
B a n k  I n q u i r y  o f  1 9 0 8

Lengerke, I think in 1902. Another work by the same 
author ought really also to be read in this connection; 
this is a paper on “ The Development of German Agri
culture,” written for the Paris Exposition.

Gentlemen, in all that I am about to say I beg you 
will understand that I wish to make no personal attack 
whatever and no attack upon any calling or any class 
of the community. My position is that every branch of 
economic activity deserves the protection of the State 
and the protection of the community, but only so long 
as that branch of activity understands that it must 
accommodate itself to the needs and demands that the 
community expects it to fill.

I wish, in the first place, to review briefly the argu
ments that have thus far been made. I have taken 
pains to treat the matter in as short space as possible.

RESULTS OF THE BANK INQUIRY.

I have already (in the session of May 20) mentioned 
the fact that my friends, and, indeed, the whole German 
people, are especially interested in having the questions 
that are submitted to the Inquiry answered from the 
standpoint of the economic interests of the whole com
munity. The two volumes of stenographic reports before 
us fully confirm the misgiving that I then expressed; 
much the greater part of our discussion was carried on 
from the point of view of our great banks. In the report 
of the whole commission, therefore, we must take par
ticular care that the standpoint of the general economic 
interests is again given the leading place.
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The following consideration forces us to arrive at the 
same conclusion. The stenographic reports (filling more 
than 800 quarto pages) comprise such an enormous mass 
of material and details that a clear-cut answer to the 
question of what is to be done can be arrived at only if 
one can simplify into the clearest possible form the con
flict of opinions which repeatedly brought a good deal 
of excitement into the discussions.

I rest in this matter on the assumption that we shall 
probably best learn what we wish to learn from our re
spected opponents.

There are, then, in the stenographic report the follow
ing particularly important points:

1. Herr Schinckel said on page 2 4 “ All that regulates 
itself. Any legal interference might injure the develop
ment of this matter, too.”

2. Herr Kammerer said on page 4 8 “ I hold that non
intervention is the very most essential and important ele
ment of the case.”

3. Herr Roland-Lucke said on page 52:° “ If we did 
not have to confront economic ups and downs, what 
would become of the school which, more or less, from 
generation to generation, creates anew the natural and 
necessary experience? Where would be the chance for 
inner contemplation, in which each man, so long as he is 
in active life, examines himself and asks, What mistakes 
have I made? So if we could succeed in preventing, with 
all possible wisdom and scientific method, such crises and 
complications in the economic world, we should be doing

“ Stenographic reports of the entire commission. Remarks of the 
experts on questions III-V  of the list.
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the worst sort of service both to the economic world and 
to economic science.”

4. Herr von Pflaum says on page 53:° “ Trade and 
commerce are anyway not adapted to being constantly 
regulated.”

5. One of the chief points made by Herr Fischel was this, 
on page 173:® “ Freedom of business intercourse is cer
tainly the most important and sacred of all our liberties. ”

6. Herr Doctor von Schwabach said, on page 316: a 
“ If I may be allowed to sum up, I think I shall have to 
say to the expert who spoke just before me that the gen
eral and final result will be that things will remain as 
they were— that is, in regard to the management of the 
whole policy of the Reichsbank, and above all in regard 
to the development of business life.”

Gentlemen, these citations will probably be enough to 
enable you to draw the conclusion that in the discussions 
of our bank inquiry, the chief point for us to decide is 
whether we are for or against free trade in gold, in money, 
and in credit.

I can here, I am glad to find, declare myself in agree
ment with Herr Geheimrat Riesser, who, on the first 
bankers’ day at Frankfort-on-Main, as also in his work 
on the history of the development of the German great 
banks, and in our discussion here on May 22, explained 
that the German banking system should not be treated 
from the standpoint of merely private economics, and 
that it is growing farther and farther out of the sphere 
of legal regulation on the basis of mere private rights. A

B a n k  I n q u i r y  o f  1 9 0 8

a Stenographic reports of the entire commission. Remarks of the
experts on questions III-V  of the list.
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bank, he says, is to-day not simply a business— it is also 
a public office. Geheimrat Riesser is, therefore, as much 
opposed to the individualistic or free-trade system as he 
is to the system of state socialism (p. 174 a). Very much 
to the point! But between these two extremes there is 
the possibility of public legal regulation with maintenance 
of private ownership of the means of production. The 
conceptions of public function on the one hand, and free 
action or self-limitation on the other, are mutually exclu
sive. The extremely able argument of Bank Director 
Gwinner, on May 13, seems to me to be also pitched in 
the same key. So I am in the very agreeable position 
of being able to attest that the contention for and against 
free trade in gold, money and credit has not by any means 
found the representatives of the great banks all on the 
same side.

In what remains of my speech I had better, perhaps, 
consider as a separate question the present system of free 
trade in gold.

A. FREE TRADE IN GOLD.

The untenableness and absurdities of the organization 
of the international gold market that prevails to-day, as 
Doctor Arendt has pointed out (p. 69b), may best be 
seen in the fact that we have to-day an annual gold pro
duction of 1,600,000,000 marks, and that the demand of 
the United States for 500,000,000 marks toward the end

o Stenographic report of Subcommission II. Remarks of the experts 
on question VL

b Entire commission. Experts on III-V.
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of last year was able to cause such a wide-spread crisis in 
the international money market.

There is also a really dangerous uncertainty in the posi
tion of our domestic gold market itself. Expert Meier of 
Pforzheim said (p. 317 °) that, according to an inquiry 
held by the Imperial Department of the Interior at the 
beginning of the nineties, our industries used up from
30.000. 000 to 40,000,000 marks of imperial gold a year- 
In reality, however, 100,000,000 marks a year are drawn 
by our industries from the Empire’s stock of coin by 
melting. In the last seven years 665,000,000 double 
crowns have been coined in Germany. On the other hand, 
in these seven years manufacturers alone have used
700.000. 000 marks— that is, 35,000,000 more than were 
coined. The gold used in all branches of the German 
jewelry business combined is estimated by the experts 
Eowenherz (p. 319°) and Meier (p. 349“) at from
130.000. 000 to 180,000,000 marks a year.

Then we have also the custom our domestic banks have 
of sending to any foreign business connection, in return 
for the small sum of one-tenth of 1 per cent, any desired 
quantity of our German gold coins— a transportation of 
gold which is to-day very incompletely taken account of in 
the statistics. (This is especially true of the transconti
nental export.)

