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BANKING AND CURRENCY REFORM 

The real opposition to this iiiil is not as to Government control, upon 
which we shall never y i e ld ; it is not a s ' t o the capital subscription re-
quired, which is precisely that of the Ahlrich scheme, unanimously 
indorsed by the American Bankers' Assoc iat ion; it is not as to the 3 
per cent dividend allowed member banks, (lie exact l imit prescribed in 
the Ahlrich bi l l ; 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 those things, Mr. Chairman, that vexes the 
big bankers. It is a loss of profits derived from a system which makes 
them the legal custodians of all the reserve funds of the country, 
$240,000,000 of which funds on the 24th day of November, 1912, they 
had piit into the maelstrom of Wall Street stock operations. 

HON. CARTER GLASS 
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S P E E C H 

OK 

11 0 N" . 0 A 11 T E It G L A S S , 
O F V I R G I N I A , 

I N T H E H O U S E OF REPRESENTATIVES, 

Wednesday, September 10, 1913. 
The House in Committee of (lie Whole House on the state of the Union 

had under consideration the 1»111 (II. U. 78157) to provide for the estab-
lishment of Federal reserve banks, for furnishing an elastic currency, 
affording means of rediscount Ing commercial paper, and to establish a 
more effective supervision of bunking in the United States, and for other 
purposes. 

Mr. GLASS. Mr. Chai rman, I desire to present to the House, a s 
in Committee of the Whole, a brief explanat ion of II. It. 7S37, 
reported f rom the l l ank ing a n d Currency Committee, wi th imma-
terial amendments , and to give the reasons which ac tua ted the 
committee in i ts construct ion and considerat ion of th i s measure . 
I would ask the kind indulgence of my colleagues as I make 
this presentat ion of the hill, and would especially request t ha t 
(ho continui ty of my speech be not in ter rupted, a s the topic is 
technical and a s I am unused to address ing the House. 
When wo come to consider Iho bill p a r a g r a p h by pa rag raph 
under the live-minute ru le the cha i rman of the commit tee a n d 
o ther members who have collaborated wi th h im will bo glad to 
answer till questions, if they can. 

I th ink it is pre t ty generally agreed t h a t there is a pressing 
necessity for currency legislation in (his country. The country 
itself th inks so if any significance may be a t tached to the thou-
sands of let ters received by (he lh inking and Currency Coimnit-

•tee of (he House wi th in (he las t six months or to the resolutions 
passed by hundreds of commercial bodies th roughout the United 
S la tes calling fo r immediate consideration and action by Con-
gress. From every qua r t e r and f rom all classes of citizens (lie 
demand lias proceeded; and, in die judgment of the Hanking 
and Currency Committee, Congress should no longer evade an 
imperat ive duty. 

"A BARBAROUS S Y S T E M . " 

For more (ban a qua r t e r of a century there have been strong 
symptoms of an intense dissat is fact ion with the prevai l ing na-
tional banking and currency sys tem; and this spir i t of discon-
tent has been accentuated as, f rom t ime to time,.the u t te r inade-
quacy of the system has been made mani fes t in periods of finan-
cial peril. While the exist ing system iias operated sa t is factor i ly 
under ord inary business conditions, and while the adminis t ra-
tion of the system for (he HO yea r s of its history furn ishes a 
•high t r ibute to the integri ty and ellicieney of those concerned 
in i ts operat ion and oversight, its very best f r i end is bound to 
admi t tha t , in t ime of s t ress and storm it lias broken down 
utter ly. Th is has occurred so of ten and the ensuing disas ter 
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h a s been so d r e a d f u l a s to c a u s e Hie b a n k i n g e x p e r t s of o t h e r 
n a t i o n s a n d p r a c t i c a l f i nanc i e r s e v e r y w h e r e to m a r v e l a t o u r 
c o n t i n u e d f a i l u r e e i t h e r to a d o p t a b e t t e r s y s t e m or c o r r e c t t h e 
ev i l s of t h e one w e have . F i n a n c i a l t e x t b o o k w r i t e r s o£ E u r o p e 
h a v e c h a r a c t e r i z e d o u r A m e r i c a n s y s t e m a s " b a r b a r o u s , " a n d 
e m i n e n t b a n k e r s of t h i s c o u n t r y w h o , f r o m t i m e to t ime , h a v e 
a p p e a r e d b e f o r e t h e B a n k i n g a n d C u r r e n c y C o m m i t t e e of t h e 
H o u s e , h a v e n o t h e s i t a t e d to con fes s t h a t t h i s b i t t e r c r i t i c i sm is 
m e r i t e d . W h i l e w e m a y b o a s t t h a t no n o t e ho lde r l ias eve r los t 
a do l l a r , a n d t h a t t h e losses of d e p o s i t o r s c o n s t i t u t e a n incon-
s i d e r a b l e p e r c e n t a g e of t h e to t a l l i ab i l i t i es of t h e b a n k s , never -
t he l e s s t h e f a i l u r e of t h e s y s t e m in a c u t e ex igenc ie s h a s c a u s e d 
w i d e s p r e a d b u s i n e s s d e m o r a l i z a t i o n a n d a l m o s t u n i v e r s a l dis-
t r e s s . F i v e t i m e s w i t h i n t h e l a s t oO y e a r s financial c a t a s t r o p h e 
l ias o v e r t a k e n t h e c o u n t r y u n d e r t h i s s y s t e m ; a n d i t wou ld be 
dif f icul t to c o m p u t e tho e n o r m o u s losses s u s t a i n e d by all c l a s ses 
of soc ie ty—by t h e b a n k s i m m e d i a t e l y i n v o l v e d ; b y t h e mer -
c h a n t s Whose c r e d i t s w e r e c u r t a i l e d ; by t h e i n d u s t r i e s whoso 
s i iops w e r e c l o s e d ; by t h e r a i l r o a d s w h o s e c a r s w e r e s t o p p e d ; 
by t h e f a r m e r s whose c r o p s r o t t e d in (lie fields; by t h e l a b o r e r 
w h o w a s d e p r i v e d of b i s wage . T h e s y s t e m l i t e r a l l y h a s no 
r e s e r v e fo rce . T h e c u r r e n c y ba sed upon t h e N a t i o n ' s deb t is 
a b s o l u t e l y u n r e s p o n s i v e to t h e N a t i o n ' s b u s i n e s s needs ; T h e lack 
of coope ra t ion a n d c o o r d i n a t i o n a m o n g t h e more t h a n 7,:)00 
n a t i o n a l b a n k s p r o d u c e s a c u r t a i l m e n t of f a c i l i t i e s a t a l l p e r i o d s 
of excep t iona l d e m a n d f o r c r ed i t . T h i s pecu l i a r d e f e c t r e n d e r s 
d i s a s t e r i nev i t ab l e . 

EFFORTS AT HEFORM. 

F o r y e a r s t h e b u s i n e s s a n d b a n k i n g c o m m u n i t y h a s been 
c a s t i n g a b o u t f o r a r e m e d y . I n 1SDS t h e I n d i a n a p o l i s M o n e t a r y 
Commis s ion m e t a n d o f f e r ed sugges t i ons w h i c h w e r e ignored . 
L a t e r t h e A m e r i c a n B a n k e r s ' Assoc i a t i on a t A t l a n t i c C i t y 
d r a f t e d a n e m e r g e n c y c u r r e n c y bi l l w h i c h w a s i n t r o d u c e d b y 
Mr . F o w l e r , r e f e r r e d to t h e B a n k i n g a n d C u r r e n c y C o m m i t t e e , 
b u t n e v e r r e p o r t e d or e n a c t e d i n t o l aw. S e v e r a l y e a r s the re -
a f t e r we had the L o v e r i n g bill , a n d n e x t t h e F o w l e r bill , con-
s i d e r a t i o n of w h i c h l a t t e r m e a s u r e w a s r u d e l y i n t e r r u p t e d bv 
t h e a c t i o n of t h e R e p u b l i c a n congres s iona l c a u c u s in May , 1908. 
I g n o r i n g t h e B a n k i n g a n d C u r r e n c y C o m m i t t e e , t h e p a r t y c a u c u s 
a g r e e d u p o n t h e Vree lan t l bill f o r a n e m e r g e n c y c u r r e n c y a n d 
c a u s e d t h e d i s c h a r g e of t h e H o u s e B a n k i n g a n d C u r r e n c y Com-
m i t t e e f r o m f u r t h e r c o n s i d e r a t i o n of c u r r e n c y m a t t e r s a t t h a t 
sess ion of Congress . M e a n w h i l e , Mr . A l d r i c h h a d i n t r o d u c e d a 
bill in t h e S e n a t e a n d , by a n a c t of l eg is la t ive mi scegena t ion , 
t h e t w o b e c a m e one, a n d in h y p h e n a t e d f o r m w e h a v e t h e 
Vreeland -Aldr ich '.aw, w h i c h soon will e x p i r e by l i m i t a t i o n . 
No t one d o l l a r of c u r r e n c y h a s eve r been i s sued u n d e r i t s p ro-
vis ions , t h u s l i t e ra l ly con f i rming t h e p red i c t i on m a d e a t t h e t i m e 
by t h o s e w h o opposed t h e m e a s u r e . H o w e v e r , t h e commis s ion 
f o r w h i c h t h e bill p rov ided w a s d u l y a p p o i n t e d a n d fo r t h r e e 
y e a r s , a t a cost of n e a r l y $300,000 to t h e G o v e r n m e n t , p r o s e c u t e d 
the w o r k of i nves t iga t ion , m a k i n g i ts r e p o r t a n d r e c o m m e n d a -
t i ons to t h e S ix ty -second Congress . 

T H E AT.DRICII SCHEME. 

I do no t d e s i r e a t t h i s t i m e to m a k e a n y c o m m e n t s upon t h e 
w o r k of t h e M o n e t a r y Commiss ion . I t is t r e a t e d in some de-
ta i l in t h e r e p o r t of t h e B a n k i n g a n d C u r r e n c y C o m m i t t e e 
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which accompanies t he bill now under considera t ion, i t is 
sutlicient to say t h a t those members of the B a n k i n g a n d Cur-
rency Commit tee pecul ia r ly charged w i t h t he responsibi l i ty of 
recommending legis la t ion fe l t p rec luded f r o m cons ider ing the 
so-called Aldr ich bill by reason of the f ac t t h a t t he p l a t f o r m of 
the Democra t i c P a r t y adop ted a t Ba l t imore explici t ly denounced 
t h a t proposed legislat ion. I t is in te res t ing to note also t h a t t h e 
p l a t f o r m of t h e Progress ive P a r t y l ikewise denounced the p l a n 
of the Mone ta ry Commission, whi le t h e p l a t f o r m of the Repub-
lican P a r t y w a s si lent on t he subjec t . T h e wisdom of these 
p l a t f o r m dec la ra t ions h a s since been jus t i f ied by the f a c t t h a t 
t h o u s a n d s of b a n k e r s have abandoned the Aldr ich bill and even 
some of those whom it w a s most in tended to benefi t have pub-
licly confessed t h a t the m e a s u r e con ta ins some exceedingly 
dange rous provisions. 

T h e p roponen t s of (he bill now under cons idera t ion did no t 
he s i t a t e to a p p r o p r i a t e a n y suggestion of a mer i to r ious n a t u r e 
m a d e by the Mone ta ry Commission, j u s t a s t he so-called Aldr ich 
scheme embodied m a n y of the provis ions of (he Fowler bill a n d 
the Muhleman cen t ra l b a n k plan. We also m a d e a c a r e f u l 
s tudy of the b ranch bank ing sys tem of C a n a d a a n d whi le w e 
found t h a t i t had admi rab ly served i t s purpose in t h a t coun t ry 
w e c a m e to t he conclusion t h a t it would not be possible to app ly 
it to the Amer ican sys tem w i t h o u t v i ta l a l t e r a t i o n s which wou ld 
r u n a t h w a r t (lie b a n k i n g pr inc ip les a n d the bus iness h a b i t s to 
which the Amer ican people have been so long accus tomed. 
Hence, a f t e r exhaus t ive inves t igat ion a n d hear ings , ex tend ing 
over a period of m a n y months , the pend ing bill w a s d r a f t e d and , 
a f t e r ful l cons idera t ion a s to every deta i l , is repor ted to t h e 
House w i t h the recommendat ion t h a t it be passed. Thus , Mr . 
Cha i rman , t he B a n k i n g a n d Cur rency Commit tee fee l s t h a t i t 
h a s fu l l y d i scharged i t s own du ty a n d t h a t f u r t h e r responsi-
bil i ty is w i t h th i s body. 

T I M E TO ACT. 

I ven tu re to exp res s t h e s incere hope t h a t the H o u s e will 
not de lay the e n a c t m e n t of th i s bill. T h e chief a n d ever las t ing 
curse of a t t e m p t e d b a n k i n g a n d cu r rency legislat ion in th i s 
coun t ry has been the proneness of public men to p roc ras t ina te . 
When the Vreeland-Aldr ich m a k e s h i f t w a s adopted ex-Secre ta ry 
L y m a n J . Gage w a r n e d the commit tee a n d Congress t h a t the 
bill w a s " m e r e l y a d a n g e r o u s narco t ic to lull the Na t ion to 
sleep, f r o m which s lumber i t would some d a y a w a k e n in 
agony." Remember ing t h a t financial pan ics in the Uni ted 
S t a t e s a r e decennial , a n d t h a t wo a r e f a s t approach ing the 
t ime-l imit f r o m 1007 to 1917, it seems to me t h a t the obligat ion 
to legis la te is immedia te . Wo should no longer, f r o m hab i t or 
t imidi ty , g rave ly shake ou r h e a d s a n d insis t t h a t w e " w i l l no t 
be h u r r i e d in th i s m a t t e r " ; t h a t we w a n t f u r t h e r t ime f o r con-
s i d e r a t i o n ; t h a t we m u s t have o the r hea r ings a n d add i t i ona l 
i n fo rma t ion . Somet imes I a m brough t to wonder , Mr. Chair -
man , w h a t sor t of i n fo rma t ion is w a n t e d by the public men who 
e te rna l ly plead f o r delay. T h e r e is no t h e m e on e a r t h upon 
which in fo rma t ion m a y more readi ly be obta ined t h a n upon the 
cur rency quest ion. T h e r e is no topic upon which we have more 
a u t h o r i t a t i v e expe r t express ion a n d the re a r e f ew sub jec t s upon 
"He genera l pr inciples of which expe r t opinions a r e in g r e a t e r 
accord. If it d id no o the r good, the Mone ta ry Commission, a t 
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a cost of a p p r o x i m a t e l y $150,000, a s s e m b l e d a g r e a t l i b r a r y on 
t h e s u b j e c t of b a n k i n g a n d c u r r e n c y r e f o r m , w h i c h f o r t w o 
y e a r s h a s been access ible to every M e m b e r of Congress . L e s s 
t h a n s ix m o n t h s ago t h e B a n k i n g a n d C u r r e n c y C o m m i t t e e of 
t h e H o u s e closed e x h a u s t i v e h e a r i n g s on t h e sub jec t , a t w h i c h 
t h e bes t se lec ted r e p r e s e n t a t i v e s of eve ry k n o w n n a t i o n a l g r o u p 
tes t i f i ed big b a n k e r s a n d l i t t l e b a n k e r s , m e r c h a n t s a n d f a r m -
ers , c r e d i t men a n d m a n u f a c t u r e r s , c u r r e n c y exper t s , l a b o r i n g 
m e n a n d t ex tbook w r i t e r s . And t h e r e is scarce ly a p rov i s ion 
of t h i s pend ing c u r r e n c y bill w h i c h m a y not be r e l a t e d to these 
hea r ings . T h e y took t h e w i d e s t r a n g e a n d ref lected eve ry con-
ceivable v a r i e t y of o p i n i o n ; a n d t h e r e is abso lu te ly no excuse 
f o r f u r t h e r de lay . 

T H E rt iEDGE OF r A K T I E S . 

All p a r t i e s a r e c o m m i t t e d to t h e solu t ion of t h i s problem. 
W h e n t h e Vreeland-AUlr ich bill w a s p a s s e d five y e a r s ago t h e 
R e p u b l i c a n P a r t y in Congres s so lemnly p ledged itself to speedi ly 
r ep lace t h a t t e m p o r a r y exped i en t w i t h a p e r m a n e n t a n d com-
p rehens ive s t a t u t e , w h i l e one of t h e l a t e s t publ ic e x p r e s s i o n s 
of t h e l a s t R e p u b l i c a n P r e s i d e n t w a s upon t h e necess i ty of bank-
ing a n d c u r r e n c y r e f o r m . Mr . T a f t d e c l a r e d t h a t — 

It is more Important than tlio tariff, more Important than conserva-
tion, more important than the question of trusts and moro important 
than any political legislation that has been presented. 

T h e l a s t n a t i o n a l p l a t f o r m of t h e D e m o c r a t i c P a r t y com-
m i t t e d us to " a s y s t e m a t i c rev is ion of t h e b a n k i n g l a w s of t h e 
c o u n t r y , " a n d t h e D e m o c r a t i c P r e s i d e n t of t h e U n i t e d S t a t e s 
w h o w a s elected on t h a t p l a t f o r m a p p e a r e d a t t h e S p e a k e r ' s 
desk of t h i s H o u s e more t h a n t w o m o n t h s ago a n d u rged Con-
g re s s no t to w a i t un t i l " t h e d e m a n d s of t h e c o u n t r y sha l l h a v e 
become r e p r o a c h e s . " T h e P r e s i d e n t r e c o m m e n d e d t h e l ines 
upon w h i c h wo shou ld proceed, s a y i n g : 

We must have a currency, not rigid as now, but readily, elastically 
responsive to sound credit, the expanding and contracting crcdits of 
everyday transactions, the normal ebb and How 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 their use for speculative purposes in such 
volume as to hinder or impede or stand in the way of other moro legiti-
mate, more fruitful uses. And the control of the system of banking 
and if issue 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 lie the instruments, not the masters, of business and of individual 
enterprise and initiative. 

REGIONAL RESERVE BANKS. 

Upon t h e s e p rec i se l ines t h i s bil l i s cas t . Gu ided by t h e 
l a m p of exper ience , t a k i n g n o t e of t h e f a c t t h a t , in t i m e of 
emergency , c l ea r ing-house a s soc i a t i ons in t h e g r e a t money 
cen te r s , a n d even in s m a l l e r communi t i e s , r e p e a t e d l y suc-
ceeded in a r r e s t i n g financial d i s a s t e r , t h e H o u s e B a n k i n g 
a n d C u r r e n c y C o m m i t t e e conceived t h e idea t h a t reg iona l 
o r g a n i z a t i o n s of i nd iv idua l b a n k s t h r o u g h o u t t h e c o u n t r y 
m i g h t e f f ec tua l ly p r c v e u t d i s a s t e r . Hence , t h e f u n d a m e n t a l 
i dea of t h e bi l l n o w p re sen t ed Is t h e c r ea t ion of a n e w 
c l a s s of b a n k s to bo k n o w n a s F e d e r a l r e se rve b a n k s . T h e 
c o u n t r y is to be d iv ided in to twe lve p a r t s , h a v i n g r e f e r e n c e to 
c a p i t a l a n d t h e ex i s t i ng cour se of b u s i n e s s ; a n d in each of t he se 
r e g i o n s is to be o rgan i zed a F e d e r a l r e se rve b a n k . T h e mini-
m u m c a p i t a l i s tx> l>» $3,000,000 a n d t h e b a n k is to be o w n e d 
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and opera ted by I he s tockholding h a n k s of <ho d is t r ic t , both 
Na t iona l a n d S ta te . T h e cap i ta l i za t ion of the reserve b a n k is 
to be 20 per cen tum of the capi ta l of t he s tockholding banks , 
one-half paid in a n d one-half subjec t to call. T h e bus iness of 
t he rese rve bank wil t be the rediscount ing of paper p resen ted 
by member b a n k s growing out of commercia l , indus t r i a l , a n d 
ag r i cu l tu ra l t r ansac t ions , w i th a m a t u r i t y in some cases of no t 
more t h a n !)0 a n d in o the r s of not more t h a n 120 days . These 
b a n k s m a y also buy and sell Government securi t ies , gold a n d 
s i lver bullion, fo re ign coin, fo re ign exchange, a n d open-marke t 
bi l ls of given m a t u r i t y . They a r e also to conduct , w i t h o u t 
charge , t he fiscal ope ra t ions of tho Uni t ed S t a t e s Government . 

Unde r th i s bill t he re is vas t ly less i n t e r f e r ence wi th tho 
ex is t ing independent b a n k i n g system t h a n w a s provided by t h e 
Aldricli scheme. E a c h member bank is to deal d i rec t ly w i t h 
i t s regional rese rve b a n k in secur ing rediscounts , a n d in no 
case is i ts pape r to be g u a r a n t e e d by o the r banks . Whi le sub-
ject to l imited control by the F e d e r a l reserve board , t he reg ional 
reserve bank is given a n independent s t a t u s a s well a s exceed-
ingly i m p o r t a n t func t ions . I t h a s tho in i t i a t ive in fixing r a t e s 
of discount wi th in i ts t e r r i t o ry and the exclus ive d e t e r m i n a t i o n 
of the a m o u n t of paper to be redlscounted fo r member banks . 
I t is opera ted by a board of n ine d i rec tors , two- th i rds of whom 
a r e selected di rec t ly by the member b a n k s a n d one- thi rd by 
t h e Federa l reserve board . T h r e e of the n ine d i rec to r s m u s t 
f a i r l y represen t t he commercia l , i ndus t r i a l , or a g r i c u l t u r a l 
i n t e r e s t s of the communi ty . 

SMALL BANKS PROTECT*;D. 

In o rde r to provide aga ins t control by the l a rge r b a n k s of 
a given d i s t r ic t , t he m e m b e r b a n k s of each region a r e d iv ided 
into t h r e e groups equal , a s nea r ly a s may be, in n u m b e r a n d 
of s imi l a r capi ta l iza t ion . E a c h bank, r ega rd l e s s of i t s size, i s 
given one vote in tho selection of d i rec tors . N o t w i t h s t a n d i n g 
the ca re which h a s been exercised to p ro tec t the r i g h t s of t he 
smal l b a n k s in the selection of d i rectors , f e a r s con t inue to be 
expressed t h a t the l a rger b a n k s of tho d i s t r i c t may control tho 
system. Iiy r e fe rence to tho last a n n u a l repor t of the Comp-
trol ler of t he Cur rency anybody who e n t e r t a i n s a doub t on th i s 
point, may readi ly have his apprehens ion quieted. I shal l em-
body tho table t aken f r o m the comptro l le r ' s r epo r t in my 
r e m a r k s : 
Xumbcv of national banks, classified by capital (paid in), on Sept. .}, 1012. 

Class. Number. Per cent. Amount. Per cent. 

$25,000 2,001 
381 

2,321 
2,000 

4 as 
109 
18 

27.09 
5.15 

31.33 
27. 12 
0.73 
2.29 

.21 

$50,0G9,730 
12,819,335 

121,452,200 
251,053,385 
195,282,230 
234,305,700 
175,000,000 

4.79 
1.23 

11.90 
24.29 
18.07 
22.40 
10.72 

Over $25,000 niul less than $50,000... 
$50,000 and less than $100,000 
$100,000 ami less than $250,000 
$250,000 and less than $1,000,000 
$1,000,000 and less than $5,000,000... 
55,000,000 and over 

Grand total 

2,001 
381 

2,321 
2,000 

4 as 
109 
18 

27.09 
5.15 

31.33 
27. 12 
0.73 
2.29 

.21 

$50,0G9,730 
12,819,335 

121,452,200 
251,053,385 
195,282,230 
234,305,700 
175,000,000 

4.79 
1.23 

11.90 
24.29 
18.07 
22.40 
10.72 

Over $25,000 niul less than $50,000... 
$50,000 and less than $100,000 
$100,000 ami less than $250,000 
$250,000 and less than $1,000,000 
$1,000,000 and less than $5,000,000... 
55,000,000 and over 

Grand total 7,397 100.00 1,016,012,5S0 100.00 

I t will be no ted t h a t of t he 7,007 na t iona l b a n k s 2,004 have no t 
more t h a n .$25,000 c a p i t a l ; 2,321 have less t h a n .$100,000 ; 2,00(5 
have less t h a n .$250,000, whi le only 085 b a n k s exceed a capi-
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t a l i za t ion of $250,000. T h u s of the 7,397 na t iona l b a n k s in t h e 
system (>,712 may bo classified a s small banks , m a k i n g it nex t 
to impossible f o r t h e l a rge r b a n k s to control . 

