyoming voted, vested
this power with the Secretary of the Treasury alone, he insisted
that I had not correctly quoted it. When I asked him in whag
particular I had misqueted, be said he did not have time to
answer. I offered to yield him time to answer, but he has not
answered yet. Why? Because I quoted the law correctly. The
Vreeland bill distinetly, in section 2, vested the Seerctary of
{he "Treasury with the exclusive power of issuing $500.000,000
of credit curreney and passing on the sufliciency of securily; so
that the gentleman was willing to vest with one man the very
power that he protests is too great to be lodged with seven men'!
e talks devisively about this bill setting up a Pooh-Bah m
the banking system, totally insensible of the fact that the meas-
ure which he helped put on the statute book does vastly worse
in the way of concentrating control. I might aptly paraphrase
his dogeerel and remind him that the Secretary of the Treasury
under the Vreeland-Aldrieh Act is not only—

“The cook, and the ecaptaln bold,
And the mate of the Nuancy brig,
And the boatswain tight, aud the midshipmite,
But—the whole infcinal rig.

[ Laughter and applause on the Democeratic side. ]

The gentleman sneeringly criticized the DPresident of the
United States, and rather offensively, I regret to say, intimated
that Mr. Wilson has been using patronage to force currency
legistation, I do not believe n word of it.  [Applause on the
Democratic side.] I refuse to believe that the present occupant
of the Whife House is eapable of undertaking lo sway men’s
opiniong or to coerce their actions by the use of I'ederal patren-
age.  [Applause on the Democratic side.]

"fhe gentleman from Wyoming, ay did the gentleman from
Penngylvania, eriticized the 'resident for bhis alleged invasion
of the privileges of the legislative branch by undertaking to
coerce members of the Banking and Currency Committee and
likewise members of the Democratie caucus, Retort to that sort
of comment is easy. [ might remind him, were [ disposed to
be disagreeable, that the preceding occeupant of the White
Ilouse caused his Attorney General to draw up a railroad bl
which accompanied a presidential message to Congress, advising
us to pass it. [Applause.] But what has all that to do with
the merits of a currency bill now under consideration?

'fhe gentleman from Pennsylvania [Mr. Burke] discovered a
mare’s nest in this bill. “We have to fight over the battle
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for the gold standard,” he exclaimed. For {he first time, he
said, since the Republican Party 13 years ago put a declaration
on the statute books in favor of the cold standard, the doctrine
has been repudiated in a currency bill.  What nonsense! The
gentleman seems ignorant of the fact that the national bank
notes which Federal reserve notes will gradually displaee are
redeemable in “gold or lawful money.” Ile xcems not to kiow
that the Vreeland-Aldrich Act, for which he voted five years ago
requires that ity emergency notes shall be rodeemed in “eold
or lawful money.” Ile seems not to understand that the
Aldrich gcheme, which he confessedly favors now, uses precisely
the same phrase as to the redomption of the notes for which the
bill provides-——* gold or lawful money.”  Iiven so sane and or-
dmarily sensible n paper as the New York Sun appears to be
alarmed beeause this bill follows the national banking act and
the Vreeland-Aldrieh statute and the provision of the Aldrich
schieme eoncerning note redemption.  They affect to think we
have made an assault upon the gold standard. What 2 piti-
ful sort of opposition to this bill that is.

My excellent friend, Mr. Burke, found out something else.
I hate to ryuin his speech by ealling attention to his discovery.
ILaughter.] 1le said we have provided in this bill jn behalf
Of (Le agricultnral classes, for loans on unencumbered farm
lands, but have diseriminated against the humble laboring
man in the cities; that we deny the workman the right to
borrow money with which to defray the cost of his modest
llome, In that same speech he admitied that he was for the
Aldrich bill, by reference to section 40 of which it will be
Noted that no loan on real estate is permitted in any one of the
47 reserve cities or the three central reserve cities of {he coun-
try.  Mr. Burke being from Pittsburgh, a reserve eity, thus
advaentes a scheme (hat expressly denies his humble Iaboring
men the right to borrow money to defray the cost of thelr
todest homes.  [Laughter on the Democratie side.]

