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There are four or five points to bear in mind in travelling in the

East to be observed more particularly in the hot than in the cool season;

but nevertheless elways important. They apply especielly to India, Burma,

the Halay States, the Dutch Indies, China and Japan, especially the lasti naumed.

(1) The sun, especially in India and in the hot eeason ie dangerous

unless the head ie suitably COVOIed and to those who ere particularly
susceptible to the sun, the back of the neck also should bz covered.

an exposure ¢n a hot clear dey will be dangerous, if enly for fivs or ten

minutea. It ie supposed to be Cve to the sctinie raye which for eome reason

or other in that psrt of the world are unususlly powerful. Therefore, it is

well to wear a suiteble hat, and in very hot weather a pad over the back of

.

the neck. This is even true while in the Himslayas.

(2) - sosquitos carry mslaria}] infecticn throughout the entire Eas

to greseter or less dezres, but especially in the fever belt, in the “ooi-hills
£ =S s ¥ J ?

of the Himalayas, and in all those parts ¢f the Eust where rice is grown,

because the rice paddies are brecding grounds for mosquitos and sre freouentl
5 &
. in
fever infscted, Those who have lived long/the East in hot weather principalls
B P
depend upon fens at night to keep the mosquitos away €rom the bed, but & fan

is liable to give one a cold which is difficult to get rid of

and it is better to rely upon a noequito net. Particular care should be

observed in travelling from Calcutta to Darjeeling, or from Delhi to Simle,

»;’
because the railroads in boih cmses cross the fever belt, but the trains are
always proviced wi

(3) Even in the best hotels it ic well not te think of drinking

Sometimes

in that clinmsats,

bgo, o

ordinary walter even thoush the hotel cleims that it has been carefully boiled.
Hative servants are atrociously careless about Tollowing instructione.
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comfortably there as they will provide travellers with an ample supply of
bedding to put on the floor. Strenge to szy, they will admit ladies Ty
pilgrims, although it ig a very remote plsce visited by comparatively few
travellers, end a little preparation ie reguired for the trip. The rules of
the monastary forbid them to coock or eat enything but vegetables, and the
Japanese diet is sometimes & little difficult for the American balate. Ir
the trip ié made, I suggest taking s supply of ezgs, coffes, evarorated cream,
butter and bread, and possibly some preserves or cznned fruit, on whick one
can & very well for s dsy or two. Hishi can do the cocking end will know
exactly what to tske.

A vieit to loys Sen implies that one will meke an honorable contribution
to the monastary where the traveller ctope. ihgu mesne poeeibly 100yen spisce.
The ‘temple then puts a little tablet in the room where the morning cervice
is conducted and the treaveller can theres?ter rely upon intercescsion for the
~security end h&ppinessAcf his ancestore for a few thousand years hersalter.

By €1l means stop st Shojo-SEhin-In which ie the best moansastery. Ae a preseszution
1 am eending & note of introduction tc ons of the prieste there who is a zood
friend of mine, end with whom I corrsepgend. FEe will show ¥re. Barney every
possible attention.

One word of caution azbout letters of *ntroductlon to official peorle.
Hany travellers carry letteres of introducticn to them end it is a great
convenience to then to rsceive information well in sdvance ofbhe date 6f
arrival which might be sccompanied in advance by the letter of introduction

and advice of the name of the hotsl where the traveller expects to stop.
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Hotel Ritz, London,

September 8, 1919,

Dear Tom:

I am writing to advise you of my safe arrival in London, and also
to thank you and Mrs. Pelder for your many courtesies to me while I
was in Paris, It was a great pleasure to see some old American
friends.

With every good wish,

Sincerely yours,

Thomas J. Felder, Esq.,
114, Faubourg St. Honore,
Paris,

BS/V
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1718 K Street, N. ¥.,

Washington, D, C.
Eovember 2, 1925,

Ny dear Wills

This is a quite personal, unofficial and confidential reply %o
your note of the 27th, because, in the absence of opportunity to talk the
matter over with you on account of my absence from New York, I must write
you a very frank letter,

The questions raised by the reports which you have sent me, and
which I have read with great care, are partly questions of trade, competition,
and profit, byt they are also partly gquestions which are essentially sconomie,
and, in a sense, with the world in the condition which it now is, they are
almost moral questions.

Disregarding for a moment the various arguments advanced in the
report o Dr, Young as %o the methods adopted by the German Government %o
restrict the importation of foreign films into Germeny, the fundamental fact
is that the producers of films in the United States desire to increase the
sale of films in Germany because by doing so the profits of their business
are enlarged, On the other hand, the effort of the German Government is
directed by an absolute embargo, or limitation upon importation, to restrict
the importation of films into Germeny,

The essential fact to be considered is whether the effort to
restrict importation shall be effective or not, and whether the moral or
economic grounds for the restriction are soundy Whether that restriction
is imposed by absolute embargo, or whether it ghall be made effective by
the imposition of a tariff is altogether a question of method, If a
tariff is imposed high enough to restrict importation, the result is the
same 28 is accomplished by an embargo. To the extent that a Sariff is
not effective in restricting importation, just to that extent American
producers of films are able to profit.

As I look at it, the only question raised by the report is
whether the importation of films into CGermsny should be restricted or
prohiblted, or whether it should not dbe restricted or prohibited.

The facts in the German economic situation today are briefly
as followss The Germaen Government is obligated, under the provisions
of the Dawes Plan, which has been accepted by fermanyts creditors, includ-
ing the United States, to pay to her creditors a total of $625,000,000 a
year, or so much of that amount as it is possible to pay without breaking
down the economic life of Germany,

After a rather exhaustive discussion of this matter with the
most responsidble people in the German (overnment, and in the organization
which is charged with the execution of the Dawes Plan, this past summer,
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csesnsinssned will H, Hays, m. n.3.25.

1 came homecconvinced that the German Government is intending, by every

means in its power, %o live wp to these odligations, ¥o one imows as

yet whether it will be possible for Germsay to do so, It depends wpon

the extent, and the rapldity, of the economic recovery not only of

Germany, but of those nations where Gevmeny mmst find a mariet for the

goods which she produces, and which have themselves suffered as the result

of the war, If the German trade, = by which I wean the capacity of
Germany to sell goods in forelgn markets - incresses, the messure of (ermany's
capacity to pay foreign dedts will, likewise, increase, If Cermany's export
trade does not increcse, the only possidble method by which these payments

can be met will be by progressively and effectively increasing the restrictions
upon Luports, so thad sauch export tvade as Germany is adle to develop will be

sufficient %o cover the reperation peyments, after for those absoluto-
ly essentinl fsports of food stuffs end roaw meterials vhich GCerasny mst duy
ebroad,

The problem, in a word, is esither to increase German exporis,
or % decrease Cerman lmports, so that thers may be left a dalance betwemn
income and outye oul of which these obligstions may be met.

Now the icportant thing for Germany, and for the rest of the
world, is ouch less that Germany should meet the last dollar of these oblis-
gations, and mmeh more that the evidence of Cermany's sincerity in attempting
to do 8o shall be convinoing and conclusive to her creditors,

S0 far as my obeervetion goes, there is only one way by which
this convineing svidence can be afforded, and that is by showing a willingnesa,
in the eveut thet exports & not increase, %o so restrict the cxpenditures of
the Germam people for luxuries and exiravegances, = in other words, so to
reduce the standard of living in Garmeny-that there will de no question vhate
ovor a8 to the sincerity of her purposs,

Fxpending the problem to apply to all of Buwrope, In fact %o the
whole world, instead of to Germany alone, it masns that the world tcday is
faced with a very simple cholces Shall the work of restoration: snd recovery
be direcied fowards incrassing produstion, increasing trado detwaen the
nations, ineressing conswaption and thereby elevating standards of livingg or
shall it bo directeld. towciPds the'deyelonmimt of A systén of hratal sod cruel
international restriciion upon consumpiion, = that iz & ruthless and heartless
gyshen of restraint won expenditures practiced betwesn the nations - or shall
it be directed, as I say, tousrde %o ddmlopnent of trade and comuerce.

How 1% so happens that at the moment, for monetary and other con~
siderations which sees to b2 controlliag, the poliey of many of Germany's
neighbors has been to impose various tariff and other restrictions upon Lmports
from Germany. Ve are nmot ourealves satirely firée from the pressure %o ispose
restrictions won ifmports to this country by increased tariffs, Under these
circumstances, the tendency in Jermeny will be %o ifaposs restrictions by
tarif? or otherwiass upon her own importa,

I do not think I would write you this letter were it not for the
fear which I have of the effect of a nation-wide propaganda through all of
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the theatryes, or the great bulk of them, which reach the public to an
enormous extent, and which might hawve the effect of building up a seniiment
of nostility towards Germany because of the effort of the German Government to
fmpose reatrictions wpon luxury expeaditures by her citizens, prineipally for
the purpose of meeting the absolutely just debi which she has obligated
herself %W pay in oxrder in part o repalr the consequeaces of the war, Vere
it a guestion of tooth brushes, or apples, or anything of like character, I
thiak I would be inclined %o keep ay ownm views 0 wysell and not write you
this letier, But the thought that 1t iz posaidble o tura looss upon millions
of people in the Uniteld States every day the saormous influence of the woving
plcture file In & propaganda to attack the policy of the Germen CGoveramant

in 1ts effort to meet 1%s Just obligations, glves we a feeling of despalr,

80 I an writing you %o beg thai you besr ia wind that the lLaporta-
tion of articles of luxury into Cermony from forvelgn countries is, in effeet,

. an impairment of lJermany's capacity to pay her just dedbts %o this country and

to other countrizs; Gthat the lmpairment of thal aapacity, 4if 1t 1s dua %o

an unneceasary importadion of luxuries, may indeed De justly regarded by
Geruany's creditors as & carslesa, or deliberats, evasion of her oblizations.
ind I Tirmly believe that no greater service can be performed by the producres
of motion pictures tham to announce 3o the world that they are willisgly end
gladly foregoling the Corman merket ia order %o aid Jermany im a conscilsaiious
effort to pay her cradifors.

Of course I realize, as you do, that this argument can be carried
too far, and that its sxtreme application would mean that the payment of these
debts muat ineviiably reduce a large part of the world to a siate of abject
posverty. The answer is that those psople, and those orgsnizationz who have
influence in the direciion of freeing coumsrce from the restrainis, such as
you feel apply to your trade with Cermany, should direct it tovards combatiing,
by every mesns in thelr power, auy eiffort on the part of any nation to erect
barriers to trade such as I have described,

I have thought this over for some days before feeling williag to
wyite you this leiler, If you have any doubt as %o the aoundness of my
position, I wish $hatl you would wrile me again,

And i you would like %o talk it over with Dr. Schacht, with
wiom I have discussed 18, I will be veory zled indeed %o arveanges 2 meeting when
I return Yo Wew Tork next week,

At any rate, plesase think it all over,

Sincerely yours,

#ill H. Bays, Esq.,
Ne' York' n. Y.

serve Bank of St. Louis
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() 469 FirrH AVENUE
New York Crty

WILL H. HAYS
PRESIDENT

TLAND SMITH
SECRETARY November 7 9 19265. OFFICE OF THE PRESIDENT

Mr, Benjemin F. Strong, PERSONAL.,
1718 H Street, N.W., ACKNOWLEDGED

Washington, D.C.
NOV 101925

I have your letter of the second and appreciate itE}‘s;'
I realize the difficulties and, of course, am in syzfathy

My dear Ben:

with your worries incident to your splendid grasp of the
whole situation. Few, indeed, know the whole situation.