Freiherr von Gamp was consequently able to sum up 
thus the situation of our German gold market (p. 399) :a 
“ We must not deceive ourselves any longer and suppose 
that we have 3,600,000,000 marks of gold, whereas we 
really have perhaps only 2,000,000,000, or even less.”

a Entire commission. Experts on III-V.
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Now, the partisans of free trade in gold have made the 
following proposals for improving the unfortunate condi
tion of our gold market. In Berlin a new international 
gold market is to be inaugurated, for which Professor 
Lotz, in particular, of the Brentano free-trade school, 
insists upon the necessity of always giving free scope to 
the outflow of gold into foreign countries (p. n8).° 
This free international gold market in Berlin is to be 
created by the removal of the charge for gold coinage; by 
longer grants of interest-free advances from the Reichsbank 
on importations of gold from abroad; by lower freight 
charges for gold on the steamship lines subsidized by the 
German Empire; by an increase of the price paid by the 
Reichsbank for gold; and by the erection of a refinery 
in Berlin (pp. 59-124).0

In criticism of these proposals we may point to the 
fact that even Schinckel and Doctor Wachler (p. 318)0 
arrive at the conclusion that the great need of gold felt 
by our industries should not in the future, as in the past, 
be met in the main out of our stock of 20-mark pieces. 
Nevertheless our industries should not on this account be 
obliged to resort to the free gold market— a point which 
was established by the expert Meier of Pforzheim (p. 318)0 
in the noteworthy observation that “ if every individual 
enters upon the world market to buy gold, gold will 
become dearer even for the Reichsbank.” In spite of 
our present annual production of 1,600,000,000 marks of 
gold the time of the individual buyer seems to be past, so

“ Entire commission. Experts on I I 1-V.
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far as any sensible regulation of the gold market is con
cerned. This is illustrated by the fact that the Reichs- 
bank has declined to deliver gold to those engaged in the 
arbitrage business at the frontiers, and that in 1907 the great 
banks of Berlin refused to draw American finance bills 
(pp. 135® and 141, i76b). In consideration of all these 
points, only one logical conclusion can be drawn— there 
must be a consistent abandonment of free trade in the 
gold business.

The Reichsbank should nevertheless use all available 
means of increasing, as far as possible, our stock of gold. 
But the exportation of gold out of Germany should not 
be free. Every demand for gold which does not accord 
with our economic interests should be refused. In this 
category should be included not only the American finance 
bills and arbitrage at the frontiers, but also the ill-advised 
practice the banks now have of giving to foreign business 
connections, in consideration of a charge of one-tenth 
of 1 per cent, any desired quantity of our gold coins. 
Our bank act of March 14, 1875, needs, therefore, to 
be supplemented by a clause to this effect— that any 
exportation of gold out of Germany in sums exceeding 
a certain stipulated amount shall require the express 
consent of the Reichsbank, on the ground of a better 
protection of our economic interests. Acts contrary to 
the Reichsbank’s decisions on these points, or circumven
tions of such decisions, must be punished in the same 
way as violations of the coiniage laws. Gentlemen, I 
should like to refer in this connection to a remark of

“ Subcommission II. b Entire commission. Experts on I1I-V.
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Doctor Stroll, who said yesterday (I think with great 
truth) that “ coined gold is worthy of state protection.” 
I do not mean, however, that it is worthy of protection 
only against German industries!

Our need of gold for manufactures and trades should 
be met by the Reichsbank exclusively, which in meeting 
this need should practice the greatest possible economy 
with regard to our stock of gold coins. Only on the basis 
of this privileged position of the Reichsbank will reliable 
and continuous German gold statistics become possible.

But the necessary keystone of this discontinuance of 
free trade in gold would be formed by an international 
syndicate of banks of issue for the unified organization 
of the purchase of gold. The world market for gold would 
then for the first time receive a sure basis. Mutual com
petition on the part of the great banks of issue in respect 
to the purchase of gold would thus be obviated. And 
such incomprehensible occurrences as came about last 
year because the United States needed 500,000,000 marks 
of gold would be rendered out of the question hereafter 
under the regime of such a syndicate. It can not but 
seem desirable that Germany should embrace the earliest 
opportunity of bringing about such an improvement in 
the relations of our gold market to the economic life of 
the world at large.

I shall now go on with B.

B. FREE TRADE IN MONEY AND CREDIT.

The great inconveniences that German economic activ
ity suffered in the past year are still the starting point of
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all our thought for the future. I am thoroughly con
vinced that one ought not to judge by exceptional years, 
but I shall endeavor to prove that these exceptional years 
have, in our country, recurred at decidedly regular inter
vals. Hence I should consider the idea that we are now 
forever rid of hardships to be a portentous mistake. The 
considerations that I am about to submit to you lead me 
to fear that within a reasonable time we shall be obliged 
again to face the same situation. This point was very 
effectively made by the expert Bergrat Kleine, of Dort
mund, in the session of May 21 (p. 312 ff.).° Kleine 
referred to the fact that “ at the end of last year our rate 
of discount was 7 ^  per cent, whereas at the same time the 
rate in France was only 4 per cent; in Spain, 5 per cent; 
in the Netherlands, 5 per cent; in Italy, 5 ^  per cent; in 
Portugal, 5 ^  per cent; in Austria, 6 per cent; in Belgium, 
6 per cent; in Norway, 6 per cent; in Servia, 6 per cent; 
in Russia, 7 ^  per cent, and in Roumania 8 per cent.” We 
had consequently the doubtful honor of having as high a 
rate of discount as any country but Roumania, and a 
higher rate than any other except Russia. Moreover, the 
private banks receive a discount 1 per cent higher than 
that received by the Reichsbank, and also make a charge 
of about, on the average, one-half per cent for certain 
extra expenses. So that anyone who could obtain credit 
at the private banks, but not at the Reichsbank, was 
obliged last year to pay 9 per cent discount. In the case 
of building contractors in Berlin, this rate of interest even 
rose as high as 11 and 12 per cent. But it is not only last

a Entire commission. Experts on III-V .
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year, but ever since the foundation of the Reichsbank, 
that we have had a considerably higher rate of discount 
than the countries with which we have to compete. 
During the period from 1886 to 1907 the average rate of 
discount at the Reichsbank was 4.07 per cent; in France 
it was 2.87 per cent; in England, 3.28 per cent; in Aus
tria, 4.17 per cent; in Russia, 5.44 per cent; in Belgium, 
3.29 per cent; in the Netherlands, 3.16 per cent, Thus, 
with the exceptions of Austria and Russia, which do not 
much affect our competition in the world market, all other 
nations have had an appreciably lower rate of discount 
than ours. This high rate for money must necessarily 
have upon our exports the effect of an export tax.

It is also the case that from 1886 to 1907 the rate of 
discount was changed in Germany far more frequently 
than in other countries; that is, it was changed here 116 
times; in France only 29 times; in England, to be sure, 
186 times; in Austria only 40 times; in Russia, 50 times; 
in Belgium, 82 times; in the Netherlands, 52 times. It 
is clear that these frequent changes in the rate of dis
count must have a most disturbing effect upon business 
calculations with regard to other countries.