And so these astonishing inconsisteneies proeeed, Mr. Chair-
man. The gentleman from Wyoming [Mr., MoxpeLL] advo-
‘ated the mobilization of reserves, but assailed the very pro-
vision of thig bill which provided for mobilization; he advo-
cited  decentralization and assailed the very decentralizing
feature of this bill. 1le talked about the failure of (his
measure {o provide uniform discount rates. The Aldrich bill
DProvided a uniform discount rate; but, if you will examine the
hearings had before the Committee on Banking and Currency,
You will there see (hat eminent bankers openly admitted that
it was an impossible provision. The truth is, it was a pre-
tense, While the bill provided that the rate of discount should
be uniform, no method was devised to make the rate uniform,
whereas the open-market provision of the pending bill will en-
able the reserve bank to enforce iis rate of discount.

Next, the gentleman from Wyoming criticized the bond-
refunding provision of this bill, saying it would cost the Gov-
ernment $7,000,000 per annum, whereas refunding under the
Aldrich Bill would not cost the Government a cent. Such sim-
Miclty, such credulity, were never witnessed before since the
World was created.  As a matter of faet, if there was one pre-
tense in (he Aldrich bill more obvious than many others, it was
the pretense that the Government would be involved in no cost
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in refunding the 2 per cent bonds. Why not? 'The 2 percents
were to be refunded into threes. Who was to pay the differ-
ence?  The pretense was that the Government was to be
authorized to levy a franchise tax in order to compensate itself,
But the franchise tax was to come out of the Government's part
of the earnings of the Federal reserve association, so that the
Government was required to take its own funds with which to
pay iteelf!

The DProgressive floor leader of the IHouse [Mr. Murnock],
like most other gentlemen who have spoken, thought there
were defeets here and blunders there, and mistakes elsewhere
in the bill, but graciously conceded that it was so much better
than the existing system that he was inelined to vote for it, hop-
ing that it would be improved at the other end of the Capitol.
Nevertheless, he eriticized the Demoeratic majority for an al-
leged, violation of iis platform pledges.  The bill, he said, is
{imid, weak, halting, beeause it does not include a provision
against interlocking divectorates as promised in the Democeratic
platform.  As a matter of fact, the Demoeratic platform
declaration against interlocking directorates treated that sub-
jecet as an antitrust proposition and did not associate it with
banking and curreacy laws at all. And it is a trust proposition.
Whal does the plattorm say on the subject? The exact lan-
guage is this:

We favor the declaration by law of the conditions upon which cor-
potations shall be nermitted to engage in inlerstate trade, including
amon« others the prevention of holding companles, of interlocking direc-
torates, ele.

So that the deelaration there had no connection with or rela-
tion o the subjeet of banking and currency; and it is absurd to
charge that the Democrats in Congress have repudiated their
platform merely heenuse they refuse to embody extrancous mat-
ter in a bill for a banking and currency system. The presiding
genius of 1lie Money 'Crust investigation was the employed attor-
ney, Mr. Samuel Untermeyer, of New York, who so searchingly
interrogated the witnesses; and he has publicly declared that the
two subjects have no relation one to the other. e goes to the
extreme of saying that anybody who undertakes to associate one
with the other and to complicate this currency legislation with
the proposition to embody in it the I’ujo recommendations *is
a parly marplot.”

But, pray, what is the position of the Progressive Parly upon
currency legislation? My friend from Kansas [Mr. Mygrpock|
made a speech yesterday covering seven pages in the RRECORD,
and it contained seven lines about currency reform. Ie way
given the privilege of naming a member of (he Banking and
Curreney Committee.  Am [ not correet in that supposition?

Mr, HIAYES, He was.

Mr. GLASS. Why did he not persuade this Progressive
Member to embody in gome one of the numerous bills he intro-
duced some provision against Interlocking divectorates? Treated
as a trust question, we know very well the position of the gen-
tleman's leader, Mr. Rooscvelt, on (he subject of monopoly,
because it is recalled that he made terms with (he great Steel
Trust magnates and promised the culprits immunity before they
perpetrated their erime of absorbing the Tennessee Coal & Iron
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Co.,, thus consummating one of the most gigantic industrial mo-
Hopolies of the world., [Applause on the Democratice side.]