It is not our purpose now to conduct any propaganda
in the theatres and will enter into nothing of that kind
without telking with you further. We have taken the
matter up with the Government, with our own people, with
the important newspaper editors, and with our Chambers of
Commerce. Beyond that we have done nothing yet.

I know that you, too, realize our difficulties when
we find ourselves manufacturing the only product against
which Germany erects a practical embargo, for ours is, I
think, the only manufactured product which is on the
Kontingent basis and not on & tariff. It is hard on us
when they pick us out as the only one, especially when we
have no tariff on their product brought into this country.
I say "no tariff" and I mean almost literally that, because
when the last tariff bill was enacted, our industry asked
for and got a reenactment of the old schedule in the
Democratic tariff bill, on films. That was not entirely
unselfish because our producers did not fear foreign
competition in this country and we hoped by this means
to avoid retaliatory tariffs. Instead, we get a Kontingent --
worse than any tariff,

Another real worry, too, is a promotion of similar
restrictions by German influence in other countries.
The Ufa, owned 85% by the Deutches Bank and harnessed in
closely, I suspect, with the German Government, is going
after world trade in a most vigorous fashion. That is
entirely right, that is its privilege, of course, but I
resent the use of the German Government by Ufa in an un-
fair way ageinst the American film industry.

I would be glad indeed if I could talk with you about it
and maybe see Dr. Schacht when you get back.

With kindest personal regards, and best wishes, I am

Sincerely yours
Digitized for FRASER
@ @ %.
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* PERSONAL Kovember 10, 1926,

My deer Will:

Thank you very much for your mice mote of the seventh, just
received on my return from Weshington.

I can thoroughly understand the difficulty sith which you and
your collesgues are confronted. GSometimes my resction to verious moves
now being mede in Burope - each country to protect its own trade without
regard to resction on other countries - is & rether sympethetic considers-
tion of the possibilities of lower teriffs znd frser trade than just now
seem to be possible.

The traditionsl sttitude of thks country is such that I
reslize the Impossidility of eny move in that direction; slthough ihe resl
test is some dey going to come in the contest between demsnd for debt
payment on the one hand, and unwillipgness to receive goods oa the other.
Just whet the outcome will be, no one csn sry. But I do heve & feeling
of strong sympethy for those countries which are eatering into solemn
obligation to make peyments and them on the one hand are feced with these
slmost impenetrsble barriere of tariffs zgeinst thelr exporte, and on ithe
other hand, with tremendous politicsl end economic pressure {rom sbrosd
to provent their srecting similar barriers sgeinst their own importis.

I suppose it i true snough to eay thst every sction of that
sort seems to be hostile to some psrticular interest, =nd thet no sction
sffecting trede restreinte cen be made perfeotly just and feir to ell
pertise. But I wanted you to know that in s genersl end brosd wey, viewing
the problem ee a wvhole, rather thsn from your stendpoint se interested im
motion pictures snd films, I have = strong sympathy with the difficulties
of thooes natione, which includs meny om the Continent of Europe, who are
meking an earnest struggle to pay their debts snd discherge their obligs-
tions of honor.

I know thet Dr. Echacht would Y& very glad to ses youw, but he
will only be here for = wesk longer. There seeme little more that I csn
do in ths matter beyond what I bave, eud possibly I heve been too frank in
expressing my feslings.

&incerely yours,

Will E. Beys, 3&q.,
459 Fifth Avenus,
Wew York City.

BE.LE
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WILL H. HAYS

Q PRESIDENT
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E. MILLIKEN
SECRETARY

Digitized for FRASER
ttp://fraser.stlouisfed.org/

MOTION PICTURE PRODUCERS & DISTRIBUTORS OF AMERICA, INC.
469 Firre AVENUE
New Youx Crty

OFFICE OF THE PRESIDENT

Janusry 3, 1926.

Hon. Benjamin Strong,
270 Park Avenue,
New York City.

PERSONAL .

Dear Ben:

Vincent Murphy is an applicant for the position
of Agent of the Federal Reserve Bank for the New York
District. I have had a good deal to do with him in
the last few years and have found him an unusually
able man. I know nothing about his peculiar fitness
for the particular job but no doubt he would be good.

I do teke pleasure in expressing this apprecia-
tion of his integrity, industry, ability and judgmemt.
He is a good man.

With kindest personal regards, and best wishes
for a happy New Year, I am

Sincerely yours,
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September 19, 1918,

Dear Mr. Jones;

1 am terribly sorry to have missed your call yesterday
and it reminds me of the fact that we both missed a very enjoy-
able time at the mid-summer High Jinks this year,

with kindest regards, believe me,

Cordially yours,

;;;Eg,éguﬂanan.mxaag.
y ector, General Military Relief,

American Red Cross,
Washington, D. C.

B3/MSB
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NATIONAL OFFICERS RED CROSS WAR COUNCIL
BY AFPFOINTMENT OF THE PRESIDENT OF THE UNITED STATES

WOODROW WILSON, PRESIDENT
ROBERT W. DE FOREST, VICE-PRESIDENT
JOHN SKELTON WILLIAMS, TREASURER

JOHN W. DAVIS, COUNSELOR

HENRY P, DAVISON, CHAIRMAN
JOHN D. RYAN
CORNELIUS N. BLISS, JR.

STOCKTON AXSON, SECRETARY THE AMERICAN RED CROSS HARVEY B SimacN
i GEORGE B. CASE
WILLIAM HOWARD TAFT NATIONAL HEADQUARTERS =
CHAIRMAN CENTRAL COMMITTEE EX OFFICiO
ELIOT WADSWORTH, VICE-CHAIRMAN WASHINGTON, D. C. WILLIAM HOWARD TAFT
HARVEY D. GIBSON, GENERAL MANAGER ELIOT WADSWORTH
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Octe 3, 1918,

r

Hon. Benjamin Strong, ﬁ'gm ;fﬂ

Equitable Building, . 0
New York City. OCT 518l¢
L

Dear Mr. Strong:
On my return to Washington I found your note of the 19th inst.
Permit me to again congratulate you upon the excellent speech that you
made at the Metropolitan. In talking about the meeting in the President's
apartment at the Waldorf that night, he took particular occasion to comment
upon your speech and .spoke very well of it.
The meeting was a great success. Of course neither you nor the
President are comedians, and your subjects were certainly about as serious
as could be chosen, therefore the meeting was a solemn one. I was particularly
impressed with the solemnity of it myself. The President's speech was so
far-reaching and had so much in it, that it required reflection and consideration
before it could be applauded. However I think that it has in it that which will
materially hasten the end of the war. I believe the people of the Central
Powers, if they can get his speech properly translated and well distributed,
so as to understand it, will decide that they have much less to lose by con-
ceding the fight than by continuing a hopeless struggle.
Again congratulating you upon your meeting and hoping to have the
pleasure of seeing you again soon,

Cordially yours,

JHJ /me /
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October 5, 1918,

Dear ur. JOMM“

1t was very good of you to write me €0 cordially about
the meeting last Priday. I sincerpgly hope that the President was
pleased. It was intended to be a serious meeting and it seemed
to me that anything that would tend to make it otherwise would have
been a grsat mistake.

I hope the President understcod that the sudience which
he addressed was a very carefully selected one, made up of the lead-
ing men and women of the city, who came there in the expectation of
hearing a message from him of momentous importance. His reception
was most cordial, but I think the character of the meeting itself
exercised a restraintupon the enthusiasm which one would ordinarily
expect at a conventional mass meeting, The best tribute that I have
ever heard accorded any speaker was the impressive silence in which
the greater part of his address was received., The comments on the
meating, and particularly upon his address, have been universally
favorable, I wish that he might hear them,

Cordially,

Jesse A, Jones, Esq.,
The imerican 8,

National Headquarters,
Washington, D, C.

B3/MSB
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October 11, 1918,

Dear Mr, Jones;
It was very good of you to let me see Mr.
I am return-

Tumulty'e note of October 8th, to you.

ing it herewith for your files,
I am gratified to learn that the President

felt pleased with that meeting here in llew York,
Cordially,

Jesse H. Jones, Esq.,
TaTim SR OBy e

one
Washington, D, C,

e T
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® 2 THE .JOHN PRICE JONES CORPORATION

Organization and Publicity Counsel

E 150 NASSAU STREET, NEW YORK
OFFICERS TELEPHONE, BEEKMAN 98I

JOHN PRICE JONES,

President and Treaswrer
GEORGE A.BRAKELEY,

Viee President and General Man
PARKE F. HANLEY, Vice President Ju 1y 29 1921
H.W. THIRLKELD, Vice President I
ROBERT F. DUNCAN,
Vice President

Dear Governor “trong:

I should like very much to have you, as a member of
the National Sudget Committee, understand the financial
situation of the committee and I take the liberty of writing
to you because Mr. Pratt is away and you are the only person
on the committee whom I know.

The situation is this: For about two years now I
have been paying the bills of the committee. At first I
was Treasurer, then the treasurership lapsed for some reason
or other and our corporation has been paying all the bills
as they were approved by ur, Howe, Director of the organizaftion.
Outside of that we have done very little, as lir. Howe has been
handling the whole matter.

Last spring * had a talk with Mr. Pratt and at that
time the deficit =mounted to around $3,000. He.told me then
that he was going to have steps taken to raise more money in
order to cut down the deficit. Now he has gone away without
giving me any instructions as to the 1limit of expenses. Since
then the deficit has risen to sbout $7,500. and expenses are
gzoing on at the rate of almost $1,000. a week.

Frankly, I don't know what Mr, Pratt's attitude on this
situation is. I don't know whether the directors themselves
know what the deficit is. As a matter of fact, in the absence
of Mr, Pratt, I have no direct connection with the committee
itself. We are perfectly delighted to be of service to the
committee if the committee desires it and if they understand
the situation. I am not personally concerned about & dvancing
the money and although I have no direct connection with the
committee, I should judge that 4+ have some responsibility to
Mr. Pratt, because in the past he has always met the deflcits.
It seems to me, however, that my position is a somewhat
nebulous one and in the words of the immortal Harriman "Where

do I stand?"

Mr. Howe tells me that he does not know what my arrange-
ments with sr. Pratt are, which again ads to the complication.
I don't ask you to take any action or assume a ny responsibility .
I should, however, like to have you know the situatione.
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Vashington, Ds Cey
July 30, 1921.

