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War Debt Can Be Paid In 40 Years 
Without Unbearable Burden on Tax­
payers by Congress Using the Govern­
ment’s Credit and Idle Gold Instead of 
Continuing to Farm It Out to Special 
Private Corporate Interests

SPEECH
O F

HON. WRIGHT PATMAN
O F TEXA S

IN THE HOUSE OF REPRESENTATIVES

September 29, October 27, December 11, 
1941; January 19, February 10 and 16, 
1942

, Monday, January 19, 1942
Mr. PATMAN. Mr. Speaker, I am in­

troducing today a bill, H. R. 6391, pro­
viding for the issuance of nonnegotiable 
United States bonds to Federal Reserve 
banks, which if enacted into law, will 
permit the financing of our war debt 
without the payment of interest.
TA X PAY ERS CA N  BE SAVED 5 0  P E R C E N T  O N  WAR 

DEBT

It is referred to the Committee on 
Ways and Means of the House since it in­
volves the issuance of Government securi­
ties a subject over which this committee 
has exclusive jurisdiction. It is particu­
larly appropriate that the same commit­
tee that will consider the new tax bill 
which is to raise billions of dollars an­
nually should also consider a proposal 
that is intended to, and can, reduce our 
war expenditures by 50 percent at least.
A bill providing for the issuance of nonnego­

tiable United States bonds to Federal Re­
serve banks ard terminating the authority 
of the Treasury to issue other interest- 
bearing obligations of the United States to 
commercial banks, and for other purposes 
Be it enacted, etc., That the Secretary of 

the Treasury, with the approval of the Pres­
ident, is authorized to issue from time to 
time United States bonds, the proceeds of 
which shall be available to meet any public 
expenditures authorized by law and to retire 
any outstanding obligations of the United 
States bearing interest or issued on a discount 
or on a combination interest-bearing and dis­
count basis. Such bonds shall be issued in 
such form or forms and in such denomina­

tions, and mature at such times (not !
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excess of 40 years from the date of issue) as 
the Secretary of the Treasury may prescribe. 
Such bonds shall not bear interest or be 
issued on a discount basis and shall not be 
negotiable or transferable.

Sec. 2. Bonds issued under the provisions 
of this act shall be issued solely to Federal 
Reserve banks and shall be subscribed for by 
the various Federal Reserve banks in such 
proportions of the entire issue as may be 
agreed upon by the Secretary of the Treas­
ury and the Board of Governors of the Fed­
eral Reserve System. The Secretary of the 
Treasury shall pay, out of any funds here­
after appropriated for such purpose, to each 
Federal Reserve bank subscribing to bonds 
issued under this act, such amounts as he 
deems necessary to reimburse such bank for 
any expenses incurred by it in connection 
with such bonds.

Sec. 3. The authority of the Secretary of 
the Treasury to issue any interest-bearing 
obligations of the United States (including 
obligations issued on a discount basis or on 
a combination discount and interest-bearing 
basis) under any other provisions of law is 
hereby terminated insofar as the issuance of 
United States bonds to any bank receiving 
demand deposits is authorized thereby Ex­
cept in accordance with such regulations as 
the Secretary of the Treasury may prescribe 
in order to provide for the orderly disposition 
of United States bonds held by any bank 
receiving demand deposits on the date of the 
enactment of this act, no such bank shall at 
any time hold any amount of United States 
bonds in excess of the amount held by it on 
December 31, 1941.

Sec. 4. The first two paragraphs of section 7 
of the Federal Reserve Act, as amended, are 
amended to read as follows:

"Sec. 7. After all necessary expenses of a 
Federal Reserve bank have been paid or pro­
vided for and a surplus equal to the paid-in 
capital stock of such bank accumulated, the 
annual net earnings of such bank shall be 
paid into the general fund of the Treasury.

‘‘Should a Federal Reserve bank be dis­
solved or go into liquidation, any surplus re­
maining, after the payment of all debts and 
the par value of all stock, shall be paid to 
and become the property of the United 
States.”
W IL L  S T O P  F A R M IN G  O U T  G O V E R N M E N T  CRED IT

AND U S E  O F  ID LE GOLD FR E E  TO  BOND BU Y ER S

Section 1 of the bill will permit the 
Secretary of the Treasury, instead of sell­
ing Government interest-bearing bonds, 
to receive the money necessary to meet 
any public expenditure by issuing and de­
positing with the 12 Federal Reserve 
banks bonds that provide for no interest. 
These bonds will not be sold to the pub­
lic, as the public generally would prob­
ably not be interested in buying them 
since they will not draw interest, but the 
Federal Reserve banks can keep them,
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and each year the Government can make 
a payment on the bonds to the Federal 
Reserve banks.

Under our present system the Treasury, 
when it needs money, sells bonds that 
provide for interest through the Federal 
Reserve banks, and in that way the 
Treasury receives credit at the Federal 
Reserve banks, which is checked upon in 
order to pay the debts of the Government. 
This proposal will permit the Treasury to 
receive the same amount of credit as on 
interest-bearing bonds and the Treasury 
may check upon this credit in the same 
manner that it is checked upon today 
when interest-bearing bonds are sold. 
In other words, when this proposal is 
enacted, the Treasury will give the same 
kind of checks to the same people for the 
same service, or in payment of the same 
debts. The people receiving these checks 
under the new proposal will deposit them 
or receive the money on them in the same 
way and manner that they now receive 
credit at the local banks, or receive the 
money in return for their checks.

This will not cause the distribution or 
circulation of one extra dollar of actual 
currency. Therefore, it cannot be consid­
ered a greenback or printing-press pro­
posal. It is strictly an orthodox banking 
method, which will permit the Govern­
ment to finance the war debt without 
paying tribute to a few people, who are 
using the Government’s credit and idle 
gold absolutely free.
H O W  N O N -IN T E R E S T -B E A R IN G  BO N D S D ISTR IB U TED

Section 2 of the bill provides the meth­
od by which the bonds, which will be 
noninterest bearing, will be distributed 
among the 12 Federal Reserve banks. 
The method .hat will be agreed upon will 
doubtless be according to the capital 
stock or resources of the particular bank. 
If the Treasury needs a million dollars, 
it will distribute the bonds among the 
12 Federal Reserve banks, which will ag­
gregate a million dollars. The largest 
Federal Reserve bank, of course, will take 
much more of the bonds than the smallest 
Federal Reserve bank.

The distribution will be made by the 
Treasury and the Board of Governors of 
the Federal Reserve System.

B A N K S  W IL L  BE PAID FO R SERV IC E

This section also provides that the Fed­
eral Reserve banks will not lose any 
money by reason of servicing these loans 
to the Government without interest since 
the bill provides that each bank shal’ be 
reimbursed for any expenses incurred 
in connection with the bonds. The ex- 
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penses, of course, will be practically noth­
ing (not as much as one-twentieth of 1 
percent interest) compared with the huge 
amounts of bonds that will necessarily 
be issued to finance the war debt.
I F  M O N E Y  IS  TO  BE CREATED IT  S H O U L D  BE C RE­

ATED BY T H E  G O V E R N M E N T  A N D  N O  IN T E R E S T
PA ID  O N  IT

Section 3, the first sentence, provides 
that no more interest-bearing obligations 
of the United States shall be issued and 
sold to commercial banks, or banks re­
ceiving demand deposits. The reason for 
that is that such a bank does not have 
anything to give the Government in re­
turn for its bonds. It merely receives 
the bonds and gives the Government 
credit in bookkeeping transactions, or 
pencil-mark or fountain-pen money. 
Every informed person admits that under 
such circumstances, the commercial 
banks creat the money outright. If 
money is to be created outright it should 
be created by the Government and no 
interest paid on it.
B A N K S  GET M O N E Y  FO R  1 P E R C E N T  O N  BO N D S 

DRA W IN G  M U C H  M O R E

If a bank purchases bonds under exist­
ing rules, laws, and regulations that pro­
vide for 3 percent interest, and the banks 
should need money to pay its depositors 
or for any other purpose, it can depos't 
the same bonds with the Federal Reserve 
banks as collateral security and receive 
funds for 1 percent interest on the bonds. 
In other words, the bank will continue to 
receive 3 percent interest on the bonds, 
but will only be required to pay 1 percent 
from the local Federal Reserve banks on 
loans using the bonds as collateral.