NUMBER AND RESOURCES. 

T h e quest ion lias repea ted ly been a sked a s to w h y the n u m b e r 
of Fede ra l rese rve banks is fixed a t 12, to which I reply t h a t t h e 
n u m b e r adopted is a compromise be tween the e x t r e m e suggest-
ion of HO ou one h a n d and 15 on t h e o ther . T h e g rea t cen t r a l 
rese rve ci ty b a n k e r s advoca te b u t 3 regional reserve banks , to 
be located, of course, in the i r cen t ra l reserve cit ies, while a dis-
t ingu ished member of the o the r b ranch of Congress advoca tes 1. 
f o r each of the 48 S ta tes . T h e commit tee in fixing the n u m b e r 
a t 12 gave cons idera t ion to t he a m o u n t of ava i lab le cap i t a l of 
all the n a t i o n a l banks , which aggrega tes $1,010,012,5S0. T h r e e 
competent a c t u a r i e s have made suggest ive divis ions of the 
coun t ry into 12 regions, a n d t he r e can be no possible doubt , if 
all t he na t i ona l b a n k s go in to t h e system, t h a t t he m i n i m u m 
capi ta l can lie secured in the weakes t of the 12 d is t r ic ts . T h e 
N e w York bank will have app rox ima te ly $20,000,000 c a p i t a l ; 
the Boston bank more t h a n $10,000,000; t he Chicago bank nea r ly 
$11,000,000; the St. Louis bank $0,000,000; t he Cinc inna t i bank 
$10,000,000; t he Pennsy lvan ia bank $12,000,000; t he Washing-
ton b a n k $S,000.000, and , a s previously s ta ted , the weakes t 
bank in t he system, located exper imenta l ly a t New Orleans . 
$5,500,000. This , of course, is mere ly a suggest ive division of 
t h e c o u n t r y ; the ac tua l division is to be m a d e by the Fede ra l 
reserve board a f t e r pa in s t ak ing invest igat ion. 

T h e resources of the F e d e r a l reserve b a n k s can only be ap-
p rox imated . B a s i n g the ca lcula t ion on the aggrega te capi ta l 
of the na t iona l banks , the Federa l reserve b a n k s will have a 
cap i ta l of $101,000,000; abou t $100,000,000 in reserve f u n d s and, 
pe rhaps , $200,000,000 of Government deposits , mak ing a to ta l 
of $701,000,000, giving them a n aggrega te credi t -extending 
capac i ty of g r ea t proport ions . T h a t such add i t iona l fac i l i t i es 
a r e needed f o r the development of t h e coun t ry can not ser iously 
be quest ioned. I n th i s connect ion I shal l a sk leave to inse r t 
in my r e m a r k s a t th i s point a n Associated P r e s s d i spa tch f r o m 
Sncke t t ' s H a r b o r , N. Y., unde r d a t e of September 5, 1013, con-
t a in ing the tes t imony of F r a n k A. Vanderl ip , p res iden t of t he 
Na t iona l City B a n k of New York City, who assor t s t h a t $2,000,-
000,000 can lie prof i tably invested wi th in the nex t five y e a r s in 
developing the electr ical i n d u s t r y of th i s coun t ry a l o n e : 

COULD USB BILLIONS. 

SACKETTS HARBOR, N . Y . , September 5. 
E i g h t mil l ion dol lars a week for five y e a r s — $ 2 , 0 0 0 , 0 0 0 , 0 0 0 in a l l -

can profitably be Invested in developing the e lectrical Industry in t h i s 
country , in the opinion of Frank A. Vanderlip, president of the Nat iona l 
City Hank, of New York. Mr. Vanderl ip so declared to-night in address-
ing representat ives of the electrical industry in the Uni ted Sta tes , meet-
ing at Assoc ia t ion Island. He said in p a r t : , . , 

" ' i n making such an e s t i m a t e one does not need to draw on o n e s 
imag inat ion . I.Utle more is needed than a g r a s p of present-day sta-
t i s t ics , compared wi th those of 5 or l o years ago, to g ive the bas is for 
such an es t imate ." 

LARGER USE ou- ELECTRICAL POWER. 
" When we think w h a t is certain to be done in the w a y of electrif ica-

t ion of s team railroad termina l s and heavy mountain g r a d e s ; w h e n w e 
reflect on the larger use of electrical energy for industr ia l power in 
agr icu l tura l uses, and in cont inued g r o w t h of necessary interurban 
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linos, \vc do not need to look fur ther into the possible deve lopment of 
the indus try to see a requirement for $ 4 0 0 , 0 0 0 , 0 0 0 a year of n e w 
capita l . 

" T h a t means an $S ,000 ,000 n e w capital i s sue every week for the 
nex t live years , i t is such n capital requirement t h a t you gent lemen 
are fac ing , and which must be success fu l ly met if your energies are to 
have a n adequate iield of d isplay . Can you g e t i t ? 

OXIIEU DEMANDS FOE CAI'ITAH. 

" T o ge t a fu l l apprec iat ion of the diff icult ies , you may wel l g lance 
outs ide of your o w n field, however , and note t h a t there will mature 
wi th in t h a t five-year period wel l over $ 1 , 0 0 0 , 0 0 0 , 0 0 0 of s team railroad 
securit ies . T h e rai lroads in five years wi l l need, say, $ 4 , 0 0 0 , 0 0 0 , 0 0 0 
for re funding and fresh capi ta l . S ta te s and munic ipa l i t i e s will absorb 
in the neighborhood of $1 ,500 ,000 ,000 more, so w i t h the $ ' i ,000 ,000 ,000 
your industry wi l l need (here should be provided between now and U13 
end of 1018 between $7 ,000 ,000 ,000 and $8 ,000 ,000 ,000 for these three 
purposes alone, to sjiv noth ing of general industr ia l and oi l ier needs . 

" T h e s e are bewi lder ing f igures. T h e y sound more like astronomical 
m a t h e m a t i c s than to ta l s of round, hard-earned dollars. The rais ing of 
these sums, however , is the pract ical problem t h a t financiers h a v e di-
rectly in f r o n t of them." 

FEDERAL RESERVE HOARD. 

T do not des i re to w e a r y i he Iloiise, Mr. Cha i rman , wi th too 
deta i led a descr ip t ion of t he provis ions of l i t is b i l l ; t h e r e f o r e 
in t he ba lance of m y t ime I shall deal only wi th i t s severa l 
v i ta l f ea tu re s . Overseeing the whole new system of Fede ra l 
reserve banks , as a caps tone of the scheme, is c rea ted a Fede ra l 
r e s e r v e board , consis t ing of seven members . T h r e e of them, t he 
.Secretary of tiie T r e a s u r y , the Sec re t a ry of Agr icu l ture , a n d 
t h e Comptrol ler of the Currency, a r e member s ex officio, a n d 
t h e o ther f o u r member s a r e to bo appointed by the P re s iden t of 
t he Uni ted S t a t e s fo r a t e rm of eight y e a r s each. As set ou t 
in t he r epo r t of t he committee, t h e reasons f o r t h e selection of 
1 tie two T r e a s u r y officials i s self-evident . T h e T r e a s u r y De-
p a r t m e n t not only is, b u t will cont inue to be, a f u n d a m e n t a l l y 
i m p o r t a n t f a c t o r in (he f inancial o rganiza t ion of t he country , 
wh i l e the Comptrol ler of Ihe Currency, in cha rge of t h e na t iona l 
b a n k i n g system, will be a necessary ad junc t in Ihe managemen t 
of t he reserve bank system proposed in t h i s bill. T h e Secre-
t a r y of Agr i cu l tu re h a s been added because of i he belief t h a t 
condi t ions in the producing regions of t h e coun t ry would deserve 
special considera t ion a t the h a n d s of the Federa l r e se rve board , 
and t h a t t he Secre ta ry of Agr i cu l tu re is the n a t u r a l represen-
t a t ive of these in teres ts . I t i s f u r t h e r t hough t t h a t t he pres-
ence of t h i s otlicial 011 the reserve board will s ive i ts de l ibera-
t ions a b roader c h a r a c t e r t h a n if it we re composed a l toge ther 
of members p r imar i l y equipped fo r the technical de ta i l s of 
banking . T h e hill provides t h a t not more t han two of t h e 
p res iden t ia l appoin tees shal l belong to Ihe s ame political pa r ty , 
t h u s emphas iz ing the view of t he commit tee t h a t t he board 
should bo a nonpa r t i s an ins t i tu t ion . 

NO CENTRAL BANK. 

By not a f ew persons of intel l igent observat ion a n d long ex-
perience the confident belief is en t e r t a ined t h a t 110 necessi ty 
ex i s t s f o r any cen t ra l body of control . They contend t h a t we 
migh t sa fe ly l imit the opera t ions of t he new sys tem to a given 
n u m b e r of regional reserve banks wi th the func t ion of d ivis ional 
c lear ing-house associa t ions and dis t inct ively independent of one 
ano the r . B u t t he best expe r t a n d prac t ica l b a n k i n g opinion 
ins i s t s t h a t the first essent ia l of bank ing a n d cur rency r e f o r m 
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is a corre la t ion of al l I ho na t iona l b a n k s a t least , so a s to 
rent ier possible a quick mobil izat ion of reserves a t a n y t h r e a t e n e d 
point in t ime of emergency. On th i s l a t t e r theory w a s based in 
l a rge degree several cu r rency p lans considered by t h e R a n k i n g 
a n d Currency Commit tee of t he House p r i c r to the adopt ion by 
Congress of t he Vreeland-Ahlr lch A c t ; and a l toge ther based 
on th is theory w a s the proposal of the Mone ta ry Commission 
to es tabl ish a single rese rve associat ion, which in rea l i ty would 
have provided a cen t ra l bank of banks . Indeed, in its final 
ana lys i s th i s scheme of t he Mone ta ry Commission, more fami l -
iar ly known a s the Aldr ich bill, f a l l s shor t of being a c en t r a l 
bank in t he b road sense of the t e rm only because i t con ta ins 
no provision which would au tho r i ze t he t r ansac t ion of bus iness 
w i t h the public. T h e r e w a s method in Ibis omission, it being 
p a r t of the genera l con t r ivance to avoid every semblance of 
compet i t ion witl i t he g r ea t banks of the count ry . 

I have observed, Mr. Cha i rman , t h a t ce r t a in eminent bankers , 
appea r ing recent ly before a legis lat ive commit tee of t he o the r 
b r anch of Congress, have spoken consis tent ly and vehement ly in 
f a v o r of a cen t r a l b a n k ; but if you will c a r e fu l l y examine the 
hea r ings h a d by t h e B a n k i n g and Cur rency Commit tee of th i s 
House l as t w i n t e r you can not avoid the conclusion t h a t these 
gent lemen do not mean exac t ly w h a t (hey say. They do not 
w a n t a real cen t ra l bank . They s imply w a n t to es tabl i sh a cen-
t r a l bank ing ins t i tu t ion which they may control and use f o r 
(heir own convenience, bu t to which (be Amer ican people may 
no t r e sor t f o r any bus iness purpose whatsoever . These gentle-
men, when a p p e a r i n g before (be B a n k i n g and Cur rency Commit-
tee of the House , were d is t inc t ly a sked if they should be under-
stood a s advoca t ing a na t iona l cen t ra l bank wi th b r a n c h e s 
t h r o u g h o u t the count ry , doing bus iness w i th individuals , firms, 
a n d corpora t ions , a s well a s wi th individual banks, whe reupon 
(hey very p rompt ly repl ied t h a t they were simply advoca t ing a 
cen t ra l bank of banks . A cen t ra l bank such a s I have described, 
Mr. Cha i rman , or a cen t ra l b a n k such as Andrew Jackson de-
stroyed, is the very last th ing t h a t the g r ea t b a n k s of th i s coun-
t ry would des i re to see, f o r (lie reason t h a t such a n ins t i tu t ion 
would necessar i ly impor t fo r them compet i t ion of the very sharp-
es t descr ipt ion. Hence, in t h e cons t ruc t ion of the bill of the 
Mone ta ry Commission, g r e a t pa ins were observed and much in-
genui ty exercised to avoid a n y t h i n g of th i s kind. 

VICES AND DANGERS AVOIDED. 

I n the repor t of (ho B a n k i n g and Cur rency Commit tee of the 
H o u s e now before t he Members we have in some deta i l set f o r t h 
(he object ions of the commit tee to th i s Aldr ich scheme, a n d in 
t h e cons t ruc t ion of (lie bill now under cons idera t ion t h e com-
mi t t e e very anx ious ly a n d ca re fu l ly sought to avoid t he vices 
a n d the d a n g e r s which a r e now general ly recognized in the 
Aldr ich plan. I n t h a t plan t he r e w a s abso lu te lack of a d e q u a t e 
governmenta l c o n t r o l ; a n d whi le t h e r e w a s g rea t p re t ense of 
p ro tec t ing the in te res t s of small banks , t he very genius of t he 
scheme and the involved n a t u r e of its mechanism made it cer-
t a in t h a t the pract ical opera t ion of the sys tem would i nu re to 
the a d v a n t a g e of (he l a rge f inancial i n s t i t u t ions of t he count ry . 
Moreover, the possibi l i t ies of inflation under th i s Aldrich scheme 
were so s t a r t l i ng ( h a t the bank ing communi ty of the coun t ry 
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i tself became a l a r m e d ; a n d t h e d i s t i ngu i shed publ ic is t whoso 
n a m e a n d f a m e w e r e chief ly a s soc ia t ed w i t h t h e m e a s u r e w a s 
p r a c t i c a l l y d r i v e n f r o m t h e publ ic p l a t f o r m by t h e t e r r i f i c ex-
p o s u r e of t h i s d e f e c t In t h e bill by a p r o m i n e n t b a n k e r of t h e 
Wes t , a d d r e s s i n g a society of pol i t ica l economis t s a n d s h o w i n g 
t h a t i t involved e x p a n s i o n to t h e a m o u n t of s ix t h o u s a n d mil-
l i ons b e f o r e t h e r e g u l a t i n g f a x appl ied . Even J a m e s B. Fo r -
gan , of Chicago, a n d J o h n Por r ine , of Ca l i fo rn i a , s t r o n g advo-
c a t e s of t h e scheme, a d m i t t e d t h a t i t p rov ided " such v a s t c redi t -
e x t e n d i n g p o w e r a s to bo a lmos t beyond belief a n d c e r t a i n l y f a r 
beyond r e q u i r e m e n t s in a n y pan ic . " A s i d e f r o m i t s c lumsy 
m e c h a n i s m , i t s d a n g e r s of inf la t ion , i(s per i l to t h e i n d e p e n d e n t 
b a n k i n g sys t em w h i c h t h e s p i r i t of t h i s R e p u b l i c a n d the busi-
nes s h a b i t s of t h e A m e r i c a n people h a v e f o r GO y e a r s sus-
t a ined , (ho who le t h i n g w a s l i t e r a l l y s a t u r a t e d w i t h monopol i s t i c 
t endenc ies . 

I n t h e F e d e r a l r e se rve boa rd , wh ich t h e bill r epo r t ed by y o u r 
c o m m i t t e e provides , t h e r e wil l no t be d i scovered a n y of t h e de-
f e c t s wh ich w e r e e s sen t i a l f e a t u r e s of t h e Aldr ic l i bi l l . No 
cap i t a l s tock i s p r o v i d e d ; no s e m b l a n c e of a cqu i s i t i venes s 
p r o m p t s i t s o p e r a t i o n s ; 110 b a n k i n g incen t ive is behind, a n d 110 
financial i n t e r e s t c an p e r v e r t o r control . I t is a n a l t r u i s t i c in-
s t i t u t ion , a p a r t of t he G o v e r n m e n t i t se l f , r e p r e s e n t i n g the 
A m e r i c a n people, w i t h p o w e r s such a s no m a n wou ld d a r e mis-
use. I do n o t i gno re t h e f a c t t h a t t h e b a t t e r i e s of t h e b ig 
b a n k e r s h a v e been d i r e c t e d a g a i n s t t h i s boa rd or ( h a t t h e 
s h a r p e s t c r i t i c i s m s of t h i s bi l l r e l a t e to t h e p o w e r s w i t h w h i c h 
t h i s F e d e r a l r e s e r v e b o a r d is v e s t e d ; a n d yet , Mr . C h a i r m a n , 
t h e r e i s s ca rce ly a p o w e r e n u m e r a t e d in sect ion 32 of t h i s bill 
wh ich h a s no t been exe rc i sed by t h e G o v e r n m e n t f o r 50 y e a r s 
or, indeed, w h i c h h a s no t been confided to one o r t w o publ ic 
f u n c t i o n a r i e s . 

NO EXTRAORDINARY TOWERS. 

N e a r l y eve ry power c o n f e r r e d b y t h i s bill on t h e F e d e r a l re-
se rve b o a r d , composed of seven members , h a s been f o r ha l f a 
c e n t u r y ves ted by t h e n a t i o n a l b a n k a c t in t h e S e c r e t a r y of t h e 
-Treasury a n d t h e C o m p t r o l l e r of t h e Cur r ency , to bo exe rc i sed 
m t h e conduc t a n d cont ro l of t h e n a t i o n a l b a n k i n g sys tem. I t 
does not seem n e c e s s a r y h e r e a n d now to e n u m e r a t e t h e s e 
P o w e r s ; t h e y r e l a t e to e x a m i n a t i o n , r egu la t ion , pub l i ca t ion , a n d 
control . S t r i c t l y speak ing , t h e F e d e r a l r e s e r v e b o a r d p e r f o r m s 
»o b a n k i n g f u n c t i o n ; t h e b a n k i n g b u s i n e s s of t h e sys t em is 
w i t h i n t h e exc lus ive j u r i s d i c t i o n of t h e reg iona l r e se rve banks , 
o w n e d a n d o p e r a t e d by a n a g g r e g a t i o n of i n d i v i d u a l m e m b e r 
banks . B u t t w o of (ho p o w e r s c o n f e r r e d by t h i s bill upon t h e 
f e d e r a l r e s e r v e b o a r d h a v e been b r o u g h t in se r ious ques t i on o r 
s u b j e c t e d to p u n g e n t c r i t i c i sm. One of these p o w e r s is t h e r i gh t 
" f t h e b o a r d to " r e q u i r e , in t ime of emergency , F e d e r a l r e se rve 
wanks to r ed i s coun t t h e d i scoun ted p r i m e p a p e r of o t h e r F e d e r a l 
r e se rve b a n k s . " A n d i t i s a s i n g u l a r f a c t t h a t t he r a g i n g con-
t r o v e r s y w h i c h th i s p rov is ion h a s a r o u s e d w a s i n i t i a t e d by 
o a n k e r s w h o c o n t r i b u t e d t h o u s a n d s of d o l l a r s to f a s t e n u p o a 
t h i s c o u n t r y t h e w r e t c h e d A id r i ch scheme, w h i c h w o u l d h a v a 
i m p o u n d e d t h e s u r p l u s f u n d s of t h e e n t i r e b a n k i n g c o m m u n i t y 
or A m e r i c a in t h e v a u l t s of a s ingle c e n t r a l bank , t o be b y i t 
t r a n s f e r r e d a t a n y t ime to a u y po in t f o r a n y p u r p o s e t h a t m i g h t 
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appeal to (he sweet will or whim of (he governing hoard of 
t h a t ins t i tu t ion. H e r e we provide, unde r the severest restr ic-
tions, a mobil izat ion of b a n k i n g s t r eng th " i n t ime of emer-
gency," by requ i r ing a s t rong regional reserve bank to go to the 
t e m p o r a r y relief of a n o t h e r regional reserve bank in a p la in 
bus iness t ransac t ion , w i t h o u t r isk, bu t ac tua l ly wi th g r e a t e r 
profi t to the succoring b a n k t h a n it migh t command under 
o r d i n a r y c i rcumstances . 

Monn.rxixr; nEserves. 
This power l i te ra l ly cor re la tes Ihe regional reserve bank sys-

t e m ; it is a p a r t of the process of mobil izing reserves. And 
yet gent lemen of the bank ing f r a t e r n i t y who have f o r live 
y e a r s pe r s i s t en t ly rolled th is p h r a s e on the i r tongues m a k e 
th is provis ion of (he commit tee ' s hill an object of b i t t e r a t t a c k 
They were per fec t ly will ing, unde r (lie Aldrich scheme, to con-
lide (h is power to bankers , opera t ing for gain, bu t a r e unwi l l ing 
to lodge it: wi th the Government of (he Uni ted S t a t e s to be used 
for pa t r io t i c pu rposes unde r a system devised for the good of 
t he count ry , inc luding the solvency of t he b a n k s themselves . 
As a m a t t e r of fac t , Mr. C h a i r m a n , s t r ic t ly s a f e g u a r d e d a s we 
have it here, (his power is ne i the r dange rous nor e x t r a o r d i n a r y . 
I t is essent ia l (o (IK; sys tem proposed a n d s o m e w h a t ana logous 
to t h e power exercised f o r yea r s by the Sec re ta ry of the Treas-
ury alone, when, in t ime of emergency, lie h a s w i t h d r a w n Gov-
e r n m e n t deposi ts a t will f r o m b a n k s in one p a r t of t he coun t ry 
a n d t r a n s f e r r e d them to b a n k s in a n o t h e r p a r t of t he coun t ry 
in an ef for t to cu re a despe ra t e s i tua t ion , t he d i f ference being 
tha t , w h e r e a s the t r a n s f e r s have he re to fo re been m a d e to t he 
g rea t money cen te r s fo r I lie purpose of a r r e s t i n g s tock-gambling 
panics , the t r a n s f e r s unde r th i s bill, if ever requi red a t all , wi l l 
be m a d e to p romote leg i t imate commercial t ransac t ions . Such 
t r a n s f e r s , you will note, a r e only requi red by th is bill to be 
m a d e in t ime of exigency. We believe t h a t the power will no t 
be invoked once in half a cen tury , fo r t he reason t h a t if (h is 
bill should be enac ted into l aw i t will so w i t h d r a w the reserve 
f u n d s of the coun t ry f r o m slock specula t ive uses a n d apply 
(hem to commercial , indus t r ia l , and a g r i c u l t u r a l t r ansac t ions , 
t h a t we shal l r a re ly ever aga in have bank pan ics in the Uni ted 
S t a t e s . ' ) 

S C S r E X DINa RESERVES. 
T h e o the r power confe r red by th is bill upon the Fede ra l 

rese rve board which lias been modera te ly cr i t icised is t he 
r igh t given sa id hoard to suspend (he rese rve r equ i r emen t s 
a g a i n s t deposi t l iabili t ies. Yet, Mr. Cha i rman , a power ak in to 
th i s has been exercised by the Comptro l le r of the Currency 
Willi respect (o na t iona l b a n k s for near ly 50 years . Under 
section 5101 of t he na t iona l -hank act , (he Comptrol ler is im-
plicitly au thor i zed to to l e ra t e fo r a period of ,*]0 d a y s a viola-
lion of the reserve r equ i r emen t s of the ac t w i t h o u t apply ing 
a n y penal ty . By th i s ollicer t he power h a s somet imes been 
abused a n d vio la t ions have been to le ra ted f o r several y e a r s 
ins tead of fo r a single month . T h e pena l ty prescr ibed by the 
na t iona l -bank ac t f o r (he offense indicated Is so r a d i c a l ' t h a t 
it l ias not been appl ied in the whole h is tory of (he na t iona l 
b a n k i n g system. B u t here we have commit ted (he power to 
a board of seven men charged with (he d u t y of prescr ib ing a n d 
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e n f o r c i n g a r e a s o n a b l e p e n a l t y f o r v io l a t i on of Hie l a w . L i k e 
t h e p o w e r of e n f o r c e d r ed i s coun t s , t h i s f u n c t i o n wi l l r a r e l y , if 
ever , be exe rc i s ed by t h e F e d e r a l r e s e r v e b o a r d . I t is, how-
ever , i m p o r t a n t t h a t t h e F e d e r a l r e s e r v e b o a r d s h o u l d h a v e 
t h i s p o w e r . I t w a s s u g g e s t e d by t h e f a c t t h a t t h r e e t i m e s 
w i t h i n (50 y e a r s t h e B r i t i s h P a r l i a m e n t f o u n d i t n e c e s s a r y to 
s a n c t i o n by l a w t h e a c t i o n of t h e B a n k of E n g l a n d in suspend-
ing spec ie p a y m e n t s in o r d e r to a r r e s t p a n i c s in G r e a t B r i t a i n . 