Finally, another factor enters into the case— that the 
difference between the bank discount rate and the private 
rate is greatest in Germany. It amounted, at one and 
the same time, in Berlin to 1.01 per cent; in Paris to 0.38 
per cent, in London to 0.6 per cent; in Vienna to 0.37 
per cent, in Brussels to 0.48 per cent; in the Nether
lands to 0.34 per cent. We have, therefore, in Germany 
the most unfavorable circumstances in every department
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of the movement of the rate of interest. From this the 
expert Kleine rightly concludes that it is absolutely 
essential to introduce a better order of things into the 
situation.

The advocates of free trade in money and credit (for 
instance, Doctor von Schwabach (p. 316),® in opposition 
to general public feeling on the subject) maintain, to be 
sure, that “ Nothing is more disagreeable to bankers than 
a high rate of discount.” But this assertion is weak
ened by the fact that, at least at critical times, the 
Reichsbank has always had the greatest business success 
when there has been the highest rate of discount. 
[Laughter.]

A v o i c e . Of course, because it is the Reichsbank.
Freiherr von WangEnheim. Thus we have in 1882, 

with a discount rate of 6 per cent, a net profit of 7.05 
per cent of the capital stock; in 1890, with a discount 
rate of 5.5 per cent, a profit of 8.81 per cent; in 1900, 
with a discount rate of 7 per cent, 10.48 per cent profit, 
and in 1907, with a discount rate of 7 ^  per cent, 9.89 
per cent profit. In quiet years this profit was 2 or 3 per 
cent lower. (Reichsbank statistics of the Bank Inquiry, 
I» p. 5.) And, moreover, apart from this, the profits of 
the Government increased from about 15,000,000 marks 
to 34,000,000. Even Geheimrat Riesser, in his well- 
known treatise, Zur Entwickelungsgeschichte der deutschen 
Grossbanken, mentions the fact (p. 54, 2d ed.) that in 
critical times the banks are often able to distribute par-

0 Entire commission. Experts on III-V.
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ticularly high dividends.® It follows that the interests 
of the banks are in this matter sharply contrasted with 
the interests of all the rest of the nation. Any policy, 
therefore, that has the interests of the whole nation in 
view will have to discard the free trade now prevailing 
in money and credit. But since this new system with 
regard to our money and credit business will therefore 
necessarily remove the great evils prevailing in this 
department of our economic life, and since it is admitted 
that these evils are coincident with what economists 
designate as an “ economic crisis,” it becomes necessary 
to give a separate treatment of this concept and its 
attendant phenomena.

THE NATURE OF ECONOMIC CRISES.

From 1857 on, we may count up at least the following 
economic crises, in the modern sense: 1873, 1882, 1890, 
1900, and 1907. If we include the crisis of 1857, we find 
that in the fifty years beginning with 1857 there have been 
six crises, or a crisis about every eight or nine years. 
And according to Riesser the history of the development 
of the German great banks really begins only with the 
crisis of 1857. It has, to be sure, been maintained that 
every crisis is different from every other, and one has to 
admit that two crises are not as like each other as two 
peas. But these differences are only in the outward 
phenomena, not in the inner nature, of the crises. In

o Riesser does not explicitly make this observation, but it can be estab
lished by the material that he gives on pages 53, 54, and 325 of the afore
mentioned book, that at critical times the banks are often able to dis
tribute particularly high dividends.
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their inner nature all crises are alike, as the authorities 
on the subject unanimously agree.

The advocates of free trade in money and credit (for 
example, Roland-Lucke, p. 52 °) maintain again, among 
other things, that we could not do without economic ups 
and downs as a school of mistakes made from generation 
to generation. The answer to this is very simple; such 
a school becomes superfluous when mistakes can no longer 
be made; or it becomes useless for practical economics 
when the mistakes are not corrected. Analogies from 
nature have also been pointed to, from which we are 
supposed to conclude that with all life change is indis
solubly connected. Certainly the concept of life and 
the concept of torpidity are mutually exclusive. We 
opponents of free trade in gold and credit do not ourselves 
wish to remove what is normal and sound, but only what 
is diseased, from present conditions in the domain of 
the money and credit business. If you insist on having 
an analogy from natural science in support of our theory, 
you may find one in the temperature changes of the 
human body. Everyone knows that even the tempera
ture of a healthy man undergoes certain slight variations. 
But when this temperature curve moves up and down 
in sharp zigzags then, in the judgment of the doctors, a 
serious crisis is at hand, after which there is either a 
speedy change for the better or else death. The aforemen
tioned six crises since 1857 show many effects in the vari
ations of the rate of interest, as well as in the variations 
of price, and in the curves formed by the variations of

° Entire commission. Experts on III-V.
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securities is shown this very characteristic sharp zigzag 
motion that takes place in a serious crisis of a disease. 
Our practical politics must succeed in eliminating these 
variations for the future if our whole body politic is not 
to be utterly destroyed.

The same view ought really to be supported by all 
those advocates of free trade in money and credit who 
in the course of our discussion have come forward with 
so much energy in favor of giving the Reichsbank a 
larger share in the foreign-bill business. Their motive 
in doing this was that the rate of foreign exchange might 
be rendered more stable. Very well; but if one wishes 
to bring about greater stability in the rate of foreign 
exchange one must in consistency help also to eliminate 
those characteristic sharp zigzag movements which are 
attached to every crisis. Otherwise one can not escape 
the just reproach of inconsistency. I hope, therefore, 
that for the rest of my speech I may count on the warm 
support of this particular division of the advocates of 
free trade in money and credit. And is not the gold stand
ard supposed to have been introduced in order that a 
measure of value might be obtained which should have 
the greatest possible stability?

But here we meet again with new objections.
1. It is said that it is absolutely impossible to get rid 

of the zigzag movements at the outbreak of a crisis.
2. If the attempt were really made in critical times to 

keep the rate of interest low by artificial means, much 
worse disturbances would result.
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3. Professor Lotz did not see in the events of 1907 a 
crisis, but only a danger signal, since there were not 
many bankruptcies (p. 145).0

4. The automatic regulation of economic development 
through changes in the rate of discount is therefore 
absolutely indispensable.