During the first week in December, 
Gov. Marriner S. Eccles, Chairman of the 
Federal Reserve Board, stated in a letter 
to all banks:

Continuing the policy which was an­
nounced following the outbreak of war in 
Europe, Federal Reserve banks stand ready 
to advance funds on United States Govern­
ment securities at par to all banks.

All banks in the country are notified 
that they can buy all the Government 
bonds that they desire to buy, although 
they do not have the money to purchase 
them, and if they should need the money 
the Federal Reserve banks will furnish 
it and of course the discount rate is 1 
percent.
B A N K S  C A N N O T  F U R T H E R  IN C R E A SE  H O L D IN G S  O F 

G O V E R N M E N T  BO N D S

Section 3, in the second and last sen­
tence, provides that no bank which re­
ceives deposits, in other words a bank
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that must create the money in order to 
buy bonds, shall at any time hold any 
amount of United States bonds in excess 
of the amount held by it on December 31, 
1941. In other words, if a bank held 
$2,000,000 in Government securities on 
the date mentioned, it can sell any 
amount of those bonds that it desires to 
sell, and may in turn purchase other 
United States Government securities up 
to, but not in excess of the $2,000,000, 
which was the amount held December 31, 
1941.

B A N K S  N O W  L E N D  $ 1 0  TO EVERY $ 1  O W N E D

The stockholders in all the banks in 
the United States have invested and 
would lose if the banks should be forced 
into bankruptcy or liquidation and there 
should be no recoveries, the total sum of 
$8,000,000,000. About three and one-half 
billion dollars of this is capital; about 
three and one-half billion dollars is sur­
plus, and about $1,000,000,000 in un­
divided profits, making about $8,000,000,- 
000. That is all the stockholders in 
banks in America have invested in these 
banks. Notwithstanding, only $8,000,- 
000,000 are invested in all these institu­
tions, they have purchased more than 
$21,000,000,000 in United States Govern­
ment securities, and now hold these 
securities and receive interest on them 
annually. The total loans and invest­
ments of these banks aggregate, or may 
aggregate, about $80,000,000,000, or $10 
for every $1 that they own. Without 
stating or discussing how much the banks 
should be allowed to expand, it is evident 
that orthodox banking methods, safe 
banking methods, and logical banking 
methods should prohibit any bank from 
expanding more than $10 for every one 
that it owns. Let us presume, for the 
sake of discussion, that it is right for a 
bank to be allowed to lend $10 for every 
one it has, and thereby receive interest 
on $10 for every $1 invested by the stock­
holders and still we cannot escape the 
conclusion that no bank should be al­
lowed to expand more than $10 for every 
one.

C O N G R ESS S H O U L D  N O T  S IT  ID L Y  BY

This being true, why should Congress 
sit idly by and allow the banks to expand 
$20 to every one, or $50 to every one, in 
order to finance the war and the other 
expenditures of our Government when it 
is nothing more nor less than Congress 
permitting the credit of this Nation to 
be farmed out for the selfish benefit of 
private banking corporations.
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G O V E R N M E N T  CRED IT FARM ED O U T

The Government of the United States, 
under the Constitution, has the power, 
and it is the duty of the Government, to 
create all money. The Treasury Depart­
ment issues both money and bonds. Un­
der the present system it sells the bonds 
to a bank that creates the money, and 
then if the bank needs the actual money, 
the actual printed greenbacks to pay the 
depositors, the Treasury will furnish that 
money to the banks to pay the depositors. 
In that way, the Government farms out 
the use of its own credit absolutely free.

B A C K IN G  FO R  N O N -IN T E R E S T -B E A R IN G  BO N D S

If the Federal Reserve banks provides 
the credit to finance the war, as proposed 
in the bill, inserted herewith, these bonds 
will be backed by the credit of the Na­
tion, which includes the taxing power of 
the Nation, and also the $23,000,000,000 
in gold that is now idle and unused, ex­
cept that portion that is used free by the 
private banking system of this country.

B O N D S BACKED BY TA X IN G  PO W E R , TOO

A bond issued by the Government car­
ries with it an obligation that Congress 
will pass laws levying taxes which will 
be sufficient to cause the taxpayers to 
pay money in taxes to pay the interest on 
the bonds, and to eventually retire them 
when due. The history of the issuance 
of long-term bonds by our Government 
is conclusive that the Government inva­
riably pays $2 to every $1 that it borrows. 
In other words, it pays $1 in interest and 
$1 in principal.

G O V E R N M E N T  TO  PAY DOU BLE

A $100,000,000,000 debt means, under 
the present system, that the taxpayers 
will eventually have to pay $200,000,000,- 
000. With a huge debt of $150,000,000,000, 
which is estimated by many Government 
authorities as being the amount that the 
public debt will reach before the war is 
over, it will probably be impossible for 
the taxpayers to pay enough money each 
year to liquidate any part of the principal 
of the bonds. Therefore they will remain 
in bondage for centuries because they 
will be unable to pay any more each year 
than is sufficient to provide for the in­
terest on the bonds.
O N E  DOLLAR PA ID  M O N E Y  C H A N G E R S FO R  EVERY 

$ 1  PA ID  A SO LD IE R

Viewing the situation from the most 
optimistic viewpoint, the taxpayers will 
be compelled to pay at least $2 for every 
$1 borrowed. For every $1 that is paid 
to a soldier, the money changers have 
nothing to offer except the Government’s
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credit, which has been given to them free, 
will also receive $1. For every $1 that is 
paid to every person for materials fur­
nished, the money changers will receive 
$1 in interest for no service whatsoever 
in the form of interest for furnishing the 
Government’s credit, which has been 
furnished to the money lender free. For 
every $1 that is paid out for any purpose, 
in this war or for peacetime pursuit, the 
interest will amount to at least $1, and 
the result will be that the taxpayer must 
pay $2 in order to liquidate every $1 debt.

I cannot understand why anyone should 
insist that the credit of this Nation and 
the use of the Government’s gold should 
be farmed out absolutely free to the pri­
vate banking corporations of this coun­
try, and require the taxpayers to pay $2 
in order to obtain $1 in our war prepa­
ration.

R EPA IR H O P E L E S S N E S S  O F  P E O P L E

Let us repair the hopelessness that is 
now being felt by the people on account 
of what they think will probably happen 
after the war with a $150,000,000,000 pub­
lic debt by changing the system so that 
the Government can use its own credit 
and its own gold and not pay $2 for every 
$1 that is borrowed.

W AR DEBT CA N  BE PA ID  I N  4 0  YEARS

If our national debt for the war is 
$100,003,000,000, it can be paid over a pe­
riod of 40 years without an unbearable 
burden on the taxpayers by the Govern­
ment borrowing money from the Federal 
Reserve banks and paying it back 2l/2 
percent each year. This 2 V2 percent will 
be no more than interest that is being 
charged today, and the amount will be 
sufficient to entirely pay off the bonds in 
40 years. Whereas if we continue the 
present system of paying interest on 
these bonds, at the end of 40 years, after 
paying 2V2 percent each year, we will still 
owe the principal amount of the bonds, 
and the debt will be just as large at the 
end of 40 years as it is today or when the 
debt is the largest.

W IL L  REDUCE C H A N C E S  O F  IN F L A T IO N

If we borrow $100,000,000,000 to fi­
nance the war from the Federal Reserve 
banks and it is paid 2 Vi percent each 
year and entirely paid off and liquidated 
in 40 years, there will be no likelihood of 
inflation during that time. Whereas, if 
we continue paying tribute to a few for 
the use of the Government’s own credit, 
we will in all probability have inflation 
unless it is possible to prevent it by price 
control and other methods.
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D U T Y  O F  C O N G RESS TO  M A K E  C H A N G E

It occurs to me that the duty of mak­
ing this change is on Congress. It is not 
on the executive, the judiciary, or any 
department of our Government. It rests 
solely and alone upon the Congress of 
the United States to change the system 
that causes our credit to be farmed out 
and enormous interest burden paid un­
necessarily and uselessly on i*i credit.