Yet, with this rocord of his chief staring him in the face, the
~rogressive floor leader here criticizes the Democratic Party
upon the pretense that it has violated failh with {he people and
1epudiated ils platform because it will not ewbody in a banking
and currency bill something that relates properly to trusts aad
Ccombinations in restraint of interstale trade.

Mr. Chairman, I believe I will not further tax the patience

the Ilouse by commenting on such irrelevant eriticisins of
he Dbill, They seem to have made no serious impression. [

ve been gratified, as well as astonished, at the moderation of
Eentlemen who Lave essayed to eriticize the bill. Tt is a complex
‘luestion, an exceedingly diflicult problem, and while I knew
tat we had thrashed it out among ourselves pretly thor-
oughly T seareely hoped that we had made such a good jobh of
1t as the eriticisms from that side of the llouse would indicate.

I'will not proceed longer m the discussion of the matter, and
1 thank my colleagues for their patient attention. [Applause. }

FEDERAL RESERVE BOARD.

Ity POWERS KOT AS OREAT AS TIIOSE OF INTERSTATE COMMERCE
COMMISSION,
[Extract from CoXGRESSIONAL REconD, Sept. 16, 1913.1

A AMADDEN. There ought {o be minority representation
O 115 hoard, and the men who furnish the money to organize
the Feoderal reserve banks proposed to be organized under the

g of this bill ought to have a voice 1n {heir management,

Mr. GELASS. Will tie gentleman permit a question?

Mr. MADDEN.  Certainly.

L. GLASS. Was it found necessary to put railroad presi-
dentg or rallrond managers on the Interstate Commerce Com-
Wission ip order that the Government might eiliciently super-

“*and control the rallroads?

MADDEN., That is quite a different proposition. In the
(:”9“ of the Interstale Commerce Commission we give them only
IeL’Hlnlory power. In the case of the reserve bank board they
;‘r" glven absolnte jurisdiction to manage and control every
tem of lusiness that nmay be created or conducted by the Led-

Al reserve hanks.

GLASS., Mr. Chairman, T shall put into the REcorp right
«;l“t t'ms boint a 'stulmnou't of the powers olf th(.,- Interstate Com-
th \lC‘G Commlssion, showing that they are infinitely greater than
¢ Dowers granted to the Federal reserve board.
YOMANN,  The gentleman is not familinr with the inter-
€-commerce law, evidently.

GLASS. I will say to the gentleman from Illinols [Mr,
of er] that [ may not be as familiar with the teehnical terms

1% oas he, but I have read the powers conferred upon the

8tat

{:\l.t""“"‘.te Commerce Commission, and, in my conception of the
tlilll", they are infinltely grealer than the powers conferred on
\S reserve hoard.

'Ollr. MADDIN. Mr. Chairman, T simply want to say in reply
my friend from Virginia [Mr., Grass], the chairman of the
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commitlee, in charge of the bill,as 1 understand the power of the
Interstate Commerce Commission it is that it has the power
{o resulate the rates to be charged by the railroad companices,
but no power whatever to manage the railroads of the Nation.

On {he other hand, 1 understand the power of the Federal
reserve hoard Lo be not only to direct but to control and regulate
every phase of the management of the Federal reserve hanks,
down to the smallest iten.

They have nothing whatever to do with the finances of the
railroads, and they can only say to the railroad companies that
the rate proposed to be charged is unjust and that they must
maodify the rate to meet what the Interstate Commerce Commis-
sion believes to be a just one.

Mr. GLASS. Mr. Chairman, T will not consume the time of
the committee right now in reading in detail the powers of the
Inferstate Commeree Commission, but will ask to insert in the
Rurcoky this reeital of the powers:

Lxintre.
PLRINCIPAL DUTIES OF THE INTERSTATE COMMERCE COMMISSION,
(Revised to February, 1906, by 1. T. Newcomb.)

Spertrox 1A, To order the coustruction, maintenance, and operation
upon reasonakle terms of switch constructions between any railway
and any lateral braneh line of railvoad or private sidetrack where safe,
reasonably practicable, and there Is sulliclent business.

Spe. ALY To modify the requirements of the law as to length of
not of changes in rates or as to publishing, posting, and filing rate
schedules or tariffs.

Spe. 6132 To execute and enforce the law.