Dear Mr, Joness
Your note of July 29 is just received.

I wigh I could give you some definite suggestion sbout the

e account of the National Budget Committee P the best
thing will B¢ tn Suait my Fetarn to Nev Yok, and 2 will hen omii B

meeting of the Committee to discuss Ways and Moanss

liy work at the Bank, since returning from &broad, has been
too engrossing to permit of my attending meetings of the Committee, so
I am not fully infomed of what reports Mr. Pratt may have made to the
Committee on this subject.

I am sorry that the burden has fallem so heavily upen you,
;m;nldowbnttogot1tltnghton¢ﬂmtmnlmbukto
oW YoIrke

Sincerely yours,

Jolm Price Jomes, Es8qs,
Tae Johm Frice Jones Cerperation,
150 Nassau Street, New York City.

BS.M3B
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®, THE JOHN PRICE JONES CORPORATION

Organization and Publicity Counsel 7{/ /
% /
M) ol )
- 150 NASSAU STREET, NEW YORK /113
OFFICERS TELEPHONE, BEEKMAN 1981 / 7, /('
JOHN PRICE JONES, ( L
President and Treasurer
GEORGE A.BRAKELEY,
Viee President and General Manager
PARKE F. HANLEY, {’_"Nl’l?s:_} lent
H.W. THIRLKELD, Vice President August 2’ 1921

ROBERT F. DUNCAN. )
Vice President

Dear Governor Strong:

I want to thank you most heartily for your letter
of last Saturday and also for your kindness in trying to
get me on the telephone in answer to my request to Beyer
to let me speak to you.

I have been concerned about the situation simply
because in my talk with Mr. Pratt I got the idea, perhaps
wrongly, that he did not want to have the deficit go up so
high, but I have, however, agreed to meet the bills until
Mr. Pratt returns on the first of ®“eptember. I feel in a
way that Mr. Pratt has placed a certain responsibility on me
and yet has not defined that responsibility and in his absence
I have been somewhat in doubt as to just what to doj; but
I am going up in the woods for a couple of weeks and I am not
going to worry about that.

Sincerely yours,

EE)U{?rJE%*f E}h%%g

Govern r Benjamin Strong,
c/o Federal Reserve Board,
Washington, L. C.
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August 19, 1921.

Dear Mr. Joness:

Mr. Pratt is sailing for home oa the Siesamship
George Washington to-day, and should be hers on Septeamber
third.

Yours very truly,

John Price Jonee, Esq.,

¢/o The dohn Price Jones Corp.,
150 Nassau St.,

New York, N. Y.

BS: Ml
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December 18, 1922.

My dear Mr. Kings.-

I enjoyed my visit in Chicago with you very much indeed end benefited
by the frank talk we had.

Of course, it is difficult to get any publication which exactly answers

the questions that were in your mind; but I have endeavored to do eo in what

I am now esending you.

Please do not be appalled at the size of the bundle when it arrives, for
it will contain:

(1) The Annual Heport of this bank.

(2) The Annual Report of the Federal Reserve Board.

(3) A little book published by Profesesor E. W. Kemmerer, of Princeton
Univereit&, called the "A B C of the Federal Reserve System", which will give you
some idea of its theory and of ite operations.

(4) A copy of Part 18 of the Hearinge of the Joint Commiseion of
Agricultural Inquiry,where certain passages have been marked that particularly
relate to the extension of credit to agriculture. I am sending you this volume
especially because it contains not only the statement which Govermor Harding made
and which I made before the Commission, but alsoc a statement made by Mr, John
Skelton Williame, who has been one of the principal critics of the policy of the
Federal Reserve System.

(5) A copy of the report of the Joint Commiesion of Agricultursl Inguiry,
in which you will find tbe various conclusions which it has arrived at in regard

to agricultural credit.
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'. Guthrie Center Iowa
%\7 Dec 29 1923

Governer Sionse.

You probably have forgotten me.

=

If ypu will remember,we met at theNational Conventi ion of
the American Farm Bureau Federetion.Yo was kind eno.gh to send
me some literature on the laws governing and the ftndfon of the
Federal Reserve System. I sure got a greatdeal of good from study
of them.In my work in the Farm BjreaLthgl¢cve Iwas able to countex

act a great deal of pregudice against ﬁcac al Reserve System.

We are studying the system of taxation in its Present work
ing form and several proposed new plans. At our community meetings
and at our Chamber ofCommerce meetings we are having discugfions and

round table talks on the subject. :
Tfhere is a great deal of prejudice against the issuance of

tax free bonds of any description.

n the evening of Jan.8 IY24 we have a county mceting and
I am glsted for a talk on the side of issueing tax free bonds to a
limited amount. I thought you might be able to send me some literature
on the subject in fav01¢%m; free bon\s and give me the view of the
eastern man from a financieys view point.

I belieye the east anc the west and the farmer and the east
ern manufueer andgé the great class of moneyec men will get along bet &
ter and all get back to a sound basis quicker if we got together oft

cner and on ndetral ground to disgcuss_our mutual problems.
I believe the Federal Resedrve,the farmer of the middle
west have both profited by mutual contact anc gaining the viewpoint
of ‘each other.
Taxes are like castor oil they both leave a bad taste in the me=t
moutli,but they are necessary to get results.They are both efficacious.
: The big problem is to administer them with the least objectipn
from the patients
The question is whether it can be done through indirect taxes,
by a straight sales tax or some less objectional way.
I will be glad to give you any information on any topics I can
at any time and hoping I am not asking an undue fave:
I remain as eve
« John W.King
2 Guthrie Center
R 5. Guthrie County
Iowa
Iowa,the state that has every class of climate and every element
of the soil,from which she can grow any kind of produce or man.
We grow many men of wisdom as well as the other extreme.
/e have been growing many of the other kind lately.
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Januery 7, 1024,

My dear Mr. King:

You are very much mistaken in sesuming that I had forgotten you. I
remember our meeting very well snd have often wondered whether you had the coursge to
wade through the mass of literature that I sent you after our vieit in Chicsgo. fince
the meeting, I have had a rather long illness, but now and then see some of your
friends and especially Mr. Cunningham, who is now s member of the Federal HReserve Beard.

As your letter only reaches me this morning and the meeting which you refer
to is tomorrow night, I am afraid what I send you will be too late to be of any ser-
vice. There is eo npch to be eaid on the subject of taxation, and there is so much
of a background of dissatisfaction sbout paying taxes, which comes down from the
feudal days when no private property wae sacred ageninst confiscation by the Xing, that
one must realize that the whole problem of taxation is not only a financizl one but
it is likewise a socisal one. There is no use in attempting to impose tuxes which by
reason of prejudice or sny other reazson cesnnot be collected. People #ill find the
means to escape them; or if they become too burdensome and oppressive and too direct,
they will eimply chenge them, because after sll the vote of the people ie capable of
accomplishing snything in chenge oflaw if enough of them vote that way.

It has always seemed to me, however, that there are some very simple facts
about taxation which we can slweye bear in mind with profit, and while they may be
a bit idealistic and not capable of reslization, we can at lecst make eneffort to

get ae near the ideal as possible. For example, no government can continue to run
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2 Mr. John W, King January 7, 1923,
smoothly if it keeps piling up debts with which to payite running expenses; and
& government - like an individual - must spend less than its income, or in the case
®uf the government, must collect more taxes than it spends if it wants to remsin
solvent and to escape the penaltice of inflation and an unwieldgy government debt.
Now ae to the form in which taxation shall be applied. There are all eorte of
theories on this subject, but it seems to me that the test is the fundamental one
that any system of taxation in order to be just must distribute the burden of taxa~-
tion over all the people of the country in reassonable proportion to their ability teo
pay. [Henry Georgm -iid the single taxers always urged that this would be best
accomplished by having but one tex, and that applying to real estate insemuch ae

real estate was the fundamental property, the ownership of which was so widespread

and the use of which and the fruits of which were o universally distributed that the
taxation of real estate would be more equitable and result in an evener distribution
of the burden over the people than any other system. The esingle tax movement has
almost diesappecared and for your purpose need not be discussed.

The next important }rinoiplo to decide is whether taxation shall be direot
or indirect. The most highly sclientific direct tax which has yet been devised ig
the graduated income tax. Probably the most scientific forms of indirect taxation
are customs or import dutiee, and sales taxes. Discussion of the latier would not
serve your purpose. The Iorﬁer, bhowever, is directly to the point. It must be borne
in mind that every tax of every form is ultimately borne by the ultimate consumer
in the inoreased cost of the articles that he buys and uses and of the services of
individuals whom he é-ployl. Theoretically, again, if every citizen of the country
could be taxed exaetly in proportion to his capacity to pay taxes, and if such taxes
could be completely and scientifically collected, the burden of taxation could be
distributed entirely through & direct tax on all the people, and the burden adjusted
according to the means of Lhe tax-payer. This is & very diffiocult law to administer
and a rather expensive one, but is probably the most just form of taxation that has
yet been devised. A eales tax, on the other hund, while po-sessing meny attractive
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3 Mr. John W. King Jenuery 7, 1924.

eélements, ospecielly those of administration, nevertheless, sccording to my view,
contains many inherent snd unescspable injustices, and =zny law establishing 2 sales
‘!;x is oxceedingly difficult to draw so as to minimize these injustices. For ex-
ample, suppose we hed & universal sales tax which applied to every single thing

that people bought. Tae injustice of esuch & tax becomes apparent whem applied to

en srticle of universal coneumption -~ like bread. Contrast the effect of a ssles
tax upon the bread consumed by & poor man end that consumed by a rich man. Say

that the poor men hse an income of $1000 s yesr end hie family consists of five
persongy snd the rich men has an income of $50,000 & yeer snd s femily of five persone.
Eoth familiee consume equel smounts of bread. Let ue ssesume thet the cost is $100 a
year, znd that the tex, for the purpose of illustretion, smounts to $10.00. The peor
man is peying a tex of 1 per cent. of his entire income, end the rich man is peying =
tax of 1/50th of 1 per cent. of hie entire income, upon 2 neceseity of live. That

is the trouble with s selees tex, snd it ie difficult to devise a sales tox which will
preduce an adecuate income without applying it to necessities of life which are con-
sumed in ebout like qﬁant§ties by both rich snd poor znd which, therefore, puts too
much of the burden on the peor.