I shall reply first to the third and fourth objections. 
Anyone who does not belong to the Brentano free-trade 
school will regard the events of the past year also as a seri
ous crisis. In particular the producing classes in town 
and country are agreed on this point. Note also this— it 
is extremely interesting to observe how in this critical 
year agricultural circles, and especially the agricultural 
cooperative societies, were much less in danger than 
were the other trades and professions, and this because 
of the excellent management of the Preussenkasse and 
of the cooperative societies under its direction. In the 
same way experience teaches that the raising of the 
rate of discount, especially last year, completely failed 
to produce the effect expected by the scholars. “ In spite 
of the high rate of discount, 17,000,000 marks of gold 
were drawn out of the country.” (Doctor Brosien, p. 
63.)® “ In the past year gold has flowed into the country 
with the lower rate of interest and out of the country with 
the higher rate of interest.” (Doctor Arendt, p. 39.)° 
And “ each time that the discount screw was tightened 
the demands for credit on the Reichsbank were not dimin
ished, as one would have expected, but on the contrary 
very considerably increased. Since October 29 we have

“ Entire commission. Experts on III-V.
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had a discount rate of per cent, and from November 
8 until the end of the year we had a discount rate of 7 ^  
per cent. At the same time the bill portfolio of the 
Reichsbank was increased by 171,000,000 marks, as 
opposed to an increase of 107,000,000 and 118,000,000 
marks, respectively, within an equal space of time in 
1906 and 1905. And the demands on the Reichsbank 
for loans on collateral have within this period been in
creased by 269,000,000 marks, as opposed to an increase 
of 140,000,000 and 180,000,000 marks, respectively, 
within an equal space of time in 1905 and 1906.” (Lands- 
burgh, p. 255 ff.)a The old scholastic recipe has con
sequently proved itself ineffective. For this reason too, 
then, we are obliged to abandon the course of policy as 
to the Reichsbank that we have thus far pursued.

To the objections given under 1 and 2 above I reply: 
Means that are “ artificial”— that is, not in accord with 
the inner nature of the circumstances— should certainly 
not be employed. It was for this reason that we attrib
uted so much value to the expert investigation of these 
conditions. It was for this reason that this Inquiry was 
instructed to set forth these circumstances as clearly as 
possible before answering the question, What means of 
cure shall be adopted? And here I come up against 
another grievous mistake made by the advocates of free 
trade in money and credit— a mistake that is connected 
with the answer to the other question. From what point 
is the crisis in each individual case to be dated?

N a t i o n a l  M o n e t a r y  C o m m i s s i o n

a Entire commission. Experts on III-V.
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Many seem to agree with Professor Lotz that the crisis 
is identical with the bankruptcy of enterprises. This view 
does not distinguish between cause and effect. The con- 
cept of “ disease” in the scientific sense begins, as every 
one knows, with the setting in of the cause of the disorder. 
And here we opponents of free trade in money and credit 
must be particularly thankful to the expert Herr Kom- 
merzienrat Rinkel, who, in the session of May 12 (p. 59 ff.)a, 
so effectively explained that the crisis begins with the 
too low rate of private discount soon after the last smash. 
At this moment and at this place the natural means of 
remedy must begin to be applied. For the last dictum of 
all wisdom is this: We must endeavor to prevent disease. 
And by far the best social remedy is still prophylaxis. 
If, then, one is looking for a means that is truly “ artificial,” 
one that is not suited to the inner nature of the circum
stances, it is to be found in the present unwise raising of 
the rate of discount, which quietly lets the evil appear and 
then in the acme of the crisis, when little change can be 
made in the whole unfortunate situation, applies an unprac
tical remedy from which only the money dealers derive a 
clear profit, and every one else derives nothing but injury.

I rest my further observations on the following view: 
Our development to-day in the business in money and 
credit is in all respects an unsound one. Hardly has a 
crisis ended with the smash and do matters seem to be 
adjusting themselves in their normal courses when, with 
the excessively low rate of private discount, the germ of 
disease for the next crisis in the economic life is sown.

a Entire commission. Experts on III-V.
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We have to-day in fact no normal, healthy economic con
ditions whatever. For this reason the proper means of 
improving the situation must be applied permanently.

There has been much talk to the effect that times may 
arrive which are difficult to deal with because the Reichs- 
bank and all the great banks are full of money that they can 
not invest. I should like to refer here to a certain aspect 
of our economic situation and to commend it to the very 
particular attention of our banks. Gentlemen, you for
ward to-day, especially through the agency of the banks, 
great quantities of foreign enterprises, and you unhappily 
fail to observe how many opportunites we still have at 
home of investing money at advantageous rates for the 
general economic good. In my own special province, the 
cultivation of the German moors, this becomes very 
clearly apparent. I have always felt positively distressed 
by the fact that German capital now goes outside the 
country in order, for example, to drain the Pontian 
marshes, while up to this time it has been impossible—  
even for me, in spite of the great efforts that I made to 
draw attention to the matter last winter, on the occasion 
of the quarter-century jubilee of the Association for the 
Cultivation of the German Marshes— up to this time, I 
repeat, it has been impossible even to attract the notice 
of our financial circles to this side of our national economic 
life. Please understand— the statistics hitherto have not 
been quite exact— that there are probably in Germany 
over 500 square miles of moor at our disposal, of which an 
extremely small part has hitherto been cultivated; and 
that we could to-day, with a rational system of cultivation,

5 * 6

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8

bring a large part of our heaths to a state of high pro
ductive capacity. Please understand, further, that in a 
very considerable part of the area now used for agricul
tural purposes an enormous increase of production might 
be obtained if we were able, with the money that is now 
invested in foreign enterprises, to do continuous work and 
on really large lines to improve the condition of the small 
agriculturist through the introduction of rational methods 
of agriculture. Precisely at those times when it is often 
very difficult to invest money profitably it would be a 
national duty to spend this money as far as possible in our 
own country and for investments of this kind. It is true 
that the rates of interest will not be exorbitant, but they 
will certainly be able to hold their own in competition 
with the rates on state paper.

What, then, is the exciting cause of the disease in the 
case of our great economic crises? This question also had 
best be answered first by an account of the development 
of the present conditions.

First of all let us describe the course of the economic 
crisis.

As soon as, after the last crash, the confidence of the 
people has been in a measure restored, the great banks 
begin to place money at the disposal of the market at a low 
rate of discount. According to the present system of free 
trade in money and credit, the height of the rate of private 
discount is determined exclusively in the interests of the 
private undertakings of the bank in question. What other 
interests can there be? A foreign state, like Russia or 
Austria, is interested in the consequences of a new issue of
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its securities. Therefore, through the medium of a great 
bank, it places millions as cheap money at the disposal of 
the Bourse. In all these and similar cases the business 
calculation by which a low rate of private discount— even 
lower than the net cost— is brought about is just as clear 
as the actions of the bear on the corn exchange, who sells 
his wares below cost in the open market in order thereby 
to obtain the larger profits from his final speculation in 
corn. A very low rate of private discount is indeed the 
soul of successful flotations. If 4 per cent Greeks are put 
on the market and the rate of private discount is 4 per 
cent then nothing results. But if at such a time money is 
offered at 3% per cent, then the speculators have a business 
opportunity; they may take over the 4 per cent Greeks 
at par and pay with money borrowed at 3 X  per cent. 
The final profit on exchange is an additional advantage, 
and as soon as the period of successful new issues is intro
duced, then the love of speculation is again aroused in the 
people. Their own possessions become weighed down 
more and more with mortgages and loans on collateral, and 
bill credit and current-account credit from the banks and 
from other enterprises, in order that they may avail them
selves of more and more money for participation in more 
and more enterprises of all kinds. At such times money 
is virtually forced upon the people by the credit institu
tions, as was shown especially by the expert Bernhard (pp. 
48-51).° And in case an individual bank does not wish 
to take part in these anxieties of speculation with credit 
it is driven into doing so by competition. This unsalutary

