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REMARKS

or

TMTON. EDMUND PLATT.

Dcecember 22, 1913,

The 1Touse had under consideration the conference report on the bill
(1T, 1. 7T837) to provide for the establishment of IFederal reserve hanks,
to furnish an elastic currency, to afford means of redlscounting com-
merefal paper, to establish a more effective supervision of banking in the
Tnlited States, and for other purposes.

Mr. PLATT.  Mr. Speaker, it has been well said by the gen-
tleman from Virginia [Mr. Grass] and by others that this is ¢
sreat” measure—one of the greatest measures that has passed
this TTouse of Representatives and the Congress of the United
States for a long time. I want to congratulate my Democratic
friends for the large measure of success they have attained in
making the measure largely a good measure, but at the same
time I want to point out to them that they are enacting this
great measure with some very serious defects, and with a certain
amount of fear and trembling, under the party lash and under
threat from the President that there would be no Christmas
dinners unless it was passed at once. And yet what have you
done, gentlemen? You are passing a great measure which the
Democratic Party is going to take credit for and on the end of
it you are extending a Republican measure which you have
condemined in most unmeasured terms on the floor of this ITouse.
There is nothing you have condemned more roundly and ve-
hemently than the Vreeeland-Aldrieh law. It has been cursed
from one end of this IIall to the other by gentlemen on the
other side of the TTouse, and yet this bill extends it for one year
beeause our Democeratic friends ave afraid this bill may not be
panice proof.

Mr. GLASS. May I interrupt my colleague?

Mr. PLATL.  Certainly.

Mr, GLASS. Ig it not fair to state that while we are extend-
ing the Vreeland-Aldrich Act we are amending it so as to make
it available to the people of the country? We reduce the tax,
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So the people may get the currency should they need it. [Ap-
Plause on the Democratic side.]

Mr. PLATT. Oh, I admit you are making it more available,
but at the same time it is a Republican measure which you
have very much condemned, but you found it necessary to put
it into this bill.

Mr. GLASS. As a Republican measure it was not oper-
ative; as a Democratic measare it may be operative. [Ap-
Plause on the Democratic side. ]

Mr. PLATT. Well, I hope it will not be needed, but there is
4 good deal in this Dill based on the Vreeland-Aldrich bill
besides, and that is one trouble with it. [Laughter.] The cur-
rency feature of this bill is a scheme whereby the United States
ssues notes for the banks. It provides for a currency made
to loan to the banks at a low rate of interest, and that appears
as a tremendous special privilege given to privately controlled
banking institutions. Other organizations of the country, like
the farmers and workingmen, will ask why, if the United States
can issue its Treasury notes to loan to banks at one-half of 1
per cent interest, it can not issue notes to loan to them at 2
ber cent. And it is a perfectly logical conclusion that Is going
to give you a whole lot of trouble. I agree with everything
that my colleague the gentleman from California [Mr. HaAvYES]
Ias said—that the notes issued under this bill ought to be bank
notes. The banks are to keep the reserves and can redeem
them, but for some reason unknown, or perhaps not entirely un-
known, you have characterized these notes as Government notes
when really they are practically bank notes and——

Mr. GLASS. I will ask the gentleman if, under the national-
bank act, a distinetly Republican measure, you have not been
loaning currency to the banks for {0 years on their collateral,
while not loaning to farmers? [Applause on the Democratic
side.]

Mr. PLATT. No; we have not. We have been depositing
oney and taking security for it. You can call that a loan if
You want to, but it is a deposit. Under this Dbill the Govern-
ment lends its notes to the banks at a low rate of interest and
the banks loan the same notes to the people at a high rate of
interest, and this is a special privilege.

Mr. KORBLY. Is it not a fact that the banks put up 140
Der cent of security to get these borrowed notes you speak of?

Mr. PLATYL. T think they are secured sufliciently. I agree
with the gentleman from Virginia and the gentleman from
Indiana, In that the notes are probably secure, but you have
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got to explain from now on what business they have to read
as Government notes when they ought to be bank notes standing
on the sccurity of good banking and a sufficient reserve. [Ap-
plause.]