A B U SE O F  PO W E R  TO  TAX

If Congress continues to require the 
people to pay billions of dollars a year 
unnecessarily as interest on Government 
bonds it occurs to me that it is an abuse 
on the part of Congress of the power to 
tax. Congress has the power to tax and 
is exercising that power to the limit, but 
certainly Congress should not abuse the 
power by levying taxes to pay a debt that 
is extravagant, wasteful, and unneces­
sary in every way.

N O W  T IM E  TO  M A K E  T H E  C H A N G E

One of these days, the American people 
are going to wake up and realize the sit­
uation, and they will blame this very 
Congress for not making the change at 
this time, when we are entering upon a 
$100,000,000,000 war program. Now is 
the time to make the change. It is not 
a change that will involve unorthodox 
banking methods. It is a change that 
will save the Government interest on the 
public debt hereafter contracted, but will 
not be in any way dangerous to the gen­
eral welfare of the country. On the 
other hand, it will be greatly in the in­
terest of the general welfare of the coun­
try because the war debt will cost the 
taxpayers only 50 percent, at least, of 
what it will cost under the present 
system.

B O N D  SA LES TO  P U B L IC  S H O U L D  C O N T IN U E

I am not proposing that bond sales to 
the public be stopped or impeded in any 
way. It is my belief that bond sales to 
the public should be encouraged because 
they are calculated to prevent or stop 
inflation to a certain extent. At the same 
time we know that the bonds that the 
public are buying at this time, will, when 
this emergency is over, be in the market 
one way or another and, that being true, 
the money changers will be in a position 
to purchase them by using the Govern­
ment’s credit free and the idle gold free, 
and receive interest from the Govern­
ment for no service whatsoever.
$ 4 4  7 IN T E R E S T  PE R  CAPITA  TO  BE PA ID  O N  T H I S  

Y E A R 'S  BUDGET

The budget for the next year is $59,- 
000,000,000. This means that it will cost
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the American taxpayers by the time the 
$59,000,000,000 debt is paid, under our 
present system of farming out our credit 
free, twice that amount, or $118,000,000,- 
000. This means that every man, woman, 
and child in America, on this $59,000,- 
000,000 debt, will have to pay at least 
$447 in interest and $447 on the prin­
cipal, presuming that the debt can be 
paid in 40 or 50 years. It is not right 
for Congress to make the people pay that 
$447 for every man, woman, and child in 
America as interest for the use of the 
Government’s own credit and for the use 
of the Government’s own idle gold by 
farming out the Government’s great 
privilege and right to create money to 
private banking interests of the Nation.

PE R PE T U A L  DEBT

The current estimate of what the war, 
whole war, is going to cost us is $150,- 
000,000,000. If we spend $150,000,000,000 
on this war, it will cost about four or five 
billion dollars a year to pay the interest 
on the $150,000,000,000. In all probabil­
ity, that is all the taxpayers of this coun­
try will be able to pay, and will, therefore, 
be unable to make any payment on the 
principal of the debt each year. That 
being true, all the money that will be 
raised in taxes to pay on the national 
debt will go to the people who are using 
the credit of the Nation absolutely free, 
and who have had farmed out to them 
the use of the idle gold free, and the 
people will thereby be caused to pay a 
debt that is useless, wasteful, extrava­
gant, and unnecessary.

It Is Wrong for the Government of the 
United States That Is Sovereign To Pay 
Private Corporations To Create Money 
on the Government’s Credit

SPEECH
O F

HON. WRIGHT PATMAN
O F TEXA S

IN THE HOUSE OF REPRESENTATIVES

Tuesday, February 10, 1942

Mr. PATMAN. Mr. Speaker, to sell 
bonds to individuals and to corporations 
that do not create the money by a book­
keeping transaction to buy them is per- 
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fectly justified for the purpose of pre­
venting or retarding inflation. But if 
more bonds will have to be sold than such 
individuals and corporations will or can 
buy, then the Government of the United 
States, which is sovereign, should create 
the credit to pay its bills without obli­
gating the people to pay interest on it.

All informed persons on the subject 
will agree upon certain fundamental 
truths. They are:

First. It is the duty of Congress to 
issue—create—money and regulate its 
value under the Constitution.

Second. This great privilege has been 
farmed out free to the privately owned 
banks by Congress.

Third. This great privilege is worth 
billions of dollars a year to those exer­
cising it under laws passed by Congress.

Fourth. The same United States 
Treasury that prints and issues the in­
terest-bearing bonds also issues and 
prints the money, which is another form 
of Government obligation, not interest- 
bearing.

Fifth. Under our present system that 
Congress has allowed to be built up 
gradually over a century of getting a lit­
tle change in law here and a little change 
there which appeared harmless at the 
time, the Treasury, when it wants money, 
sells United States Government bonds 
which obligates the Government to pay 
a stipulated rate of interest, around 3 
percent per annum.

Sixth. A commercial bank in Dallas, 
Tex., buys a United States Government 
bond—we will say a million dollars’ 
worth—and gives the United States 
Treasury credit for $1,000,000 on its 
books. The bank does not have the 
money to pay en demand and does not 
need it for that purpose, as it is so sel­
dom that people who receive Govern­
ment checks or any other kind of checks 
want the actual money.

Seventh. The United States Treasury 
gives checks to the Government em­
ployees residing in Dallas and to persons 
and corporations in payment of any debt 
owed by the Government in that area 
to the amount of $1,000,000.

M O N E Y  CREATED W I T H  A F O U N T A IN  P E N

Eighth. It is almost inconceivable that 
the people receiving these checks will 
want the money as they will only want 
credit at the bank or in the banking sys­
tem upon which they can draw checks, 
and in that event the Dallas bank will 
continue to receive annually $30,000 in­
terest on the million dollars in bonds
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which was bought by creating the money 
with a fountain pen. In other words, the 
bank has bought the bond on a promise 
to pay money if called upon but it is not 
called upon to pay the actual money.

Ninth. If the people receiving these 
checks drawn on the Dallas bank aggre­
gating a million dollars should do the 
unusual and demand the actual spot cash 
from the Dallas bank, actual coin and 
currency, the Dallas bank will take its 
million dollars’ worth of United Stales 
Government bonds upon which it is 
promised 3 percent interest annually 
across the street to one of the 12 Fed­
eral Reserve banks that is located in 
Dallas and get a million dollars in actual 
printed money. In order to get the 
money the commercial bank will deposit 
with the Federal Reserve bank at Dallas 
the $1,000,000 in bonds as collateral se­
curity and promise to pay 1 percent in­
terest annually so long as the money is 
needed.

B A N K  M A K E S  $ 2 0 ,0 0 0  A YEAR P R O FIT  O N  
T R A N SA C TIO N

Tenth. The net result is that the Dal­
las Commercial Bank has bought a Gov­
ernment obligation upon which it will 
receive $30,000 per annum and has used 
that same Government bond or obliga­
tion as collateral security to obtain a 
million dollars in money, issued by our 
same Government and our own United 
States Treasury and carrying the same 
mortgage upon all the property and 
profits of the people until paid. For this 
money the bank will pay at the most 
$10,000 per annum thereby netting a 
profit of $20,000 per anum on this mil- 
lion-dollar transaction.

Eleventh. The 'Government will not 
get the $10,000 that the Dallas bank pays 
to the Dallas Federal Reserve Bank for 
the use of a million dollars in money as 
the Dallas Federal Reserve Bank will get 
it. The Dallas Federal Reserve Bank is 
owned by the private banks in that aiea, 
including the bank that bought the mil­
lion dollars in bonds. The Federal Re­
serve banks are Federal in name only; 
they are owned lock, stock, and barrel by 
the private banks, which have invested, 
incidentally, a very small sum of money 
upon which they receive 6 percent per 
annum, but sufficient to enable them to 
be the sole owners of that Federal Re­
serve bank.