So it is aleo in this matter of tax exempt bonds. It creates o large

clage of citizens vho sre enjoying incomes from investments, in other words, incomes
which zre not earned by their lsbor, upon vhich they pay no tax whatever; whercas the
men who earne his inceme by the work of his brain, by orgenizing great businesses snd
developing the country's resources, if he is succeseful, is paying & very large
tax indeed. The argument sbout tax exempt securities, like 3tate and municipal bonds,
has slways been that the rate of return is so much less than upon other bonds of
equal goodness  that the Staute ie able to borrow so much chesper, and the effect is
Jjust the same, as & tax collection. There is, of course, something in that, but

the argument is incomplete. For example, upon & graduated income tax a man with an

income of $1 million & yesar might theoreticellyf&&iged to pay taxee of $400,000 on
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4 Mr. John W. King Jenuary 7, 1914,

taxable securities, producing a 6 per eent. return on, say $17 millions. His net
income would be $600,000 & year, or not much more than 3-1/2 per cent. If he bought
@ . exempt securities todey of a high grade, Be could realize an income of §730,000
or $740,000 & year, and posesibly more, and in proportion would probably be paying
considerably less texes than meny people who pay tsxes upon earned incomes. But
thie {e & very difficult conclusion to establish by figures. One of the greatest
objections to the tax exempt securitiee lies in the fact that it creates this class
of rich people whose tendenoy is constently to withdraw from business enterprise and
from the employment of their money in productive investmente which would benefit the
country, in place of which they put their funde at the command of the States and muni-
oipalities &t low rates of interest, thus encouraging the political subdivisione ' cf the
country to financial extravegances.

0f course, the prinoiple of tax exemption hae been applied to the securities
iessued by the Farm Loan System. I have alway: felt that that was a mistake, that
it was a species of class paternalism which was contrary Lo the spirit of American
democracy, and that in the long run the farmor would not benefit by that kind of
class legielation. There is no doubt that the distribution of credit in the differ-
ent seotions of the country follows the creation of wealth in the different sections.
Such accumulations of liquid capital etimulates the creation of banks which grow up
from successful end profitable production and trade. Our West is still too new, ihe
population toc sparse and greatly scattered, the countiry is too singly devoted to
agriculture as distinguished from industry to yet bs able to sccumulste its own sur-
plus of liquid funds for loaning, s0 that the other sections of the country mast be
drawn upon end the creation of these losning institutions with the power to iesue
gsecurities free of taxation undoubtedly does have the effect of msking it sasier to
market their securities at good prices, snd conseguently easier to draw funds for
the ferming industry into thoce secticns where investment snd liquid funds have not

yet accumulated. But if the principle of tax examption is unsound, and if the

principle of preferring one cless of people in the couniry over snother by tax




) January 7, 1024,

exemption is umsound, why would not the farmers in the long run be better off by

accepting a financiel eystem which indeed might cost them 1 per cent. per znnum more

,or their mortgsge losns, but, on the other hand, would put them on the ssme footing
as_=11 other classes of people in thie democracy, and eliminate from public discussion
2 matter which has meny elements of controverey, dissatisfaction snd complzint.

The farmers of the United States should net overlook the fact that the ease
with which Ststes, counties =2nd municipalities now borrow money =t very low rates be-
cause of‘ tax exemption, is one of the cameses of constently increasing taxation to
meet the interest and einking fund on l:zrge debts emcoursged by the extravsgance of
State and municipal officiales and legislatores and that these very extravagances are
fostered by the application of &ax exemption to those securities.

I have written you very much as I would have discussed thie matter with you
had we the pleasure of & visit together. In addition I am going to try end look up
a little literature on this subject, having the courage to do so after reasding your
letter and gathering from it that you reelly found some interest in reading the books
that I sent you before.

In the long rum, it ie my pereonzl belief that the people of thie country
will be more contented, will be better citizens, and that its finsmci:cl affairs will
be better administered if the principel revenues of the States and of the Federal
government =re gathered through systems of direct tax, the smount of which is graduated

emong the different classes of people zccording to their =2bility to pey taxes, and

that the runecuél.s burden of indirect taxes which =re added to the cost of living
without the meane of apportionment ss above mentioned works more injustice upon the
poor than aslmost any other instrument of Government.

Yours very truly,
Mr, John ¥. King,
Guthrie Centre, R. §
Guthrie County, Iowa.

BS. MV
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Guthrie Center q ; .
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Benjiman Strong.
I recédved your letter and was glad to note the cdﬂkehéd924

Ioften think of the meeting with you and with other men from,other part

of our country that I enjoyed in Chicago in I923 as well as in I o
I have seen all the states west of the great lakes and the Missouri
river. o

To apprecight” the extent of our country and the vast difference in the

classes of indusgtry there is in the U.S.,it is necessary to see some of it.

Then,to be a fair minded citizen it is necessary to put your self in

the other fellows position and see what you would want in his place.
It takes so much better eye sight to see the other fellopws rights
than to see our own.

We have so many men that have never been any where and do not read Mdg
much.Some do not take any papers whatever and great many take a daily from
the nearest city and never read a magazine or any other literature whatever.

They have never trained their minds to think for themselves and the
consequences is ,they are fertile ground for any propaganda that their speciat
paper puts out. And we are gettind a new special brand handed out about every
day.Some of it is almost as deadly as the moonshine that is made in the 1littlg

valleys along our Raccoon river.The Blue Ridge mountains of Tenn. has nothing
on our hills here in Iowa when it comes to production along that line.

We have our Brookhar#.Some of us compare him to the measles.WE have P
been sick for a f£¥ time and about the time for a change we broke out in a
rash.With measles there would have been a bad smell and we would have got wel)
With Brookhart,we have the stench but have had no relief.

We are now having a wave ofKu Klux Klan.It is sweeping over the coun-
try and taking in the discontented and irresposible element at $I0.per.

On account of my activities in community affairs,I was asked to one
of their meetings and I went as I wanted to hear their plan of working.

It was about as I thought it would be.He was a good lecturer and he
got away with his talk.He talked fast and gave statistics that i of them knew
nothing about and he had them hipnotized.They would swallow anything he said.

When two of us refused to join and give over the $I0,he said we would
be excused.I wanted to tell the crowd what my objection was, but he would not
let me.It seemed to me ,there was a thin veneer of charity and goodfellowship
over the rankest of racial and religious hatred.He was rank anti-Catholic and
anti-Jew.

It is nothing to me what a mans race or creed is if he is a good
citizen.And any one that does any thing to stir either one up is not worthy o
of a home under our flag. We are having enough trouble without stirring any

more.

Ther has been three bank failures in the county this last year.
There never was so many voluntary bankruptcy proceedings ana foreclos
ure sales by the sherrif in our county.Many of our farmers are hanging on in
hopes of a better future ahead of us.If they go down in any quantity there
will be an unrest created that will be hard to handle
I have not enough brains to know what is the best way out for us.
On our credit side we have a magnificent balance of sound integrity
and respect for law and court proceedure and an inexhaustable supply of energ
y and health.We have the greatest and richest corn land in the world,and
that means the greatest hog cattle and sheep and poultrycountry in the world.
Qur resources are only tapped,and we have the security for loans of
untold millions and the most important of all to us is that it is good enough
that it should command the lowest of rates.
WE are hard up but the great majority is sound,but unless we get lowe
er rates we are doomed to a lower standard of living and that will mean a
more radical element will be sent to our senate and legislature,and that will
mean o more unsettled state for industry of all kinds.

By rates,Imean.inte%gst rates .Lower railways rates would help but
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b We need lower rail rates on our bulky and low value articles and
could stand higher rates on more valuable goods.

For instance; a raise of I cent a pound on clover seed that is
worth 30 cents a pound would not hurt the producer nor consumer very
much while 4 of a cent per pound on clover hay that is worth 4 of a cent
@ pounc would simply be prohibitive. You see the hay would have to rot
and be a loss to the producer and the railroad would lose the freight that
it might have earned anu the consumer woula have to use some other sub-
stitute.There is many instances like this only not so extreme,but in the
aggregate they amount to millions of dollars.

Qur interest rates are high.They run from 5% on gilt edge farmg
loans with 3% commission to 8% on personal notes.Many unscrupulus bank-

ers charge an extra commision with the sky #£ for the limit.

Some men that were caught in £22 and $23 and had to renew their
loans;were charged as high as 7% with an additional commission of 5%
for the accommadation.That is what has made so many of our people so
radical and ready to listen to the tirades against a Wall Street that
was made to look like a devouring lion.And many think that the Federal
Feserve took advantage of the conditions. Now when the local banks are
getting what money they want from the Reserve at 43% they are charging
us 8% for it.This makesso much dissatisfaction that it may create a
spirit through the middle west that may do harm in the future.

The trouble with so many of the midwest farmers is that they do
not know who or what has hit them in the past anc will not admit any
blame them selves and so as they begin to feel their power through their @
organizations they are ready to hit any thing that comes in their way.

Having to contenc with the forces of nature in the shape of rain
and drought anc wind storms anc uncertain roac conditions,naturally
make of us a conservative people =nd working alone in the fields and

comnuning with ourselves so much make us set in our ways and when we do
run amuck it is a good deal like the Arab of ola,we do not know when to
stop anu frguently friend and foe look alike for awile.
We have been hurt so grieviouE%g in a financisl way by our own
lack of foresight and by the crooked of many men anc institutions in
whom we hau the utmost confidence that we as a class have come to a frame
of mind in which we will not trust any one.
That is the reason why so many of our fellows turned down the
wieat conference in Chicago and are afraid of any grezat cooperative
marketing plan that involves the necessaty of sigging up a binding
contract with a central marketing agency.I do not see any other way to
do,because such a plan will need millions and men of ability.Such men
will not come forward without something substantial to work on and good
security for their money.

With so many of our farmers the name of Bernard Baruch,Julius .
Barnes,or Eugene Myers is like = red rag to a bull.The cuestion in my
mind is how to eradicate this feeling and to be sure of whom we may
trust.If confidence could be restored we could all start on the road to
the greatest prosperity that our country has ever known.It would go from o
ocean to ocean and from Canada to theﬂ Gulf,anc would lead to a way for
helping across the water.

I would rather have a hand in acclomplishing such a movement than

to be a Jenny lLind,or a Hawthoine,or the greatest general in the world.

There if are thousands of community meetings being held all over
thie country and most of tihem are well attended.All the way from 100 to
500 hundred people at a meeting.These are being held in little couniry
churches and Legion halls and country.club rooms.It is the greatest
place in the world to generate a program that will work out a salvation
for ourselves and our neighbors in other lines of work.

I only wish it were possible to have all our people to hear some of
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ahave a tendency to correct some of their biased opinions.

‘ In compariso to the Tast we are a scattered community,we will average
about four families to a sguare mile ana a2 town of about 700 to every 8
miles sqguare anc a town of from2000 to 5000 to every 3 counties.

We are improving our roads every yeasr so that distance does not count
as it cdid when I was a boy.
® I believe I have bothered you enough for this time and so I will
close hoping that your health has been improving steadily.

At present we are shut in with snow anc razin and slush,but the spring
time is coming ana we can feel good over thinking of the new crops that are
coming on anc we will all be in a better frame of mind for the future.

From one who has faith in the future
John W. King
Guthrie Center
R 5 Iowa

P.8. Coulc yo. give me the address of
Bernaerc Baruch and of Julius Barnes
s0 I coulc get by their secretaries,directly to them
J.W.K.
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Palm Beach, Tlas,
February 9, 1925.