" POLITICAL CONTROL." 

B u t , Mr . C h a i r m a n , b i t t e r a s h a s been t h e c r i t i c i sm leveled a t 
t h e p o w e r s of t h e F e d e r a l r e s e r v e b o a r d p r o v i d e d by t h i s bill , 
t h e y h a v e no t been c o m p a r a b l e to t h o d e n u n c i a t i o n by big 
b a n k i n g i n t e r e s t s of w h a t i s t e r m e d t h e " p o l i t i c a l s t r u c t u r e " 
of t h i s boa rd . I t is c o n t e n d e d t h a t t h e b a n k s s h o u l d h a v e a t 
l eas t a m i n o r i t y r e p r e s e n t a t i o n u p o n t h e F e d e r a l r e s e r v e b o a r d ; 
a n d I f r a n k l y a d m i t t h a t t h e c l a i m upon i t s f a c e s e e m s b o t h 
r e a s o n a b l e a n d exped ien t . I n d e e d , t h e f i r s t t e n t a t i v e d r a f t of 
t h i s bill c o n t a i n e d such a p r o v i s i o n ; bu t , a f t e r t h o r o u g h con-
s i d e r a t i o n a n d f u l l d i scuss ion , a d i f f e r e n t conc lus ion w a s 
r eached . u T h i s F e d e r a l r e s e r v e b o a r d is d i s t i n c t l y a G o v e r n m e n t 
i n s t i t u t i o n ? a n d e m i n e n t b a n k e r s w h o w e r e h e r e in W a s h i n g t o n 
l a s t w i n t e r a n d s p r i n g c o n t e n d i n g f o r r e p r e s e n t a t i o n w e r e m e t 
w i t h t h e c h a l l e n g e to c i te one i n s t a n c e w h e r e p r i v a t e i n t e r e s t s 
w e r e r e p r e s e n t e d on a n y G o v e r n m e n t b o a r d in t h i s or a n y o t h e r 
c iv i l ized c o u n t r y . T h e y cou ld n o t a n s w e r . 

As a l r e a d y po in t ed ou t , t h e a s s o c i a t e d b a n k s wil l own a n d 
o p e r a t e t h e r eg iona l r e s e r v e b a n k s p rov ided by t h i s bill, w h i c h 
a r e m a d e a f t e r a pe r iod of y e a r s t h e exc lus ive m e d i u m s of Gov-
e r n m e n t i s sue s a n d s u b j e c t to no s e v e r e r e x a m i n a t i o n n o r 
g r e a t e r con t ro l t h a n n a t i o n a l b a n k s of t h e e x i s t i n g s y s t e m in 
t h e i r r e l a t i o n s to t h e G o v e r n m e n t . If i t m a y b e sa id t h a t they 
h a v e i m p o r t a n t respons ib i l i t i e s , i t m a y l i k e w i s e be s a i d that; 
t h e y a r e g iven g r e a t pr iv i leges , h o l d i n g t h e r e s e r v e f u n d s of t h e 
c o u n t r y a n d t h e d e p o s i t s of t h o G o v e r n m e n t , a m o u n t i n g in t h e 
a g g r e g a t e to n e a r l y $(500,000,000. T h e F e d e r a l r e s e r v e boa rd , 
t e c h n i c a l l y speak ing , h a s no b a n k i n g f u n c t i o n . I t is s t r i c t l y a 
b o a r d of cont ro l , p r o p e r l y c o n s t i t u t e d of h igh G o v e r n m e n t olli 
clnls , d o i n g j u s t i c e to (lie b a n k s , b u t f a i r l y a n d c o u r a g e o u s l y 
r e p r e s e n t i n g t h e i n t e r e s t s of t h e people. T h e d a n g e r w h i c h t h e 
b a n k i n g c o m m u n i t y p r o f e s s e s to see is no t t h e r ea l d a n g e r 
w h i c h 1 a p p r e h e n d . T h e b a n k e r s seem to f e a r t h a t m e n of t h e i r 
c r a f t will be e x c l u d e d ; b u t t h e rea l per i l of t h e p rov i s ion i s t h e 
poss ib i l i ty of too m a n y b a n k e r s be ing inc luded . O b s e r v e w h a t 
I m e a n : T h e S e c r e t a r y of t h e T r e a s u r y will be a m e m b e r of 
t h i s boa rd , a n d n i n e t i m e s out of t e n t h a t f u n c t i o n a r y is a p rac-
t ical b a n k e r . T h e C o m p t r o l l e r of t h e C u r r e n c y wi l l be a mem-
be r of t h i s boa rd , a n d n e a r l y a l w a y s t h a t official is a p r a c t i c a l 
b a n k e r . I n a d d i t i o n to this , t h e bill r e q u i r e s t h a t one of t h e 
f o u r p r e s i d e n t i a l a p p o i n t e e s shal l be a pe r son of b a n k i n g ex-
p e r i e n c e ; so t h a t we sha l l u n d o u b t e d l y h a v e a m p l e b a n k i n g rep-
r e s e n t a t i o n on t h e h o a r d , a n d t h e t a l k of po l i t i ca l con t ro l , in 
t h e l a s t a n a l y s i s , is t h e e x p r e s s i o n of a g r o u n d l e s s c o n j e c t u r e . 

A FOTILE OUTCRY. 
No g r e a t r e f o r m a t i o n in a n y e x i s t i n g i n s t i t u t i o n w a s over 

accompl i shed excep t in t h e f a c e of s eve re con ten t ion . T h e c la t -
t e r w h i c h w e h a v e h e a r d in c e r t a i n q u a r t e r s a b o u t t h e " uucon-
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s t i t u t i o n a l i t y " o f Mils p r o p o s e d s y s t e m a n d t h e " c o n f i s c a t o r y " 
n a t u r e o f t h e p o w e r c o n f e r r e d u p o n t h e F e d e r a l r e s e r v e b o a r d i s 
m e r e l y p a r t o f a c u n n i n g l y d e v i s e d p r o p a g a n d a t o f o r c e c o n c e s -
s i o n s i n a n o t h e r d i r e c t i o n a n d t o c o e r c e C o n g r e s s i n t o y i e l d i n g 
o n c e r t a i n o t h e r p o i n t s w h i c h v i t a l l y a f f e c t c e r t a i n b i g b a n k s 
w i t h e x t e n s i v e s t o c k e x c h a n g e c o n n e c t i o n s . W e h a v e t a k e n 
e v e r y r e a s o n a b l e p r e c a u t i o n a g a i n s t a s s e r t i n g a n y p o w e r h e r e 
t h a t m a y b e r e g a r d e d a s u n c o n s t i t u t i o n a l . W e a r e n o t p r o p o s i n g 
t o d i s t u r b a n y v e s t e d i n t e r e s t . T h e r e i s n o t h i n g of a c o n f i s c a t o r y 
n a t u r e i n a n y of t h e p o w e r s t o b e e x e r c i s e d b y t h e F e d e r a l 
r e s e r v e b o a r d . T h i s t a l k t a k e s u s b a c k t o t h e p r e d i c t i o n s o f 
d i s a s t e r w h e n t h e I n t e r s t a t e C o m m e r c e C o m m i s s i o n w a s e s t a b -
l i s h e d . T h e n t h e r e w a s a n o u t c r y t h a t C o n g r e s s w a s a b o u t t o 
" d i s t u r b t h e b u s i n e s s i n t e r e s t s " o f t h e c o u n t r y ; t h e n w e e n -
c o u n t e r e d t h e f r a n t i c c o n t e n t i o n t h a t t h e G o v e r n m e n t w a s a b o u t 
t o " s e i z e p r i v a t e p r o p e r t y . " 

S e n a t o r H o a r , of M a s s a c h u s e t t s , s a i d : 
Hero is a proposition which would lie destructive to great business 

interests of the country, especially to tlio export business of the princi-
pal city of the State which 1 represent. I hope the public interest 
affected will have a full opportunity to bo heard. 

S e n a t o r N e l s o n W . A l d r i c h , o f I t l i o d e I s l a n d , s a i d : 
In order to cure evils which are apparent to the farmers of Il l inois 

or Michigan, you propose to demoralize the whole commerce of tlio 
country ; you propose to establish an arbitrary, unjust, unreasonable, 
Impracticable rule. 

S e n a t o r O r v i l l e I I . P i a t t , of C o n n e c t i c u t , p r e d i c t e d t h a t t h e 
p a s s a g e o f t h e I n t e r s t a t e C o m m e r c e b i l l — 
would result in an immediate rate war by all the railroads of the United 
States, the evil consequences of which would be greater than any evil 
now exist ing under pooling contracts. It would ruthlessly demoralize 
business and be far-reaching in its injurious results. 

S e n a t o r L e l a n d S t a n f o r d , o f C a l i f o r n i a , d e c l a r e d : 
It' tills bill shall become a law its consequences will be most disastrous 

to tlio various business interests of the country. 
S e n a t o r J o s e p h 10. B r o w n , of G e o r g i a , s a i d : 
The fact that a few bad men have controlled great linos of railroads 

Is no reason why Congress should seriously cripple the great railroad 
interests of the country and destroy the property invested in by hun-
dreds of thousands of people, 'litis bill will prevent the rapid and 
cheap transportation of commodities, retard the growth of our cities, 
and do immeasurable damages to our productive resources. 

G e n . C h a r l e s I I . G r o s v e n o r , o f O h i o , p r e d i c t e d t h a t : 
It will unsettle rates, disorganize the industries of the country, and 

thus force a reconstruction of systems of production. Meantime labor 
will suffer, farm products will lack a remunerative market, and uncer-
tainty will discourage industry. It is a dangerous stride toward Neu-
tralization of power in the hands of the few to the hindrance, vexa-
tion, and permanent injury of the many. 

" W i l l i a m C. O a t c s , o f A l a b a m a , s a i d : 
In Holland it is a capital felony to kill a stork, because the stork 

destroys the eels which bore through the dikes and inundate the coun-
try. To my mind this bill is a knot of eels which may bore through 
the dikes of safe ty and Hood this country with trouble. I view It wi th 
grave apprehension. 

C h a r l e s I I . A l l e n , of M a s s a c h u s e t t s , d e c l a r e d : 
To pass this bill would be to put us at very great disadvantage, and 

while I am not prepared to go so far as some and sec in imagination the 
yawning wal l s marking in desolate ruin the spot where once stood 
thriving and populous factories, yet I must say * * * that the 
result of any shrinking of values is quite likely to show itself first 
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"pon (he poor people. * * * I must protest against the passage of 
this measure, destined as it is to work an injury against New England 
and New England interests. 

Lewis I lanback , of Kansas , s a i d : 
My judgment • « * loads me to believe that the legislation pro-

posed by (lie bill in Question will be fatal to the best interests of mv 
Mate, 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-
ployer of labor, ought not to be interfered with, as they will be by the 
provisions of this bill. 

I. Newton Evans, of Pennsylvania , s a i d : 
It is also of the utmost importance that we legislate so that the mil-

lions and millions of dollars invested and otherwise emplo3'ed in the 
internal commerce of this vast country shall not bo so deranged as to 
bring about a crisis in our financial affairs, which not only bankrupt 
many railroads, but, like the pebble on the smooth waters, its influence 
Would be felt far aud wide. Agriculture, commerce, manufactures, and, 
most of all. labor would suffer greatly by such a result. 

T h e Nat ional Republican (Republ ican) , of Washington, com-
mented : 

It is fair to suppose that Congress did not Intend to wreck railways, 
to ruin communities, to destroy private properly, to impoverish whole 
sections of the country, to break down manufacturing interests, to give 
foreign traders (he advantage over home ones, to discriminate over one 
Port in favor of anorher, tr. advance the interests of the Canadian rail-
ways, or to recnact the civil rights bill, yet it did all these tilings when 
it passed the bill entit led "A bill to regulate commerce." 

The Chicago Jou rna l (Republ ican) reflected newspaper opin-
ion largely when i t s a i d : 

The President should bo urged to call Congress together at once that 
it may rescue the commercial interests of the country from impending 
disaster. Let the power that enacted the offending s tatute he given an 
opportunity to right the great wroug it has done—and the sooner the 
better. 

I I I K CRITICS CRITICIZED. 

And now, Mr. Chai rman, in connection wi th th is bill, we have 
the same outcry f rom interested q u a r t e r s and through inspired 
newspaper comment. The critics, whe the r of one political pa r ty 
or another , accentua te objection to Government control and 
affect to s tand aghas t a t the t remendous power coniided to a 
political board. Th is cri t icism emana te s a t t imes f rom men 
Who should be ashamed to project i t ; f rom gentlemen who stood 
upon this floor and upon the floor of another chamber five yea r s 

uul vehemently supported the Yreeland-Aldrich Act. Those 
now affect consternat ion a t the powers wi th which we pro-
to vest th is Federa l reserve board should look to the i r 

records in currency legislation. When they complain t h a t 
(ve tills Government hoard of seven public officials the arbi-

_ r ight of note issue, fo r very consistency's sake they 
should recollect t h a t under the Yreeland-Aldrich Act they voted 
to confide tills power in even more a r b i t r a r y degree to the Secre-
t a ry of the T r e a s u r y alone, t hus confer r ing upon a single politi-
cal appointee of the Pres ident the t remendous responsibili ty, 
ijs well a s the g rea t power, of dispensing $506,000,000 of cur-
rency and, wi th in his sole discretion, de termining the val id i ty 
n»Ul sufficiency of $0~)0,000,000 of commercial paper a n d other 
securities. 

Among other things, the Vreeland-Aldrich bill, section 2. deal-
" ' g wi th the applicat ion of banks for currency, provides t h a t : 

Comptroller of the Currency shall immediately transmit such ap-
pucation 4.0 the Secretary of the Treasury with such recommendation 
!;,, n e thinks proper, and if, in the judgment of the Secretary of the 
treasury, business conditions in 
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latlon, and if lie is satisfied that a linn in favor of the United States 
on the securities so deposited and on the assets of the banks composing 
the association will be amply sufficient for the protection of the United 
States, he shall direct an issue of additional circulating notes to the 
association on behalf of such bank, etc. 

I beg the se c r i t i c s to n o t e t h e l a n g u a g e of t he s t a t u t e : 
If in the judgment of the Secretary of the Treasury business condi-

tions demand additional circulation! 
A n d a g a i n : 
If the Secretary of the Treasury be satisfied 

t h a t t h e s ecu r i t i e s depos i t ed a r e a m p l y sufficient f o r the protec-
t ion of (lie U n i t e d S t a t e s . Could a n y b o d y conceive of p o w e r 
m o r e a r b i t r a r y or of c e n t r a l i z a t i o n m o r e comple te? T h e r e i s 
n o t h i n g c o m p a r a b l e to it in l i t is bill, f o r h e r e wo commi t t h e 
p o w e r to a b o a r d of seven, h a v i n g a t r a i n e d a n d t r u s t e d repre -
s e n t a t i v e a t every point of or igin, app ly ing every p recau t ion a n d 
going t h r o u g h every de ta i l k n o w n to p r u d e n t b a n k i n g processes . 

When Ib is e x t r a o r d i n a r y p o w e r w a s c o n f e r r e d by t h i s H o u s e 
five y e a r s ago on a s ingle official of (lie G o v e r n m e n t a n d ob jec t ion 
w a s m a d e by MR. JAMES, now a S e n a t o r f r o m K e n t u c k y , t h e 
l e ad ing R e p u b l i c a n m e m b e r of t he B a n k i n g a n d C u r r e n c y Com-
mi t tee , Mr. BURTON, now a S e n a t o r f r o m Ohio, exc l a imed w i t h 
m u c h fee l ing a n d e f f e c t : 

I say that for one I favor lodging authority with the Secretary of 
1 lit? 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. 

W i t h h o w m u c h m o r e reason , Mr . C h a i r m a n , m a y w e w h o 
s t a n d f o r t h i s c u r r e n c y bill ins i s t now t h a t t h i s power sha l l be 
lodged w i t h a G o v e r n m e n t boa rd , composed of h igh a n d ex-
per ienced men , f o u r of t hem w i t h long t e n u r e of office a n d al l of 
them, let u s hope, keenly a p p r e c i a t i n g t h e i r g r e a t r espons ib i l t i e s 
a n d cou rageous ly d e t e r m i n e d to do t h e i r d u l y a s r e p r e s e n t a t i v e s 
of t h e A m e r i c a n p e o p l e . a T h e r e is no pol i t ics in t h i s m a t t e r ; 
t h e r e can be none. It is my e a r n e s t convic t ion, based upon long 
a n d se r ious ref lect ion, t h a t no m a n c a n conceive, a s none h a s 
ye t po in ted out , how a n y p a r t of t h i s sys tem can be p e r v e r t e d to 
pol i t ica l uses. In my j u d g m e n t if t h e U n i t e d S t a t e s litis eve r h a d 
a P r e s i d e n t i ngen ious enough to do t h i s evil th ing , it h a s neve r 
h a d one d e s p e r a t e enough , a n d never will h a v e one s h a m e l e s s 
enough, to t h u s b e t r a y t h e conf idence of t h e Na t ion . I happe$ffl3&5t? 
to be p re sen t when a n e m i n e n t b a n k e r sugges ted such a p q k & j f t g r 
b i l i ty to the p r e s e n t occupan t of t he execu t ive cha i r , a n d h e a m i p y 
t h i s b a n k e r va in ly cha l lenged to show how it m i g h t bo 
shal l no t soon f o r g e t t he e m p h a s i s w i t h wh ich t h e Pres iden t s©* *>-'• 
t h e U n i t e d S t a t e s dec l a r ed t h a t no m a n wou ld ever be f o u n d 
w h o w o u l d bo wi l l ing to imper i l h i s r e p u t a t i o n or t a r n i s h h i s 
f a m e by so flagrant a p r o s t i t u t i o n of h i s h igh office P ' l t b r o u g h t 
to m i n d (he sp lend id d e c l a r a t i o n m a d e on t h i s floor by Con-
g r e s s m a n BURTON, of Ohio, five y e a r s ago in d i scuss ing t h i s ve ry 
topic, w h e n he compac ted t h e w h o l e , t h i n g in a s ingle sen tence , 
e x c l a i m i n g : 

There are executive acts which are theoretically possible, but which 
the incumbents, with their 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. 

T h e X r a y of publ ic i ty is t u r n e d fu l l upon the o p e r a t i o n s of 
(h i s Fede ra l r e se rve board . T h e r e can be n o t h i n g s in i s t e r a b o u t 
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Its t r ansac t ions . Meet ing w i t h i t a t leas t f o u r t imes a year , 
and p e r h a p s o f tener , will he a b a n k e r s ' adv isory council repre-
sent ing every regional rese rve d i s t r ic t in t he system. T h i s coun-
cil will have access to t he records of t he boa rd and is au tho r i zed 
to tfive advice a n d offer suggest ions concerning i ts genera l 
policy. How could we have exercised g r e a t e r cau t ion in safe-
g u a r d i n g the publ ic i n t e r e s t ? 

BANKING REFORM AND Till! FARMER. 
F o r a brief period a n d in cer ta in q u a r t e r s th i s bill w a s as-

sailed by those who professed to believe t h a t it w a s wr i t t en in 
d ie in te res t of t h e c red i tor class. I suspect , Mr. C h a i r m a n , 
t h a t t he r e a r e some fo lks who a r e incapab le of accura te ly dis-
c r imina t ing the rea l " c r e d i t o r c l a s s " w h e n it comes to the 
hank ing business. As a m a t t e r of fac t , in t he g rea t volume of 
business t r a n s a c t i o n s (lie " c r e d i t o r c l a s s " is t he people who 
loan money to banks . In th i s sense tlie b a n k s themselves a r e 
dis t inct ly deb to r s to the i r deposi tors n o t w i t h s t a n d i n g the l a t t e r 
•ire m a n y t imes b o r r o w e r s of money a n d credi t . l in t , f o r popu-
hs t ic purposes, t he " d e b t o r c l a s s " h a s been c r a f t i l y t u r n e d to 
mean everybody w h o bor rows or des i res to borrow m o n e y ; a n d 
the a t t e m p t is m a d e to have it a p p e a r t h a t under t h i s bill 
g rea t e r difficulty will be exper ienced by " t h e p la in p e o p l e " in 
negot ia t ing loans t h a n under t he ex i s t ing system. 

A pers i s ten t a n d pernic ious e f fo r t h a s been m a d e to c r e a t e 
t h e impression t h a t th i s bill, in some unexpla ined way, discr imi-
na t e s aga ins t t he Amer ican f a r m e r . To c u r e these i m a g i n a r y 
d i sc r imina t ions the re have been suggested f inancial n o s t r u m s 
t h a t would cause the jud ic ious to grieve a n d which, if accepted, 
Would involve t he whole coun t ry in ru in . P resen ted in the 
in te res t of the f a r m e r a n d in tile n a m e of Democracy, they 
would impover ish the f o r m e r a n d e te rna l ly d i scred i t the l a t t e r . 
Some of these suggest ions h a v e been prompted by an e x u b e r a n t 
hu t u t t e r ly misdi rec ted zea l ; o the r s by a p i t i fu l ignorance of the 
subject , and o the r s still have the i r insp i ra t ion in the perennia l 
and ub iqui tous demagogy of a ce r t a in c lass of poli t icians. I t 
would have been sheer foolishness, Mr. Cha i rman , f o r t he pro-
ponen t s of th i s bill to have u n d e r t a k e n any d i sc r imina t ion 
aga ins t the Amer ican f a r m e r , to whose f a v o r a vas t m a j o r i t y 
of Members he re owe the i r poli t ical ex is tence a n d whose inter-
ests they were commissioned to represent . And, sir, it wou ld 
have been coward ly in the Hank ing a n d Currency Commit tee 
°f the House had i t sought to p lease the ag r i cu l tu ra l i n t e re s t s 
hy pa r t i a l legislat ion, h u r t f u l to tlie b a n k i n g a n d commerc ia l 
in te res t s of the Uni ted S ta tes . We have done ne i the r of these 
things. Wre h a v e sought to do exac t ju s t i ce to al l c lasses ; and 
a n y public man who would have us do o the rwise a f f r o n t s t he 
intell igence a n d d i spa rages tlie pa t r io t i sm of the Amer i can 
f a r m e r no less t h a n he ou t r ages t h e sense of jus t i ce of t he 
Amer ican m e r c h a n t a n d banker . I t Is g r a t i f y i n g to repor t to 
t h e House t h a t whi le in some d i rec t ions t he r e have been mani -
f e s t a t i ons of self ishness a n d in o the r s a m u s i n g rhe tor ica l ex* 
hibi t ions in behalf of t he people, the commi t tee lias h a d a 
c lear percept ion of i t s d u t y and liar* yielded ne i the r to greed 
l l or to dec lamat ion . I t lias s teered a s t r a i g h t course, r igh t be-
tween Scylla a n d Charybd i s . 