Twelfth. Remember in this case, which 
is typical, the United States Treasury has 
caused the Bureau of Engraving and 
Printing here in Washington, which is
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under the jurisdiction of the Treasury, 
to print and deliver to the Federal Re­
serve bank at Dallas a million dollars in 
United States Government bonds, inter­
est bearing, and a million dollars in 
United States currency. Each is a Gov­
ernment obligation. The Federal Re­
serve bank at Dallas delivers the million 
dollars in bonds to the local commercial 
bank and obtains for the Government 
the million dollars in credit which the 
Government checked on to pay its debts. 
Then the Federal Reserve bank at Dallas 
delivers to the local commercial bank 
the million dollars in actual paper 
money—currency, greenbacks, or what­
ever one prefers to call them.
G O V E R N M E N T  C O LLECTS 3 0  C E N T S  FO R EVERY 

$ 1 ,0 0 0  P R IN T E D  FOR B A N K S

Thirteenth. On the transaction the 
taxpayers will pay the cost of printing 
the bonds. The taxpayers will pay the 
$30,000 a year interest to the Dallas Com­
mercial Bank. The Dallas Federal Re­
serve Bank will get $10,000 per annum 
and the Government will get $300, or 
30 cents per $1 000. which was the actual 
cost of printing the money.
T H E  GREATEST B A C K IN G  B E H IN D  O U R  M O N E Y  AND

BO N D S IS  T H E  TA X IN G  P O W E R  O F C O N G R E SS;
T H E  D U T Y  O F  CO N G R ESS TO TAX T H E  P E O P L E
TO PAY ALL T H E  O B LIG A TIO N S O F  O U R  G O V ERN ­
M E N T — H O W  S U C H  A S Y S T E M  B U IL T  U P

Who created such a system that is cost­
ing the taxpayers $1,750,000,000 this year 
and will cost the taxpayers $4,500,00C,000 
a year when our anticipated expenditures 
for war purposes are made?

The answer is that such a system was 
built up over a long period of time. Con­
gress passed monetary laws without giv­
ing a great deal of attention to them, 
being told that money was a mystery and 
very few people understood it and those 
understanding it were the ones wanting 
the monetary laws. It was smart for a 
Member of Congress to say “all I know 
about money is that I do not have 
enough of it,” or some similar crack that 
invariably drew laughter and applause 
and the bill was passed. If some person 
who had given the subject thought and 
consideration attempted to show how the 
credit of the Nation was being farmed 
out free to privately owned commercial 
banks he could very quickly be silenced by 
a whispering campaign that he was a 
monetary nut, a crackpot, or a green- 
backer, who wanted to flood the country 
with worthless printing-press money. 
Then with a few references to continental 
currency, fiat money, and German in-
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flation the bill was sent on its way. All 
such bills were referred to as a bill to 
further strengthen our sound monetary 
system.

LO G ICAL R E A S O N S  W E R E  P R E S E N T E D

In the beginning of our country there 
were logical reasons why the Govern­
ment should issue interest-bearing bonds 
to pay its expenditures instead of obtain­
ing the use of its own credit without 
interest.

At that time gold and silver repre­
sented practically all of our medium of 
exchange. When a miner went out into 
the mountains and by laboring with his 
hands through the hardest kind of man­
ual labor produced some gold or silver it 
was right that the Government pay him 
interest for its use if the Government de­
sired to borrow it.

Further, if money were borrowed from 
a foreign country it was right that our 
Government pay interest for its use.

EXTRAVAGANT C O N G R ESS RETARDED

In addition, if the Government paid 
interest for the money or credit it used 
it would have a retarding effect on an 
extravagant Congress. For the reason 
that if Congress appropriated too much 
money no one would buy the bonds. In 
other words, as more bonds were sold 
they would be worth less and less, and 
Congress would either have to cause 
bonds to be sold at a great discount or 
not be able to sell them at all, or quit 
appropriating so much money. This had 
a retarding influence on Congress.

N E IT H E R  R E A SO N  GOOD N O W

Neither of these three reasons justify 
the Government in paying interest on its 
own credit now. Silver in our exchange 
represents an infinitesimal part of our 
money. Gold is not used as money. Our 
Government does not borrow from a for­
eign country. United States Govern­
ment bonds are no longer permitted to be 
sold for less than par since the banks can 
always put up their Government bonds 
as collateral and obtain money for them 
dollar for dollar—no discount.

The interest paid by our Government 
amounted to such a small sum each year 
for the first 125 years of our country’s 
existence it presented no problem. Now 
it presents one of our most serious prob­
lems.
M O N E Y  N O W  CREATED O N  G O V E R N M E N T  CREDIT

Our money now is created upon the 
Government’s credit as all money is 
guaranteed by the United States Gov-
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eminent. Although Federal Reserve 
banks have had the great privilege of 
issuing and paying out money it is the 
Government’s money that is paid out. 
Every bill, note, or piece of currency 
bears the obligating clause of our Gov­
ernment in the language “The United 
States Government promises to pay on 
demand — dollars.” This is printed on 
every piece of paper currency.
PO W E R  O F  CO N G R ESS TO  TAX B A C K IN G  B E H IN D

B O N D S A N D  M O N E Y ; ALSO GOLD B A C K IN G

We have an additional backing which 
is not absolutely needed and a commodity 
that is used by other countries only to a 
very limited extent, and that is $23,000,- 
000,000 in gold that is idle and unused. 
Every dollar of it belongs to the United 
States Government. There are those 
who contend that this gold is mortgaged 
to the 12 Federal Reserve banks or that 
these banks have some kind of claim 
against it notwithstanding the law that 
places all right, title, and interest in and 
to the gold in the United States. This 
contention can be eliminated by the Gov­
ernment reimbursing the private banks 
for the $140,000,000 they have invested in 
stock in these 12 Federal Reserve banks. 
It is this comparatively small investment 
that permits the owners of the stock of 
the Federal Reserve banks to place a 
cloud on the title to this gold.

If something is not done to prevent it 
the money changers will make as much 
out of this war, and more, as the entire 
cost of the war. By money changers I 
mean those who use our Government 
credit free and not the patriotic citizen 
who buys bonds with money he has 
worked for to prevent inflation.

G O V E R N M E N T  PA Y S $ 2  TO EVERY $ 1  BORROW ED

Experience proves that the taxpayers 
are forced to pay at least $2 for every one 
the Government borrows on long-term 
bonds. The war is costing so much that 
the people will never be able to pay more 
than the interest on the public debt and 
the necessary running expenses of the 
Government if our present policies are 
pursued of paying private banking corpo­
rations for the privilege of using our own 
Government’s credit.

M O N E Y  BASED O N  DEBT---- N O  DEBT, N O  M O N E Y

Our present policies have forced our 
people into the position of going into debt 
and paying interest or not have enough 
money to do business on. In other words, 
if all debts were paid our money would 
be extinguished. So our money is based
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on debt. When Leon Henderson was 
testifying before our Committee on Bank­
ing and Currency in favor of the price- 
control bill I reminded him of his state­
ment that the people could retard 
inflation by paying their debts, and asked 
him what the people would do for money 
if all debts were paid. He admitted—so 
did Marriner S. Eccles, Governor of the 
Federal Reserve Board—that our mone­
tary system is based on debt, and said the 
people should pay their debts and then 
go into debt again, so as to have enough 
money to do business.

G O V E R N M E N T  CAN SAVE IN T E R E S T

Instead of the Government issuing and 
delivering to the Federal Reserve banks 
Government interest-bearing bonds for 
sale to the private banks in order to get 
the money or credit to pay the cost of 
the war, the Government should issue 
and deliver to the Federal Reserve banks 
non-interest-bearing bonds to be held by 
the Federal Reserve banks to obtain the 
money or credit to pay the cost of the 
war.