Iy dear Friend King:

Your very interesting letter of Jsmuwary 31 has been
forwardcd to me, and, aes 1s always the case with your letters,
I have read it with a great deal of enjoyments

Iy interest in the beauties of this place has been
entirely confined to golf, but, if I were you, I wouldn't be
g0 sure in assert at some of the beauties down here are
"unkissed” <= I believe there is evidenece to the contraryl

Some time I am going to make a trip out to Iowa
and have s look at some of those farms, and talk with some of
the farmers. Of course theoy have had hard times, but things
are looking up and this is no time for discouragement.

Rumors of +the banking troubles to which you refer
have reached ug from time to time, and I suppose it is a fact
that they are not over yete lany of the banks are loaded up
with loans which were made for the purchase of farms at
inflated prices, and, of course, 1t will take years to work
out of the difficult { But I don't scee why the Towa Farmer
ghould be particularly blamed for being carried away by a
gpeculative fever which absorbed the entire countrye Certainly
we saw the same thing going on in Tew York in glmost every kind
of commodity that is dealt with and speculated in, and the
losses here were in proportion, I suppose, just as great as
those that occurred in Towae

I am especially interested in what you write about
the rates that the farmers pay for moneye It ie & very dif-
ficult problem which I had hoped would have been partly solved
by the operatione of the Intermediate Credit Bankse They have
helped somewhat; but undoubtedly not enoughs

The diffienlty lies in the fact that the surplus

~ funds in the money centers are not directly available to the

borrowers in those sectlons where there is a shortage of bank=-
cepitale lMany proposals have been made for remedying

this difficultys.

One is that we should develop a system of state-wide
branch bankings The argument in favor of it is undoubtedly
that it wonld in course of tire effect some reduction in
interest rates to the small local borrowers. On the other hand
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there are strong arguments against 1te 4ind one is that loeal |
banking sutonomy would gradually disappeare The management of :
emell banking offices in small commmities would be in the handse 1
of rs who had no loeal responsibility, and little frecdom '
in M?ﬁ with local situations. Our system of independent
banks would gradually disappeare It would tend to create a
system of huge banks controlled from the money centerss And T
rether doubt the desirability of any such development in this
countryes Te are too inclined to compare branch banking pog=
sibilities in this couniry with what has haprened in Zurope in i
comtries of very small area, uniform popnla.tion} and short gabe
distances for comrmunication and mansgement. If we are to have ;
ﬁ systen of branch bemking, it should be by gradual growth

volition, and not as the result of 2 mad scramble by big .
banks to buy little banks all over the countrye : .

Another proposal has been %o have the Federal Re-
serve Banks make direct loans to private borrowers and do busi-
ness with private customerses And one of the principal reasons )
advocased for their dealing direet with the public has been e
that it effects some restraint upon the rapacity of the com=
mercial bankse But again I doubt the wisdom of any such develop~
ment in this countrys It would antagonize banking institutions
gencrally against Federal Reserve System, and might, in the
end, breck down. The conditiong which now exist in banking
in this country are similar to those which have always arisen
in new countries, and only the growth of the population end
wealth of the coun will in the long run overcome ite In
the meantime, good 0ld fashioned economy is the thing that is
neededs Te fuva eliminated a large part of the commtry's
liguor bill, but in its place we have the automobile. 4And when
one considers that this year 1t is estimated that there are
17,000,000 motor vehicles in operation in the United Etates,
many of them causing & real economic waste, it is not hard to
understand that lack of saving may have something to do with
these difficultiens

But one thing I have ditﬂculg in uwnderstanding is
the cy with which the question of the rate of interest on
borrowings is advanced by the farmers as though some iaprove-
ment in that matter would cure their illse. TFor example: If

a wheat farmoer with a quarter section of land raises 2500 bushels
of wheat this {::r, he may realize, say, 4,000 gross for his
crop, whereas last year he may only have realized {8,000 gross

and have been unable to support his family In comforts If he

is borrowing {15,000 on his farm, the Zifference between 6% ands®
on the money is only {300 & year, as against 2 possible fluetua-
tion in the return from his crop of, say, 12,000 a years Thy
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isn't his problem one of prices snd farm economy and marketing
to & much greater degree than credit?

Another question which often arises in my mind, especial=-
1y in comnection with the Southern farmer, is whether he is not
too0 much wedded to the notions of former generations as to how he
should farms Are the farmers in feet taking advantage of every
opportunity to improve the quality and yield of thelr crops and
to study what they produce with close regard to mu¥keting possi-
bilities, etcs For years the South suffered from the indifference
of the farmersg and from their lack of enterprise; they lzported
pork from the Horthwest when they could have grown emough corn and
ralsed enough hogs to save the entire cost of the foreign produced
articles These comditions are now belng improved, but is it not
a fact that much greater improvement is possible if more study is
given to scientific farm economy?

On the whole, I am inclined to agree with 'rofessor
Priday in his conclusion that the outlook for farming ie better
then i1t has been Tor many years in the past, and, if that is so,
where can we look for any greater prosperity than in such states
ag yours, where 80il and climate combine to make crope as certaln
ap in any part of the United Statee?

These sre just a few reflections from a friend, who is
quite ignorant of farm matters, but nevertheless greztly interestede.
I wonld like to know how they strike yous

¥ith many good wighes, believe nme,

Sincerely your friend,

John V. King, EBde,
Route 5, Guthrie Center, Tae.

BELJHCE
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Lake George, N. Y.,
PEREONAL: ¥arch 1, 1919.

Deer ¥r, Paine:

My acquaintence with Mr, Beker commenced fifteen ysers sgo, vhen I
becems connected with the Bankers Trust Company in 1903. But it wse not until
October, 1907, vhen the panic burst upon us in Yall Streot, thet Ihad the
privilege of a mors intimste reletionship. I well recsell the dey vhen, after
& vory heety end incomplete exsminstion of the Truset Compeny of smerice, I wus
celled to J. P, Yorgen & Company’'s office to make a report. “hen I went in,
one of Mr. Morgan'sg nertners ssked ms to step into & rear room snd to sllow
¥r. ¥illerd ¥V, King, then vics president of the New York Trust Company, +who
wae & member of the examining committss with me, to report to s mesting of tmst‘
comprny prasidents thet wes being held in enother office, e ¥r. Yorgan wished
to heve 2 talk ritl;x me vrivetely ebout shat I had learned of the company's
affeirs. V¥r, Yorgen ceme in with ¥r, Beker end ¥r. Jemes Stillmen, snd stated
in & rether emphetic manner that nothing could be accomplished st the meeting
of trust compeny men in the next room; thet they hed been telking for some
hours vithout result; snd it ves hopeless to expect results from & group of

men vho ware so little acgusinted thet thay hed to be introduc-d to esch other

vhen they ceme in. 1 spent poesibly esm hour, ststing my impressione of the Trust
Compeny of imerice to ¥r, Worgen, €r,, ¥r. Baker snd ¥r. Stillman. I recsll
thet there wes no hesitation in their egreeing that edvances must be made &t once
to the Trust Company of jmerice, even et the considerebls risk involved because
of the liitle then known of ite condition, aes my report could give but slight

end fregmentery infomation after the hasty exsminetion thst had bsen made.
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The larger meeting was dismiesed, and the doors throwvn mpen to en adjoining

room, W¥r. Baker statod thet he wee satiefied to join with the others in the ad-

vences then being mede, end would return to hig benk., ©Shortly after that clerks

from the Trust Compzny of fmerice came into the room with gecurities, =snd vhile

¥r., Yorgen end I selscted collateral to secure the edvences, ¥r, Stillmsn from

time to time cslled his office on the telephone snd arrsnged to have the czsh

gent by hend to the Trust Company of Americs. As I recell, these sdvences of ‘

cash vere made jointly by the First Nationel Bank, the Kational City Benk, and

the Henover Netionel Bank. : ‘
It hed been sgreed that a meeting vould be held at the up~town office |

of the Union Trust Company that evening for the pupose of considering furthar

plsns, After spending the rest of the sfternoen et the Trust Company of imerica,

1 went to the Union Trust Company office whaere Mr, Yorgan, Mr. Baker end ¥r.

8tillmsn were to mset with the truet compeny presidents. Ve were all crowdad

into & little m-eting room, =nd agein much time wes given to discussion, without

progress being mede, until ¥r, Porgen ennounced that it eppsared thet st lessi

£10,000,000 vould be requirad by the Trust Compeny; thst it should bs furnighed

by the other truet companies of the city; end asked for pledges from tho-;

present representing trust compsniee. Ko one responded st first, until ¥Mr,

Bekar whigpered 4o ¥r. %, C, Conversas, then president of the Benkers Trust Compeny,

sitting next to him, thet hie compeny should start metters going by offering to

sdvance £500,070, He told ¥r. Converse thet the First Nationsl Bank would stend

behind him, it thet time the Bankere Truet Company was & young end coupar%ively

emall compsny. I believe that the confidence with vhich Hr, Baker gave the se-

surence ves considerably rsenonsible for the response of the other trust company
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men who had neturally been reluctent to meke vhet eppeared io be & rether
hegardous commitment st thei time. Something over 8,000,000 wee pledged &t
the meeting, ¥r. ¥Yorgan steting thet temporarily three or four of the larger benks
would be resmonsible for the differenca, until the hdanc;a vas made up smong trust
compeniss not represented. The moeting then adjourned.

This w=s eucceeésd by still further exsminstions of the Trust Company of
America, end, some deye leter, the unfortunate Tennesgee Cosl and Iron development
precipitoted further crises, end ageln = maoting wes called. This time ct'ﬁr.
¥Worgen's librery, for = Sundey svening. 1t wes, in meny respects, one of ithe most
dremetic end important meetings of the kind ever held in Hew York. 1 recell but
one particuler incident in which I obgervad ¥r. Beker's part. Tha trusil compeny
men wors ogein raluctent to came forvard vith the very lerge commiimeni required,
sggregeting, ne I recell, $95,000,000, to be used in verious directions. The
proeident of ons trust comneny, of which ¥r. Baker wes & director, hed expressed
unvillingness to meke any commitment for his compeny without consulting his
diractors. It vee the only time in the fiftesn yesrs that 1 have known Mr,
Beker vhen I sew him eshibit even impstience. This gentlemen, vho hes since
died, received in = few worde & very plein end exolicit stetemsnt of ~hat hie
attitude moant, end I think ¥r. Bsker betreyed et thet time only such plain
gpokan impetionca ss would indierte the strein under which everyone was labori.ng -
it muet heve besn somathing like three o'clock in the morning. The meeting broke
up between helf-pest four and five o'clock, end I wealkad up with Mr. Baker ao.
fer as hie house on Medison Avenus, vhen he carteinly did not exhibit eny more
deprecsion or exheustion then 1 did.

it no time during thoee trying deye cen 1 recsll ¥r. Beker showing lack
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of courege. It will doubtilees be shovn that the FTirst Hstionel Bsnk took & lerge
share of every commitment for the general good thet was made, end I have ns doubt
thet Yr, Beker would to-dey admit thet he had no expectetion of incurring eny
gerdous loss in connection with eny one of them. He hed faith! |

My contect with him in subsequent years, until April of 1817, had to
do principsally vith the routine of the businscse end development of the Benkers
Trust Company.