10022- - 121S5G 2 



1 8 

T h e r e q u i r e m e n t s of tlio A m e r i c a n f a r m e r fo r b a n k c red i t a r e 
no d i f f e r e n t f r o m t h e needs of o t h e r m e m b e r s of t h e c o m m u n i t y . 
T h e f a r m e r r e q u i r e s loanab le cap i t a l to enab le h im to e x t e n d 
b is a g r i c u l t u r a l o p e r a t i o n s a s f a r a s t h e r e is prof i t in t hem, a n d 
to t a k e a d v a n t a g e of m a r k e t cond i t ions wh ich call fo r t he 
app l i ca t ion of more w e a l t h t h a n he a c t u a l l y possesses. How-
ever . whi le t h u s essen t i a l ly on the s a m e ba s i s a s o t h e r s in re-
spect to loanab le f u n d s a n d h is need of c redi t , t he f a r m e r is 
p e c u l i a r in t h e respect t h a t he o r d i n a r i l y r e q u i r e s a longer 
t e r m of c r e d i t t h a n do some o t h e r m e m b e r s of t he c o m m u n i t y , 
a n d in mos t c o u n t r i e s r equ i r e s c u r r e n c y in t h e t r a n s a c t i o n of 
h i s b u s i n e s s r a t h e r t h a n book c red i t w i t h t h e b a n k . 

FA KM LOAN'S. 

T h e p resen t bill i s i n t e n d e d to r ende r cap i t a l a v a i l a b l e to 
b a n k s t h r o u g h t h e red i scoun t ope ra t ion , a n d a t t h i s point I de-
s i re br ief ly to cal l a t t e n t i o n to those phase s of the 1)111 w h i c h 
bea r upon t h e f a r m e r a n d his w e l f a r e a n d in r e g a r d to w h i c h i t 
is p robab le t h a t the a g r i c u l t u r i s t will be d i r ec t ly helped. 

I n sect ion 11 of the bill we h a v e p rov ided fo r t h e re . l iscount-
ing of p a p e r possess ing a m a t u r i t y of not more t h a n 00 d a y s 
in one case a n d in a n o t h e r case p a p e r .possessing a m a t u r i t y 
of not more t h a n 1120 days . In t h e s a m e sect ion we h a v e pro-
vided fo r t h e m a k i n g of accep tances by n a t i o n a l b a n k s a n d t h e 
r ed i scoun t ing of those accep t ances by F e d e r a l r e se rve banks . 

T h e r e h a s been a g r e a t deal of m i s a p p r e h e n s i o n in m a n y q u a r -
t e r s w i t h r e f e r e n c e to t h e m e a n i n g of t h e 00-day provis ion in 
t h i s p a r a g r a p h . T h e c l a im lias c o n s t a n t l y been m a d e t h a t t ins 
00-day prov is ion would be of no service w h a t e v e r to the f a r m e r , 
because the f a r m e r neve r b o t h e r s w i t h so s h o r t a loan a s 00 
days . This , of course , is an e n t i r e m i s a p p r e h e n s i o n of t h e who le 
s i t ua t ion . T h e t e r m s of t h e bill do not p rov ide t h a t t he pape r 
shal l not be d i scoun ted if it r u n s m o r e t h a n (-)0 days , but mere ly 
t h a t it shal l no t be d i s coun ted unt i l it is w i t h i n 00 d a y of m a t u r -
ity. In o the r avoids, the bill enab l e s the b a n k e r w h o holds t h e 
f a r m e r ' s p a p e r to s h o r t e n the l i fe of t he f a r m e r ' s p a p e r by 00 
d a y s a n d to t h a t extent get new f u n d s w i th wh ich to a id t h e 
f a r m e r . Now, j u s t w h a t does th i s mean'. ' .Suppose t h a t t h e 
l o a n s of a f a r m i n g c o m m u n i t y m a d e by na t i ona l b a n k s will 
a v e r a g e 00 days , w i t h a r enewa l f o r 00 days , o r six m o n t h s in 
al l . It is ev iden t t h a t a b a n k which h a d loaned, let us say 
$25,000, f o r f o u r m o n t h s would be ab le to p r e sen t t h i s .paper a t 
the end of the first 150 d a y s of t h e l i fe of t he loan a n d to get a 
r ed i scoun t f o r t he r e m a i n i n g 00 days . T h a t i s to say, it w o u l d 
be ab le to d r a w back t h e a m o u n t of t h e f a r m e r ' s c r ed i t a t t h e 
end of t h e first 150 d a y s a n d to re lend t h a t sum to o t h e r people. 
W h e n t h e t ime c a m e f o r renewal t he bank would , of course , h a v e 
to bo in posi t ion to pay i t s loan o r r ed i s coun t to t h e F e d e r a l 
r e se rve b a n k if it ex t ended the f a r m e r ' s a ccommoda t ion f o r 
a n o t h e r 00 d a y s out of new f u n d s t h a t have come in m e a n w h i l e ; 
bu t i t could a g a i n r ed i s coun t a t t h e e n d of a n o t h e r 30-day 
per iod. In o t h e r words , if t h e c o m m u n i t y w e r e doing i t s b a n k -
ing upon a f o u r mon ths ' per iod of c r e d i t t h e b a n k w o u l d be 
ab l e to s h o r t e n t h i s in p rac t i ce to a 30-day per iod of c red i t . I t 
is en t i r e ly conceivable t h a t by t h i s process it should p rac t i ca l ly 
t r eb le the a m o u n t of b a n k i n g cap i t a l which it could, if necessa ry , 
p lace a t t he d isposa l of t he c o m m u n i t y . 
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•Now, et u s suppose t h a t the coun t ry hank , a s is no doub t 
n e q u e n t l y the case, docs not have a s teady r u n of loans such 
! ' s would j u s t i f y (ho use of the method j u s t described. Let us 
suppose ins tead of t h a t t h a t (he d e m a n d fo r loans is l ikely to 
i)o b u n c h e d " in the l a te spr ing and then to s lacken so t h a t (ho 
l u n d s of t he b a n k s a r e t ied up on, lot us say, s ix months* pape r 
Under (ho 120-day provision of th i s bill such b a n k s would bo 
•11)10 IO take six months ' paper a s soon nrf i t w a s two m o n t h s 
oiil to a Federa l r e se rve bank a n d rediscount it. In o the r 
words , f u n d s (ha t would o rd ina r i ly have been tied up fo r f o u r 
m o n t h s longer will now be ac tua l ly ava i l ab le to meet such 
addi t ional d e m a n d s as m a y conic to the bank in t he course of 

»e s u m m e r and ea r ly a u t u m n . Here , aga in , it is evident t h a t 
no loan period being prac t ica l ly cu t down by two- th i rds (lie 

j oaumg power of (ho bank is t rebled, a s s u m i n g t h a t it is ab le 
to ob ta in f r o m (he Fede ra l reserve bank (ho red iscounts fo r 

h a s t he bas i s in (lie shape of p a p e r g rowing out of 
a g r i c u l t u r a l t r ansac t ions . 

UANDMNO FARXt CROPS. 
I have been cons tan t ly hea r ing t h a t (he proposed bill a f fo rded 

to bas is f o r accommodat ing tlio f a r m e r who h a d ra ised his 
* iops a n d who des i red (o get m e a n s t h a t would enable him to 

1 t«em along pending improvement of prices. No th ing 
could bo more u n j u s t o r f u r t h e r f r o m (ho f ac t s of (lie case 
'Man t ins. As a m a t t e r of fac t , the bill makes ample provis ion 
tot t h e hand l ing of (ho g r e a t expor t c rops of (ho count ry , such 
a s cotton, whea t , corn, a n d the like. Not only does it p rovide 
to r loans of the kind a l r e a d y r e f e r r e d to, but 'in the p a r a g r a p h 
tola t ing to acceptances it m a k e s a m p l e provision fo r enabl ing 
jne owner or r a i s e r of crops to re ta in the t i t le to them whi le 
" ley a r e being disposed of ab road . Lot us see how th i s w o r k s 
t t a cotton g rower in the South , f o r example , needs f u n d s he 

! U ' r i l l l g 0 " 1 t h i l , ) a n k n c a r b i s homo to g r a n t him it specified 
ciecht of, gay .$,,0,000. I n th i s event ho would d r a w a hill of 

change or d r a f t on I ho bank in ques t ion for , say, six m o n t h s 
I would a t t a c h to it (he documen t s showing sh ipment . T h e 
Oftnk would accept th i s p a p e r and he would then bo in posi t ion 
to sell the hill p rac t i ca l ly anywhere . T h e credi t would be based 
on an ac tua l ownersh ip of cotton p ro tec t ing t h e ac tua l a m o u n t 
>t tiie bill and inves tors prac t ica l ly eve rywhere would feel en-

i>n ! l t I i b o r t y t 0 p u r c h a s e th i s pape r f ree ly because it h a d 
eon g u a r a n t e e d by the bank which accepted it. E v e r y w h e r e 
1 the coun t ry w h e r e (hero were idle f u n d s t he r e would he a 

Hinand fo r these bills. Not only Fede ra l rese rve banks , bu t 
" tnp r b a n k s would cons t i tu te a m a r k e t f o r such bil ls When 
o r l V ^ ° ! m t c d t I l c l ' ° U l p y w o u l a cons t i tu te a v i r tua l extens ion of 
nm l h o s o b n n I c s ' enab l ing (hem to increase the i r loaning 
i 'uwor t r emendous ly and thereby to give to (Jieir cus tomers 
P < * t e d l U O d n U O n W h i C h t h 0 l a t t e r C 0 U h l U O t o U l o n v i s o Have ex-

LOWER I N T E R E S T TO 'J III: FARMER. 
The unques t ionable effect of Ibis now sys tem would bo to d r a w 

Whn .Vn W i d I ° i u v n r i o u s P a r t s of t he coun t ry to those regions 
diini,?. , C 0 l l U 1 b 0 u s e d 1 0 b o s t advan tage , a n d a s a resul t to 
Whir. » 1 0 r a l ° o f i , l t 0 1 ' e s t Prevai l ing in t h e communi t i es 

( ' f receive the add i t iona l capi ta l th rough the use of the 
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accep tance method. T h e r e is no reason why a t the p resen t t ime 
the re should be va r i a t ions in r a t e s of in te res t f r o m o per cent 
in New York City to 12 or 15 per cent in smal l towns in the 
cot ton-growing regions, if a s t a n d a r d kind of pape r were pro-
vided it should command exact ly the same confidence a n d bear 
exac t ly the same r a t e of in te res t in one p a r t of the count ry a s 
in ano the r . T h i s would mean t h a t acceptances based upon 
goods—protected by cot ton in th is ins tance—would cons t i tu te 
a s t a n d a r d k ind (if paper which would be ava i lab le for redis-
count a t any Fede ra l reserve bank, a s well a s pu rchasab le by 
inves tors and b a n k s eve rywhere t h roughou t t he count ry . The 
consequence would be, a s a l r eady s ta ted , a very g rea t reduct ion 
in the r a t e of in te res t to the grower or fac to r who had produced 
cotton a n d merely requi red loanable f u n d s as a bas i s fo r 
business . 

It is t r ue t h a t t he use of the acceptance principle is l imited in 
th i s bill to those commodi t ies and opera t ions t h a t a r e connected 
wi th expor t a t ion a n d impor ta t ion . T h i s l imi ta t ion has been 
complained of by many of those who believe t h a t i ts extens ion 
to domest ic opera t ions would be highly advan tageous to indus t ry 
and would bo f r e e f r o m the d a n g e r s which o the r s have pre-
dicted. W h a t e v e r opinion may !>e en te r t a ined on th is head, 
however , it is ce r t a in t h a t the cotton grower or the whea t ship-
per can not s h a r e it in any such proport ion a s can o ther commer-
cial f ac to r s . T h e f ac t t h a t so much of ou r cotton goes a b r o a d 
a n d t h a t we still sh ip g ra in in enormous quan t i t i e s means t h a t 
those who a r e concerned in t h e expor ta t ion of these i tems have 
been except ional ly favored th rough the res t r ic t ion of t h e ac-
ceptance business to them so t h a t wha teve r f u n d s a r e r eady 
to be employed in Hint line" of pape r will go direct ly and wi th-
out i n t e r f e rence into the channels a f forded to them by the t r a d e 
in these commodit ies . 

f w a n t lo add a n empha t i c word upon (lie o ther phase of the 
sub jec t to which I have a l r eady re fe r red the f a r m e r ' s in te res t 
in ge t t ing not only accommodat ion under the t e rms of th i s bill, 
bu t his interest in ge t t ing it in the cheapes t possible way . I 
have a l r e a d y indicated the reasons for th ink ing t h a t the w o r k -
ing of the d i scoun t por t ions of the bill will g rea t ly reduce t he 
f a r m e r ' s in te res t burden a n d supply him wi th means for mar -
ket ing his c rops to a d v a n t a g e . F r o m the s t andpo in t of t he 
mechanism employed by the f a r m e r the re is, however, much to 
be said in add i t ion to w h a t I have a l r eady pointed out . To-
day t h e f a r m e r in many p a r t s of the count ry w a n t s h i s accom-
modat ion in the fo rm of currency. T h i s he can not get under 
t he ex is t ing condi t ions w i thou t involving the bank in heavy 
expense a n d consequent ly necess i ta t ing t he paymen t of a mate-
r ia l ly h igher r a t e of in te res t by himself . T h e reason fo r the 
condi t ions to which I have t h u s r e f e r r ed is t h i s : 

Under t he na t iona l -bank ing ac t the b a n k which w a n t s $100 
in notes m u s t buy $100 in bonds and deposit them wi th t h e 
T r e a s u r y . Assuming t h a t these bonds w e r e bought a t par , i t 
cost $100 in cash to get $100 in notes, and the bank m u s t fur -
t he rmore p lace wi th the T r e a s u r y a 5 pe r cent redempt ion f u n d 
fo r t he purpose of bea r ing the redempt ion of the notes when 
(hey a r e b rough t to the T r e a s u r y . I will not go into the de-
t a i l s of Ihe cost of issuing no tes f u r t h e r a t t h i s point t h a n 
barely to r e fe r (o these m a t t e r s a n d to t h e add i t iona l ou t l ay 
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involved in g e t t i n g (lie p l a t e s and p a y i n g (ho c h a r g e f o r t r a n s -
p o r t a t i o n of p a p e r neces s i t a t ed by t h e p r e s e n t n o t e sys tem, 
f h e b a n k ge t s 2 pe r cen t i n t e r e s t upon i t s bonds a n d ' w h a t -
ever i n t e r e s t it c an secu re f r o m l b s c o m m u n i t y by l end ing t h e 
notes . W h e n a l l o w a n c e h a s been m a d e fo r t h e expenses a l r e a d y 
m e n t i o n e d a n d fo r t h e d u e s h a r e of a d m i n i s t r a t i v e o u t l a y in-
volved in t h e process of c o n d u c t i n g t h e bank , a n d p r e s u m a b l y 
a s s i g n e d to t h e l o a n s m a d e by tho i s s u e of notes , in p ropor t ion 
to the i r a m o u n t , a s compared w i th t h e to ta l l oans of t h e bank , 
i t i s c l e a r t h a t tho p e r c e n t a g e of profi t is ve ry smal l w h e r e 
a n y t h i n g l ike a r e a s o n a b l e r a t e of i n t e r e s t to t h e b o r r o w e r is 
cha rged . T h o b o r r o w e r m u s t t h e r e f o r e , a n d is in prac t ice , 
r e q u i r e d to p a y a very h igh r a t e of i n t e r e s t to a n y b a n k w h i c h 
h a b i t u a l l y m a k e s i t s loans by i s su ing i t s o w n notes. Obviously , 
t h e r e f o r e , a n y t h i n g t h a t will r e d u c e the cost of t h i s neces sa ry 
i n s t r u m e n t wil l r educe t h e c h a r g e f o r l o a n s to t h e f a r m e r . 

U n d e r t h e p roposed bill i t is c l ea r t h a t b a n k s m a y ob ta in a 
supp ly of n o t e s f o r c u s t o m e r s w h o w a n t t h e i r loans in t h i s f o r m 
by p a y i n g to tho F e d e r a l r e se rve b a n k of t h e d i s t r i c t in wh ich 
they a r e s i t u a t e d such r a t e of r ed i s coun t a s m a y be n e c e s s a r y 
to ge t (lie r e s e r v e bank to t a k e t h e i r p a p e r . As t h e r e s e r v e 
b a n k c a n t h e n ge t t h e no tes b y ' s e g r e g a t i n g (he b o r r o w e r ' s 
p a p e r to p ro tec t ( h e a c c o m m o d a t i o n t h u s secured , i t is ev iden t 
t h a t t h e r e is no r ea son w h y tho no t e s should cost t he f a r m e r 
a n y t h i n g m o r e (ban t h e r a t e of r ed i scoun t fixed by t h e F e d e r a l 
r e se rve b a n k p l u s such commiss ion a s t he local b a n k m a y c h a r g e 
f o r i ndo r s ing t h e b o r r o w e r ' s p a p e r a n d p a s s i n g it on to t h e re-
se rve b a n k . T h i s c h a n g e a lone o u g h t to r educe t h e cost of g e t t i n g 
no t e s f o r b a n k loans by a very m a t e r i a l p ropo r t i on of i t s pres-
en t a m o u n t . W h i l e no one can ca l cu l a t e t he e x a c t s a v i n g wh ich 
will t h u s be m a d e w i th precis ion, I shou ld be inc l ined to est i -
m a t e t h a t t h r o u g h (he e l imina t ion of bond s e c u r i t y a n d the sub-
s t i t u t i on of t h e new p lan of i s sue t h e r e should be no good r eason 
Why the no te l o a n s m a d e by b a n k s in a g r i c u l t u r a l reg ions 
should r u n to a h i g h e r f igure t h a n p e r h a p s <! or 7 pe r cen t a s 
a g a i n s t t h e c h a r g e of 12 to 15 pe r cent t h a t m a y now be f o u n d 
Hi m a n y of (he sma l l t o w n s of t h e AVcst a n d S o u t h d u r i n g (he 
h e i g h t of (lie season. 

As p rev ious ly s t a t ed , Mr. C h a i r m a n , w e h a v e not sough t in 
J n s bill to he lp tho f a r m e r because h e is a f a r m e r , bu t to help 
he c o m m u n i t y wh ich r e s o r t s to ( h e b a n k s f o r loans a n d to he lp 

' l ie fa-wner a s a n e c e s s a r y a n d i m p o r t a n t f igure in t h a t com-
m u n i t y . W e h a v e helped h im a s we h a v e helped (he m e r c h a n t 
a n d m a n u f a c t u r e r a n d o t h e r m e m b e r s of t h e body polit ic, by 
enab l ing h im to secure , a s we th ink , b e t t e r a n d m o r e a b u n d a n t 
b a n k accommoda t ion . Hut , in a d d i t i o n to th is , w e h a v e re-
moved t h e except iona l b u r d e n s wh ich r e s t upon tho r u r a l bor-
rower u n d e r t he sys tem of n a t i o n a l bank-no te i s sue wh ich n o w 
preva i l s , a n d we h a v e t h e r e b y placed h im upon a foo t i ng of 
g r e a t e r e q u a l i t y a n d of equ i ty of t r e a t m e n t by m a k i n g h i s 
c r ed i t I n s t r u m e n t s a s r e a s o n a b l e in t h e i r expense to h im a s a r e 
' h o s e employed by tho m e r c h a n t a n d m a n u f a c t u r e r . W e h a v e 
»o t a t t e m p t e d to e x a l t h im a n d his i n t e r e s t s above those of 
o t h e r e l emen t s in the c o m m u n i t y , bu t we h a v e sough t to give 
h im w h a t we bel ieve he w a n t e d — a n open a n d f a i r s h a r e upon 
°qua l t e r m s in the commerc ia l c r ed i t of t he coun t ry . 
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Exac t ly tlie s a m e advan tage , and in l ike degree, t h a t will he 
a f fo rded the f a r m e r s of the coun t ry unde r t he red iscount pro-
vision of th i s bill will ex tend to every descr ip t ion of l eg i t imate 
bus iness a n d i n d u s t r y ; hence I will no t f u r t h e r consider th i s 
section of the measure . 

BANK RESERVES. 

Section 20 of the pending bill, Mr. Cha i rman , cons t i tu tes one 
of i ts vi tal f e a t u r e s . I t is the rea l po in t of a t t a c k by the big 
b a n k e r s of t he cen t ra l reserve cities. Recent ly a t the i r Chicago 
conference a n d now before a s t and ing commit tee a t tlie o ther 
end of the Capi tol these gent lemen e n u m e r a t e v a r i o u s a l t e ra -
t ions which they would h a v e m a d e in t h i s bill. Hut in rea l 
t r u th the i r f u n d a m e n t a l and insuperab le object ion is to the 
rese rve requ i rement . All o the r f a u l t finding is s imply s t ra tegic . 
T h i s is no con j ec tu r e of my o w n ; I a s se r t it a s a f a c t wh ich 
h a s boon h o m e in upon m e t ime and t ime aga in since the first 
p r in t of th i s bill c ame f r o m the press. I a s se r t it a s a f a c t 
and have conclusive proof of i ts ver i ty . Not one of the b a n k e r s 
who h a v e recent ly test i f ied before tlie Sena t e commit tee can 
con t rover t the s t a tement . 

" T h e whole fight of t he g rea t b a n k e r s is to d r ive us f r o m our 
firm resolve to b r e a k down the ar t i f ic ia l connection between 
the bank ing business of t h i s count ry and the stock specula t ive 
opera t ions a t the money centers.1 1 T h e Monetary Commission, 
wi th more discre t ion t h a n courage, absolute ly evaded the prob-
lem; b u t t h e Hanking and Cur rency Commit tee of the House 
h a s gone to the very root of th i s g igant ic evil a n d in th is bill 
proposes to cu t the cancer out. U n d e r ex is t ing law we h a v e 
pe rmi t t ed b a n k s to py ramid credi t upon credi t and to call these 
c red i t s reserves, ft is a m i s n o m e r ; they a r e not reserves. And 
when financial t roubles come and the count ry b a n k s cal l fo r 
the i r money wi th which to pay the i r c red i tors they find it all 
invested in s tock-gambling operat ions . T h e r e is suspension of 
paymen t a n d the whole system b r e a k s down under the s t ra in , 
caus ing widespread confus ion a n d a lmos t inconceivable damage . 

T U B BEAT, FIFIUT. 

T h e avowed purpose of th is hill is to cu re th i s ev i l ; to with-
d r a w the reserve f u n d s of t h e coun t ry f r o m the congesteil 
money cen te r s and to m a k e them readi ly ava i l ab le f o r bus iness 
uses in the var ious sections of the coun t ry to which they belong. 
Th i s we propose to do caut iously , w i thou t any shock to the ex-
is t ing a r r a n g e m e n t , g r a d u a t i n g the opera t ion to prevalent condi-
t ions a n d ex tend ing it over a period of .'{(> month*. T h i s a f f o r d s 
a m p l e t ime to d ie reserve and cen t ra l rese rve ci ty b a n k s to 
a d j u s t themselves to d ie reserve r e q u i r e m e n t s of d i e new sys-
tem. Out of a b u n d a n t p recaut ion we have ac tua l ly given them 
a longer t ime t h a n the best p rac t ica l b a n k e r s of t h e coun t ry 
h a v e sa id w a s needed. Hilt, Mr. C h a i r m a n , the p l a in t of these 
gent lemen is not a s to t ime bu t a s to f ac t . T h e y do not w a n t 
ex is t ing a r r a n g e m e n t s d i s t u r b e d ; they des i re to p e r p e t u a t e a 
fictitious, unscientif ic system, sanc t ioned by law, but condemned 
by exper ience and b i t te r ly offensive to the Amer ican people—a 
sys tem which everybody knows encourages a n d promotes the 
wors t descr ipt ion of stock gambl ing . ' T h e real opposit ion to th i s 
bill is not a s to Governmen t control , upon which we shal l never 
y ie ld , ' ' i t is not a s to the capi ta l subscr ip t ion required, which is 
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precisely t h a t of the Aldr ich scheme unan imous ly indorsed by 
the Amer ican B a n k e r s ' Assoc ia t ion ; it is not a s to the .1 per cent 
dividend a l lowed member banks , t he exac t l imit prescr ibed in 
the Aldrich b i l l ; it is not a s to compulsory membership , which 
w a s provided in a n o t h e r w a y in (he Aldr ich s cheme ; it is n o t 
•'is to (he bond- re fund ing proposi t ion, infinitely s i m p l e r ' a n d less 
expensive t h a n t h e Aldr ich device. I t is none of these tilings, 
Mr. Cha i rman , t h a t vexes (lie big bankers . I t is a loss of prof i t s 
der ived f r o m a sys tem which m a k e s them (he legal cus tod ians 
of all (lie reserve f u n d s of (be country , $210,000,000 of which 
f u n d s on the 24th d a y of November , 1912, they h a d p u t into the 
mae ls t rom of Wal l S t ree t stock opera t ions . 