SEe, 6C.2 'To apply to district attorneys of the United States to in-
stitute and prosecute proceedings for the enforcement of the law.
Gns

SEC. 1o lssue subpeenas and subpomnas duces tecun.

S, 6l To order testimony taken by deposition for use before itself.

Sl GIN8 o appoint persons to take depositions In foreign countries
for usge before itself.

Sue. 1349 To receive complalnts and investigate matters made the
subjcet of comiplaint.

S1iC. 138, To Institute Inquirles = on Its own motion * and *to the
game cffect as though complaint had been made.”

BEC. 14419 To make written reports of ity Investigations.

SEe. 148" To inelude in its reports of Investigations its * declslon,
order, or requivement In the premises,” and, If It awards damages, its
*indings of fact)”

SEC. 15A.3 “To delermine and prescribe,” after “ full hearing,” = what
will be the Just and reasonable rate or wvates, charge or charges, to be
therenfter observed as the maximum to Le charged, and what regula-
tion or practice In respect to such transportation is just, fair, and
reasonable to be thereafter followed; and to make an ovder that the
earrtor shall cease and desist from such viotation, to the extent to which
the commission find the same to exist, and shall not thereafter publish,
demand, or collect any rate or charge for such transportation in excess
of the maximum rate or charge ay prescribed, and shall conform to the
regulation or practice as preseribed.”

SEC. 1583 To preseribe, within certain limits, when its orders shall
take effect and how long they shall remain In foree.

SEe. 15018 o preseribe divisions of Joint rates.

qre. 1508 Mo establish through roules and fix joint maximum rates
and divistons of rates on such routes.

Q. 15133 o preseribe maximum allowances for services connected
with transportation performe:l by owners of the zoods transported.

Sred. 16A% and 16a. T'o make corders divecting the payment ot moncey
damages,

Spe, 1613 Mo suspend, reverse, or modify Its own orders.

Qe 1602 To employ counsel *in any proceeding * under the law.,

Sm!.] 1610.2 Mo apply to the INederal courts to compel obedience to
ity orders.

Siee. 1615.2 To defend suits brought * to enjein, set aside, annul, or
suspend ' oany of ity orders,
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SEC. 17A.2 To make and alter Its own rules of practice.

To prosecute anywhere, by one or any number of Itg
vembers ‘‘ any Inquiry necessary to its duties.”
law C. 20A1 To requive annual reports from carrlers subject to the

SE . 20B.1 To prescribe the form of such reports and to require
Snacin erg In them to ‘‘all questions™ on which It “may need
information.”

To Nx n date after which all carriers subject to the law
nave “as near as may be” a uniform system of accounts and the
manner in whilch such accounts shall be kept.
pen (20D To require speclal monthly reports of earnings and ex-
ses.
To prescribe the forms of all accounts, records, and

I ania of trafllc movement and receipts and expenditures of money

Peimitted to be kept by the carrlers.
¢0F.1 To have constant access to and to Inspect the accounts of
carriers.
. 1A12 To report annually to Congress and to make * recom-
lnendations as to additional legislation.”
[ In> powers were added by the Mann-Elkins Act, 1910:

Responsibllities added :

Interstate telegraph, telephone, and cable cnmsumk-s.

2 t haul put absolutely in hands of Interstate Com-
merce Commission
v to suspend proposed changes in rates pending hearing and
declsion

L 6. Amended s0 as to require written quotation of particular
Fale on written request.

ower to order, after hearing, * through routes” and to prescribe
??'“' tes, e ol tho conunectiug carrlers is a water line.
The only iimitatlons ave—-

(1) That no through route shall be formed with a street railway not
On:az:ed in passenger business.

.2) That no route may be cstablished when the transportation is
Whatle 4y \vater, as s will be beyond the jurlsdiction of the com
ission,

(3) That no rallroad shall be required to embrace In the through
Foute fubstantlally less than the entire length of its road. or any
mtermediate road under Its control, which lies between the termini
YL the proposed route,

Ipper may deslgnate In writing the route he prefers through
tranie to take, subject to exceptions made by the commlission

Passes clause modliled.