a Entire commission. Experts on III-V .
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influence of competition in the direction of the develop
ment of a more precarious credit, which is of course added 
to by the love of speculation aroused in the people, has 
often been the subject of remark in this Inquiry. Thus 
Doctor Moritz (Eichborn), on page 34,° Von Mayer (Han
nover), on page 53,0 and even the director of the Dresden 
Bank, Doctor Mueller, on pages 55 and 31,0 have spoken 
about it. The last-mentioned speaker shows how the 
banks are compelled through their connections with for
eign countries to grant still more credit abroad, even when 
money at home is dear, for the sake of maintaining these 
business connections. The expert Bernhard was able to 
refer, on pages 21-23,° to the fact that through establish
ments that are offshoots of our banks this granting of 
credit to all the world is greatly furthered by the specula
tion in foreign securities in Germany, and that, according 
to the calculation of the Frankfurter Zeitung, within five 
and one-half years (ending with the middle of 1906) actually
3,500,000,000 marks were spent in introducing foreign 
securities into Germany through our banks. How gen
erally throughout the banking world this excessive and 
unsafe granting of credit has spread like an epidemic may 
be most strongly established by the explicit confession of 
the new Reichsbank President, Herr Havenstein, who says 
that even the Reichsbank itself has in the last two years 
“ often passed beyond the bounds of what is safe in the 
granting of credit” (p. 83). Likewise on page 87:“ “ Our 
whole economic life is built up on credit more and more, in 
a way that is becoming hardly safe.” And he says that on

0 Entire commission. Experts on III-V .
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December 7, 1907, an order was issued to all the offices 
of the Reichsbank directing them to discontinue every 
grant of credit that “ rests simply upon a money-making 
scheme.” It is welL known what terror this order caused 
in circles far and wide, and with what great leniency it is 
therefore applied. Drastic examples of this granting of 
credit even by the Reichsbank are mentioned also by the 
expert Lansburgh on pages 285 and 286.°

Thus whole branches of industry at home and abroad 
owe their existence to the promoting activity of the 
banks and bourses— for example, the Luxembourg iron 
industry. And the look of the business situation in the 
great banks shortly before the general break-up is very 
adequately characterized by Geheimrat Riesser, in his 
book Zur Entwickelungsgeschichte der deutschen Grossbanken 
as follows: “ Sudden increases in the demands for credit, 
which become more and more conspicuous; great and 
finally complete withdrawal of certain bank credits; crowd
ing out of short-time credit through long-time credit; in
creasing prevalence of the extension of bills when they fall 
due; a constant increase in the offerings of second-class 
securities and securities not acceptable for banking pur
poses; the use of banking credit, especially of acceptance 
credit, on the part of industry not for the current needs of 
the trade, but for the payment of dividends or for a con
siderable increase of the fixed capital (increase of invest
ment, purchase of machines, lands, etc.); continued taking 
of advances when the object of the expenditure is either 
not given or else largely concealed; more and more hesita-

0 Entire commission. Experts on III-V .
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tion in calling in at the proper time the payments that 
fall due; large and sudden changes in prices, particularly 
in the prices of raw material and merchandise; finally, an 
excessive number of promotions, reorganizations, and 
flotations, and the institution of a vast number of mere 
subsidiary companies— ancillary and trust companies.”

At this stage it is perfectly clear that the banks can not 
get rid of the spirits they have evoked. All resources are 
tied up. When the heavy obligations involved in the 
great speculative enterprises have to be met, the further 
carrying on of business becomes more and more difficult; 
the claims made upon the central banks of issue become 
more and more disquieting; money on call becomes dearer 
and dearer. Any chance event may now lead to the 
collapse of the whole fictitious system of values. This col- 
lapse then runs its course in the form not only of bank
ruptcies but also of readjustments, of falls in prices of 
goods and stocks, reductions of wages, formations of syndi
cates, and the absorption of the small and the average 
speculators by the large ones— until, after another general 
quieting down, the whole game begins anew with the low 
rate of private discount.

After the collapse, the business life on the Bourse becomes 
just as noticeably quiet as at the time of the springing 
up of speculation it is noticeably feverish in its activity. 
This general absence of business after the collapse is 
quite independent of differences in legislation affecting 
the Bourse. The expert, Doctor Arendt, refers (p. 20)a 
to the fact that on May 11 of this year 300 members of 
the London Stock Exchange were unable to pay their

° Entire commission. Experts on III-V .
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dues. The distress was just as bad in the bourses of 
Brussels and Paris, as well as in Berlin.

Now, for the economic effect of this crisis: The develop
ment to which our social order is tending in consequence 
of this free trade in money and credit is very well described 
by Prof. Adolf Wagner in the words: “ Aristocracy of 
money; yes, plutocracy” (p. 261).° And anyone that is 
somewhat acquainted with the history of the develop
ment of nations knows that this means for every nation 
the beginning of the end. About sixty years ago, accord
ing to this same passage by Wagner, there were in what 
is now Prussia only 100 persons with an income of more 
than 100,000 marks; now we already count 3,000 such 
persons. The part of the population that pays a property 
tax forms every year a smaller fraction of the whole popu
lation. It fell steadily from 14.14 per cent in 1895 down to 
13.78 per cent in 1905. The first 10,000,000,000 marks of 
property was still owned in Prussia in 1896 by nearly
3,000 persons. In 1905 the first 10,000,000,000 was found 
to be divided among only 1,500 individuals. . While the 
whole wealth of Germany has increased by at most a third 
since the beginning of the seventies, the capital com
manded by the great banks of Berlin has within the same 
time increased tenfold. And this gigantic power is 
wielded, according to the testimony of the expert Hey- 
man, of Berlin (p. 6),a by 12 or 13 people. Already in 
1905 385 German industrial syndicates, comprising 12,000 
establishments, were connected with these great banks. 
While wealth is thus being concentrated in fewer and fewer