DISAGREEING CRITICS. 

T dis t inc t ly am not appea l ing to (he p r e j u d i c e a g a i n s t g r ea t 
bankers . No man wor thy to be a r ep re sen ta t ive of (lie Amer ican 
People ought to deal w i th a problem of such m a g n i t u d e w i t h o u t 
fee l ing p ro found ly the obligat ion to be f a i r a n d j u s t to every 
in teres t involved. B u t so should t he big banke r s deal w i th us. 
't 'hey h a v e a s su red u s t h a t t he bill is w o r k a b l e ; ye t in a n o t h e r 
Place they say it is not . T h e cr i t ics a r e not agreed a m o n g them-
selves even a s to w h a t (lie bill p rovides or a s to w h a t it means . 
Mr. J a m e s B. Forgan , t he Nes to r of Amer ican banke r s , test i f ied 
before t he Sena te commi t t ee l a s t F r i d a y t h a t th i s m e a s u r e wou ld 
con t rac t c red i t s to the ex ten t of $1,800,000,000, w h e r e a s Mr. 
Chas. <}. Dawes , a n ex-Comptrol ler of (ho Currency , now presi-
dent of a l a rge bank in Mr. F o r g a n ' s own city, publ icly a s se r t ed 
ji week ago t h a t t h e bill involves a n enormous inflat ion. So in 
he F a s t recent ly an eminen t banke r of New York City dec la red 

t h a t unde r t h i s bill t he re would be a f r i g h t f u l con t rac t ion of 
credit , w h e r e a s in (he s a m e ci ty (he fore ign exchange e x p e r t 
or one of the biggest b a n k s t he r e figured out fo r (lie p res iden t of 
the ins t i tu t ion t h a t possible expans ion unde r the bill would 
reach (he aggrega te a m o u n t of nea r ly $2,000,000,000. 

And t h u s t he conflict of opinion runs . As a m a t t e r of fac t , 
Mr. Cha i rman , ne i the r of these pos tu la te s is t rue . Ce r t a in ly 
it is impossible t h a t bo th of t h e m can be t rue . I t may be conti-
nent ly asse r t ed t h a t t he r e will not be one do l la r of h a r m f u l 
cont rac t ion under th i s b i l l ; a n d those who u n d e r t a k e to figure 
o therwise convenient ly ignore (lie f a c t t h a t we have re leased a 
considerable por t ion of ex is t ing bank reserve. F r a n k l y , t he r e 
enn be expansion under (he b i l l ; and , according to Mr. F r a n k 
v ande r l i p , of (he Na t iona l City Bank of New York, (lie coun t ry 
Mat now grea t ly needs c red i t expans ion . l i e figures t h a t 
•-,000,000.000 can be used wi th in the nex t five y e a r s in develop-
u , « a single i ndus t ry in America. B u t (he commit tee h a s care-
fu l l y provided a g a i n s t dange rous or undue expans ion. If t h e 
jwnks of (he coun t ry will not exerc ise common prudence in the 
ma t t e r , it is wi th in the power of the Fede ra l rese rve boa rd to 
compel them to do so by l ay ing a firm h a n d upon the r a t e of 
discount. Moreover, (lie gold-reserve r equ i r emen t a n d the re-
dempt ion fac i l i t i es a f fo rded by the bill will have a power fu l 
tendency t o w a r d checking expansion. B u t I will not longer 
i j t l l G a t t en t ion of the House upon th i s p a r t i c u l a r phase of 
n o subject . I des i re briefly to d e m o n s t r a t e the en t i r e feasi-
b l y of t he scheme provided by th i s bill f o r s h i f t i n g t he re-

w i t h o u t con t rac t ing credi t . T h e m a t t e r h a s been figured 
u , , t by (he best expor t s in the coun t ry . I t h a s been gone over 
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witli ex t r eme ca re a n d wo confidently chal lenge cr i t ic ism of the 
f a c t s a n d f igures presented . 

PRESENT ITESERVE REQUIREMENTS. 

Section 22 of tiie bill provides for a revision of the exis t ing 
rese rves of na t iona l bank ing associa t ions , which, unde r t he 
p resen t reserve system, a r e divided into t h r ee classes, ( a ) coun-
t r y banks , (b ) reserve city banks , (c ) cen t ra l reserve city 
banks . Coun t ry b a n k s a r e requi red to bold 0 per cent of the i r 
deposi t l iabi l i t ies in l awfu l money and 0 per cent in ba lances 
w i t h o the r b a n k s ; reserve city b a n k s a r e requ i red to hold 12>} 
per cent of the i r deposi ts in l awfu l money and 12i per cent in 
ba lances w i th o ther b a n k s in cen t ra l rese rve c i t i cs ; cen t ra l re-
serve city b a n k s a r e requ i red to hold 25 per cent pf the i r depos-
i ts ( inc luding those of o ther b a n k s wi th t h e m ) in l a w f u l money 
in t he i r own vau l t s . 

T h e a im of th i s m e a s u r e is to t r a n s f e r those reserves a w a y 
f r o m b a n k s o the r t han those to which they belong, so t h a t ulti-
mate ly bank rese rves will be held pa r t l y in the v a u l t s of t he 
banks' to which they belong, a n d pa r t ly in t he regional reserve 
banks , the reserve b a n k s t ak ing the place of exis t ing reserve 
city a n d cen t ra l rese rve city b a n k s in the i r re la t ion to member 
banks . 

PROPOSED RE3ERVH REQUIREMENTS. 

C a r r y i n g out th i s p lan , it is provided ( a ) t h a t 5 per cent of 
t he o u t s t a n d i n g depos i t s of all b a n k s shall be ca r r i ed in t he 
new r e se rve b a n k s ; (b ) f> per cent of the deposi ts of present 
coun t ry banks to be ca r r i ed in cash in the i r own v a u l t s ; (c ) 
2 per cent of the depos i t s of p resen t count ry b a n k s to be car-
ried e i the r in cash in the i r own v a u l t s or a s a ba lance wi th 
new reserve b a n k s ; (d ) 0 per cent of the deposi ts of p resen t 
reserve city and cen t ra l reserve ci ty b a n k s to be car r ied in cash 
in the i r own v a u l t s ; (e ) i pe r cent of the deposi ts of p resen t 
rese rve ci ty a n d cen t ra l reserve city b a n k s to be ca r r i ed e i the r 
in cash iu the i r own vau l t s or a s ba lances w i t h the new reserve 
banks . 

I t may be he re expla ined t h a t the " b a l a n c e s " spoken of can 
be obta ined by rediscount ing paper w i th the new reserve banks . 

TUB DEMONSTRATION. 
F r o m the foregoing it is c lear t h a t a s some discre t ion is l e f t 

to the b a n k s abou t the i r reserves t he exac t position of those 
reserves a t any given t ime can not be predicted. M a x i m u m a n d 
min imum l imits can, however , bo fixed. T h i s is done a s fol lows : 

A t t h e d a t e of J u n e 4, 10K3 (comptro l le r ' s las t r e p o r t ) , t he 
presen t bank reserve in cen t ra l reserve ci t ies w a s $101),(501,42-1 
held in cash. 

At the name date , the reserve which would have been re-
qui red under th i s bill would have been 0 per cen t of ne t deposi ts 
then subjec t to reserve r equ i rement s in cash, and 0 per cent in 
ba lances wi th the new reserve banks , a s f o l l ows : 
To be held in cash J j t» 
To be held as balancea i " . l'-",o—> 

Total ?82 , 259, 070 
F r o m tills it is c lear t h a t if the ba lances unde r t he new plan 

were es tabl i shed by t ak ing ac tua l money a n d pu t t ing it in t he 
reserve b a n k s the ac tua l re lease of cash as compared wi th the 
present plan would be the d i f ference between the total new re-
serve and the present reserve, while if the reserve ba lances were 
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created by rediscount ing (lie cash released under tbo now p i m 
would be tbe difference between the cash required to be held 
under the new plan and the cash now actual ly held. T h a t 
would s ign i fy : 
Maximum release of cash s ° 0 S 473 5S9 
Minimum release of cash 127'345* 754 

At the same da te mentioned above the banking reserve In 
reserve cities a s held by the banks w a s : 
Held in cash $ 2 5 0 , 3 8 3 , 0 2 0 
u e l d in balances 232, 790, 071) 

Total 4 8 3 , 1 8 3 , 0 0 5 
Under th is bill these banks would have to hold in cash 9 per 

cent of thei r net deposits subject to reserve requirements and a 
like amount in balances which would be fo r the reserve cities a s 
! l g roup : 
Hold in cash $175, 128, 701 
»te!d in balances 175( 128 ,701 

Comparing these figures with the present requi rements as 
a l ready given it is seen tha t the new plan might mean e i ther a— 
Maximum release of cash $75, 255, 225 
Or a maximum contraction of cash I 6o| 873) 470 

At the same da te mentioned above the banking reserve in 
country banks was held a s fo l lows: 
{(eld iu cash $2 ,89 ,302 ,177 
J ieid in balances ;>,10, 089, 129 

Total GOO, 0 8 1 , 3 0 0 
Under this bill the cash required would be 5 per cent of thei r 

net deposits subject to reserve requi rements and 7 per cent in 
balance? (2 of th is a t the band ' s d iscre t ion) . Th is would mean : 
To be held in cash $ 1 8 0 , 5 3 3 , 0 4 2 
-to be held In balances 252, 717, 100 

Oil the same principle as before th is would mean a max imum 
release or contract ion as fo l lows: 
Maximum release $108, 8 5 8 , 5 3 5 
Maximum contraction • 143, 888, 505 

T h u s it appea r s t h a t there would be a possible max imum con-
traction as fo l lows: 
Reserve city banks S99, 973, 470 
Umntry banks 143, 888, 505 

Total 2 4 3 . 8 0 2 , 0 4 1 
deduct central reserve city release 1 2 7 , 3 4 5 , 7 5 4 

Net contraction 1 1 0 , 5 1 0 , 2 8 7 
I t is also evident t ha t the result might work out a s fo l lows: 

Released by central reserve city banks $ 2 0 8 , 4 7 3 , 5 8 9 
Released by reserve cltv hanks 75, 255, 225 
Released by country banks 1 108, 858, 535 

Total 452, 587, 349 
It might reasonably be asked which of these resul ts would 

Probably be reached? Assume tha t the first (contract ion) was 
' he net resul t owing to banks fulfi l l ing their reserve require-
jnents by deposit ing cash in every instance. The Government 
balances which a r e now to be poured into t r ade channels 
through the new reserve banks will run f rom .f20q.000.000 to 
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$250 000,000. B e a r i n g in mind the fact t h a t t he cap i ta l of the 
new b a n k s lias to lie ra i sed in cash, it will he seen t h a t inde-
pendent of t ins capi ta l the m o n e t a r y s i tua t ion would he lef t 
abou t the s ame as it is to-day, except t h a t the new reserve 
b a n k s would be in posit ion to a d d the i r loaning power to t h a t of 
the older banks . If we now as sume t h a t the t r a n s f e r of rese rves 
resul ted in the e x t r e m e l imit of expans ion a l r e a d y r e f e r r e d to, 
it would be noted t h a t (lie cash is re leased only on the assump-
tion t h a t the rese rve r equ i rement s a r e met by rediscount ing. 
If, however , t he new reserve h a n k s have to hold one- thi rd in 
l awfu l money in o rde r to make these discounts , it is c lear t h a t 
only two- th i rds of $152,587,319, or about .$300,000,000. will be 
released. Of th is sum a cer ta in p a r t would lie needed in bring-
ing the reserves of S t a t e b a n k s which may become members of 
the new associa t ions np to t he level which is requi red of them. 
I Iow much th is would bo can not be posit ively asser ted . 

If it be asse r t ed t h a t th is process will lead to inflat ion the 
a n s w e r to be m a d e is t h a t w h e t h e r it will or not is a m a t t e r 
in t he h a n d s of the reserve banks , which have it in the i r power, 
by fixing the i r r a t e of d i scount su i tably , to prevent the b a n k s 
f r o m c rea t ing rese rve ba lances in exccss of the requ i red .r> per 
cent. If the rese rve b a n k s should do this , it would be found 
t h a t the requi red 5 per cent r e f e r r e d to would lie about $350,-
(M)0,000, whi le t he a m o u n t which the b a n k s a t the i r option migh t 
or might not obta in in th i s w a y would be about $213,000,000, 
the ac tua l cash requ i red to be held by them under the new plan 
be ing a s f o l l ows : 
Central reserve c i ty banks $141 , 127, 8"r> 
Reserve c i ty banks 17;"., 128 . 0 1 
Country banks 180, 5:!:',, 0 1 2 

Tota l 490, 7 0 0 , 1 7 S 
Add to th i s t he a m o u n t which the reserve b a n k s can a t the i r 

option m a k e it wo r th whi le f o r t he o the r b a n k s to hold in cash, 
or to deposi t w i th them in cash, a n d we h a v e a total of abou t 
$710,000,000. T h e ac tua l cash held to-day by the b a n k s a t home 
and in the redempt ion f u n d is abou t $1)50,000,000. Something' 
like $210,000,000 would t h u s be released under the probable 
work ing out of the sys tem a n d th is would be d r a w n upon f o r 
the o the r purposes a l r eady r e f e r r e d to. 

COUNTRY BANKS UNDER THE BILL. 

The re h a s been a s t r enuous e f for t to p r e jud i ce the coun t ry 
banks aga ins t t he bill, Inspired, a s I believe a n d have reason to 
asse r t , by bank ing ins t i tu t ions wi th close and extens ive Wal l 
S t ree t affi l iat ions. T h e p ropaganda w a s not p rompted by a n y 
special sol ic i tude fo r the count ry banks , but by chagr in over 
file prospect of being depr ived by th i s bill of the rese rve f u n d s 
of t he coun t ry hanks . Sir . OWEN, (be Sena tor f r o m Oklahoma, 
in a l e t t e r which h a s since been m a d e a Sena te document , 
sha rp ly pointed out the fa l l acy of the content ion t h a t coun t ry 
banks a r e Offered no inducements to come into th is s y s t e m ; so 
it would seem superf luous f o r mo lo present th i s aspect of the 
case here . However , 1 shal l do so very briefly. 

Le t it be a s sumed t h a t a bank of $100,000 capi ta l (no sur-
p lus) is the owner of $75,000 in Uni ted S ta t e s 2 per cent bonds 
a n d h a s ou t s t and ing $75,000 of c i rcula t ion. Let it a lso be 
assumed that, th i s bank h a s total ou t s t and ing deposi ts of 
$100,000. T h e hank is a count ry hank. 
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H o w will the new p lan af fec t th i s i n s t i t u t ion? Tn the first 
Place, t he bank in quest ion, if i t h a s $100,000 of deposits, m u s t 
have on h a n d in i t s own v a u l t s 0 pe r cent of t h a t a m o u n t in 
cash, o r $24,000, a n d m u s t have 9 per cent of t h a t amoun t , or 
v«>0,000, a s a ba lance w i t h t he reserve ci ty bank . 
, Under t h i s bill th i s bank m u s t have a reserve of 32 per 
ins tead of 15, of which 5 pe r cent, o r $20,000, m u s t be in casft 

the vaul t s , whi le $20,000 m u s t u l t ima te ly be placed wi th the 
reserve bank a n d $8,000 m a y be kep t e i the r in t he one place or 
in t he other , when Hie whole m e a s u r e h a s become opera t ive a t 
t he end of t h r ee years . 

As t he bank h a s $21,000 cash when it en t e r s the system, it i s 
•Vf,000 a bead of t he a m o u n t requi red to be held in i t s own vaul t s , 
i t can d r a w fo r the r emain ing $28,000 requ i red of it upon i t s 
Present reserve ci ty correspondent , w i t h which it holds $;]G,000 
sending the $28,000 chock to t he new Fede ra l r e se rve bank. 
A l t e r the t r ansac t ion is over i ts reserves will be complete, a n d 
h will h a v e $4,000 in cash a n d $S,000 in ba lances over and 
above w h a t it needs to meet it reserve requ i rements . 

T h e bank, however , m u s t con t r ibu te $10,000 to the capi ta l 
stock of t he Fede ra l rese rve bank which it l ias joined. If it 
Pays th i s a m o u n t ou t of the $12,000 su rp lus it: will become the ' 
owner of $10,000 stock In the new reserve b a n k a n d will st i l l 
wave $2,000 su rp lus out of i ts f o r m e r balances. 

T h i s bank w a s receiving probably 2 per cent upon the $:?(j,000 
ba lances it ca r r ied , m a k i n g in all $720 a year . Assuming tha t 

- sto<-'k Il>e new reserve bank pays 5 per cent, it will yield 
j u income of $500 a year . T h e bank, moreover , h a s $2,000 of 
i reo cash still r ema in ing which it can loan a f t e r w i t h d r a w i n g it 
& l ) l ' o s e u t cor respondents—say, a t 5 per cent, br inging in 

annua l ly . Or if it we re to use (his $2,000 a s a reserve 
upon which to bui ld up new loans it could lend abou t $10 000 
chereon, which a t 5 pe r cent would yield it $800. On this bas i s 
"10 changed s i tua t ion of the bank might r e su l t in a loss of abou t 
? 1 11 3"ear or in a gain of $580 or in a n y t h i n g between (hose 
^ o sums. T h e reasonab le expecta t ion would be t h a t (he b a n k 
«ourd get a mate r ia l increase in i t s revenue. J u s t how much 
uou ld depend upon (he ex ten t of the loans i t could m a k e in 
espouse to demand in (lie communi ty . 

J 'bo bank would bo able to exchange each y e a r 5 pe r cent of 
I . , f l ? f o n t * 7 5 ' 0 0 0 o f 2 Per cent bonds, or $3,750. If we a s s u m e 
" i t the bank sells t he :? per cen t bonds it receives t h r o u g h 
u s exchange a t par , a n d w i t h the proceeds pays off the notes 

a s s n f ° , U s t a , 1 ( l i n ; ? n « a i n s t t b c m > t b e effect is s imply to reduce its 
W i , l h l b i l i t , e s l>y equal amoun t s , a t t he s ame t ime re-
tif»h r K f l ' 0 l n t h e n o c c s s i t - v of r e t a in ing the 5 per cent redemp-
basi r 1 m Wash ing ton which a t once becomes ava i lab le a s a 
f i m i r o r , ™ s e r v e loans a t home. T h i s 5 per cent redempt ion 
lo-»,. b e 011 •<?:>>'Tr'° equiva len t to abou t $183. If th i s were 

If h o l ' o 0 C t , y n t 5 i m ' c o u t ifc w o u l d . v i o l ( l n n income of $9.25. 
nbone «i 5 i > w S r P l l S C d u s a 1 2 P e r cent reserve aga ins t loans, 
yiel a n s c o u l d b o m a d o w b i o b ! l t c per cent would 
oho™ , , T h l s i f t a k c n i u connect ion wi th the showing m a d e 
the e n i n ° • « r . - r U c e t h 0 l o s s t 0 ^ 11 y e a r or would increase 
PoinTci i i 0 W l t b cor responding changes in i n t enned ia to 
ou t s tnnm w c e n V 1 0 s 0 t u ' ° o x t r e m e s . If the b a n k s h a d no notes 
ivo« ; °fiU i-1 S t b 0 1 u l s w b i c b 11 conver ted and sold, it 

loooo f U 1 ( l f u n d s c q u a l t o l b e a m o u n t of the bonds t h u s 
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sold which could bo loaned a t 5 per cent ins tead of the 2 per 
cent now paid by the bonds. T i n s would be a d i f ference of :*> 
per cent per year in f avo r of t he new plan on a pr incipal of 
$3,750. On tiie o the r hand, if the bank s imply paid off i l s 
ou t s t and ing no tes out of nonrese rve money on h a n d ( a s in 
m a n y cases it migh t ) and held the now 15 per cent bonds a s a n 
inves tment it: would protit to (he extent of 1 per cent over the 
exis t ing s i tua t ion on a pr incipal of $3,750 a yea r or $37.50 the 
first year , $75 the second year , a n d so on. At the end of 20 
y e a r s it: would be .1 per cent ahead on i t s whole $75,000 bonds, 
or $750 annua l ly . In th i s event it is c lear t h a t w i th in t h r ee 
y e a r s (he increased revenue f ront i ts bonds would offset a n y 
possible loss due to (ho sacrifice on the 2 per cent in te res t on 
reserves. Aga ins t th i s might f a i r l y he set off the income, if 
any, t h a t it might have made by loaning I lie cash used to cancel 
i ts ou t s t and ing bank notes. 

Summar iz ing , it is s a f e to say t h a t upon the n a r r o w e s t pos-
sible basis likely to presen t itself in the case of th i s bank the 
ins t i tu t ion would, if it pa id up i t s whole reserves unde r the new 
plan in cash, fu l ly c lear itself a n d m a k e a n add i t iona l r evenue 
of f r o m $200 to $500. If ins tead of pay ing up i t s reserves in 
cash it got the reserve credi t by rcdiscount ing, it migh t prof i t 
to a very much g rea t e r degree ; how much g rea t e r can not bo 
es t imated wi thou t knowing the r a t e of in teres t in t he com-
muni ty and the ex ten t to which i t could obtain paper eligible 
f o r rediscount , 

REFUNDING BONDS. 

Ket i r emen t of the na t iona l -bank c i rcula t ion , f r equen t l y re-
d u n d a n t and never elastic, is r egarded a s one of the essent ia ls 
of cur rency re fo rm. D u r i n g the 12 y e a r s t h a t I have served 
as a member of t he B a n k i n g a n d Cur rency Commit tee the uni-
versal tes t imony of b a n k e r a n d business man, t ex t w r i t e r a n d 
pol i t ical economist h a s f avored th is a l t e ra t ion in t he ex is t ing 
system. All polit ical p a r t i e s a r e pledged to th i s r e fo rm, notably 
the Democra t ic P a r t y , which lias repea ted ly dec la red fo r it . 
I n ils p l a t f o r m of 189G it d e c l a r e d : 

Congress alone lias tlie power to coin and issue money, and Pres ident 
Jackson declared that, th i s power could aot be de legated It) Corporations 
or Individuals . We I herefore denounce the Issuance of no tes intended to 
c irculate as money by nat ional banks as In derogat ion of the Const i tu-
tion, and we demand t h a t all paper which is made a legal tender for 
public and private debts, or which is receivable for dues to the l.'nlted 
States , shal l be issued by the Government of the Uni ted S t a t e s and 
shal l bo redeemable in coin. 

Again, in PJOO, the Democra t ic p l a t f o r m on the same subjec t 
dec la red t h a t — 

A permanent nat ional-bank currency, secured by Government bonds, 
must have a permanent debt (o rest, upon, and if I lie bank currency is 
to increase the debt m u s t also increase. T h e Republican currency 
scheme Is therefore a scheme for fa s ten ing upon the taxpayers a per-
petual and growing debt. Wo are opposed to this pr ivate corporat ion 
paper c irculated as money but w i t h o u t legal-tender qual i t ies and de-
mand (he ret irement of the nat ional bank notes as f a s t a s Government 
paper or s l iver cert i f icates can bo subst i tuted for them. 