In that way we would not pay tribute 
to a few people to use the Government’s 
own credit; the bonds would have the 
same backing and security behind them; 
the bonds would be easier paid, since a 
3-percent payment each year on the prin­
cipal of the bonds, instead of as interest, 
would entirely pay them off in 33V3 years; 
bonds would not be sold to the public, 
except a sufficient amount to retard in­
flation, and they, of course, would be in­
terest bearing; money would then be 
paid into circulation and not necessarily 
borrowed into circulation; inflation 
would be hindered because a part of the 
bonds would be paid each year instead of 
freezing, an inflationary condition caused 
by the issuance of so many bonds and no 
part of the principal being retired each 
year; the people receiving checks from 
the Treasury in payment of salaries or 
debts of any kind would continue to re­
ceive the same kinds of checks, issued and 
delivered by the same people, and upon 
these checks they would receive the same 
kind of money or credit as they now 
receive, and there will not be any more 
actual printed money in circulation than 
at present.

The big difference will be that the 
Government will not pay interest for the 
use of its own credit.
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No Debts— No Money— Our Monetary 
System Based Entirely Upon Debt—  
Someone Must Go Into Debt and Pay 
Interest in Order for Country To Have 
Sufficient Circulating Medium

EXTENSION OF REMARKS
OP

HON. WRIGHT PATMAN
O F  TEXA S

IN THE HOUSE OF REPRESENTATIVES

Monday, December 1,1941

Mr. PATMAN. Mr. Speaker, the 
American Bankers Association at its re­
cent annual convention adopted a reso­
lution in which it was stated:

This is a time when in their own interest 
people generally should be paying their debts 
instead of borrowing more.

This resolution was strongly in favor of 
debts being paid.

The fact is that the only money in cir­
culation today that is not based upon 
debt is a very small part of our circulating 
medium, which has been paid into circu­
lation by the National Government. I 
refer particularly to United States notes, 
some silver certificates, and minor coins. 
Practically all of our money, including 
paper money and deposits in banks, is 
based upon debt. In other words, some 
person or corporation signed an obliga­
tion agreeing to pay a certain amount at 
a certain time with a stipulated rate of 
interest in order to create the money 
that is now used in our daily transac­
tions. Without someone going into debt 
and paying interest we would not have 
sufficient money to do business on.

The United States Treasury will soon 
sell $1,000,000,000 in United States Gov­
ernment bonds, which will obligate the 
Government to pay 21/2 percent per 
annum interest. The money that the 
Government will receive for these bonds 
will be created by the commercial banks 
out of thin air. The banks will obligate 
themselves to pay the Government some 
of its own money. It is true that very 
little of the money will be called for, 
since most depositors only want the credit 
to their account. Therefore, very little 
money will be needed to finance the bil­
lion dollars in bonds on the same theory 
that all of the people insured in a life-
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Insurance company do not die at the same 
time, and therefore only a comparatively 
small amount of money is needed to keep 
a life-insurance company solvent.

If Secretary of the Treasury Morgen- 
thau issued the billion dollars in Govern­
ment bonds, providing for no interest, 
and deposited them with the 12 Federal 
Reserve banks and received credit, then 
the Government could retire the entire 
billion-dollar debt in 40 years by paying 
2V2 percent each year. Under our pres­
ent system, we will pay $25,000,000 a year 
interest on the billion dollars, and at the 
end of 40 years still owe the billion dollars 
in bonds. This is much more inflation­
ary than issuing a billion dollars in non- 
interest-bearing bonds and retiring 2V2 
percent each year.

If the non-interest-bearing bonds were 
placed with the Federal Reserve banks, 
as proposed, then the Secretary of the 
Treasury would have his 2,274 assistants, 
who write checks on the Treasury’s ac­
count, issue the same kind of checks to 
the same people to whom the Govern­
ment is indebted and these people will 
deposit them in the same way and man­
ner and receive the same credit or cur­
rency as if the Government had sold 
interest bearing bonds.

The difference would be that the Gov­
ernment would not have to pay $2 for 
every $1 it borrows. In other words, the 
taxpayers would not have to pay the debt 
twice.

No one can contend that the proposal 
is unsound, since the non-interest-bear­
ing bonds would be backed by the same 
gold, silver, and other assets as the in­
terest-bearing bonds would be backed.

One of these days the people of this 
country are going to rise up in their wrath 
ana compel the change of such an idiotic 
system that causes the taxpayers of this 
country to pay tribute to a few who have 
nothing invested and run no risk in order 
to conduct the affairs of our Govern­
ment and especially our national-defense 
program.
L E O N  H E N D E R S O N ’S T E S T IM O N Y  O N  N O  DEBTS, 

N O  M O N E Y

In the hearings before the House Bank­
ing and Currency Committee on the 
price-control bill, the following questions 
were asked by me and the following an­
swers given by Mr. Leon Henderson (pp. 
981 982):

Mr. Patman. * * * You stated yester­
day that everybody should take advantage of 
this period of rising prices to pay their debts. 
You really don’t believe everybody should pay 
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their debts, do you? If you mean that, what 
would we do for money, since our money is 
based on debt?

Mr. Henderson. I have been through that, 
the same as you have, and I don’t believe 
our economy would come to a halt if people 
paid their debts.

Mr. Patman. If everybody paid their debts?
Mr. Henderson. If you are going to say that 

I have discounted the trade acceptances 
which the Federal Reserve has created by a 
couple of bookkeepers, that is not the con­
notation debt has for me.

Mr. Patman. You had in  m ind individual 
debts, personal debts?

Mr. Henderson. Yes.
Mr. Patman. And if the policy is good for 

individuals, why isn’t it good for corpora­
tions?

Mr. Henderson. I think it is.
Mr. Patman. All right. If everybody paid 

their debts, where would you get money to 
carry on business?

Mr. Henderson. You would get into debt 
and come out again. I assume the healthy 
process of credit is that you do liquidate debt 
as you do the trade acceptances.

Mr. Speaker, Mr. Henderson’s very 
clever reply was, in effect, that it is all 
right to pay the debts, but you should 
get right back into debt again in order 
for the country to have this circulating 
medium.
c h a i r m a n  m a r r i n e r  s . e c c l e s ’ t e s t i m o n y  o n

N O  D EBTS, n o  m o n e y , i n  h i s  t e s t i m o n y  o n

T H E  P R IC E -C O N T R O L  B IL L  B EFO RE T H E  B A N K IN G
AND C U R R E N C Y  C O M M IT T E E

Chairman Eccles, of the Federal Re­
serve Board, testified as follows, page 
1338 of the hearings, September 30,1941:

Mr. Patman. * * * you made the state­
ment that people should get out of debt in­
stead of spending their money. You recall 
that statement, I presume?

Mr. Eccles. T hat was in  connection w ith 
installm ent credit.

Mr. Patman. Do you believe that people 
should pay their debts generally when they 
can?

Mr. Eccles. I think that depends a good 
deal upon the individual: but, of course, if 
there were no debt in our money system-----

Mr. Patman. That is the point I wanted to 
ask you about.

Mr. Eccles. There wouldn’t  be any money.
Mr. Patman. Suppose everybody paid their 

debts, would we have any money to do busi­
ness on?

Mr. Eccles. That is correct.
Mr. Patman. In other words, our system Is 

based entirely on debt.

Mr. Speaker, there can be no dispute 
about the statement that our system is 
based entirely upon debt, and if a person 
and corporation paid their debts, we
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would not have sufficient money to do 
business on.

If we were to change that system, the 
Government would pay its own money 
into circulation, and the people would be 
saved billions of dollars a year in interest.

Everlasting Bondage or Debt Repudiation 
if Government Bond Racket Not Ended

EXTENSION OF REMARKS
O F

HON. WRIGHT PATMAN
O F  TEXA S

IN THE HOUSE OF REPRESENTATIVES

Monday, February 16, 1942

Mr. PATMAN. Mr. Speaker, to those 
who receive the information contained in 
my remarks concerning the Government 
obtaining money without interest, I 
humbly suggest that you give it serious 
consideration. It is based upon a quarter 
of a century of study and investigation. 
Now the time has arrived when its use can 
prevent our people from being sentenced 
to everlasting bondage or suffer the hu­
miliation of national debt repudiation, 
which can be caused by a Government 
bond racket that is about to engulf us.