Ag soon ss Secrelary Mcidoo decided to employ the Ressrve Banks to carry
out his progrem of war finance, it became necessary for us to orgenize & committes
of benkers to suporvise these overations in behslf of the Tressury Deperiment, and

gs en cdjunct of ths staff of the Fadersl Reserve Bank., Mr. Baker became & mem-

ber of that committee, snd I think no relationghip vwhich I have ever had with him
hes broughti out 8o ¢learly his coursge, snd, st the semo time, his modesty.

Other men of hie aée snd long experience in Wew York might heve hesiteted to ec-
capt membershin on & committas of thet kind, aend felt that it would heve bLeen more
spproprieie for one of his gteff to serve in his pleace, But that was never ¥r.
Baker'e idea from the stert. He not only became & member of the commitics, but
one of its moet reguler and feithful attendsnts.

It soon develonad that the commiitee, in sddilion to ussuming responsi-
bility for reising funds for the Covermment, hed becoms, in a messure, respongible
for tho vhole monsy situstion in the city of New York. As ths Governmeni's borrow-
inge from the banks incressed, there wes 2 girong tendency for them to withdrew
their losne mede to mombers of the Stiek @xchange, end repeatedly, st meetinge of
the committee, it wes necessary to raise lsrge sums to be loensd on the Streuet (as

wall es large smounte to bas losned to the Government on certificetes of indebiled-
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nesg) from the institutions represented on the Committee. ¥r, Beker wss elmoct
inveriebly firet in meking lsrge pledges of this charscter, end it became & con=
vention in the meetinge, vhen these discussions took plece, for the secrestary to
hend him & pad and pencil in order thet he might meke apnortionments urou%;d the
teble, vhich sometimes were for emounts eggregsting £50,000,000 or #60,000;000.
The members of the Commitine accepted generously end willingly & certsin leader-
ehip by ¥r. Beker, in thig metier, snd showed great deference ts his views.

The eeme was trus in plscing the Liberty Loens. In the first losn & sub-
committee wep sppointed 4o eolicit lerge subscriptions from individusle snd corpors-
tione, ¥r. Lemoni, of J. P, Norgan & Compeny, being chairmen of that committes, end

¥r. Beker & momber, ¥r. Lemont subgequontly told ms that vhen the list was mede

un, ¥r. Beker sppropristed by fer ths largest numbsr of nemes on the list sud mede
it his personsl bu.siness ~= 1 might sey hie solo business for & iims -- {o get sub-
e;riptiona from =2l) of tham, end vith elmost uniform success. The result wss thet
the First Netionsl Benk {urned in the largest subseription of eny benking institu-
tion to the firet loen.

It wee et thie time thet it beceme necessery to bresk down ths prejudices
of Wew York bankers sgeinst borrowing monoy from the Reserve Bank. One dey Hr,
Beker ceme asarly io s meeting end, drewing me one side, stated thet the First
Kationel Bank might went to borrow £50,000,000 frow us. I told him thet of course
they could have it., Ae I recell, the wecurities came over snd the bank wee credited
vith the 50,000,000 the seme dey. I imegine it wes the first time the Firet Nationsal
Bank hed ever borrowed in its history, and ¥r., Bsker vss probebly se much surprised

et the szse with vhich the irancsection wes effected ss other benkers wers %o see

the stetement thet the loan had been mede. It went & long wey toward “"bresking the
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ice” beceuss the statement published by nationsl benks at the call of the Compireller
shortly thersafter showsd totel borrowinge by the First Netionsl Benk of +65,000,000,
(In thie connection I believe it would be illumineting if an sccount in deteil of
the trensections of the First Kationsl Benk with the Federei Reserve Bank could be
publighed =~ It would shor &n astonishing recerd of finencisl trensactions, probably
unprecedented in the country, end certsinly so in proportion to the size of the Bank.)
During all of the summer end fall of 1917, vhen now problems had to be
faced, and upon & seale hithsrto unknown, it wee necessary to hev; froquent com=
mittoe meetings et the Bank end st very short motice. I recsll with some regrets
thet ono doy & sub-committes of the Liberty Loen Committee was ssked on vaery short
notice to meet at my office st 2:00 o'clock. Shortly bsfors the moating, & very
savere thunder storm broke over the eity, end I hud not the slightest expsciation
thet the members of the commitiecs would sppesr. On the contrsry, hovever, ¥r. Beker
cems into my office promptly at 3:00 o'clock, dripping wet, and rezdy, as elways,

for vhatever nev dovelopment vse irn hand. And the othsr membare ceme glgol

The situetion vhich srose immedistely ufter our entrence into the wer,
contained so meny possibilities of diffarences of oninion end policy, thet & group
of independent, strong-minded, men, such &s conetituted this committee, might
sesily have found it difficult to function. Such differences of opinion were in-
eviteble, end did develon, but it is no sxsggeration to say that there never ves

e time vhen ¥r. Bsker eas not willing to subordinete his viowvs to those of 8

majority, snd principslly those of younger men. Thers wss never a time vhen his

ovn suggestions vere based upon ether then the highest quelity of patriotism end

upon his desire to eesgist the Jovernmenl end hie country in carrying out its wer
to Veshington for thut purpose st the request of the

progresm, FHe hss mede tripe
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Treasury Depertment and the Reserve Bank, and he has repeztedly stated to me,
personally, thet his personsl services snd the influence end fecilities of hig
benk, oend everything st this commend, were st our dispoesl to help make this
vork successful.

The firei step toverds insuguraiing the first Liberty Loen in Kew
York wes & luncheon given 1o Secretery NcAdoo st the Baaior: Club. Secretary
McAdoo set &t my right, end ¥r. Baker next to him. They spent the sntire
hour of the luncheor in discussing the Tressury Depsriment's plens, end I have
heard both from Mr. Bsker and from Secretary ¥ciAdoo since then that that meeting
laid ithe foundation for =« mutuel confidence which 1 bvelieve has steedily grown
sironger during the pasgi ysar and one~helf, snd resulted in the Secrsiary enter-
taining & high regard for ¥r. Haker's views. Frequently, in meetings with the
fecretary, he has asked me to find ‘out vhat Yr. Baker thought about somo matter
undsr di-cuslion.-

I suvpoce it is & fact that fow men of his prominence and influence are
es little known, generslly, throughout the country es ¥r, Baker is., Probably
the explenetion lies in part im hie own charzcter. This may, es I nov feel, be
summed up in three outetanding qualitice naturel to the wan -- one is his sim-
plicity, another his modesty, and the third his coursge. I don*t belisve ¥r,
Baker ever solicited & neovepaper interview, snd I feel very sure thet he has
gcrupulously evoided them whenever possible, 1 have nevsr heard him make s
remark thet could be considered boastful or egotistical, and, on the other hand,
it would be the universsl stetement of ell of his friends who knovw him intinatcly

that fev men in ¥all Street heve exhibited grester courage in crises than he.
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During all of these troublesome times, I have never seen him enter iato a con-
tention or batray temper.,

There are fow men in this couniry vho accumulete greet weslth who do
not succumb to th2 Americen soirit of display im soms form or another. The vhole
record of ¥r, Beker's life snd of his sdninistration of the First Nationsl Benk
hes boen one of avoidance of dismlay, sxtravsgsnce, wasie and publicity., With
it ell, we who know him well, have seen the ovidences many times of sirong humen
effection, vhich would disprove sny thought that hs balonged to that clsss of Vell
Street men vho are so fregquentily cherscterized ss "cold=blooded"” and "hard-hearted.”

He is &n honest, modest, end simple man, vhose coursge is founded on
faith in hie country, on the honesty of humen beings, end on hig own judgment.

0Of course vou do not expect to incorporate eny part of tha above in your
book ae it ies writtien. George cen do thet much better than I can, I have simply
endesvared to write quite frankly of some fev of my experiences with ¥r. Baker,
gnd some of my own estimates of him, gethered from these sxperiences, vhich might
ba of velue in preparing the etory of s men's life, vhich it certeinly musti be &
plessure to you, es it would be to enyone, to be sllewsd to prepare.

Veory truly yours,

Albert B, Peine, %8q.,
Bronxville, Few York.

B8 ,¥SB
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London, September 16, 1919,

Doa.r Mr. Painet

Your note of September 3 has been forwarded to me here. The oo’»
currence to which you refer was briefly as follows: b

The day following the suspension of the Enickerbocker Trust Com-
pany a determined run started on the Trust Company.of America. I
acted as chairman of the comaittee #hich made a hasty examination
of their aifairs and & peliminary report to the trust company pesi-
denis and a few other bankers at Mr. Morgan'se office at noon., - We
then retummed tc the Trust Company of America to make a further ex-
amination, and all of the trust compuny presidents, together with =
few other bankers including Mr. Norgun, met at the uptowm office of
the Union Trust Company to decide what should be done. The meeting
took pluce in « little committee room in the reuar of the Trust Com-
pany's offices and lasted from about & o'clock until ubout midnight.
We were all crowded into a room much too small, around a table that
occupied the greater part of the room, Mr. Morgan sitting at one end
of it, and I happened to be sitting immediately behind him. The
discussion was a bit tiresome and during the course of it Mr. Morgan
went to sleep. It is impossible for me to say how long he had been
sleeping, us I was immediately behind him, but I well recall that when
he awoke, probably not having heard any of the discussion for some time,-
and even if he heard it, quite ignoring it,- he went right to the meat
of the situation by asking the men sitting around the table individually
how much their respective companies would subscribe to a loun for the
purpose of aiding the Trust Company of America, and after all but about
one and three-quarter million of the fund of §10,000,200 had been made
up in the room, he said that temporarily the three big national banks
represcnted there, that is, the First National, the National City and . /
the Hanover, would make up the balance until the trust company men o
raised it, and then he went home. It was arranged that I would go to
Mr, Oakleigh Thorne's house with Mr. Kilborne, of the National City
Bank, af'ter the meeling adjourned and agree with Mr. Thorne, president
of the Trust Company of America, upon what collaterul should be de-
posited to secure the loun, and although we could not start until
! o'clock in the morning we h.d managed to work out an agreement
along toward breakfast time which eventually went through.

It was from that meeting that Mr. George W. Perkins went to the
Manhatten Hotel to meet the newspaper men to make a statement for
the morning papers, which, when printed, was the cause of a good deal
of bitter feeling, as it was claimed that it directed attention to the
Trust Company of America and its difficulties unnecessarily. I was not
present at that meeting and so unable to judge of the merits of the con-
troversy. : %
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Of course you and Mr. George Baker, Jr., realize that many of the
participants in the affairs of those trying days are living and in act-
ive businese und that it would be necessary to use a good deal of cau-
tion in preparing the narrative. Poseibly you will be good enough to
show this letter to Mr. Bajjer, Jr., and get his judgment as to the wie-
dom of going into details. :

I am looking forward with great interest to reading the biography
when it is finished.