Classlficatlon of property for transportation ordered

~~. 13, Amended so as to glve same powers o inquiries on “ its
gﬂ“’t“ wotfon " to tnose on ‘‘complalnt’ In the matter of ordering

0s,

SEC. 15, Amended to glve the commission jurisdiction over all recu-

U n and practlees of carriers and the power to prescribe reasonable
Tezulatlons to be hereafter followed.

‘very carrler to provide reasonable facilities for through routes

L'y certaln supplementary acts the commission is also given extensive
Nowers tor the enforeement of the safety-appliance and hours-of-servlce
Aws and (he collection of data covering accldents.

(Extrnct from an article In the Quarterly Journal of Iconomles, 1910
by I I1. Dixon.)

O m—RBy the acts of 1906 and 1910 they (the people) have cre-
?“‘“ *n administrative agency clothed with powers more extraordinary
'™ have ever before been Intrusted to any similar body In the history
Of thy. country. The Interstate Commerce Commission has jurisdiction
Over g} Important carriers of interstate commerce In the United States,
N ‘? tnose operating solely by water. 'L'elr rates, classifications,
reenlasi-g Tand practices are subject to the commission’s authority
Clthar \yity or \vflhout complaint.  Prospective rate changes may be
o nded by it for 10 months beyond their effective date, and if tho
lc)“'m“"llsslon wills it may never become effective. Its permission must
¢ secured berore a less rate can be charged for a longer than a shorter

:ACCOUHHHL} and reporting sections.

adrosecuting sections. No, 30 possibly in this class.

A se powers and duties relate to the recelpt and adjudication

T nts, to the procurement of testimony necessary therefor, or to

Cdress wrongs complained agafnst and shown by testimony to exist.
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distance. AL its diseretion It may establish through routes and joint
rates.  Its orders are (n force when tmade unless the courts set them
aside, and this the courts can not do without a hearing after notice.
Fiually, if present rutlings ace not overthrown, the courts will enforee
all the cammission's orders, unlesy they are uncongtitutional or beyond
tts aathority.  Surely the people of "the United States have placed
upon this commission a grave vesponsibility,  Upon its wisdom and
justice the people rely for a successful vezulation of the Interstate
commerce of this country.  (Other interstate commerce legislation
cnacted under separate measures at the last session ol Congress -
chide an aet granting authority to the commission to investigate rail-
rond aceidents; a supplement to the safety-nppliance aets requiring
that ears after July 1, 1911, be equipped with =il steps, hand brakes,
ladiders, and running boards: and an amendment to the employcrs
lHability act defining the procedure and vight ot action.)

Mr., MADDIEN. Will the gentleman yield for a question?

Mr., GLASS. Yes.

Mr. MADDEN., I wonder if the gentleman would contend
that the Interstate Conmnerce Commission ean demand the
assets of one railroad company to help out another if the other
is I disiress?

Mr. GLASY.  As T read the powers of the Interstate Com-
meree Commisslon, it can initiate a joint rvate which in its
effect would be doing that very thing,

Mr. MADDEN. Well, the gentleman has not answered my
question. 'T'he Federal reserve board will have the power to
direct one Ifederal reserve bank to rediscount the paper of
another Federal reserve bank ander certain conditions.

Mr. GTLASS. Yes; and it will inure to the benefit of the dis-
counfing banlk.

Mr. MADDEN. Well, has the Interstate Commerce Connnis-
gion the power under any conditions to divert the assets of one
railroad to another in order to help it out?

Mr, QLANS. T answered the gentleman that it has, in that it
has the power to initiate a joint rate which might have . that
effect.

Mr. BORLAND. Mr. Chairman, will the gentleman yield?

The CHAIRMAN, Does the gentleman yield?

Mr. GLASS, I do.

Mr. BORLAND. I wanted to suggest to the gentleman (rom
Virginia [ Mr. Grass] that the Interstate Commerce Commis-
sion does have power to compel a common carrier to accept a
cortain cluass of business, whether the common carrier wishes to
do so or not.

Mr. MANAITAN, Mr. Chairman, let me suggest to the chair-
man of the committee that the Interstate Commeree Commission
has the power to compel the interchange of freight cars, the
actual equipment of one railroad with another railroad, hy
orders to that effect; and uudoubtedly it is expressly provided
that the assets of one railroad in its equipment can be com-
pelled to he hauled clear across the continent and be used by
other railroads for the public good.
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