M E M B E R S  A P P R E H E N S IV E  P E O P L E  W IL L  N O T  
S U PP O R T

Members of Congress are afraid to em­
brace a sound and economically desirable 
plan that will prevent the people from 
being required to pay double, treble, and 
many times more for every dollar that is 
borrowed to prosecute the war for fear 
they will be doing something the people 
will not understand and will not approve.
P U B L IC  P R E S S  CARRIES L IT T L E  O F  T H I S  IM P O R T A N T  

S U B JE C T

At my own personal expense this in­
formation is printed and distributed over 
the 48 States. Obviously, a limited num­
ber of copies will be sent out. The news­
papers and magazines have been unable 
to allot very much space for the dissemi­
nation of information on this highly 
important subject.

GIVE M E M B E R S  COURAGE T O  S P E A K  O U T

I beg you, in the interest of our chil­
dren and our children’s children, who 
are being asked to assume an unbearable 
interest burden that can now be pre- 
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vented, to let your lawmakers in Wash­
ington know—Representatives and Sen­
ators—that their approval of this method 
will meet with your approbation. Give 
them courage to speak out. Many of 
them have not had the time to give 
consideration to it.
B E N E F IC IA R IE S  O F  R A C K ET O PPO SE D  TO D IS C U S S IO N

Those who will benefit from this racket 
are opposed to any discussion of the sub­
ject in the public press or over the radio. 
They refrain from any controversy, 
knowing their position is untenable and 
realizing that public knowledge of the 
subject will certainly harm them.

PA SS IT  O N

If you will reward my efforts by caus­
ing this information to be published and 
distributed, I shall never cease to be 
grateful. Pass it on to another.
REAL AND IN T A N G IB L E  PR O PE R T Y  PA Y  N O  D E F E N S E  

TAX

The cost of the war will necessarily be 
borne by the people, a majority of whom 
will be the least able to pay it. Our Fed­
eral Government, including war costs, is 
supported by taxes on incomes, sales, and 
other specific forms of taxation. The 
$300,000,000,000 worth of tangible real 
property in this country pays no tax 
whatsoever into any fund that is used 
specificaly to defend our country, neither 
does the $400,000,000,000 worth of in­
tangible property. It is true that if the 
owner of tangible or intangible property 
makes a net profit on it sufficient to be 
required to pay an income tax, he will 
be required to pay it, but no tax specifi­
cally upon the property itself for the de­
fense of the country is now required by 
law.

Let us not require our taxpayers to 
pay as much in unnecessary interest as 
the cost of the war.
B A N K S  T H A T  CREATE M O N E Y  W IL L  EV E N T U A L L Y

BE CALLED U P O N  TO B U Y  T H E  BO N D S T H A T  ARE
N O W  B E IN G  SOLD TO  T H E  P U B L IC

During our war effort the people will 
generously buy bonds to enable the Gov­
ernment to properly prosecute the war. 
They are to be commended for their 
patriotism. When the war is over they 
will want their money for the many dif­
ferent purposes that they could not use it 
for during the war.
N O  M O R E  G O V E R N M E N T  B O N D  SA LES AT 7 5  C E N T S  

AND 8 0  C E N T S  O N  T H E  DOLLAR

Our Government cannot afford to per­
mit the bonds to be sold for 75 cents and 
80 cents on the dollar. Tb s was done 
after the other war, which permitted a
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few people who used the Government’s 
credit free to buy them and make mil­
lions in profits. The Government, 
through the Secretary of the Treasury, 
Mr. Morgenthau, has promised that it 
will not happen again.
B A N K S  W IL L  E V E N T U A L L Y  O W N  N A T IO N A L  DEBT

Therefore, when the people want their 
money after the war, it will be necessary 
for more Government bonds to be sold to 
redeem them. The banks that create the 
money will be the only purchasers. The 
result will be that practically all the 
bonds that are now being sold to the peo­
ple will find their way after the war into 
the portfolios of the commercial banks. 
The banks now hold $21,000,000,000 of 
these bonds. They will then hold most 
of the national debt. This will enable 
these banks to collect billions of dollars 
a year in interest on their comparatively 
small investment. Congress will be called 
upon to levy and cause to be collected 
the taxes to pay this interest. The peo­
ple who will have made every sacrifice to 
win the war will pay the taxes into the 
United States Treasury. The United 
States Treasury will pay it to the banks 
that created the money to buy the bonds 
upon the Government’s own credit.

How Money Is Created by Privately 
Owned Banking System on Govern­
ment’s Credit and the Government 
Charged Interest Thereon— Federal 
Reserve Bank Building Ordered Sold 
for Taxes, Although Board Can Create 
Money to Pay Them

REMARKS
O F

HON. WRIGHT PATMAN
O F  TEX A S

IN THE HOUSE OF REPRESENTATIVES

Monday, December 1,1941

Mr. PATMAN. Mr. Speaker, much is 
being said in the newspapers about the 
District of Columbia tax authorities levy­
ing on the Federal Reserve Bank Build­
ing here in Washington for taxes and 
ordering the building sold soon to sat- 
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isfy a tax debt incurred over a period of 
years. It is claimed by the Federal Re­
serve officials that it is exempt from 
taxes, the same as public buildings.

The Federal Reserve Banking System 
is privately owned. Not $1 of the 
stock is owned by the Government or by 
the people; it is owned by private bank­
ing corporations. It is a corporation 
owned by corporations. Many people be­
lieve that the Federal Reserve Banking 
System is owned by the Government be­
cause it is named Federal, but of course 
this is not true.

CREATE M O N E Y , B U Y  B O N D S, AND CO LLECT 
IN T E R E S T

When the Honorable Marriner S. 
Eccles, Chairman of the Federal Reserve 
Board, was before the Banking and Cur­
rency Committee of the House, of which 
I am a member, on Tuesday, September 
30, 1941, I interrogated him about how 
he obtained for the 12 Federal Reserve 
banks the $2,000,000,000 in Government 
bonds, which the system is now holding 
and charging the Government interest 
thereon. The questions and answers ap­
pear in the printed testimony, volume 2, 
page 1342, and is as follows:

Mr. P a t m a n . * * * How did you get the
money to buy those $2,000,000,000 of Govern­
ment securities?

Mr. Eccles. We created it.
Mr. P a t m a n . Out of what?
Mr. Eccles. Out of the right to issue credit, 

money.
Mr. P a t m a n . And there is nothing behind 

it, is there, except the Government’s credit?
Mr. Eccles. We have the Government 

bonds.
Mr. P a t m a n . That’s right; the Govern­

ment’s credit.
Mr. Speaker, the Government is now 

paying between forty and fifty million 
dollars a year to the Federal Reserve 
Banking System as interest on these 
bonds. The expenses, dividends, and 
profits of the System are paid in that 
way. It would be just as reasonable for 
each department of our Government to 
be allowed to purchase enough Govern­
ment bonds to pay their expenses the 
same way. It would be just as reason­
able for the Government to set aside 
enough interest-bearing bonds to each 
Federal employee to pay the Federal em­
ployee interest sufficient to pay his salary 
as it is for the Federal Reserve Banking 
System to get their expenses paid in that 
way.

Under our present system the Federal 
Reserve banks can purchase twenty-five
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or fifty billion, a hundred billion, or an 
unlimited amount of Government bonds 
the same way they purchased and now 
hold the $?,000,000,000.

If the Federal Reserve banks desire to 
pay the taxes on their building here in 
Washington, D. C., it will be a very simple 
matter for a sufficient amount of in­
terest-bearing bonds to be bought, which 
will provide sufficient income to pay the 
taxes. I am not passing on the question 
whether the taxes should be paid or 
should not be paid, as that question will 
be passed on by the courts.