T h i s measu re provides f o r the g r a d u a l r e t i r emen t of na t iona l -
bank c i rcu la t ion over a period of 20 y e a r s and the reversion of 
the r igh t of note issue to t h e Government of t he Uni ted S ta tes . 
Such an a l t e ra t ion in the ex is t ing sys tem necess i ta tes the r e fund-
ing of United S ta t e s 2 per cent bonds, which a f fo rd the bas i s of 
bank-note c i rcula t ion . To my mind it needs no a r g u m e n t to de-
Pennine t h a t both the honor and the credi t of the Government 
a r e involved in the proposi t ion tha t whenever the Government 
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Withdraws the c i rcula t ion pr ivi lege f r o m i ts 2 per cent bonds i t 
should r e imburse tho ho lders of i t s secur i t ies for the inevi table 
deprec ia t ion which will ensue. The r e f u n d i n g scheme which w e 
have hero provided con templa tes t h i s ; a n d whi le it involves 
the a s sumpt ion by tho Government of a s l ight ly increased inter-
es t charge, it is pe r fec t ly m a n i f e s t t h a t the Government l ias long 
ago received i t s compensa t ion in the abnorma l ly low r a t e a t 
which it h a s been enabled f o r y e a r s to float i ts indebtedness 
unde r the ex i s t ing system. 

B u t a s ide f r o m tliis, Mr. Cha i rman , tho bill provides o the r 
compensat ions . I t enables the Government to r e sume and ex-
ercise a func t ion which f o r 50 y e a r s h a s boon confided to pri-
va t e corpora t ions , the va lue of which h a s been var iously com-
bated to bo be tween l i a n d 2 j per cen tum on the a m o u n t of 
c i rcu la t ion ou t s tand ing . In add i t ion to th is the Government 
s h a r e s in (lie excess ea rn ings of t he regional reserve b a n k s ; a n d 
hnally, ' but: most i m p o r t a n t of ail. th i s new sys tem will provide a 
rediscount scheme so much less expensive t h a n the ex is t ing bond-
secured cur rency p lan a s to m a k e cer ta in a reduct ion in the 
in te res t cha rge upon commercial t r ansac t i ons wi th the b a n k s ; 
so tha t , f r o m every pract ica l point of view, a s well a s upon 
cons idera t ions of public honor, the 2 per cent Government bonds 
should be r e f u n d e d into :> pereents or paid by the Govern-
ment a t p a r w i th accrued in teres t . I am well a w a r e t h a t t he re 
!»re cr i t ics of th i s plan who a r e not mere cav i l a r s ; bu t we do 
not f e a r to subjec t our a t t i t u d e on th is ques t ion to the dispas-
s ionate j u d g m e n t oi' t he Amer ican people. 

DIVISION- OF EARNINGS. 

T h e division of ea rn ings provided by t ins bill for tha Federa l 
reserve b a n k s will s t and tho tes t of f a i r d i spu ta t ion , albei t 
many of t he b a n k e r s a r e ins is t ing t h a t the cumula t i ve dividend 
Provided should be increased f r o m 5 to <i pe r cent . T h e r a t e 
r '\-ed by th is bill is exact ly the r a t e fixed by the Aldr ich hill, 
which tho b a n k e r s unan imous ly indorsed. B u t the content ion is 
ha t tho Aldr ich bill did not s h i f t reserves and t h u s depr ive 

t he coun t ry b a n k s of the 2 per cent in teres t which they have 
received upon the i r ba lances w i th cor respondent banks . T h a t 
i s t rue. Ne i the r did t h e Aldr ich bill r educe coun t ry reserves 
f rom i n to 12 pe r cen t a n d other rese rves f r o m 25 to IS per 
cent, nor did the Aldr ich bill provide, in add i t ion to a cumu-
la t ive dividend, t h a t the s tockholding b a n k s might roceive 40 
Per cent of tho excess ea rn ings of the system. I have a l ready 
Pointed out t h a t t h e in te res t to be derived by coun t ry b a n k s 
lroin credi t ex tens ions based on the reserve-re lease c lause of 
this bill will g rea t ly more t han compensa te thoin fo r the loss of 
in te res t on the i r balances, to say no th ing of the vast ly super ior 
a d v a n t a g e s of a b a n k i n g sys tem which will never b reak down 
over a bank ing system which h a s repea ted ly involved all the 
b a n k s a n d the whole coun t ry in d i sas te r . 

NOTE ISSUK S. 
In th i s coun t ry t h e r e is s h a r p division of opinion upon tlr* 

Question of note issues, one school of thought contending that it 
is s t r ic t ly a bank ing func t ion and a n o t h e r t i iat it is an essent ia l 
func t ion of government . In th i s bill we have provided t h a t the 
Government shall issue the notes, bu t only upon appl icat ion by 
t'»e b a n k s a n d th rough the banks . T h e cont roversy over thia 
provision is en t i re ly sen t imenta l . T h e reet ion a s it s t a n d s con 
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s t i t u t e s a compromise ; b u t t he re is not a single element of un-
soundness in I lie provision. Behind (lie notes is a gold reserve 
of .'53 i per cent, commercia l secur i ty a m o u n t i n g to dol lar fo r 
dol lar , a f i rs t and p a r a m o u n t lien on all the a s se t s of the reserve 
b a n k s and, super imposed, the obligat ion of the Uni ted S ta tes . 
To those who advoca te Government issue, it may be said t h a t 
they have it hero in te rms, wi th d iscre t ion in tlio Federa l re-
serve board to issue upon appl ica t ion or to wi thhold . To those 
who contend fo r bank issues, we m a y say tha t , in the p rac t i ca l 
opera t ion of t he system, you have it h e r e ; because only upon 
appl ica t ion of the bank can the Government issue. To those 
who affect , or s incerely en te r t a in , sol ic i tude for t he Govern-
ment ' s c redi t , Tt m a y be pointed out, a s a prac t ica l fact , t h a t the 
secur i ty behind the notes here provided is m a n y t imes more t han 
sullicicnt to protect (lie Government be fo re the note lioldur 
would reach the T r e a s u r y counter . Wha teve r o the r object ions 
m a y be u rged to the system, not a c r i t ic of th i s b i l l—banker , 
business man, or spec ia l i s t—has ever suggested t h a t the note 
he re provided is not a s sound a s gold itself. [Applause. ] 

CONCLUSION. 

I will not, Mr. Cha i rman , w e a r y Members w i th an explana-
t ion now of t he minor de ta i l s of th is m e a s u r e ; these a r e fu l l y 
set ou t in the pr in ted r epor t which accompanies the bill. W e 
have m a d e provis ion f o r fore ign banking , designed to extend 
our fore ign t r a d e by f u r n i s h i n g quicker exchanges and a f fo rd ing 
infini tely be t t e r b a n k i n g fac i l i t i es in t h a t field of en te rpr i se . 
W e have incorpora ted in the bill a sav ings -depar tment clause, 
which will enab le t he na t iona l b a n k s of the count ry to do busi-
ness of th i s n a t u r e unde r a u t h o r i t y of the s t a t u t e r a t h e r t h a n 
in d i s r ega rd of the law. Wo have provided a more effect ive and 
less expensive method of domest ic exchange and collection and 
also a system of examina t ion and publici ty which be t te r safe-
g u a r d t h e b a n k i n g opera t ions of the coun t ry . 

T h e work of the B a n k i n g a n d Cur rency Commit tee h a s been 
tedious a n d laborious, dea l ing wi th a sub jec t exceedingly com-
plex and upon the de ta i l s of which, if not upon the genera l 
pr inc ip les involved, t he re a r e wide d ivergencies of opinion a n d 
va ry ing degrees of an tagonism. We have done the best we could. 
W i t h o u t pract ical bank ing experience, d i sc la iming expe r t knowl-
edge of the subject , f have t r i ed a s c h a i r m a n of the commi t t ee 
1o reconcile confl ict ing views, to compose all f r ic t ion f r o m 
w h a t e v e r source ar is ing, to embody in the bill t he technical 
knowledge of the banker , the wisdom of the phi losophers , a n d 
the r igh t s of the people. We have not des i red to approach or 
consider the ques t ion f r o m the s t andpo in t of p a r t y politics. I t 
is too un iversa l a problem f o r tha t . I t is not a m a t t e r fo r p a r t y 
advan tage . I have kept in cons t an t contac t and p leasan t inter-
course w i th t he r a n k i n g minor i ty member of t h e commit tee , giv-
ing him every successive r ep r in t of t he bill, a f fo rd ing all the in-
f o r m a t i o n t h a t he migh t desire, a n d invi t ing in good f a i t h such 
sugges t ions a s lie migh t c a r e to make . And now, Mr. Cha i rman , 
su re of our ground, ye t conscious of h u m a n l imi ta t ions , we sub-
mi t th i s bill to the j u d g m e n t of the House, Challenging a f a i r con-
s idera t ion of its provis ions a n d devout ly invoking the pa t r io t ic 
cooperat ion of our col leagues in w h a t should be a g r e a t service 
to the coun t ry and a memorable ach ievement of t he S ix ty- th i rd 
Congress. [Loud app lause . ] 
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S P E E C H 

II 0 IST . OA R T E R G L A S S , 
O P V I R G I N I A , 

I N T H E I I O U S B OF R E P R E S E N T A T I V E S , 

Saturday, September 13, 19J3. 
Union F 0 ' 1 8 0 Committee of tlie Whole House on the s ta le of the 
for til , "n;'01- consideration the hill (II. K. 7S37) to provide 
currmi» estjiluishment of Federal reserve hanks, for furnishing an elastic 
est-1 iiliui,' / i r t o l (ll"K means of rediscount ing commercial papen and to 
an , ' . n i o r o eftective supervision of banking in the United States, 

tor other purposes. 
Mr. GLASS. Mr. Chai rman, the members of (lie Ranking ami 

^f i r reney Committee of the House on th is side of (lie aisle have 
leason to feel a lively sense of sa t i s fac t ion over the fac t tha t , 
<uier a general discussion of the currency bill reported to the 
£ louse by the committee extending, over it period of four da vs. 
«o impression adverse to the measure seems to have boon 
created. 

I confess to a sense of personal grat if icat ion tha t my op.m-
»ig speech in present ing the bill to (lie House seems to have 
•' Ulcninted every objection t h a t might, in reason, be of fered; 
•"m 1 truBt 1 may, with becoming modesty, express the judgment 
l ,«U it answered every adverse suggestion before it was made 
"e re upon the lloor of (he Iiouse, except, perhaps, one or two 
I 'oints involving, I suspect, legal refinements. 

Member a f t e r Member on the Republican side has come for-
« « r d (o (his s tand and, declaring he had th is or tha t objection 

the bill, nevertheless 'concluded tha t it is so much bet ter t han 
»>e exis t ing system lie would have (o vote for it upon its final 

Passage. Wo, of course, think it is ro much bet ter than (lie 
J-Msting system tha t it should pass (he House wi th a unanim-

tha t will insure its speedy enactment into law. There 
Scems to be l i t t le serious objection to (lie detai ls of the hill. 

Our Republican f r i ends apparent ly do not object so much to 
what (he bill provides as to the manner of i ts consideration, 
j here has been a good deal of cri t icism on th is score, a s if we 
'.id proceeded in a most unusua l way and adopted unprece-

dented methods. 
Some gentlemen who have urged th i s objection a r e absolutely 

^'ncore in thei r opposition to caucus processes. I have a degree 
tolerat ion for colleagues w h o ' r e a l l y take tha t view, and to 

lose I beg (o repeat the assurance tha t we have not desi-ed 
« make a pa r t i san m a t t e r of th is banking and ,cur rency bill in 

j y offensive Sense. Ru t it must be remembered tha t we logis-
t i c through and by par t i e s he re ; and I have been unable to 

mers tand how we may ever expect to overcome tha t defect of 
u 111 American system, if it lie a defect. 
in™ 0 l l iKS 1,0011 complaint about (here not having been hear-
"gs on the bill. The answer is tha t (he bill itself is the prod-

reno e x t e n s i v e hear ings on the subject of banking and cur-
y i r e f o r m . As soon as it became definitely known tha t the 

V iy-third Congress would be immediatelv charged with t i n 
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responsibi l i ty of cur rency legislat ion the B a n k i n g and Cur rency 
Commit tee of tlio House set about ge t t ing i n fo rma t ion on tlio 
subjec t . Wo h a d e l abora te hear ings, a s I have a l r eady s ta ted , 
to which not only were the b a n k e r s of tlio count ry invi ted b u t 
t h e select r ep resen ta t ives of every na t iona l g roup in America . 

T h e r ep resen ta t ives of t he t rade-unions , t he f a r m e r s ' un ions 
a n d granges , commercia l bodies, r a i l road employees, tlio m a n u -
fac tu re r s , the credi t men, specia l i s ts 011 t he subjec t—al l w e r e 
invi ted to t e s t i fy a w l did t e s t i fy . 

As to t he cons idera t ion of the bill by the Commit tee ou 
B a n k i n g and Currency , the Democra t i c members h a d confer-
ences of t he i r o w n ; but t he r e w a s 110 b inding obligat ion upon 
any member to vote fo r any provision t he r e agreed upon. 

For weeks we c a r e f u l l y a n d di l igent ly considered every 
f e a t u r e of a t e n t a t i v e measure , d iscuss ing t h e a l t e r a t i ons t h a t 
were des i rab le a n d m a k i n g changes t h a t seemed to be wise . 
D u r i n g all of t h a t period, a s I have previously indicated, I 
kept in cons t an t communica t ion a n d contac t w i t h the senior 
Bepubl ican member of t h e commit tee , a s s u r i n g him t h a t we 
did not c a r e to m a k e a p a r t i s a n issue of t he problem. W e fe l t 
obliged, however , to proceed in the usua l way . 

A f t e r w e h a d agreed 011 the de ta i l s of t he bill it w a s t aken 
to a p a r t y caucus . I s t h a t a s t a r t l i ng procedure? I s t he r e 
a n y t h i n g of an unusua l n a t u r e abou t t h a t ? I s it someth ing 
so e x t r a o r d i n a r y a n d genuinely un ique a s to occasion amaze-
ment on t h e Republ ican side of t h i s House? 

Mr. PLATT. Will the gen t l eman yield? 
Mr. GLASS. Cer ta in ly . 
Mr. P L A T T . I ask fo r in fo rmat ion . I s it usua l to t a k e bil ls 

into caucus, d iscuss them there, and se t t le them before they have 
been in genera l deba te in the House? 

Mr. CLASS. I t is ou (he Bepubl ican side. When the Repub-
l icans were in t he m a j o r i t y i t w a s not only usual , b u t a lmos t 
invar iab le . 

Mr. P L A T T . I have been in fo rmed t h a t t he r e h a s only been 
one case on one bill. 

Mr. CLASS. I never have known an i m p o r t a n t measu re to 
pass th i s House r e l a t ing to the cur rency or tar i f f t h a t w a s not 
agreed on in pa r ty caucus or pu t t h rough under p a r t y rule. 

' Mr. P L A T T . W a s t h a t in c aucus before going in genera l de-
ba t e in the House? 

Mr. GLASS. Tlio Vrec land cur rency bill w a s pu t in the Be-
publ ican caucus, a n d there w a s 110 deba te of any descr ipt ion on 
it in (lie H o u s e unt i l (lie day it w a s passed. Then only fou r 
h o u r s of general deba te were a l lowed ins tead of f o u r days , 
wliich we have given you. [Applause on the Democra t i c side.J 

Mr. SLOAN. Will the gen t l eman yie ld? 
Mr. GLASS. Yes. , 
Mr SLOAN. As a n o t h e r new Member, I would like to ask 

(lie gen t l eman if tlio P a y n e tar iff bill w a s considered in caucus 
by the Bepubl ican P a r t y ? I do not know. I w a s not hero a t 
tiie t ime, a n d I have not been in fo rmed . I do not m e a n (lie 
commit tee , b u t I mean the caucus of the Republ ican Members of t he House . . 

Mr GLASS. I w a s here, b u t I w a s not in t he secre ts of tlio 
Republ ican P a r t y . 1 imagine t he tariff bill went to c a u c u s ; 
bu t if not , t he Republ ican P a r t y of the House w a s then o p e r a t ^ . ^ 
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l ag unde r ru le s and discipl ine t h a t required every Republ ican 
Member to toe (lie m a r k or let Uncle J o e know the reason why. 
LApplauso on t h e Democra t i c s ide.] 

Mr. S T E E N E R S O N . Will (he gen t l eman yie ld? 
Mr. GLASS. Yes. 
Mr. S T E E N E R S O N . H a s (lie gen t l eman ever r ead the reso-

lution t ha t w a s passed a t (he Republ ican c a u c u s which agreed 
to (ho Yreeland-Aldrich bill? 

Mr. GLASS. Yes ; 1 have read it. I have it r igh t be fo re me, 
and 1 am going to r e a d i t to you present ly . [Applause on the 
Democra t i c side.l 

Mr. S T E E N E R S O N . So have I. I s ay the gen t l eman mis-
represen t s t h a t resolut ion 

Mr. GLASS. I do not mis represen t t he resolut ion, because 
1 have not yet r e f e r r e d to i t . 

Mr. S T E E N E R S O N . T h e gen t leman sa id we were bound by 
the ac t ion in caucus . 

Mr. GLASS. I have not sa id a n y t h i n g of (lie k i n d ; bu t I am 
ng to say it, and prove it . 
Ir. S T E E N E R S O N . I d e f y t he gen t l eman to prove it. 
J r . GLASS. I will r ead the resolut ion. 
Ir. S T E E N E I I S O N . i f the gen t l eman will permi t me, I will 
d it . 

Mr. GLASS. Go ahead . / 
Mr. S T E E N E R S O N . Th i s is (ho resolut ion adop ted a t the 

caucus on May n, 100S, on (ho Yreeland cur rency b i l l : 
lfesolvcJ, That this meeting or any adjournment thereof Is only a 

conference and not a caucus, and shall not have the binding effect of a 
caucus ; and that those who participate in its deliberations shall be ab-
solutely free hereafter to act in accordance wil l i their own Judgment 
with reference to all matters considered before it. 

T h a t is found on page 6 2 1 0 of the C O N G R E S S I O N A L R E C O R D , 
May 14. 1008, f irst session, S ix t ie th Congress. 

Mr. GLASS. And to show Jus t how s incere you w e r e in t h a t 
expression, when Char l e s N. Fowler , the Republ ican c h a i r m a n 
(>f the Rank ing and Cur rency Committee, under took to act on 
t he resolut ion h i s head came off. H o w a s removed f r o m his 
Position a n d Mr. Yreeland w a s m a d e c h a i r m a n in his s tead . 
[Applause on the Democra t i c side.] T h a t is how much f r eedom 
the r e was. 

Mr. S T E E N E R S O N . H e r e is the R E C O R D be fore me. 
Mr. GLASS. And t h e r e 1 have given you the rea l t r a n s a c t i o n 

a s it occurred. Mr. Fowler , who h a d been e ight y e a r s chair-
man of (lie R a n k i n g and Cur rency Commit tee , w a s humi l i a t ed 
and decap i t a t ed because lie w a s s imple enough to t h i n k you r 
caucus resolut ion m e a n t w h a t it said. 

Mr. S T E E N E R S O N . Oh, n o ; t h a t is no t it, I deny tha t . 
Mr. I i E L G E S E N . Will t he gen t l eman yield 
T h e C H A I R M A N . Does (lie gen t l eman yie ld? 
Mr. GLASS. I did no t yield, bu t I will. 
Mr. I i E L G E S E N . Assuming t h a t the Repub l i cans fo r long 

3'Oars have done bus iness a long the s ame line Democra t s a r e now 
doing business , is it not t r u e (lie Democra t s have compla ined 
n , , d cri t icized t h a t method f o r t he las t 10 y e a r s ? 

Mr. (J L A S S . Yes ; J O H N S H A R P WIRJ.r.vMS used to rush up 
a n d down th i s a i s le nea r ly every d a y in t h e session, e x c l a i m i n g : 

H e r e is a n o t h e r o u t r a g e you a r e abou t to pe rpe t r a t e , " a n d 
t h a t i s w h a t you gent lemen a r e doing now when we a r e pr<> 
Posing to p a s s t h i s bill. 
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Mr. J O H N S O N of Wash ing ton . Wil l the g e n t l e m a n yie ld f o r 
a ques t ion? 

Mr. GLASS. Oh, n o ; I w a n t to proceed. 
Mr. J O H N S O N of W a s h i n g t o n . 1 j u s t w a n t e d to a s k if t h e 

D e m o c r a t i c c a u c u s w a s p a r t of t h e n e w f r e e d o m ? 
Mr. GLASS. Yes ; ou r c a u c u s ac t ion p o r t e n d s t h e new f r ee -

d o m — a new f r e e d o m s ignal ized by a n a c h i e v e m e n t t h a t no o t h e r 
Congress h a s eve r exceeded. W e a r e going to give you a re-
vision of t h e t a r i f f a n d p a s s a c u r r e n c y bill a t a s ingle sess ion 
of Congress . T h a t is n e w f r e e d o m , bo th i n d u s t r i a l a n d finan-
cial . [App lause on the D e m o c r a t i c s ide.] 

T h e g e n t l e m a n f r o m M i n n e s o t a [Mr . S T K E N K R S O N ] t a l k s a b o u t 
t h i s reso lu t ion of h i s p a r t y " c o n f e r e n c e " by w h i c h nobody w a s 
bound . Let u s see w h a t Member s of h is own p a r t y t h o u g h t of 
t h a t reso lu t ion . H e a r the p l a i n t of Mr. Pr ince , a Repub l i can 
m e m b e r of t h e C o m m i t t e e on B a n k i n g a n d C u r r e n c y of t h e 
House , w i t h respec t to t h i s r e so lu t ion t h a t t h e g e n t l e m a n h a s 
r e a d : 

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

F r e e to ac t a s you p l e a s e ! Yet h e r e w a s a R e p u b l i c a n Member 
c o m p l a i n i n g t h a t t h e l a s t one of you w a s a b o u t to pu t on t h o 
yoke, a n d t h e l a s t one of you did. T h e g e n t l e m a n w h o r ead tn«* 
resolu t ion j u s t now w e n t a long w i t h t h e res t . [ L a u g h t e r on 
t h e D e m o c r a t i c s ide. | 

" W a l k u n d e r the yoke ," sa id Mr. P r i n c e ; " u n d e r buck, ' a s 
t h e exp re s s ion w a s a t t he t ime w i t h respec t to a yoke of oxen, 
l i e w e n t o n : 

Now (lie yoke may be easy and the burden light, but t want to say 
to von that I will not bo put under the yoke. I will not assume the 
burden and go before my constituents and say that I am in favor of 
makeshift legislation; that I am In favor of discharging a committee ot 
this House; that I am in favor of overriding tiie wishes ot the people; 
that f am to be a mere tobacco sign. 

W a s the g e n t l e m a n f r o m Minneso ta a m e r e tobacco sign on 
t h a t occas ion? 

Mr. S T E E N E R S O N . T h e g e n t l e m a n w h o m a d e those r e m a r k s 
r e m a i n e d in t h e p a r t y , a n d w a s the c h a i r m a n of a commi t tee , 
a n d con t inued so d u r i n g t h a t Congres s a n d t h e n e x t . H e w a s 
no t k icked ou t of t h e p a r t y . 

Mr. GLASS . I r e f e r r e d to Mr . Fowler , w h o w a s k icked o u t 
of t h e c h a i r m a n s h i p of t h e C o m m i t t e e 011 H a n k i n g a n d C u r r e n c y . 

Mr. S T E E N E R S O N . No. I a m t a lk ing a b o u t a n o t h e r man, 
w h o r e m a i n e d c h a i r m a n of h i s commi t t ee . 