Mr. Speaker, the Iederal reserve act i{s founded on the
“Aldrieh plan,” prepared by the National Monetary Commis-
sion of which ex-Senator Aldrich, of Rhode Island, was the
chairman. It is a clever and nbie adaptation of the “Aldrich
plan” to the Democratic platform, which declared against a cen-
tral bank or reserve association. Students of banking are prac-
tically agreed that a central reserve association or bank would be
stronger and safer than the divided plan of the Glass-Owen
I'ederal reserve act, but there i{s no good reason why the latter
should not work well, in my judgment, if the President appoints
the right men on the IFederal reserve board which {s to super-
vise and regulate the new systeni.

The I'ederal reserve act, or “ currency bill,” provides for the
establishment of not less than 8 nor more than 12 reserve banks,
In which a part of the reserves of all national banks and of as
many State banks as decide to join are to be pooled. These
Federal reserve banks are to be depositaries of the general
funds, receipts from customs, internal revenue, and so forth,
of the United States Government, which will place in their
vaults some $400,000,000 in addition to the reserves from the
member banks. They are also authorized to deal in Government
and State bonds, to buy and sell gold, and so forth, and to
issue notes on the security of United States bonds, so they will
have ample resources.

The main purpose of the establishment of the IFederal reserve
banks is to prevent paniecs and to afford the member banks a
place to go for help In time of stress or of extraordinary de-
mand for loans. In order to obtain help a member bank puts
its own Indorsement on some of (he notes of merchants or
farmers for whom it hasg discounted and sends them to the
I'ederal reserve bank of the distriet for rediscount, receiving
back the proceeds with which to extend further accommoda-
tiong to its home pairons. This is stating the operation in its
simplest terms, and perhaps rather more simply than it will
work in practice. "The proceeds of such rediscounting will
probably not be remitted to the member bank, as a rule, but
will more generally be placed to its credit in the Federal
reserve bank. In either event the amount can be counted as
additional reserve upon the strength of which accommodation
can be extended at home considerably beyond the proceeds of
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the notes rediscounted. 'The limit upon this is the requirement
that the Federal reserve bank itself must keep a reserve “in
Bold or lawful money ” of 35 per cent against its deposits; that
is, $35 out of every $100 placed to the credit of member banks.
There is undoubtedly possibility of inflation in these provisions,
but good management will guard against it.

It is expected that the present bank notes based on Govern-
ment bonds will be gradually superseded by the new Federal
reserve Treasury notes authorized. These notes are to be is-
Sued to the IFederal reserve banks on the security of commer-
cial paper by the Federal reserve board through the IFederal
reserve agent in each bank. 'This process is awkward and in-
defensible, except as an effort to comply with the Democratic
blatform. On its face, as I have stated, it appears to be a
loan to the banks of Government notes. Practically, however,
the notes are to be bank notes, as the Federal reserve banks
are required to keep a 40 per cent reserve in gold against them.
T'hese notes, or rather the machinery provided for their issue and
the form they are to take, constitute one of the worst features
of the bill. It amounts to a compromise with greenbackism,
but was the best that Mr. Bryan and his friends could be got
to agree to. I see no reason why any Republican should vote
for a pill containing this deceptive provision, which should be
eliminated; but if the people understand that it was adopted
only for political reasons and is not to be too literally construed,
it may do no serious harm. 'That at least is my hope, after hav-
Ing done my best to get it made right, both in the Banking and
Currency Committee and on.the floor of the ITouse in debate.

Mr. Speaker, I have avoided as mueh as possible going into
claborate details, such as the provisions for organizing the new
banks, the reserve requirements of member banks, and so forth,
and have endeavored to set forth plainly the main features of
the bill. I think the Democratic administration has made a
serious mistake in conveying the impression that the wheels of
Industry will begin to hum the moment the bill is passed. It
contains no magie. It will do little, if anything, to help the
country out of any business depression brought on by the
tariff or other causes, though I Dbelieve it will effectually pre-
vent a panie. It should be remembered that a panic and a
business depression are two different things, and that we may
have the latter without the former. In a business depression
there is no extra demand for money ; quite the opposite, in fact.
At such a time money piles up in the banks, because business
men do not care to venture it in new enterprizes or in the
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enlargement of their businesses. At such a time the new
banking system would probably be of no assistance whatever,
and restoration of confidence would depend upon other things
which I necd not mention at this time.

Federal Aid to Yocational Edueation.
Januwary 13, 191}.