F IN A N C IN G  W AR BY IN T E R E S T -B E A R IN G  BO N D S

It is now proposed that we permit the 
banks to buy United States Government 
bonds, interest-bearing, in the same way 
that the Federal Reserve banking sys­
tem is buying bonds, in order to provide 
the funds to finance the war. The stock­
holders of the entire private banking sys­
tem in our country have only $8,000,- 
000,000 invested in banking institutions. 
On that capitalization they have already 
loaned the Government $20,000,000,000 
by purchasing interest-bearing securities. 
In addition, the banks, upon the $8,000,- 
000,000 capitalization and investment, 
have made loans and investments 
amounting to $34,496,000,000, not includ­
ing the Government securities. They can 
now make loans aggregating $28,000,000,- 
000 on the $8,000,000,000 capitalization, 
in addition to the present total loans and 
investments of $54,496,000,000. These 
figures can be verified by an examination 
of the testimony before the Banking and 
Currency Committee in answer to ques­
tions I propounded to Secretary Morgen- 
thau, as reported on page 1134 of the 
hearings.

The present banking system, through 
the use of the Government’s credit, as 
now proposed to finance the war, can 
issue more than $240,000,000,000 in 
money, and every bit of it will be issued 
on the $8,000,000,000 capitalization and 
the Government’s credit. Of course, it 
will be the Government’s credit that will 
secure it, as the $8,000,000,000 capitali­
zation will be insufficient for that purpose.
ID L E  GOLD I N  H IL L S  O F  K E N T U C K Y  S H O U L D  BE 

U SED  TO  F IN A N C E  W A R DEBT

Why should the people be forced to 
pay $2 for every $1 the Government uses, 
when it has approximately $23,000,000,- 
000 in idle gold that can be used to 
finance a debt in the orthodox way 
that would be equal to more than 
$240,000,000,000?
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$ 1 5 0 , 0 0 0 , 0 0 0 , 0 0 0  DEBT M E A N S  A DEBT T W IC E  T H A T  
LARGE

When the Government issues interest- 
bearing bonds, it finally pays as much 
in interest as it pays on the principal by 
the time the bonds are paid in full. 
Therefore, a $150,000,000,000 debt means 
a debt of $300,000,000,000 by the time it 
is paid, or even more.

Congress can and should require the 
Secretary of the Treasury to deliver 
non-interest-bearing bonds to the Fed­
eral Reserve banks and require the Fed­
eral Reserve banks to give the Govern­
ment credit therefor instead of paying 
$25,000,000 a year interest on every 
$1,000,000,000 borrowed. The $25,000,000 
will be paid each year on the princi­
pal of the $1,000,000,000 in bonds. In 
that way the entire amount of the bonds 
can be paid over a period of years at a 
cost to the taxpayers of less than 50 per­
cent of what they would have to pay 
under the present system, which would 
be less inflationary than interest-bearing 
bonds because they would be retired 
earlier.

This proposal is sound. It was thor­
oughly discussed in the testimony before 
the Banking and Currency Committee 
when the price-control bill was under 
consideration.

It is a simple question of the Govern­
ment using its own gold to save interest, 
or permitting the banks to use it free of 
charge, along with the Government’s 
credit free, and collect interest from the 
Government.

The Members of Congress will do the 
people a great disservice for the next 100 
years unless this Government bond 
racket is stopped.

February 3, 1942
CREATED M O N E Y  TO  P A Y  CO ST O F  W AR

Mr. PATMAN. Mr. Chairman, I move 
to strike out the last word.

Mr. Chairman, the gentleman from 
Michigan LMr. Craw ford] brought to our 
attention a very interesting question, 
that is, the extent that the Government 
expects to go in this emergency in hav­
ing the private commercial banks create 
money for the purpose of paying the cost 
of the war.

B A N K S  CREATE M O N E Y

No informed person can dispute the 
fact that commercial banks, that accept 
deposits, when they buy Government 
bonds, create out of thin air the money 
with which to buy those bonds. No in­
formed person will dispute that fact.
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Everyone who has ever studied the ques­
tion admits it and acknowledges it.
I F  M O N E Y  TO BE CREATED, G O V E R N M E N T  S H O U L D  

CREATE IT  W IT H O U T  IN T E R E S T

So the point is, if money is to be cre­
ated for the purpose of paying the cost 
of this war, should the people and the 
taxpayers and the Government pay pri­
vate commercial banks to create the 
Government’s own money, when that 
privilege is exclusively the Government’s 
under the Constitution of the United 
States, and the duty rests upon the Con­
gress to see that it is complied with?
B IL L  PRO PO SED  TO  S T O P S O M E  IN T E R E S T  P A Y M E N T S

May I humbly invite your attention to 
a discussion of that subject which is in 
the R ecord of February 2, 1942, which 
came out this morning, on page A358? 
It contains a discussion of a bill which I 
introduced some time ago providing for 
the Federal Reserve banks to advance 
the money on Government non-interest- 
bearing bonds for the purpose of paying 
the cost of this war. Every person who 
has given this question thought, I be­
lieve, will say that this national debt, 
at the end of the emergency, if it con­
tinues as long-as we expect it to continue, 
will certainly be around $150,000,000,000, 
including our present debt, if not more 
than that. If we pay 4 percent interest 
on that enormous debt, as many promi­
nent people in official positions are ad­
vocating today, that means $6,000,000,000 
a year interest, and it will be impossible 
for the people to pay that much interest 
and the running expenses of this Gov­
ernment; which will mean that the peo­
ple of this Nation will be in perpetual 
bondage or there will be repudiation of 
the national debt.

M A K E  P A Y M E N T S  O N  P R IN C IP A L  O F  BONDS 
IN ST E A D  O F  O N  T H E  IN T E R E S T

Now, there is a way to escape that sit­
uation, and an orthodox way to escape it, 
by paying a certain amount each year on 
the principal of the bonds, instead of 
paying it as interest. The proposal that 
has been brought forward is that if the 
Government needs a billion dollars in 
money, the Government, through the 
Secretary of the Treasury, issues a bil­
lion dollars of non-interest-bearing 
notes, and distributes those notes among 
the 12 Federal Reserve banks in propor­
tion of their resources, of course, and re­
ceives credit for the United States Treas­
ury to the amount of $1,000,000,000. 
Then every year instead of paying 4-per­
cent or 3-percent interest, as we are do- 

445138—21676

ing today, pay 3 percent on the face of 
the bonds, on the principal. In that 
way you will reduce the bonds every year, 
and the inflation becomes less severe, 
every year less inflationary, and in 33% 
years the entire public debt will be liqui­
dated. If you do not do that and pay 
3-percent interest—and we will never be 
able to pay more than just the interest— 
at the end of 33 V3 years we will still owe 
the billion dollars, just like at the end 
of 33 V3 years we will still owe the $150,- 
000,000,000—perpetual bondage for the 
people.
U S E  G O V E R N M E N T  CREDIT IN STEA D  O F  F A R M IN G  

IT  O U T  TO B A N K S  FREE

In order to do what I suggest you will 
use the credit of the Nation instead of 
farming it out absolutely free to the pri­
vate commercial banks of this country. 
If you desire to use the $23,000,000,000 
in gold that we have that is now idle and 
unused as backing for those bonds, you 
can do that.

* * * * *
May I suggest to you that if the 

Government issues non-interest-bearing 
bonds and places them with the Federal 
Reserve banks, as has been suggested, 
the backing behind those bonds will be 
exactly the same as if the Government 
had issued a billion dollars of 3-percent 
bonds and placed them with the 12 Fed­
eral Reserve banks.

If there is any person within the sound 
of my voice who can say that the secu­
rity will be less, I will yield to him now 
for that purpose. But no one can say 
it. There is exactly the same security 
behind each.

So why should this Congress sit idly by 
and place our people in perpetual bond­
age just because some person might say 
that the best way to get money is to have 
it created by the commercial banks and 
pay them an interest rate for its crea­
tion?

P E O P L E  W IL L  E V E N T U A L L Y  B L A M E  U S

May I suggest to you that the people of 
this country one of these days will blame 
you. They will blame me. They will 
blame the entire Congress and the ad­
ministration for sitting idly by and let­
ting these 50-year bonds, providing for 2 
and 3 percent interest and more be issued 
and sold to the American people.