Mr. GLASS . Now, Mr. C h a i r m a n , w h e n I w a s i n t e r r u p t e d 
1 w a s t r y i n g to ind ica t e j u s t h o w we h a v e proceeded w i th t h i s 
b i l l ; a n d a l i t t le f u r t h e r on I de s i r e to c o n t r a s t out1 conduc t 
w i th t h a t of c e r t a i n gen t l emen w h o h a v e a s sa i l ed us. 1 sa id 
we kep t in c o n s t a n t c o m m u n i c a t i o n w i t h t h e senior R e p u b l i c a n 
m e m b e r of t he H a n k i n g a n d C u r r e n c y Commi t t ee , a d v i s i n g w i t h 
h im in good f a i t h a s to t h e p rov i s ions of t h e bil l a n d a s k i n g 
sugges t ions f r o m him. W e received sugges t ions f r o m h im a n d 
embodied some of t l iem in t h e bill t h a t w a s subsequen t ly re-
por ted here , a f t e r we h a d cons ide red it in c a u c u s a n d t a m e d 
some of o u r own m e m b e r s . [ L a u g h t e r on t h e Repub l i can s ide . l 

Mr. SLOAN. W i t h t h e y o k e ? [ L a u g h t e r . J 
Mr. GLASS . No. By convinc ing t hem of t h e e r r o r of the i r 

way . T h e bill w a s a d o p t e d by a vo te of 1G3 a y e s to I) noes. 
W e then took it to t he fu l l C o m m i t t e e 011 H a n k i n g a n d Cur -
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r ency f o r cons ide ra t i on , a n d t h e r e a m e n d m e n t s w e r e m a d e . 
One of tho a m e n d m e n t s o f fe red by m y c o u r t e o u s f r i e n d , Mr . 
S M I T H of Minneso ta , a n d accep ted by t h e D e m o c r a t s w a s to-
d a y m a d e t h e s u b j e c t of s h a r p Repub l i can c r i t i c i sm h e r e 
LLaughte r on tho D e m o c r a t i c s ide.) 

T h a t is a siniDlo reci ta l of t h e e n t i r e p r o c e d u r e upon w h i c h 
wo h a v e been so b i t t e r l y a r r a i g n e d . T h e g e n t l e m a n f r o m Penn-
sy lvan i a [Mr . M O O R R I i n i t i a ted tho t a lk abou t t h e " g a g r u l e of 
t h e D e m o c r a t i c m a j o r i t y , " and nex t tlie g e n t l e m a n f r o m Wyo-
ming [Mr . MoNDiar.l p e r f o r m e d . Wi th a mien of i n j u r e d inno-
cence a n d an unc t ion t h a t wou ld h a v e m a d e D i c k e n s a s h a m e d 
of U r i a h H e e p [ l a u g h t e r ] ; wi th a s i m u l a t i o n t h a t would h a v e 
d r i v e n Mr. Pecksn i f f , b roken hea r t ed , into obl ivion [ l a u g h t e r ] he 
d e p r e c a t e d the p a r t i s a n zeal of D e m o c r a t i c m e m b e r s of t h e Com-
m i t t e e on B a n k i n g a n d C u r r e n c y a n d t h e D e m o c r a t i c c a u c u s 
H e even t r ied to inves t t h e whole t h i n g w i t h an a i r of m y s t e r y 
sugges t ing t h a t t h e r e w a s s o m e t h i n g s in i s t e r a b o u t i t l i e 
h e a r d the ques t ion h a d been a s k e d in tho c a u c u s a n d n e v e r 

. •answered a s to " w h o h a d w r i t t e n the bil l ." 
It occurs to m e t h a t if t h e g e n t l e m a n ' s cu r ios i ty w a s a c u t e 

enough to a s c e r t a i n t h a t such i\ ques t ion h a d been a sked lie 
m i g h t h a v e been d i l igen t enough to h a v e l e a r n e d t h a t it h a d 
oeen p r o m p t l y a n s w e r e d . As a m a t t e r of f ac t , it w a s a s k e d 
As a m a t t e r of f a c t , i t w a s a n s w e r e d ; a n d it would h a v e b e t t e r 
compor ted w i t h t h e usages of f a i r d e b a t e b a d t h e g e n t l e m a n 
t r o m W y o m i n g s t a t e d t h e a n s w e r a l o n g w i t h t h e inqu i ry . T h e r e 
i s no secre t a b o u t it. E v e r y p rov i s ion of t h i s bill w h i c h w a s 
not w r i t t e n by I! le c h a i r m a n of t h e c o m m i t t e e o r some m e m b e r 
>1 the c o m m i t t e e w a s w r i t t e n u n d e r t he i m m e d i a t e d i r ec t ion of 
he c h a i r m a n by the e x p e r t of t h e commi t t ee , w h o h a d t h o r o u g h 

technica l knowledge of t h e sub jec t . T h a t is t ho w a y the bill 
w a s p r e p a r e d ; and , now, w h e r e is t he m y s t e r y a b o u t "it? A f t e r 
a n , it is not a ques t ion a s to w h o w r o t e tho bill. I t is a ques-

on a s to w h a t it c o n t a i n s ; a n d t h a t s eems to bo avo ided by 
he cr i ICS. T h e y all r e t u r n to t h e s a m e " K i n g C a u c u s " p l a in t , 

i ' " nowise a f f e c t s t h e m e r i t s of t h e leg is la t ion proposed. 
Mr . O R E EN of Iowa . Wil l t he g e n t l e m a n yield V 
Mr. C L A S S . Yes. 

M r G R E E N of Iowa. I will b r i ng t h e g e n t l e m a n to t a l k 
' " o u he sub j ec t which he spoke of j u s t now. By v i r t u e of 

Ar 1 , 1 0 m»tioual b a n k s will h a v e to subsc r ibe 
« L A S S . I will come to t h a t p resen t ly . 1 w a n t to t a l k 

n t t l e m o r e a b o u t w h a t y o u r s ide t a lked a b o u t chiefly, a n d 
tnen I will come to t h e p rov i s ions of t h e bill, t h o u g h not one 

them h a s been success fu l ly a s sa i l ed . 
E E N of Iowa . I w a n t e d to a s k a ques t ion . Wil l t h e 

hOntleman yie ld f u r t h e r ? 
JJR. GLASS. Not r i gh t n o w ; b u t I wi l l f u r t h e r on. 
Mr. G R E E N of Iowa . Very well , 

N M I G L A S S - T h u g e n t l e m a n f r o m W y o m i n g [Mr . M O N D F I L ] 
" a u e much a d o a b o u t t h e p a r t i s a n r y of t h i s s ide of tl;e House , 

e w , , 1,1 ! l p i o l l s v o i n a b o u t 1 , 1 0 p a t r i o t i s m which should 
l/.M ° t h o cons ide ra t i on a n d e n a c t m e n t of c u r r e n c y leuis-
«J«on. f a m c o n s t r a i n e d to ques t ion t h e s ince r i t y of tho gent le-
nan w h e n he v e n t u r e s to dec ry t h e p a r t y caucus , f o r of t l ia 
t a i l ing figures in the Repub l i can c a u c u s live y e a r s ago on tho 
l e e i a n d c u r r e n c y bill the g e n t l e m a n f r o m W y o m i n g i l t r . Mox-
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m a x ] w a s one of tlio fo remos t . How can ho reconcile h i s preach-
m e n t s now w i t h h i s pe r fo rmances t h e n ? H o w did ou r Repub-
lican f r i e n d s proceed on t h a t occasion? They in t roduced the 
Vree land bill in the House on the l.'Uh d a y of May, 1908, l a t e in 
the a f t e rnoon . B e f o r e 11 o'clock on the 14th day of May the 
gen t l eman f r o m Pennsy lvan ia [Mr. Dalze l l ] b rough t in a rule. 
Wil l my f r i e n d who i n t e r r u p t e d me awhi l e ago ins is t t h a t h e 
w a s not bound by. the ru le? H e voted fo r it. 

Mr. S T E E N E R S O N . 1 will say to the gen t l eman t h a t I voted 
f o r it because I f avored it. I t w a s an emergency measure . 

Mr. GLASS. T h e ru le r e a d : 
Itcxolvcd T h a t a f t e r the adopt ion hereof the Committee on Ban king 

anil Currency shal l be d i scharged ami the House shal l proceed to the 
cons iderat ion of II. it. 2 1 8 7 1 — 

I w a s a member of the Commit tee on B a n k i n g and Cur-
rency, a n d I a s s e r t he r e t h a t t he bill never got to the doors of 
t he commit tee . Not only tha t , I a s s e r t t h a t when the ru le w a s 
b rough t in the bill had not yet come f r o m the Government Pr in t -
ing Otlice. T h e ru le f u r t h e r provided t h a t — 

Debate thereon shal l be concluded at n o t later than 5 o'clock p. m. 
to-day. 

[ L a u g h t e r on the Democra t ic side.] 
The t ime to be equal ly divided between the fr iends and the opponent:) 

of the bill It shal l be in order to offer as a subst i tu te fur the bill 11. It. 
107:50 On the conclus ion of the debate, as h e r e i n provided, a vote shal l 
be taken w i t h o u t de lay or in tervening motion first on the quest ion of sub-
s t i t u t i n g 11 It. 1«7:J0, If said bill shal l have been offered, and then upon 
the passage of the bill or the subst i tu te in lieu thereof , as the case 
may be. 

What did all t h a t mean? It m e a n t t h a t the Vree land bill, 
made the sub jec t of caucus act ion by the Republ ican P a r t y , w a s 
b rough t in to t he House one evening and r e f e r r e d to the B a n k i n g 
and Cur rency Commit tee , which it never r e a c h e d ; the commit tee 
w a s discharged nex t morn ing f r o m cons idera t ion of a bill t h a t 
it had never seen. U n d e r t he ru le no a m e n d m e n t s were al-
lowed to be offered on e i ther side of t he House , a n d deba te w a s 
to be concluded in f o u r hours . I t pe rmi t t ed a subs t i tu t e to be 
offered, bu t ac tua l ly prescr ibed the very t ex t of the subs t i tu te . 
[Laugh te r . ] I t undertook-' to m a k e the Democra t ic s ide re-
sponsible fo r a subs t i t u t e t h a t t he Democra t ic side had not 
considered and did not f a v o r ; a n d when no Democra t would 
offer the subs t i tu t e in the t e r m s provided by the Republ ican 
ru le a Republ ican Member, the gen t leman f r o m Ca l i fo rn ia [Mr. 
KAIIN], a s sumed to offer a Democra t ic subs t i t u t e to a Republi-
can cu r rency bill, thereby not only mocking jus t ice b u t making 
a ha r l equ inade of the en t i r e proceeding. 

Mr. A L L E N . Will the gen t leman yie ld? 
Mr. GLASS. Yes. 
Mr. A L L E N . Does the RKCOKD show w h e t h e r the bill w a s 

r ead or n o t ? 
Mr. GLASS. I do not now recall. I once hea rd John ,7. Inga l l s 

descr ibe P a r a d i s e Lost as " t h a t g rea t epic poem which every-
body p ra i ses and nobody reads ." [Laugh te r . ] T h e Vreeland-
Aldr lch bill, w h e t h e r read or not, was t h a t g r e a t legis la t ive en-
ac tmen t t h a t no Republ ican wanted , bu t fo r which all of them 
voted unde r caucus rule. [Laugh te r . ] 

T h e Aldrich end of it w a s denounced by Republ icans in t h i s 
C h a m b e r and the Vreeland end of it v a s denounced by Repub-
licans in the o the r C h a m b e r ; and when t h e r e w a s a legis la t ive 
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union of Iiio two bail m e a s u r e s t h e composi te bill r epresen ted 
HO per cent of House i n f a m y a n d 50 per cent of Sena te i n f amy , 
according to re l iable Republ ican tes t imony. [Laugh te r . ] 

T h e RECORD will show t h a t Mr. Pr ince , a Republ ican Member , 
asked w h e r e ho could get a copy of the bill, and Mr. FITZOERALD, 
of New York, dec la red t h a t no copies were to bo obtained. T h e 
te lephones in (ho cloakroom got busy, a n d a few copies were sen t 
u p f r o m the Government P r i n t i n g Office, whereupon Mr. F I T Z -
oERALI) took one of these a n d called a t t en t ion to the fac t t ha t the 
pape r w a s not ye t d r y on which it was pr in ted . 

T h a t is t he way the gen t leman f r o m Wyoming [Mr. M O N D E L L ] , 
so piously compla in ing of our p rocedure now, p e r f o r m e d when 
he las t h a d occasion to cons ider c u r i e n c y legislat ion, l i e voted 
f o r a gag ru le t h a t gave us only f o u r hou r s of debate , con-
t r a s t ed wi th f o u r d a y s f o r t h i s bill. H e voted fo r a ru le t h a t 
denied both the Democra t i c a n d Republ ican sides t h e poor privi-
lege of of fer ing a single a m e n d m e n t to the bill, w h e r e a s wo shal l 
give every Republ ican ful l oppor tun i ty to offer a m e n d m e n t s to 
th i s bill. 

Should not t h e gen t l eman be a s h a m e d of t h a t sor t of incon-
sistency on the floor of t he House? 

Mr. B U C H A N A N of Il l inois. Wil l t he gen t leman yie ld? 
Mr. GLASS. Yes. 
Mr. B U C H A N A N of Ill inois. W a s the Vreeland-Aldr ich biil 

read and considered under t he f ive-minute ru le? 
Mr. GLASS. Oh, n o ; never . Not only not read a n d consid-

ered under (he l ive-minute rule, b u t they did not pe rmi t a soli-
t a ry a m e n d m e n t to be offered to it. And yet the th ree gentle-
n>on who have most bemoaned the method of p rocedure in t he 
P repa ra t ion and cons idera t ion of th i s bill we re (ho (h ree gentle-
men most conspicuous in " p e r p e t r a t i n g an o u t r a g e " on J O H N 
S H A R P W I L L I A M S a n d the Democra t i c Members of t h a t Con-
gress—Mr. MOORE , of P e n n s y l v a n i a ; Mr. M O N D E L L , of Wyo-
ming, " O l d F a i t h f u l " [ l a u g h t e r ] ; a n d my good a n d genial 
i r i e n d f r o m Pennsy lvan ia , Mr. BURKE, all of them s t a n d p a t t e r s , 
' h e Inst one of them toeing the m a r k when the wh ip c racked 
and each sneezing every t ime the Speaker took snuff . [ Laughte r . 1 

Mr. P L A T T . Will the gen t leman yie ld? 
Mr. GLASS. Oh, y e s ; I a l w a y s yield wil l ingly to my f r i end . 
Mr. P L A T T . I w a n t e d to a sk why the Democra t ic P a r t y 

should s t a r t ou t by t ak ing the wors t precedent of the Ropub-
Hcans in s t ead of the best . 

Mr. GLASS. Wo have not done tha t . I have t r ied to poin t 
°a t . in con t ras t , how decent ly w e h a v e t r e a t e d you in requi ta l 
o l tiie bad t r e a t m e n t accorded u s when your side h a d cha rge of 
cur rency legislat ion. W e shall let you offer all t he amend-
men t s you w a n t to offer, and w i t h g roa t chee r fu lnes s a n d con-
sistency we will vote most of them down. [ L a u g h t e r . ] W e 
shall do tha t , I th ink , because we a r e no t wi l l ing to believe t h a t 
a Par ty responsible f o r (ho Vreeland-Aldr ich bill could possibly 
improve th i s bill. [Laugh te r . ] 

T h e speech of my f r i e n d f r o m Wyoming is a s t r a n g e m i x t u r e 
of sense and, if I may say it w i thou t (ho leas t offense, non-
sense. l i e a s s e r t s t h a t t he Federa l board is given more power 
unde r t h i s bill t han any ins t i tu t ion on ea r th , w h e r e a s I have 
shown, and no man hero can show the con t ra ry , t h a t t he r e is 
scarcely a power wi th which t h a t board is invested which h a s 
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not been p e r f o r m e d by one or two G o v e r n m e n t f u n c t i o n a r i e s f o r 
t h e las t HO yea r s . 

I cha l l enge a n y M e m b e r on t h i s floor r i g h t now to n a m e a 
power c o n f e r r e d upon t h e F e d e r a l r e s e r v e b o a r d by t h e pend ing 
bill t h a t l ias no t been exerc i sed by t h e S e c r e t a r y of t h e T r e a s -
u ry or t h e Compt ro l l e r of t he C u r r e n c y u n d e r t h e n a t i o n a l - b a n k 
a c t w i t h respec t to e x i s t i n g b a n k s in some sense or d e g r e e f o r 
m a n y yea r s , except t h e power of no te issue. 

I t is compla ined t h a t t h e F e d e r a l r e s e r v e b o a r d h a s t h e 
opt ion to i ssue n o t e s or not to issue. Of c o u r s e it has . Did 
n o t t h e b a n k e r s u n d e r t h e A ld r i ch scheme h a v e t h e opt ion of 
i s su ing o r not i s su ing n o t e s a s they m i g h t p lease? W h y not , 
w h e n th i s is a G o v e r n m e n t issue, give t h e F e d e r a l b o a r d t h e 
op t ion? W h e n I d i r ec t ed a t t e n t i o n to t h e f a c t t h a t t h e Vree-
l and bill , f o r wh ich the g e n t l e m a n f r o m W y o m i n g voted, ves ted 
t h i s p o w e r w i t h the S e c r e t a r y of t h e T r e a s u r y alone, he ins i s t ed 
t h a t I h a d no t co r r ec t ly quo ted it. W h e n 1 a s k e d h im in whau 
p a r t i c u l a r I h a d misquo ted , he sa id ho d id not h a v e t ime to 
a n s w e r . I o f f e red to y ie ld h im t ime to a n s w e r , b u t he h a s no t 
a n s w e r e d yet . W h y ? B e c a u s e I quo ted t h e l a w cor rec t ly . T h e 
V reel a n d bill d i s t inc t ly , in scet iou 2, ves ted t h e S e c r e t a r y of 
t he T r e a s u r y w i t h t h e exc lus ive power of i s su ing $500,000,000 
of c red i t c u r r e n c y a n d p a s s i n g on t h e sufficiency of s e c u r i t y ; so 
t h a t t h e g e n t l e m a n w a s wi l l ing to vest w i t h o n e m a n t h e very 
p o w e r t h a t he p r o t e s t s is too g r e a t to be lodged w i t h seven men t 
l i e t a l k s de r i s ive ly a b o u t th i s bill s e t t i n g up a P o o h - B a h in 
t h e b a n k i n g sys tem, t o t a l l y insens ib le of t he f a c t t h a t t he meas-
u r e wh ich lie he lped p u t on t h e s t a t u t e book does vas t ly wor se 
in the w a y of c o n c e n t r a t i n g cont ro l . I m igh t a p t l y p a r a p h r a s e 
h is doggere l a n d r e m i n d h im t h a t t he S e c r e t a r y of t h e T r e a s u r y 
u n d e r the Vree l and -Ald r i ch A c t is no t on ly— 

" The rook, and the captain hold, 
And tho mate of the Nancp brig, 
And the boatswain ti^ht. and the mldshlpmite, 
But—</ic whole internal ri<j. 

[ L a u g h t e r a n d a p p l a u s e on the D e m o c r a t i c s ide . l 
T h e g e n t l e m a n snee r ing ly cr i t ic ized the P r e s i d e n t of tlio 

U n i t e d S ta t e s , a n d r a t h e r offensively , I r eg re t to say , i n t i m a t e d 
t h a t Mr. Wi lson h a s been u s i n g p a t r o n a g e to f o r c e c u r r e n c y 
leg is la t ion . 1 do not bel ieve a w o r d of it. [App lause on t h e 
D e m o c r a t i c s ide. l I r e f u s e to be l ieve t h a t t h e p re sen t o c c u p a n t 
of t he W h i t e H o u s e is capab le of u n d e r t a k i n g to s w a y m e n ' s 
op in ions or to coerce t h e i r a c t i o n s by t h e u se of F e d e r a l pa t ron -
age. [App lause on t h e D e m o c r a t i c s ide . l 

T h e g e n t l e m a n f r o m W y o m i n g , a s d id t h e g e n t l e m a n f r o m 
P e n n s y l v a n i a , c r i t i c ized t h e P r e s i d e n t f o r h i s a l leged i n v a s i o n 
of t h e pr iv i leges of t h e l eg i s la t ive b r a n c h by u n d e r t a k i n g to 
coerce m e m b e r s of t h e B a n k i n g a n d C u r r e n c y C o m m i t t e e a n d 
l i kewise m e m b e r s of t h e D e m o c r a t i c caucus . R e t o r t to t h a t so r t 
of commen t is easy . I m i g h t r e m i n d him, w e r e I d i sposed t o 
be d i sag reeab le , t h a t t he p reced ing occupan t of t h e W h i t e 
H o u s e caused h i s A t t o r n e y Genera l to d r a w u p a r a i l r o a d bill 
w h i c h a c c o m p a n i e d a p re s iden t i a l message to Congress , adv i s ing 
u s to p a s s i t . [App lause . ] B u t w h a t h a s al l t h a t t o do w i t h 
t h e m e r i t s of a c u r r e n c y bill n o w u n d e r c o n s i d e r a t i o n ? 

T h e g e n t l e m a n f r o m P e n n s y l v a n i a [Mr . B U H K F . J d i scovered a 
m a r e ' s nes t in t h i s bill. " W e h a v e to fight over t h e b a t t l e 
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f o r tlio gold s t a n d a r d , " lie exc la imed . F o r t h e first t ime, he 
sa id , s ince Hie Repub l i can P a r t y 1M y e a r s ago put a d e c l a r a t i o n 
on t h e s t a t u t e books in f a v o r of t h e gold s t a n d a r d , t h e d o c t r i n e 
h a s been r e p u d i a t e d in a c u r r e n c y bill. W h a t n o n s e n s e ! T h e 
g e n t l e m a n seems i g n o r a n t of t he f a c t t h a t t h e n a t i o n a l b a n k 
no tes wh ich Fede ra l r e se rve no tes will g r a d u a l l y d i sp lace a r e 
r e d e e m a b l e in " g o l d or l a w f u l money . " H e s e e m s not to k n o w 
t h a t t h e Vree land-Ald r i ch Act, f o r wh ich he voted five v e a r s ago 
r e q u i r e s t h a t i ts emergency no te s sha l l be redeemed* in " gold 
or l a w f u l money . " He s eems no t to u n d e r s t a n d t h a t t h e 
Aldr ich scheme, wh ich he confessed ly f a v o r s now, uses prec ise ly 
t h e s a m e p h r a s e a s to t h e r edempt ion of t he n o t e s fo r w h i c h t h e 
bill p r o v i d e s — " gold or l a w f u l money ." E v e n so s a n e a n d or-
d i n a r i l y sens ib le a p a p e r a s the N e w York Sun a p p e a r s to be 
a l a r m e d because th i s bill fo l lows t h e - n a t i o n a l b a n k i n g ac t a n d 
tin; Vree land-Ald r i ch s t a t u t e a n d t h e provis ion of t h e Ald r i ch 
s c h e m e concern ing n o t e r edempt ion . T h e y affect, to t h i n k w e 
h a v e m a d e a n a s s a u l t upon t h e gold s t a n d a r d . W h a t a pi t i-
fu l so r t of oppos i t ion to t h i s bill t h a t is. 