Faithfully yours,

Mr. ube!"t- B- P(l.ine,
The Players,
16 Gramercy Park, New York.

BS/V
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. Phoenix, Arizons, April 6, 1920,

Mrs, John T. Pratt, '
o/o Rerublican National Committee,
19 W, 44th St. New York City.

My doar Rutht

This is a reply %o your letter from the office
ust received, @«s I am working on some mail, I must take
he opportunity to write you frankly with some personal
comments on the questionnaire on banking and currency., If
you think worth while, show this letter to Mr, Hays, but
tell him that for obvious reasons I would ggeatly prefer to
— have you and him hold it in confidence. e anewers to
. the questions which I enclose explain themseelves, but the
following general statement is nceded in further explanation.

When the war started in 1914, all bellige:rent nations
which had aceoess to our markets oame here to buy'%oodstuffa .
and military supplies in unlimited quantities and beybmd both
our capacity to produce and their capacity to pay by the

usual exchange of goods for goods and services forservigeas.
This resulted in various economic phenomdna which may be
sunmerized briefly as follows:

(a) We planted more land and inoreased our
ferm production,

(b) We bred rore draft snd food animals and

inereacsed our hcrds.,

(¢) We enlarged our industrial plants, bullt ‘

new ocneg and greatly inoreaced our prodgietdcn -

of all kinds of material wegquired abro for

both eivil and milis uae,

We loaned large sun§ of money abroad,

We ropald debts whicdh we owed abroad.

We imported over a billion dollars of gold,

and inoreased our bank reserves by that

amount, '

(g) In conscquence of the above, there was a slight
enlargement of the note curreney in clreulation,
and o comsiderable enlergment of bonk leoans and
depesits.

Theese Phenomine are those which inveriably accompaony
en lnore2se in 2 nation's wealth, In other words, we were
rapldly getting rich out of the war, enlzrging our production,
our national sseete and our banking resources, The only
question which can be raised as to .the soundness end pormanence
of this propperity rel %es to the que stion of the price level
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which undoubtedly, and in my opinion, unavofidably was bound
to advance wnder conditione which no system of banking or of
economics whioch has yet becen devised could be made tocontrol,

The above relates to the period between the commence-
ment of the war in 1914 and our entrance into the war in 1917.

Shortly after we ontered the war, and our enormous
finoneial operations commenced, & considerabls number of the
lesding economiste of the gollege professor, dootrinaire type,
undertook to oriticise the poligy of the treasurg and of the
foderal reserve system, One of the leaders in this criticem
was Professor Hollander, whose namo appears upon the papers
you sent me, and I suspeot that poseibly he and some of the
othera whoge names I notice may now be undertaking %o direot
these oiriticiems agaisnt the present political party and
administration in office for political§ purposes.

Pleagse do not allow yourself to be misled and
poaslbly lead into difficulties by the oriticiemes of theoriste
who have had absolutely no expetriecnoe in practical affakre
and who are, in faot, very poorly informed of what actually
$ranspired, end therefore, rather naturally judge by the re-
gulta which they see rather than by their own knowledge of
all of the circumetances and difficulties which were enoountered
in accomplishing an almost superhumen task,

Mr. Vanderlip and others have ¢harged that the
federnl reserve system was subject to politioczl dominztion, be-

eause our rotes were not as high 2c some of them thcru%ht they
gshoul. be, and bed use those retes were in a measure fixed to
S5PL OETE This 1s & wholly mistaken

focilitate the treasughhss T, ,

idea and a correct vi s the progrom ie something as followst

_ Broadly speaking, there were three ways by which
inflatidbon might be kept under control and prices kept down,

(1) General economy in the ‘consumption of goods of all
kinds by all the people of the gountry, sc that what
was required for milltary puppesgs night be available
(and this includes labor and transportb$tmn) out of
what was saved by economys

(2) Curteilment of borrowing from banks in order $0 ex-
pand production by 4he csition of hecavy rates
for loans and & consequent tax upon production based
upon bank oredis.

(3) The payment of higher and more attractive rateiphy
the government for war loens so thatia»wzdcr, :

¥
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distribution to subesgribers would result without
need for bank borrewings in order %o carry bonds,

You eertainly and I believe moet of the peeple of
the oountry are aware of the 8fforts made to impress upon the
American people the urgent needs of egonomy and the disorganising
consequences resulting from higher prices, if they did not heed
the warning, It may be that more could havws been done in
this line, but the regponeibility for this failure, if 1t was
a failure, rests neither with the federal rescrve system, nor
with the administration, but rather with the peculiarities
of the American temperament and the havits of a people who
were agcustomed to enjoy the luxuries and extravagances that
are inevitable in & new end rich gountry,.

As to 2 and 3, you have frequently heard me say
that o fix the responslbility for the policy of the treasury
and the federal reserve system ite like £ixing the responsibility
for breaking a string upon.gitel two people are pulling, one
at each end with all their might. Congross was charged with
the duty of authorizing war loans and delegnted a moet limited
authority to the secretary of the treasury to fix rates and
terme. The Congress esimply heaxd his recommendations, which
were arrived at aftor consulting the reserve banks and other
bankers, Assuming, however, thet the seorearty of the treasury
had sufficinet influence with Congress (which was really not
the case) to be regarded fs himeelf determining the rates to
l?gamqg._ here were then two bodies gg:ween whom this quection
o

rat¥s had $o be settled, Oné the ¢ hand the treacsury

dgpartment, and on the other hand the federal reserve system,
The facte are that in every inetance they mode every effort
to have their minde meet and o agree upon the wisest oourse,
In some instances I personally felt that the rates were too
low, but in all of those cases there were others of my
sagoclates snd many other benkers outeide of the reserve
syetem who felt that they were either too high or in some

ases were about right., As must alwaye be true of such matters,
these policles ns to rates were the result of discuseion, in-
quiry and a composition of conflicting views at the mean point
at which it was bellieved thet the greatest possibiFitles of
success existed.

Looking 2t the subject in general terms, the rates
ot which the Uni%ed States government borrowed meney had tc be
deternmined (upon the above agssumption 28 to the secretary's
powers) either by the secretary of the treasury, or by the
federal reserve system. The seoretary of the treasury could
fix rates if Congress authorized him so much below our rates
that his loans would be hopeless fallures, or on the other
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hand we could advence our rates so much above those at ‘which
he felt that he gould borrow money that we sould couee hia
looane to fail. Looking at the matter sensibly and with due re-
gard to contemporeneous conditions, what gould be done under the
clrcumstances that was not done? These men who criticised
what was done have from time to time come forward with some of
the most unpractical and ridiculouz suggestions that I have
ever heard, eir great ory has 2} dlong been *higher in-
tereat ratesl and yet any sensible"person mast lmow that a
naticn which "encownters 2 demand for goods beyond its capacity
to produce, @nd which ie oonsuming and wasting goode bayond

its oapsolty to pay for out of current savings, must resoxt to
eredit and mortgage ite savings of the future in oxrder to pay
for the waste of the present. Higher interest rates, such as
would have been effective in imposi a rigid economy wupon

all the poople of $he countyry would have smashed the value of
all sscuritlies, embarrassed and posalbly bankrppted mehy
individuclhd atdogerporations and probably resulted in hordships,
losses and embarradvient egual, 1f not greater, tham those re-
gulting from the present high prices and inflation of bank
deposite and currency.

+ Qur gcollege prof‘ﬂﬁbrs eaom to overlook the faotl
that the prenteat corrective of wasteful expenditure in- time
$% wir by the elvil population is heavy direct toxation, and
surely if a courageous oand construetiive pollicy was not adopted
in this respect, 1t would be hard indeed to devisc one,

- If you will read the history of civil war finance
you willfind that seoxetsiry Chase, in the later years of the
war sold 6% bonds at the gquivalent of 45 on a gold basis, but
that the 2avil war, until the last year, wos financed alnmoet
entirely out of war loans and not by taxation until 126M,

High interest rates failed to save us from high prices then

and simply high interests would have falled during this war, in
feot all such attempte ot controlling prices were bound to

fail wjdsss the people of the countxry, either by volungpry
econony or by enforced rationing were led to consume loua,

” From the above you will gather that I am not very
patient with these coriticlsms and particularly if thoy are di-
reoted, or ere inapired, for any partisan or political objeot.
There 1s little indeed %o criticise down to the month of August
1219. Quite in confidengs, I am frank to say that siange that
date, I believe our conditions would have impaoved faster had
the treasury and the rescrve banks both advanded thelir rates
more prompitly and aggressively. This period, however, has had
& very slight influence in general upon prices, compored te
;hat pregeded 1%, and 1f ¢hat is the only oirticisn which is

’
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Juastified, 1t 1e little indeed to use for 2 political gampaign,
when there is 8o much good material lylng about loose 1f snag
wante to take a slam at the administration of the way, :

Leat you thin: I misunderstsnd the questionnalre,

should eay thot at least I hope that it will be used when
cnpleti®l, in preporing a platform for the Republican porty
sther than in conductidg 2 campaipn for the election of a
iepublicen president. Obviously, do not wish directly or
ndirectly %o pluge myself in & position of critiqising
wy war assocletes oy the program which we together agreaed upon
end eorried out, but as to the federzal reserve sysbmuand the
20t vnder whieh it ic created, there are many importint con-
structive and beneficial changes which ocn be made by Congress
if token up in the right apirgt, wholly freed of portisan or
politicel objecte. I wish you would think about this a little
bit, if you are at all interested in this brench of the wWork,
end ask Mr, Haye 1f I could not be given opportunity, either
during ny abeence, or upon uy return, to go into this thoroughly
with him and hie sssociates.

I
b 5
R
i

" You must not think thet egotiem prompte me to write
that no one who was concerned in these matters during the
woey period hed euch an opportunity to sec both gides of the
picture as I dids My work was both in the treasury in the
Reserve benk end in the war loan organizations, and I think
no one in the country had the opportunities which I hed during
ny tripe ebroad in 1916 otnd 1916 to pet an understanding of the
experiences, difficulties and views of our ailies, 8So ple@se
regerd this suggestion, which is possibly a little to- vehement,
that there is little to be gained by o corificiem of the way In.
which our waxr wes financed and a very good chanee that it will
react upon these who indulged in 1%,

Your letter makes me regret that I have no ppportunity
and had I the opportunity, no right to take part in these
matters, but good lubk to you and your orgenization and parti-
cularly to you and My, Hays,

Falthfully yours,
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Phéenix, Ariz-na, April 6, 1920,

Confidential

. Repllies to Questionmnaire on Banking and Cur-
rency. The questionnaire is retained and the replies -
numbare& corresponding to the paragraphe on the 2nd,

>

3#d and 4th pages.