I am in favor of selling defense bonds 
to individuals and corporations that do 
not create the money with which to buy 
them. I favor that very much, because 
it has a tendency to retard or cut down
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or stop inflation. But I am very much 
opposed to the sale of interest-bearing 
bonds to money-creating corporations. 
To date the commercial banks have done 
an excellent job. I am not trying to de­
stroy commercial banks. They are very 
necessary and highly desirable institu­
tions. The stockholders of all the banks 
in the Nation have invested $8,000,000,000 
only. That is all they would lose if every 
bank were to close its doors. Upon that 
investment they have already loaned the 
Government $21,000,000,000, upon which 
they are receiving interest annually. In 
addition to that, they have made loans 
and investments aggregating about $10 
to every $1 that they have.

I am not objecting to that, let them do 
it, it is in the interest of the country, 
especially certain sections of the country, 
at times to have a bank expansion; but 
why permit them to lend 20-to-l, or 
30-to-l, or 40-to-l, or 50-to-l when the 
loan is made upon the credit of this Na­
tion? I express the hope that this Con­
gress will stop the use of our Govern­
ment’s credit free and the forcing of this 
Government to pay an anual tribute of 
billions of dollars upon this war debt and 
place our people in perpetual bondage.

September 29, 1941
W IL L  C O ST G O V E R N M E N T  $ 1 0 0 , 0 0 0 , 0 0 0 , 0 0 0  TO 

PA Y  DEBT O F  $ 5 0 , 0 0 0 , 0 0 0 , 0 0 0

Mr. PATMAN. Mr. Speaker, our Gov­
ernment debt at this time is approxi­
mately $50,000,000,000. By the time that 
is paid it will aggregate $100,000,000,000. 
When we talk about a debt of a certain 
size we should double the amount if we 
want to keep in mind what will actually 
have to be paid before the debt is liqui­
dated. This amount of 100 percent is due 
to the interest charges. I am not op­
posed to individuals and corporations 
paying interest. They should pay inter­
est for the use of money that they hire 
from other people, but when our Federal 
Government, that has the exclusive 
power to create money, creates that 
money and then goes into the open mar­
ket and borrows it and pays interest for 
the use of its own money, it occurs to 
me that that is going too far. I have 
never yet had anyone who could, through 
the use of logic and reason, justify the 
Federal Government borrowing the use 
of its own money.

For the first 125 years of our country’s 
existence the national debt was small.
It was only about $3,000,000 a year— 
very small. The interest charges I
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amounted to a very insignificant sum, 
excepting during the War between the 
States, when the national debt ran up to 
twenty-five or thirty million dollars. But 
that was only for 2 or 3 years, and it 
was small in comparison. However, since 
the World War in 1917-18, our national 
debt has been large, and today we are 
paying at the rate of $1,300,000,000 a year 
interest on our Government obligations.

G O V E R N M E N T  S H O U L D  N O T  IS S U E  IN T E R E S T - 
B EA R IN G  BO N D S

It is true that if we contract a debt we 
should pay it. If the Government sells 
bonds, the Government should pay those 
bonds. If the Government promises to 
pay interest at a certain rate on those 
bonds, the Government should carry out 
its obligation. But I am saying to you in 
all sincerity and with all the earnestness 
that I possess, it is absolutely wrong for 
the Government to issue interest-bearing 
obligations. It is not only wrong; it is 
extravagant. It is not only extravagant, 
it is wasteful. It is absolutely unnec­
essary.

Two days ago Mr. Henry Morgenthau, 
Secretary of the Treasury, was on the 
witness stand before the Committee on 
Banking and Currency on the price con­
trol bill. I asked him questions about 
this. It is in the hearings, commencing 
at page 1005. Mr. Morgenthau admitted 
in this testimony that if the Government 
were to issue $1,000,000 in bonds and sell 
those bonds which are non-interest-bear­
ing and delivered those bonds to the 12 
Federal Reserve banks and received 
credit for them, that he, as Secretary of 
the Treasury, could then issue the same 
kind of checks against that money, and 
the people receiving the checks would re­
ceive the same kind of money as if he had 
issued a million dollars in bonds and sold 
them to the commercial banks of the 
country and agreed to pay the commer­
cial banks a certain rate of interest. It 
would not increase the money supply one 
penny. Anyone who argues that it is in­
flationary does not know what he is talk­
ing about. It is not inflationary. It is 
not nearly as inflationary as our present 
system of selling bonds and paying in­
terest as much as you pay principal.

I have in my possession a letter from 
the Secretary of the Treasury, Mr. Mor­
genthau, in reply to a letter I had written 
to him. I asked him how much the Gov­
ernment would pay in interest charges on 
the $758,900,000 4V4-percent Treasury 
bonds that are payable in 1947 to 1952.
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His reply was that the amount would be 
about $937,700,000. Now, mind you, that 
is where we issued those bonds during 
the World War, amounting to $758,000,- 
000, and we are paying in interest on 
those bonds, in addition to the principal, 
$967,700,000.

Now, take the Panama Canal bonds. 
They amounted to a little less than 
$50,000,000—$49,800,000. By the time 
they are paid the Government will have 
paid $75,000,000 in interest on bonds of 
less than $50,000,000. So the Government 
is paying out $125,000,000 to obtain the 
use of $49,800,000. That is the way it has 
worked all along. That is our policy. 
That is our system. The question is, 
Should that policy be continued? Is it 
sane? Is it reasonable? Is it right or is 
it wrong? If it is wrong, it should be 
changed.

* * * * •
FEDERAL RESERVE PRIV A TELY  O W N ED

We have what is known as the Federal 
Reserve Bank System. That system is 
not owned by the Government. Many 
people think that it is, because it says 
“Federal Reserve.”

It belongs to the private banks private 
corporations. So we have farmed out to 
the Federal Reserve Banking System that 
is owned exclusively, wholly, ICO percent 
by the private banks—we have farmed 
out to them the privilege of issuing the 
Government’s money. If we were to take 
this privilege back from them we could 
save the amount of money that I have 
indicated in enormous interest charges.

We have today about $23,000,000,000 
in gold. This gold is, of course, owned by 
the Government—title to it is in the Gov­
ernment. Many people say the Federal 
Reserve banks own it, but they do not 
own it. Congress passed a law saying 
that the right, title, and interest in and 
to that gold is in the Government, but 
for convenience and in order to carry 
out this present monetary policy, the 
Treasury has issued what is known as 
gold certificates and has turned over to 
the Federal Reserve banks these gold
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certificates. So today we hold about 
$23,000,000,000 in gold. Under the old 
system of issuing $2.50 in currency to 
every $1 of gold on the theory that a 40- 
percent gold base would always be safe, 
you could take that $23,000,000,000 of 
gold and issue two and one-half times 
that much money under our present sys­
tem. This would amount to fifty-seven 
or fifty-eight billions of dollars that could 
be issued on that gold; and then the 
banks receiving the money could issue 
all the way from 7 to 10 to 1. You can 
thus see what a great potential threat of 
inflation is there if it were exercised, but 
it will not be exercised, because the peo­
ple who have charge of the monetary 
system will not permit it to be exercised.

The point I want to try to make is 
that the 12 Federal Reserve banks have 
in their custody these gold certificates 
which are used the same as gold, which 
are sufficient to more than pay off the en­
tire national debt. I am not advocating 
that this be done quickly or suddenly. 
I am not advocating that any change like 
this be made quickly, for it would prob­
ably be disturbing to the country; but 
if the Government owned these 12 Fed­
eral Reserve banks, as it should—they 
should be just as much a part of this 
Government as the Treasury itself—then 
eventually the national debt could be 
absorbed by them and this interest bur­
den could be taken off our shoulders.

October 27, 1941
* * * * *

U N IT E D  STA TES SO V ER EIG N

No city is sovereign because it has su­
periors, the State and the National Gov­
ernment. A State is not sovereign be­
cause it has a superior in the National 
Government. The National Govern­
ment is sovereign because it has no su­
perior in the form of a government, and 
the National Government has the power 
to create its own credit upon which no 
interest should be paid instead of farming 
out that great privilege to the private 
banks of the country.

o
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