0 Subcommission II.
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hands, the number of workmen in the trade unions in 
Germany has, according to the expert Kleine (p. 313),° 
increased from 3,473,000 in 1886 to 8,625,000 in 1907—  
that is, in twenty-two years there has been a 248 per cent 
increase in the number of wageworkers. With the more 
and more widespread eagerness of the people for specula
tion and for pleasures, to which already half the wealth 
of the German people is devoted in the form of stock- 
exchange securities, the migration from country to city 
stands in the closest causal relation. Prof. Adolf Wagner 
has pointed out that by this extension of plutocratic rule 
the movements of the population are also controlled. 
According to the material collected by Professor Ruhland 
in his System (vol. 3, p. 173 ff.), the population is also 
affected by the plutocracy in such a way that it ceases to 
increase. The fact that to-day no one thinks any longer 
of economy has been the subject of repeated complaint in 
the inquiry, as by Menck (p. 322)®, but in especial by 
Bank Director G winner (p. 177)“, who said: “ Everyone has 
considered himself richer than he is, and all have spent 
more than they could afford. There has been no lack of 
work; but there is even now a lack of economy.” The 
deceptive idea of “ being richer” is, however, particularly 
called forth through the influence of speculation upon the 
course of prices; only in this way could the prices of the 
securities dealt in on the New York Stock Exchange have 
lost in the past year $4,000,000,000, or 17,000,000,000 
marks. The middle class is in a situation of greater and 
greater difficulty. Money is drawn away from the prov-

a Entire commission. Experts on III-V.
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inces and from the middle class and applied to large enter
prises, as the expert Marwitz (p. 45)“ has in particular 
established. In consequence of crises a more or less large 
number of day laborers are thrown out of work, while pre
viously not enough could be done, working day and night.

But the phenomena of international economic compe
tition may also be traced back to those international 
establishments for the opening up of new lands, which, 
after each year of crisis, go into the world market 
with excessively cheap offers, and thereby cause those 
phenomena of overproduction from which the agriculture 
of central Europe has had to suffer so much. (See the 
special investigation of the subject by Prof. Dr. G. Ruh- 
land.) The character of the agricultural competition of 
the United States may be most briefly indicated by the 
fact that from 1856 until the present time the American 
railroads have been insolvent to the amount of about
42,000,000,000 marks, of which European capital formed 
at least a half. Finally, mention should be made in this 
connection of an expression of Field-Marshal Count 
Moltke, which is to be found in the preface to the popular 
edition of his book on the Franco-Prussian war, and 
which reads as follows: “ The great conflicts of modern 
times break out contrary to the will and the wish of the 
rulers. The Bourse has in our day acquired an influence 
so great that it is able to call an armed power into the 
field to fight in its interests. Mexico and Egypt are 
invaded by the armies of Europe in order that the demands 
of high finance may be liquidated.” Since then our wars

“ Entire commission. Experts on III-V.
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have become “ money wars.” Note, for example, the 
Spanish-American war, the Boer war, the disturbance in 
China, the conflict with Venezuela, the Russo-Japanese war, 
etc. This is the horrible reverse side of what is generally 
described as our modern strong position in the commerce 
of the world, attained through the international relations of 
our banks. And this is the aspect of the case which Bank 
Director Mueller of the Dresdener Bank has not set forth.

And now for the question, What is the exciting cause of 
the disease in our modern economic development?

It is very far from my mind to cast the blame for our 
economic crises upon any individuals whatsoever. Who
ever has concerned himself somewhat seriously with 
historical problems knows that not persons, but ideas, 
bear the real responsibility. We have been living since 
the beginning of the fifties, and especially since the 
beginning of the seventies, in the age of free trade in 
money, gold, and credit. And the effects could not have 
been other than what they have been. Meanwhile, how
ever, we recognize more and more clearly that this path 
leads to no good end. And so the days of free trade in 
gold, money, and credit must also be numbered, just as 
the days of the vassal state and of absolutism were num
bered. All those, indeed, who conceive the task here set 
before us in the sense I have indicated, who recognize this 
as the true situation, and who nevertheless do not do what 
they can to introduce the new and better order of things 
which the case demands— all these will assuredly render 
themselves personally responsible for all the economic ills 
that will consequently overtake the German people.
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The true cause of all our economic crises can no longer 
be the subject of any doubt after what has been premised. 
It lies in the great abuse of credit for uncertain and there
fore unsound speculative purposes. I will not here 
devote any more exhaustive discussion to the meaning of 
“ speculation.” Every expert knows what sort of specu
lation I have in mind. It is empty speculation in the 
broad sense, which creates no values, but only transfers 
values created by others. This transference of values 
extends to the products of others’ labor in the past, the 
present, and the future. Connected with all this is the 
fictitious creation of values, whose soap bubbles tend to 
burst more or less completely in every crisis.

The symptoms of this reprehensible misuse of credit have 
all been rightly described in former discussions of the sub
ject. Bank Director Gwinner spoke on page 97 a of the 
precipitate tempo of our development, wThich leads to the 
mischievous custom of putting up new factories out of 
borrowed money. Prof. Adolf Wagner (p. 33) b and 
others have referred to the feverish haste of our economic 
development, which discounts in the present the product 
of labor that is only to be performed in the future, the 
result being always that after a few years the cart gets 
stuck in the mire. In particular the order of the president 
of the Reichsbank issued on December 7, 1906, establishes 
a sharp distinction between sound and unsound credit, even 
though it has reference immediately only to bill credit. 
The bank officials are instructed to subject the bills to a * 6

a Subcommission II.
6 Entire commission. Experts on III-V .
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very careful test with regard to their business origin. 
Those bills which are drawn for the purpose of perma
nently acquiring working capital, not to speak of those 
which are based solely on money-making manipulations, 
are to be treated with great circumspection. The object 
should be to accept only bills that are sound, that are 
based on actual business transactions, and to reject 
factitious paper. Rembours bills the Reichsbank has 
never refused to buy, but it has refused to buy drafts by 
foreign banks upon domestic banks after it has been 
found upon closer investigation that it was a matter of 
finance bills (p. 305).“ The president of the Preussen- 
kasse, Doctor Heiligenstadt, sought therefore (p. 136) 6 
to express the distinction here in question when he dis
tinguished between covered and empty bankers’ bills. 
The expert Bernhard emphasized in this connection the 
point that the certainty that bills will be redeemed can no 
longer be taken as the principle by which to judge them, 
since it has been found by experience that the bills which 
in general are most sure to be paid are always the fictitious 
bills, the pro forma bills, and the accommodation bills. 
But if the origin of credit from sound economic processes 
is absolutely required for its justification, then all empty 
and speculative demands for credit are at once seen to be 
unjustified, and with them also the business of dealing in 
bills (p. 147).“ Freiherr von Gamp has observed in a 
number of cases (e. g., pages 140, 157, and 295 a) that not 
only unsound bills, but also unsound credit on collateral