I'he ITouse having under consideration Senate resolutlon No. §, from
the Committee on Iidncatlon, providing for an Inquiry into the subject
of I'ederal ald to vocational education by a commission of nine persons,
to be appolnted by the I'resident of the United States, Mr. SMITH of
Mlinnesota offered an amendment providing that the inquiry should Dhe
conducted by members of the ITouse and Scnate Commlttees on Eduea-
tlon themselves.

Mr. PLATT. Mr. Chalrman, it seems to me that many Mem-
bers have been discussing this subject as if the resolution was
going to establish vocational education. Now, vocational edu-
cation, as has been said, is nothing new, but that Is not what
we are discussing; it is not what the resolution refers to, but
national aid. Natlonal aid is new, and it is not easy to tell how
to apply it. It is likely to make trouble. I voted for this reso-
lution in the committee, and I shall vote for it here. I am not
inclined to believe In all the natienal-aid fads coming before the
people to-day, but it seems to me that this is something that
deserves an expert investigation, which can not be given by a
committee of the Iouse or a joint committee of the ITouse and
Senate.

It has been said that there is nothing that a commission could
find out that a committee of the Xouse could not find out. I
do not think that is true. I think a commission of experts,
composed of such men as the Chief of the Bureau of Education,
would find out things in regard to numerous complicated matters,
such as the way that the States aid the vocational schools of
the towns and citles within their borders, that a committee
might not find out, and coordinate them in a way that it would
be impossible for the committee to do. I think the report of
such a commission would be more valuable than the report of
a joint committee of the two Ilouses of Congress could be. I
therefore hope that the amendment of my friend from Minnesota
will not prevail.

Mr. ANDERSON. Will the gentleman yield?

Mr. PLATT. Certainly.

Mr. ANDERSON. Did the committee consider at all the
proposition of having the Bureau of Education investigate this
subject?
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Mr. PLATE. That was talked of in the committee.

Mr. DAVIS. Will the gentleman yield for an interruption?

Mr. PLATT. I will.

Mr. DAVIS. I agree {o all the gentleman has said except
one thing, and that is where he said that cooperation by the
Government in our school system was a new thing. Does not
the gentleman know that since the beginning of the Government
almost the National Government has subsidized the universities,
has subsidized agricultural colleges, and has subsidized the
common schools? It is not a new thing. 'The only new thing
about it is how most expeditiously to extend it along this line,
80 as to close the gap between the subsidized common school
and the subsidized agricultural college.

Mr, PLATT. The National Government did give some of its
land in aid of education.

Mr, DAVIS. Yes; and in some instances it gave money di-
rectly, as you will see by looking over more recent legislation
on the subjeet.

Mr, PLATT. It never gave money, however, by any sys-
tematie plan.

Mr. DAVIS. Some people have disputed the right of the
Government to do that even in later years. My objeet, con-
trary to some others, in supporting the resolution is that it
will, in fact, expedite this matter. 'There has been a collision
in this branch of the Congress, unknown perhaps to some of
the membership, the same as in the other branch, between
those in favor of the extension of voeational education, and I
shall vote for the resolution of the commitiee, because it will
expedite the matter and more speedily obtain results.

Mr. PLATE. I think it will. 'The question is more or less
a complicated one. The State of New York gives State money
to local schools everywhere, but that involves State control.
The loeal boards of education are required to report even the
absences of pupils to the State, and the State passes on all those
things. 1t refuses to give State money in cases where tiings
are not done just as the State department of education thinks
they should be done. Now, the gquestion of Federal control is
zoing to be involved in this matter of Federal aid ultimately,
and it iy a matter of expert determination, one that experts
ought to report upon, and a committee of Congress could not
possibly do it so well.

Mr, IIAYES. Will the gentleman yield?

Mr. PLATE. I will

Mr. IIAYES. Could not a commission appointed by the two
ITouses of Congress get all the expert testimony it needed?
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Mr. PLATT. Yes; but they could not put it in an expert way.

Mr. HAYES., They could put it together in a better way to
be considered by Congress. Look at the commission that we
had on immigration and the report that we got from them.
Has any Member of Congress ever looked it through?

Mr. PLATT. I will say to the gentleman that I am person-
ally more or less opposed to commissions, and as a member of
the committee I appreciate the compliment paid to the members
of the Committee on Education, but I do not think that they
can do this work as well ag a commission, such as President
Wilson would appoint for an educational investigation.

22706---12628

0]