My excel lent f r i e n d , Mr. BURICE, f o u n d out s o m e t h i n g else. 
T h a t e to r u i n h is speech by ca l l ing a t t e n t i o n to h is d i scovery . 
I L a u g h t e r . 1 H e sa id w e h a v e prov ided in t h i s bill in beha l f 
of t h e a g r i c u l t u r a l c lasses , f o r l o a n s on u n e n c u m b e r e d f a r m 
lands , b u t h a v e d i s c r i m i n a t e d a g a i n s t t h e h u m b l e l abo r ing 
m a n in t h e c i t i e s ; t h a t w e d e n y t h e w o r k m a n t h e r i gh t to 
b o r r o w money w i t h wh ich to d e f r a y the cost of h i s m o d e s t 
home. I n t h a t s a m e speech he a d m i t t e d t h a t he w a s f o r t h e 
Aldr ich bill, by r e f e r e n c e to sect ion <10 of wh ich it will bo 
no ted t h a t no loan on real e s t a t e i s p e r m i t t e d in a n y one of t h e 
'17 r e se rve c i t ies or t h e t h r e e c e n t r a l r e se rve c i t ies of t h e coun-
t ry . Mr. B U R K E be ing f r o m P i t t s b u r g h , a r e s e r v e ci ty, t h u s 
a d v o c a t e s a scheme t h a t exp re s s ly den ies h i s h u m b l e l a b o r i n g 
men (lie r i g h t to b o r r o w money to d e f r a y the cost of t h e i r 
modes t homes . [ L a u g h t e r on t h e D e m o c r a t i c s ido. l 

And so these a s t o n i s h i n g incons i s t enc ies proceed, Mr . C h a i r -
m a n . T h e g e n t l e m a n f r o m W y o m i n g [Mr . M O N D E L L ] advo-
ca t ed t h e mobi l i za t ion of rese rves , b u t a s sa i l ed t h e very pro-
vision of t h i s bill w h i c h p rov ided f o r m o b i l i z a t i o n ; he advo-
ca t ed d e c e n t r a l i z a t i o n a n d a s sa i l ed t h e ve ry d e c e n t r a l i z i n g 
f e a t u r e of t h i s bill. H e t a l k e d a b o u t t h e f a i l u r e of t h i s 
m e a s u r e to p rov ide u n i f o r m d i scoun t r a t e s . T h e Ald r i ch bill 
p rov ided a u n i f o r m d i scoun t r a t e ; bu t , If you will e x a m i n e t h e 
h e a r i n g s h a d b e f o r e the C o m m i t t e e on B a n k i n g a n d C u r r e n c y , 
you wil l t h e r e see t h a t e m i n e n t b a n k e r s openly a d m i t t e d t h a t 
i t w a s a n imposs ib le provis ion. T h e t r u t h is, it w a s a pre-
tense . W h i l e t h e bill p rov ided t h a t (he r a t e of d i s c o u n t s h o u l d 
bo u n i f o r m , no m e t h o d w a s dev i sed to m a k e t h e r a t e u n i f o r m , 
w h e r e a s t h e o p e n - m a r k e t p rov is ion of t h e pend ing bill wil l en-
ab le t h e rese rve b a n k to e n f o r c e I ts r a t e o.f d i scoun t . 

Next , t h e g e n t l e m a n f r o m W y o m i n g c r i t i c ized t h e bond-
r e f u n d i n g prov is ion of t h i s bill, s a y i n g it w o u l d cost t h e Gov-
e r n m e n t $7,000,000 per a n n u m , w h e r e a s r e f u n d i n g u n d e r t h e 
Aldr i ch bill would no t cost t he G o v e r n m e n t a cent . Such sim-
pl icl ty , such c r edu l i t y , w e r e neve r w i tnes sed b e f o r e s ince t h e 
wor ld w a s c r e a t e d . A s a m a t t e r of f a c t , if t h e r e w a s one pre-
t ense in the Ald r i ch bill more obvious t h a n m a n y o the r s , it w a s 
t h e p r e t e n s e t h a t t he G o v e r n m e n t wou ld be involved in no cost 
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in r e f u n d i n g the 2 per cent bonds. W h y not? T h e 2 porcents 
were to be r e f u n d e d into threes . Who w a s to pay the differ-
ence? T h e pre tense w a s t h a t (lie Government w a s to lie 
au tho r i zed to levy a f r a n c h i s e t ax in order to compensa te i tself . 
B u t the f r a n c h i s e t ax w a s to come out of the Government ' s p a r t 
of the ea rn ings of t he Fede ra l reserve associat ion, so t h a t t he 
Government w a s requi red to t ake i t s own f u n d s w i t h which to 
pay i t se l f ! 

T h e Progress ive floor leader of tlie House [Mr. M U K O O C K ] , 
l ike most o the r gent lemen who have spoken, though t the re 
were de fec t s he re and b lunders (here, and mi s t akes e lsewhere 
in t he bill, bu t graciously conceded t h a t it w a s so much be t t e r 
t h a n the exis t ing system tha t lie w a s inclined to vote f o r it, hop-
ing t h a t it would be improved a t the o the r end of the Capitol . 
Never theless , lie cri t icized the Democra t i c m a j o r i t y for a n al-
leged, violat ion of i ls p l a t f o r m pledges. T h e bill, lie said, is 
t imid, weak , hal t ing, because it does not include a provision 
aga ins t in ter locking d i r ec to ra t e s a s promised in the Democra t i c 
p l a t fo rm. As a m a t t e r of f ac t , (he Democra t i c p l a t f o r m 
dec la ra t ion aga ins t in ter locking d i r ec to ra t e s t r ea t ed t h a t sub-
ject a s an a n t i t r u s t proposit ion a n d did not associa te it wi th 
bank ing a n d cur rency l aws a t all. And it is a t r u s t proposit ion. 
W h a t does the p l a t f o r m say on the sub jec t? T h e exact lan-
guage is t h i s : 

We favor the declaration by law of tbe conditions upon which cor-
porations shall be permitted to engage in interstate trade, including 
among others the prevention of holding companies, of interlocking direc-
torates, etc. 

So t h a t d ie dec la ra t ion t he r e h a d no connection w i t h or rela-
tion to (lie sub jec t of bank ing and c u r r e n c y ; and it is absu rd to 
cha rge t h a t (lie Democra t s in Congress h a v e r epud ia t ed the i r 
p l a t fo rm merely because they r e f u s e to embody e x t r a n e o u s mat-
t e r in a bill fo r a b a n k i n g a n d cur rency system. T h e pres id ing 
genius of the Money T r u s t inves t igat ion w a s the employed a t tor -
ney, Mr. Samuel IJntorineyer , of New York, who so scarcl i ingly 
in t e r roga ted the wi tnes ses ; and lie lias publicly declared t ha t t he 
two sub jec t s have no re la t ion one to tlie o ther . H e goes to the 
ex t r eme of saying t h a t anybody who u n d e r t a k e s to assoc ia te one 
w i t h (he o ther and to complicate th i s cur rency legislation w i t h 
the proposit ion to embody in it the P u j o recommenda t ions " i s 
a p a r t y marp lo t . " 

Bu t , p ray , w h a t is the posit ion of the Progress ive P a r t y upon 
cu r rency legis la t ion? My f r i e n d f r o m K a n s a s [Mr. M U R D O C H ! 
m a d e a speech yes t e rday covering seven pages in the R E C O R D , 
and it con ta ined seven lines abou t cur rency re fo rm. H e w a s 
given the pr ivi lege of n a m i n g a member of the B a n k i n g a n d 
Cur rency Commit tee . Am I not correct in t h a t supposi t ion? 

Mr. H A Y E S . H e was . 
Mr. GLASS. W h y d id he not pe r suade til ls Progress ive 

Member to embody in some one of t he n u m e r o u s bills he intro-
duced some provision aga ins t Inter locking d i rec to ra tes? T r e a t e d 
a s a t r u s t quest ion, we know very well the position of t h e gen-
t leman ' s leader , Mr. Roosevelt , on the subject of monopoly, 
because it is recal led t h a t he m a d e t e r m s wi th the g rea t Steel 
T r u s t m a g n a t e s a n d promised the cu lp r i t s immuni ty before they 
p e r p e t r a t e d the i r c r ime of absorb ing (lie Tennessee Coal & I ron 
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Co., ( lm S c o n s u m m a t i n g one of the most g igan t ic i ndus t r i a l mo-
nopolies of t he wor ld . [App lause on the Democra t i c s ide.] 

l e t , w i th th i s record of his chief s t a r i n g h im in the face , the 
•• degressive iloor l e ade r he re cr i t ic izes t he Democra t i c P a r t y 
upon the p re t ense t h a t it h a s viola ted f a i t h w i t h (lie people a n d 
r epud i a t ed i ts p l a t f o r m because it will not embody in a b a n k i n g 
•jud cu r r ency bill some th ing t h a t r e l a t e s p roper ly to t r u s t s a n d 
combinat ions in r e s t r a i n t of i n t e r s t a t e t r ade . 

Mr. C h a i r m a n , I believe I will not f u r t h e r t ax the pa t ience 
the H o u s e by commen t ing on such i r r e l e v a n t c r i t i c i sms of 

he bill. T h e y seem to h a v e m a d e no se r ious impress ion. L 
V o hoen gra t i f ied , a s well a s a s ton i shed , a t t h e modera t ion of 

gent lemen who h a v e essayed to cr i t ic ize the bill. I t is a complex 
Piestlon, a n exceedingly difficult problem, a n d whi le I knew 
u i a t wo h a d t h r a s h e d it, ou t a m o n g ourse lves p r e t t y thor -
oughly I scarcely hoped t h a t we h a d m a d e such a good job of 
1C «s t he c r i t i c i sms f rom t h a t s ide of the H o u s e would indicate . 

1 will not proceed longer 111 the discussion of the m a t t e r , and 
A Uiank m y col leagues f o r the i r p a t i e n t a t t en t ion . [Applause . ] 

F E D E R A L D E S E R V E H O A R D . 

L F S R ° W E R S NOT A S GREAT A S T H O S E OF I N T E R S T A T E COMMERCE 
C O M M I S S I O N . 

[Extract from CONGRESSIONAL IIECORD, Sept. 10, 1013.] 

on^n' i a r A D D K N - T h e r e ough t lo be minor i ty r ep re sen t a t i on 
the r> , ) 0 a r d ' a , ' d the men who f u r n i s h the money to o rgan ize 

10 f e d e r a l r e se rve b a n k s proposed to be organized under t he 
" n s of t h i s bill ought to h a v e a voice 111 the i r m a n a g e m e n t . 
i Jr> CLASS. Will t h e gen t l eman pe rmi t a Question? 
J j r . M A D D E N . Cer ta in ly , 

d o n / ' CLASS. W a s it found necessa ry to put r a i l road presi-
Uii • f 01" r a l l r o a a m a n a g e r s on t h e I n t e r s t a t e Commerce Com-

m o n in o rde r t h a t the Gove rnmen t m i g h t elliciently super-
«md control the r a i l r o a d s ? 

Cas , M A D D E N - T h a t i s Quite a ditTerenf. proposi t ion. In the 
l'e 1 C>e I n t e r s t a t e Commerce Commission we give them only 
n ro" i t o r y p o w e r - 1 , 1 t h o c n s o o f t l i e r e se rve bank board they 
ilen C n a b s o , n t 0 Ju r i sd ic t ion to m a n a g e a n d control every 

11 ot bus iness t h a t may be c r ea t ed or conducted by the Fed-
a{. r e se rve banks . 

at m G I j A S S - M r - C h a i r m a n , I shal l pu t in to the RECORD r igh t 
n , ™ 1 8 Point a s t a t e m e n t of the power s of t he I n t e r s t a t e Com-
tlm Commission, showing t h a t they a r e infini tely g r e a t e r than 

^ Powers g r a n t e d to t l u F e d e r a l reserve board . * 
stnf T h e gen t l eman is not f a m i l i a r wi th tho in ter-
O l , ire-conimerco law, evident ly . 

I G I j A S S - 1 w i l i s a y t o t l l ° gen t leman f r o m I l l inois [Mr. 
of p, h a t 1 n i ! l y n o t 1 , 0 a s f a nil l iar wi th the technical t e r m s 
I n t o w a s h o ' b l l t 1 l l a v e r c a d t h c Powers con fe r r ed upon t h e 
torm n ° Commerce Commission, and , in my conception of the 
thio ' h o y a r o inf ini te ly g r e a t e r t h a n the power s con fe r r ed on 

u j s rese rve boa rd . 
t o ^ J ^ N . Mr. C h a i r m a n , I s imply w a n t to say In reply 

» Y FRIEND f r o m Virg in ia [Mr. G L A S S ] , the c h a i r m a n of the 
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c o m m i t t e e , i n c h a r g e of t h e b i l l , a s 1 u n d e r s t a n d t h e p o w e r of t l i o 
I n t e r s t a t e C o m m e r c e C o m m i s s i o n i t i s t h a t i t h a s t h e p o w e r 
t o r e g u l a t e t h e r a t e s l o b e c h a r g e d b y t h e r a i l r o a d c o m p a n i e s , 
b u t n o p o w e r w h a t e v e r t o m a n a g e t h e r a i l r o a d s of t h e N a t i o n . 

O n t h e o t h e r h a n d , I u n d e r s t a n d t l io p o w e r of t h e F e d e r a l 
r e s e r v e b o a r d t o b e n o t o n l y l o d i r e c t b u t t o c o n t r o l a n d r e g u l a t e 
e v e r y p h a s e o f t h e m a n a g e m e n t of t h e F e d e r a l r e s e r v e b a n k s , 
d o w n t o t l i o s m a l l e s t i t e m . 

T h e y h a v e n o t h i n g w h a t e v e r t o d o w i t h t h e finances of t h e 
r a i l r o a d s , a n d t h e y c a n o n l y s a y t o t h e r a i l r o a d c o m p a n i e s t h a t 
t h e r a t e p r o p o s e d t o b e c h a r g e d i s u n j u s t a n d t h a t t h e y m u s t 
m o d i f y t h e r a t e t o m e e t w h a t t h e I n t e r s t a t e C o m m e r c e C o m m i s -
s i o n b e l i e v e s t o b o a j u s t o n e . 

M r . G L A S S . M r . C h a i r m a n , I w i l l n o t c o n s u m e t h e t i m e of 
t h e c o m m i t t e e r i g h t n o w i n r e a d i n g i n d e t a i l t h e p o w e r s of t l i o 
I n t e r s t a t e C o m m e r c e C o m m i s s i o n , b u t w i l l a s k t o i n s e r t i n t h e 
K K C O K D t h i s r e c i t a l of t h e p o w e r s : 

E X H I B I T . 

l'lilXCirAI, D U T I E S OF T H E I N T E R S T A T E COMMERCE COMMISSION- . 

(Revised to February, 1900, by II. T. Ncwcoiub.) 
SECTION 1A. TO order the construction, maintenance, and operation 

upon reasonable terms of switch constructions between any railway 
and anv lateral branch line of railroad or private sidetrack where safe, 
reasonably practicable, and there is suMeh'nt business. 

SEC (SA 1 To modify the requirements of the law as to length of 
notice of changes in 'rates or as to publishing, posting, and filing rate 
schedules or tariffs. 

SEC. OU.2 To execute and enforce the law. 
SEC. OC.2 To apply to district attorneys of tlio United States to in-

st i tute and prosecute proceedings for the enforcement of the law. 
SEC 01>.3 To Issue subpoenas and subpoenas duces tecum. 
S E C O I O 3 To order t e s t i m o n y taken by deposition for use before Itself. 
SEC. OF.3 To appoint persons to take depositions In foreign countries 

for use before itself . . , , t , 
SEC. 1 3 A 3 To receive complaints and Investigate matters made the 

subject of complaint. 
SKC. lSIt. To Institute Inquiries on its own motion and " t o the 

same effect as though complaint had been made." 
SEC. 14A. 1 3 To make written reports of i ts Investigations. 
SEC. 14Ii." To Include in its reports of investigations its "decis ion, 

order, or requirement in the premises," and, if it awards damages, i ts 
" findings of fact." , , , , , , , 

SEC. 15A.3 " T o determine and prescribe," after " full hearing, what 
will be the just and reasonable rate or rates, charge or charges, to be 
thereafter observed as the maximum to be charged, and what regula-
tion or practice In respect to such transportation is just, fair, and 
reasonable to be thereafter fo l lowed; and to make an order that the 
carrier shall cease and desist from such violation, to tlio extent to which 
the commission Ilnd 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 as prescribed, and shall conform to the 
regulation or practice as prescribed." 

SEC. 15H.» To prescribe, within certain limits, when i t s orders shall 
take effect and how long they shall remain In force. 

SEC. 15C.3 To prescribe divis ions of Joint rates. 
SEC. IR.L),3 To establish through routes and lix Joint maximum rates 

and divis ions of rates on such routes. „ t . 
Sue 15103 To prescribe maximum allowances for services connected 

with transportation performed by owners of the goods transported. 
Sues . 10A3 and 10a. To make orders directing the payment of money 

damages. , 
SEC. 10T?.8 To suspend, reverse, or modify its own orders. 
SEC. IOC.2 To employ counsel " i n any proceeding" under the law. 
SEC. TOD.2 To apply to the Federal courts to compel obedience lo 

i t s orders. 
SEC. IFIK.S To defend suits brought " t o enjoin, set aside, annul, or 

suspend " any of Its orders. 1002'-' iL'MG 
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SEC. 17A.8 To make and alter its own rules of practice. 
' r ° Prosecute anywhere, by one or any number of Its 

members " a n y Inquiry necessary to its duties." 
l a w 0 ' 2 0 A l 1 T o require annual reports from carriers subject to the 

ann^n" 2 0 n > t T o .Prescribe the form of such reports and to require 
Information "Cl'a t h c m t o " a 1 1 quest ions" on which it "may need 

T o n x a ( l ! , < 0 after which all carriers subject lo the law 
n inn m V° ? ! P e a r a s m « y 1)0 " a uniform system of accounts and the 
manner In which such accounts shall be kept. 
Penscs T ° r e q u , r e s P c c l i l 1 monthly reports of earnings and ex-

l r p prescribe the forms of all accounts, records, and 
nei'mui . a< t r ? " l c movement and receipts and expenditures of money 
y Limit ted to be kept by the carriers. 
carriers T ° h Q V ° c o n s t a n t access to and to Inspect the accounts of 

MENHN'M1A'13 T
T° RE,IY?R,T annually to Congress and to make "recom-mendation,! as to additional legislation." 

Dnf, m m!'1," P°wers were added by the Mann-Elldns Act, 1010: Jiesponsiblhtics added : 
interstate telegraph, telephone, and cable companies. 

®erco^CommIsslon^ h ' 1 U l P U t a b s o l u t c l y i u b a n d s ot' Interstate Corn-
d e c i s i o n 1 t 0 s u s p e n d P l ' ° P ° s o d changes in rates pending hearing and 
n io ' '™ 0 , A ™ c n d c t l as to require written quotation of particular on written request. 
1oln?Wer» t 0 o r d o r - , a f t o r hearing, " through routes" and to prescribe 
^ h e on l y°Sf I mi tat i orI s°' a re— ° t h ° C o n Q e c t i u g c a r r i e r s 1 3 a water line: 
ond i2 T ' \ n t 110 through r 0 " t e shall be formed with a street railway not 
"'gaged in passenger business. 
xvhJn T J l n t 110 r o l l t o ™ay be established when the transportation i3 
mission. W ' 0 3 W H 1 b ° b c r ° n d t h e ^rischction of tha com 
r J ? ) ' r hat no railroad shall be required to embrace in the throuch 
onto substantially less than the entire length of its road or any 

intermediate road under its control, which lies between the termini 
or the proposed route. 
t r a m i P ^ r t r,"ay ^Mignatc in writing the route he prefers through 

l , I C to take, subject to exceptions made by the commission 
passes clause moditled. 
' hisslficatlon of property for transportation ordered 

own ' V}' Amended so as to give same powers to inquiries on " i t s 
rates t 0 ° U " c o m P l a l n t " In the matter of ordering 

SEC. 15. Amended to give the commission Jurisdiction over all r e t i -
re Li^m""11 t , r a c t l ^ 9 of carriers and the power to prescribe reasonable 
' f i l i a t i o n s to be hereafter followed. 

'•very carrier to provide reasonable facilities for through routes 
noi- c cJtaln supplementary acts the commission Is also given extensive 
, ^ V V h e '/"^'-cement of the safety-appliance and hours-of-servlcc 
l W s and the collection of data covering accidents. 

(Extract from an article in the Quarterly Journal of Economics, 1910 
by I'\ II. Dixon.) 

a t ( v i ° o a ~ I } y , t , h c a c t s o f 1 9 0 0 a n d 1 0 1 0 they (the people) have cre-
th'.n un administrative agency clothed with powers more extraordinary 
of ti e v o r b c f o r c 1 ) c c n Intrusted to auy similar body in the history 
Ov ' . i n country. The Interstate Commerce Commission has iurisdiction 
cx.-LS11 Important carriers of interstate commerce in the United States, 
rct'nV s o operating solely by water. Their rates, classiUcations, 
eithn» , s* a n < 1 Practices are subject to the commission's authority 

with or without complaint. r e s p e c t i v e rate changes may bo 
coinm? i b y ! t f o r 1 0 months beyond their effective date, and If the 
bo in °,n wills it may never become effective. Its permission must 

secured beiore a less rate can be charged for a longer than a shorter 

I Accounting and reporting sections, 
a prosecuting sections. No. 30 possibly in this class, 

of cnVn , , 0 powers and duties relate to the receipt and adjudication rcdi-mTV"aln,s. to the procurement of testimony necessary therefor, or to mess wrongs complained against and shown by testimony to exist. 
1 0 0 2 2 — 1 2 3 5 0 



distance. At Its discret ion it may establ ish through routes and joint 
rates. Its orders are in force when made unless ihe courts set them 
aside, and this the courts can not do wi thout a hearing a f t er notice. 
Final ly , if present rul ings are not overthrown, the courts will enforce 
all the commission's orders, unless they are unconst i tut ional or beyond 
ila authority . Surely the people of the United S ta te s have placed 
upon this commission a grave responsibil i ty. Upon its wisdom and 
justice the people rely for a successful regulation of the Interstate 
commerce of (his country. (Other interstate commerce legis lat ion 
enacted under separate measures at the last sess ion of Congress in-
clude an act grant ing author i ty to the commission to invest igate rail-
road a c c i d e n t s ; a supplement to the safety-appl iance acts requiring 
that cars a f ter July 1, 1011. he equipped with sill steps, hand brakes, 
ladders, and running boards : and an amendment to the employers 
l iabil ity act defining the procedure and right of act ion. ) 

Mr. M A D D E N . Will the gen t leman yield fo r a ques t ion? 
Mr. GLASS. Yes. 
Mr. M A D D E N . I wonder if Hie gen t leman would contend 

t h a t the I n t e r s t a t e Commerce Commission can demand the 
as se t s of one r a i l r oad company to help ou t ano the r if the o ther 
is in d i s t ress? 

Mr. GLASS. As I read the powers of the Interstate Com-
merce Commission, it can initiate a joint rate which in i t s 
effect would be doing that very thing. 

Mr. M A D D E N . Well, (lie gen t l eman h a s not answered my 
quest ion. T h e Fede ra l reserve hoard will have the power to 
d i rec t one Fede ra l rese rve hank to rediscount the paper of 
a n o t h e r Fede ra l reserve bank under ce r t a in condit ions. 

Mr. GLASS. Yes ; a n d it will i nu re to the benefit of t he dis-
count ing bank . 

Mr. M A D D E N . Well, h a s the I n t e r s t a t e Commerce Commis-
sion the power unde r any condi t ions to d iver t t he a s se t s of one 
r a i l r oad to a n o t h e r in o rder to help it ou t? 

Mr. GLASS. I answered the gent leman t h a t it has, in t h a t it 
h a s the power to in i t i a t e a jo in t r a t e which might have t h a t 
effcct. 

Mr. B O R L A N D . Mr. Cha i rman , will (he gen t leman yie ld? 
T h e C H A I R M A N . Does t h e gen t l eman yie ld? 
Mr. GLASS. I do. 
Mr. B O R L A N D . I w a n t e d to suggest to (he gen t leman from 

Virginia I Mr. GLASS) t h a t the I n t e r s t a t e Commerce Commis-
sion does have power to compel a common c a r r i e r to accept a 
ce r t a in c lass of business , w h e t h e r t he common c a r r i e r wishes to 
do so or not. 

Mr. MANAIIAN. Mr. Cha i rman , let me suggest to t h e cha i r -
man of t he commi t tee t h a t t he I n t e r s t a t e Commerce Commission 
h a s t he power to compel the in te rchange of f re igh t cars, the 
ac tua l equ ipment of one r a i l road wi th a n o t h e r ra i l road , by 
o r d e r s to t h a t e f f ec t ; and undoubted ly it is express ly provided 
t h a t t he a s se t s of one r a i l r o a d in i ts equipment can be com-
pelled to lie hau led c lear across the cont inent a n d be used by 
o ther r a i l r o a d s for the public good. 10022—-12oii0 