a Entire commission. Experts on III-V.
b Subcommission II.
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loans, if it stands in no relation to sound business pro
cesses, should be ruled out. Bank Director Gwinner 
called attention (p. 176 a) to the fact that in recent years 
almost everybody has universally regarded it as sound busi
ness to take their stocks to the bank and speculate with 
the money advanced on them. Thus even the well-to-do 
rush into debt to slake their thirst for speculation, and 
often do so to the very limit of their capacity. This must, 
of course, lead to a serious crisis, with unbearably high rates 
of discount, which in turn render it extremely hard for 
productive industry to make progress. For this reason 
this kind of business must be characterized as unsound. 
Doctor Arendt rightly laid stress on his idea that the 
international business in speculation is a much more 
decisive factor in determining our balance of payments 
than the whole volume of our trade (p. 20) °. Our national 
economic situation suffers, according to the expert testi
mony of Leiffmann (p. 15),° Bendix (p. i6),a Kaempf 
(p. 18),0 Fischel (p. 37),0 and others, under an adverse 
balance of trade. It will also, therefore, be necessary in 
the international business in payments and demands to 
test the origin of the demands (causa debendi) and decide 
whether they are of a sound and economically justified 
character. And, finally, it is indispensable that we at 
once subject to a careful revision the whole body of prin
ciples of our banking policy, including the provisions of 
our bank act of March 14, 1875. If it is customary, as 
Adolf Wagner says it is, for the great banks to go on doing 
business with the last available penny (p. 1726), this may

oEntire commission. Experts on III-V . b Subcommission II.
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seem permissible according to an extremely individualistic 
conception of the activities of banks. But as soon as we 
recognize with Geheimrat Riesser that there is a growing 
tendency for the activities of banks to be molded by 
public regulation, then we must see that the principle of 
“ getting something out o f” the last penny forces us 
necessarily into unsound and economically dangerous busi
ness, and is very largely the true cause of the constant 
reappearance of the germ of our disease— the gross misuse 
of credit for unsound speculative purposes. The same 
consideration holds for section 12 of our bank act, accord
ing to which it is provided that the Reichsbank has to look 
after the utilization of its available capital, and is directed 
to regulate the circulation of money only within the 
Empire, and to facilitate the balancing of payments. 
These provisions must clearly be essentially modified if 
free trade in gold, money, and credit is at length to be 
abolished. The utilization of available capital should 
manifestly be limited by the presence of sound, economic
ally unobjectionable demands for credit. The facilita
tion of the balancing of payments should be directed 
only toward such payments as are proved to have an 
economically justifiable origin. And the regulation of 
our gold and money affairs must obviously extend beyond 
the Empire, since it is now precisely international business 
that has such an injurious effect upon our economic 
condit:ons in consequence of an unwise regulation of that 
business.

Only upon the basis of these principles can our eco
nomic life be gradually cured of its 11s. The rejection
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of unsound speculative credit stands in the closest rela
tion to the general and very dangerous indebtedness of 
the people. With the rejection of such credit all those 
efforts are bound up which are directed toward the intro
duction of a cash system into the business world. All 
the different efforts that are made to relieve landed prop
erty of its debts are also connected with this. When 
new constructions and extensions of old ones, and, of 
course, the distribution of dividends and shares, have as 
a basis an actual corresponding amount of money or 
property, when the buying of stocks is restricted to the 
accretions caused by our economy, and wdien all demands 
for credit have a foundation in legitimate business, then, 
and not until then, will the rate of discount exhibit a 
quiet and steady downward movement; then, and then 
only, will a constant, ample, and cheap supply of money 
be available for the purpose of encouraging productive 
labor in town and country; then, and then only, shall we 
be freed from the worry over an adverse balance of trade; 
then, and then only, will that unsound, precipitate, fe
verish energy disappear from our business life, that energy 
which has increased the capacity of certain industries 
until they now produce ten times the quantity for which 
there exists a real demand; then, and then only, will 
this state of things give place to a quiet, but even and 
constant, progress. Every one knows that one makes 
much more progress in walking by taking good, even, 
steady steps than by short runs and long pauses for get
ting one’s breath. The lower classes have, it is true, 
profited considerably from the existing system, but they
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have to be subject to the frightful risk of periodic unem
ployment. The independent middle class is to-day no
ticeably deteriorating. Riches are concentrated more and 
more in a few hands, and here they serve only too often 
to bring about ruin. The reform I have advocated is 
directed toward steadily encouraging the constant, but 
for that very reason more and more rapid, progress of 
all parts of the working population. If at the same time 
the seeking for pleasure and the rage for speculation 
should retreat step by step, this would be pure gain for 
our body politic.

CRITICISM OF THE FREE-TRADE PROPOSALS 
OF REFORM.

Our latest development in the domain of the money 
and payment business was criticised by the expert Doc
tor Arendt (p. 80 a) in the following words: “ If by means 
of checks and post-office savings banks and small notes 
and all such methods we diminish the reserve gold cir
culation in the hands of the people, then we lose security 
in critical times and we find ourselves in the situation of 
having our whole coinage system rest on nothing but 
paper.” Kommerzienrat Rinkel has especially pointed 
out (p. 6i)a that through the law concerning checks the 
banks are given the extremely important privilege of car
rying on a stamp-free business in checks, without reference 
to assets. “ Every banker in a crossroads town can have 
checks drawn upon him against which there are no as
sets. But when a check is drawm on Krupp, that check

° Entire commission. Experts on III-V .
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must be stamped. This is a privilege of the banks as 
distinguished from all other tradespeople. But if the 
banks have the privilege of putting out into the world 
the check, which is after all a substitute for the bank note, 
then everyone must admit that the same guaranty may 
properly be demanded of them as is demanded of the 
notes of the Reichsbank, which must be covered by gold 
to the extent of one-third.” It is very plain that the 
modern facilitation of the payment business harbors the 
frightful danger of our falling more and more into the 
general habit of accumulating debts and into the very 
regrettable misuse of credit for unsound purposes. So 
much is said and written nowadays about financial 
mobilization. At any rate, this very dangerous general 
indebtedness is in sharp contrast with any such mobiliza
tion, even for the rich. In this way years must come in 
which every declaration of war is followed by the imme
diate bankruptcy of great departments of our whole eco
nomic system. And the next crisis, upon which, to 
judge from our experience, we may count in about eight 
years if the present system is retained, will necessarily 
be even more serious than the last. The recent laws 
directed toward the facilitation of payments absolutely 
require important supplementary clauses calculated to 
prevent a far greater misuse of credit than any we have 
hitherto experienced.