" The Questionnaire containes the following
statement "The.Federal Reserve Board had the power to :
control expamsion by advenelng the Federal Reserve dis~ :
count rate. Treasury influence in the Board was oprosed
to that course, and to the economic 'ond banking judgment
in the Board, It reésisted the advance and controlled
the Board's action."® . 1

%

The first of these statements which ies dogmatiec
can well be disputed and I beliswe be disproved. The
second statement is heresay and imagcurate because different
menbers of the Board held different views and a poecitive
atatement that the Board was opposed to that course exposes
those who make the statement to a denlal from the Boord itself
which would make the author of the statement appear some-
what ridiculous. The third statement is a conclusion of the’
.authors and not a fact which ¢an be asserted in that dogmatiec
fashion. I regard the introduction to the questionnaire
as very greatly impairing the usefulness of the inquiry and
exposing an attitude of bias and prejudice at the outset.

‘nswering the quéstions in order:-

1s The expansion of the currency and bank credits
whlch took place pri-r to April 1917 was largely crused by
heavy importstions of gold and was in no sense an "inflation®
but was rother an Emevitable expamnsion eorresponding to the
demanda upon our productive capacity and reflocting the un-
regulated competitive bidding for goods in our markets by $he
bellipgerent govermments. In & measure it was a result of
higher prices rather than a c#hse,

s The expansion which took place subseguent to.

April 1917 certainly developed more rapidly than our .production
innreased and when our governmeéent became such a large borrower
from the banks upon its short notes a considersble influence

was felt in the bank loan and deposit accounts which was re-
fleeted In higher prices, Here care should be exercised not

to confuse cause and affeect, The government was unoble, to con= -
trol ofns ion of goode by individusls and becane & competitor -
in the marke®s with its own citizens 6s well ne with forelgm
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LLA“b OF btthLk 3|MHUL LLAS\ Ok _LE‘%WLL,, Sj’MBOl |
___Day Message ) 6@&; Uuy N!e:h.:‘u R ol
| —
| Day Letter | Blue WESTERH UN'DN __Day Letter __Blue
- - SR |
’ Night Message Nite ‘\ ___Night M e |  Nite |
[ e e | ————
Night Letter | NL g 9 v—@ | Night Letter I
i of these three symbols ‘ 'f’- - if none of these "lu ol
- after the check (mumber of ] - = g appears after the check r of ;
words) this isa day message. Othei words) this isaday message. Others
wise its character is indicated by the ' wise its character is mdaw}:cd (;]y[fn
symbol appearing sfter the check. | N wcoMB CARLTON. FRESICENT GEORGE W. E. ATKINS., FIRST vice-presioent | Symbol appearing after the check.

RECEIVED AT 20-22 NORTH CENTRAL AVENUE. PHOENIX, ARIZONA

é | . /o An :? ; Pl'.' 6 4LZ




'cu«cs OF SERVICE | SYMBOL CLASS OF SERVICE | SYMBOL
Day Mnunge } Day Message
__ Dayletter } _Blus | Day Letter __Blue
___Night Message __Nite | Night Message Nite
Night Let ter NL Night Letter NL
If none of thess three symbols If none of these three symbols
| appears after the crecV er of appears after the check (number of
is)this lsaday mes \- words)this is aday message. Other-
Its character Is lnd' he wise Its character is Indicated by the
. # e
Lymb‘" Sppearing after the cheok. | nEwCOMB CARLTON, PRESIDENT GEORGE W. E. ATKINS, FIRsT VICE-PREsiDENT | SYmbol appearing after the check.

RECEIVED AT PINE & MONTGOMERY STS., SAN FRANCISCO. ALWAYS OPEN

B230ONY 46
FI NEWYORK NY 357P 14
BENJAMIN STRONG 796
CR FEDERAL RESERVE BANK SANFRANCISCO CALIF

WILL YOU LET ME SHOW TYPEWRITTEN LETTER AND ANSWERS TO BANKING
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AND CURRENCY QUESTIONAI TO OGDEN MILLS

VERY IMPORTANT THIS |S DONE AS HE FEELS YOUR POINT OF VIEW THE

MOST VALUABLE | WILL SEE THAT YOU ARE
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"LASS OF SERVICE DESIRED ] o]
Fast Day M(-ss:m" l !

| Day Letter

Receiver's No.

Night Message Check

Nnght Letter i

Pnlmns should mark an X oppo-
the class of service desired;

~

Time Filed
| IERWISE THE TELEGRAM
WIL,L,A%%-TS:?SméggggE'}S A NEWCOMB CARLTON, PRESIDENT GEORGE W. E. ATKINS, FIRST VICE-PRESIDENT

Send the following telegram, subject to the terms
on back hereof, which are hereby agreed to
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ALL TELEGRAMS TAKEN BY THiS COMPANY ARE SUBJECT TO THE FOLLOWING TERMS:

To guard against mistakes or delays, the sender of a telegram should order it REPEATED, that is, telegraphed back to the originating offico for comparison, For this.
one-half the unrepeated telegram rate is charged in addition. Unless otherwise indicated on its face, THIS IS AN UNREPEATED TELEGRAM AND PAID FOR A8 SUCH,
in consideration whereof it i3 agreed between the sender of the telegran' and this Company as {ollows

. 1. The Company shall not be liable for mistakes or delays in the transmissior or delivery, or for non:delivery. of any UNREPEATED telegram, beyond the amount
received for sending the same; nor for mistakes or delays in the transmission or deuvery, or for non-delivery, of any REPEATED telegram, beyond fifty times the sum received
for sending the same, unless specially valued; nor in any case for delays arising trow uuavoidable interruption in the working of its lines; nor for errors in cipher or obscure

telegrams.

2. In any event the Company shall not be liable for damages for any mistakes or delays ir the transmission or delivery, or for the non-delivery, of this telegram, m’gr
caused by the negligence of its servants or otherwise, beyond the sum of FIFTY DOLLARS, at which amount this telegram is hereby valued, unless a greater value is s in
writing hereon at the time the telegram is offered to the Company for transmission, and an additional sum paid or agreed to be paid based on such value equal to one-tenth of

one per cent. thereof.

3. The Company is hereby made the agent of the sender, without liability, to forward this telegram over the lines of any other Company when necessary to reach its

destination.

4. Telegrams will be delivered free within one-half mile of the Company's office in towns of 5,000 population or less, and within one mile of such office iL other cities or
towns. Beyond these limits the Company does not undertake to make delivery, but will, without liability, at the sender's request, as his agent and at his expense, endeavor to

contract for him for such delivery at a reasonable price.

5. No responsibility attaches to this Company concerning telegrams until the same are accepted at one of its transmitting offices; and if a telegram is sent to such office

by one of the Company’s massengers, he acts for that purpose as the agent of the sender.

The Company wi'l not ho liable for lamages or statutory penalties in any case where the claim is not presented in writing within sixty days after the telegram is

filed with the Company for trans yission

7. Specinl teraes governing the transmission of messages under the classes of messages enumerated below shall apply to messages in each of such respective classes in addition to all

the foreguing t-rm-,
8. No employee of the Company is authorszed to vary the foreguing.

THE WESTERN UNION TELCCRAFH COMPANY

INCORPORATED
NEWCOMB CARLTON, PRESIDENT

CLASSES CF SERVICE

FAST DAY MESSAGES
A full-rate expedited service.
FIGHT MESSAGES

Accepted up fo 2.00 A at reduced rates to be sent during the night
gnd delivered not earlier than the morning of the ensuing business day.

NAY LETTERS

A deferred day service at rates lower than the standard day mes-
sage rates as follows: One and one-half times the standard Night
Lotter rate for the transmission of 50 words or lesn and one-fifth of
the initial rate for cach additional 10 words or less,

SPLCIAL TERMS APPLYING TO DAY LETTERS:

In further consideration of the reduced rate for this special “Day
Letter” service, the following special terms in addition to those enu-
merated above are hereby agreed to:

A. Day Letters may be forwarded by the Telegraph Company as a
deferred service and the transmission and delivery of such Day Letters
is, in all respects, subordinate to the priority of transmission and
delivery of regular telegrams.

B. Day Letters shall be written in plain English. Coae language
is not permissible.

¢. This Day Letter may be delivered by the Telegraph Company
by telephoning the same to the addressee, and such delivery shail be a
gorl?plete discharge of the obligation of the Telegraph Company to

eliver.

p. This Day Letter is received subject to the express understand-
ing and agreement that the Company does not undertalke that a Day

Letter shall be delivered on the day of its date absolutely and at all
events;r but that the Company’s obligation in this respect is subject
to the condition that there shall remain sufficient time for the trans-
mission and delivery of such Day Letter on the day of its date during
regular office hours, subject to the priority of the transmission of reg-
ular telegrams under the conditions named above.

No employee of the Company is authorized to vary the foregoing.

MIGHT LETTERS

Accepted up to 2.00 a.m. for delivery on the merning of the ensuing
business day, at rates still lower than standard night message rates, as
follows: The standard day rate for 10 words shall be charged for the trans-
mission of 50 words or less, and one-fifth of such standard day rate for 10
words shall be charged for each additional 10 words or less.

SPECIAL TERMS APPLYING TO NIGHT LETTERS:

In further consideration of the reduced rate for this special “Night
Letter” service, the following special terms in addition to those
enumerated above are hereby agreed to:

A. Night Letters may at the option of the Telegraph Compan
be mailed at destination to the addressees, and the Company sha
be deemed to have discharged its obligation in such cases with respect
to dqlii\'cw by mailing such Night Letters at destination, postage
prepaid.

B, Night Letters shall be written in plain English. Code language
is not permissible.

No employee of the Company is authorized lo vary the foregoing.







MARK SULLIVAN

1701 H Street,
Washington, D.C,,
October 28, 1925.

@@JQ (090 2-3/

I am very much under the obligation to send
you an apology. At the time your invitation came, I hoped
I should be able to accept, and put it aside until I should
be certain whether I could go to New York on that day. Then
as the day approached, it happened that a mass of work fell
on my shoulders, which both prevented my going to New York
and also, most unhappily, caused me to fail to remember that
I had not answered the invitation.

Dear lr,., Strong:

I hore I can assume you were not inconvenienced.
It was quite unforgiveable and the sort of thing which I hope
I"can say in extemmation I do not often commit.,

Sincerely yours,

Mok S el




»

October 80, 1925

Dear Mr. Sullivan:

ie missed you al the dimaer, bat it %as one cf
thoee elastic affairs where mo inconvenisace resulted &
Uit because of your not coming snd not sending word.

I have hac some experieace with folks of your
profession heretofore, and know how uncertaia they have
to be at times about engagemenle, and 80 DO harm wee
done. I =m only sorry you missed shal was a very intersst-

ing meeting.

Sincerely yours,

Bsrk Sulliven, Esq.,
1701 H Street,
szshington, D. O,

(Dictated, but signed for
Mr. Strong)