One of the members of the commission, Herr Fischel, 
defended (p. 325®) the placing of foreign loans in Germany 
on this ground: ‘‘ We need an increasing indebtedness of

a Entire commission. Experts on III-V .
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foreign countries to ourselves in order to be able to pay 
for our increasing importation of foodstuffs.” Now, by 
far the greater part of the people pay for their bread with 
the earnings of their labor, not with interest on debts 
which foreign countries transmit to us. If, therefore, 
Herr Fischel has at heart the nourishment of the German 
people, he must first of all help to prevent the interrup
tion, through crises, of the opportunity of Germans to 
work; and he must help to bring it about that, when new 
agricultural countries competing with ours are opened 
up— as in the case of Mesopotamia— the mass of our agri
culturists do not fall into new distress. Under these cir
cumstances we shall earn more at home, and shall at least 
be better able to pay for our bread than we are with these 
periodic crises and a somewhat larger indebtedness of 
foreign countries to us. Since we can not have both—  
that is, both an increasing foreign debt to us and a con
stant opportunity at home for work and for production—  
it can hardly be questioned which policy is the better for 
the German people, not counting the banking class.

A good deal of space has been given in our discussion 
to the question of whether the Reichsbank ought to make 
more of a custom of buying up foreign bills than it has 
hitherto done. And on May 12 of this year the Reichs
bank had already in its possession foreign bills to the value 
of 112,000,000 marks, whereas last year at the correspond
ing time its foreign bills amounted to only 36,000,000 
marks. The buying of bills such as these, drawn upon 
foreign countries and paid in gold, ought to furnish to 
the Reichsbank the means of rendering our rates of
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exchange with foreign countries more stable, and of 
obtaining gold from them in time of need, when a crisis 
is approaching— for instance, in case of war. The Austro- 
Hungarian Bank seems to have been in recent years par
ticularly successful in thus keeping its rates of exchange 
tolerably stable. But in dwelling upon this we forget 
several things. We found out last year by experience 
how hard it is to obtain large sums of gold from the free 
market of foreign countries. The United States needed
500,000,000 marks of gold. This threw half the world 
into serious financial difficulties, and France, Germany, 
and England had to combine— at a perfectly peaceful 
time, too— in order to collect this amount of gold. It is 
certainly difficult to imagine how, after a declaration of 
war between European powers, the billions that will be 
consumed in the first European war are to be raised in 
like manner without an economic catastrophe extending 
over half the world. The expert Eowenherz, a banker in 
Berlin, has for this reason very aptly declared that the 
purchase of gold is without a doubt to be preferred to the 
purchase of bills. Gold is a palpable and everywhere 
available means of payment, while bills are a promise to 
pay at some future date. Prussia has hitherto held to the 
safe principle that only ready money is to be counted as 
forming part of the preparedness for war. Would it be 
well for the German Empire now to adopt the custom of 
counting promises made in foreign countries to pay at some 
future date— promises the fulfillment of which requires, un
der certain circumstances, the mediation of business friends 
in neutral states, since in case of a war with England the
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English banks will certainly not be willing to give to the 
enemy the unmistakable support of honoring its bills 
with gold? And how little would this foreign-bill policy 
avail in face of an economic crisis! The real efficient 
cause of crises— the misuse of credit— is left free and 
unrestrained, while we buy through the Reichsbank some
100,000,000 marks of foreign bills, in order to palm them 
off on foreign countries by way of a slight mitigation when 
the rate of exchange on our bills is rising. Essentially, as 
the expert Lowenherz again explains in the passage I have 
mentioned, the purpose that these bills serve is that of 
satisfying the speculative demands of high finance. The 
more foreign bills the Reichsbank buys the more bills 
can our great banks draw on their affiliated establish
ments and business connections abroad. The whole (os
tensibly preventive) foreign-bill policy of the Reichsbank 
will consequently have the result that so much the greater 
quantity of empty bills are drawn by us upon foreign 
countries. It is, therefore, difficult indeed to see where, 
outside of great-bank circles, the advantage of this policy 
of the Reichsbank comes in.

THE REMEDIES I PROPOSE.

Bank Director Gwinner— who, on page 99,° admitted, as 
a farseeing politician, that there is some confusion in our 
banking business, that the exaggerated tempo in our 
economic development is matter for regret, and that con
sequently something must be done— wished that we might 
have clear and simple laws and intelligent judges. With 
this demand I have but to express my complete agree-

a Entire commission. Experts on III-V .
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ment. Nor should any blows be directed at the great 
banks, as Gwinner fears they will be. For the matter in 
question is, as I have already explained, not a condemna
tion of individuals, but the introduction of a new idea. 
But if the receipts of the banks should be diminished 
through a radical prohibition of unsound speculation, then 
with the great concentration of the banking business that 
exists to-day there is nothing to prevent us from intro
ducing an increase in the rates of commission for all regu
lar banking work— at least an increase to the point at 
which they stood at the beginning of the sixties. But as 
for the promised virtue of self-restraint on the part of the 
leaders of the banking world, much as I value this virtue in 
particular instances, I can make but little of it as a con
tribution to my proposed reform. As was the case in the 
large industries before the legislation for the protection of 
the workingman, so in banking, too, free competition tends 
toward a deterioration in business habits and customs. 
Here, too, therefore, legislation must step in to help and 
improve. Nor is this anything of an innovation— a point 
upon which Prof. Adolf Wagner has already laid stress in 
the course of the discussion. By the bank act we took 
away the freedom of the private banks of issue. Through 
the establishment of the gold standard we abolished free 
coinage of silver. We have special public regulations for 
the mortgage banks, the cooperative societies, and the sav
ings banks. Furthermore, we have lately by law— espe
cially by the check law— granted to the private banks new 
and decidedly important privileges. Our State would be 
committing an actual neglect of duty if, after the experi-
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ences of the last crisis, it did not take charge of bringing 
better order into our dealings with gold, money, and credit.

All the details of my programme I have already given in 
the course of my speech. Nothing remains now for me to 
do but to sum them up.

The principle of the reform consists in the abolition of 
the present freedom of trade in gold, money, and credit. 
My proposals for the better management of the business in 
gold are given under A. Here I shall confine myself to 
proposals as to the money and credit business.

In this direction there is above all a most pressing need 
of a rational restriction of the utterly inordinate amount of 
our debts. This restriction must proceed on the lines of the 
demands made by sound, legitimate business in our own 
country. Credit must be refused to all baseless specula
tions of whatever kind. We must break away from the 
principle of banking management that prevails to-day, 
that all available means must be profitably invested. 
The credit business must be managed in accordance with 
the demand for credit for legitimate operations. Any low
ering of the private rate of discount below the Reichs- 
bank’s rate of discount in order to stimulate speculation 
must be prohibited, as a matter of principle. The rate of 
private discount must be fixed in accordance with the rate 
of discount at the Reichsbank. The present unrestrained 
liberty of flotation of domestic and foreign securities must 
also cease. And in the bill business, as in the collateral- 
loan, check, and current-account business, proof must be 
demanded in every case that there is a foundation in the 
shape of sound and bona fide business.
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In the general economic life the transition from the 
present state of affairs must be managed with as great care 
as was used by the Reichsbank administration on the occa
sion of the recent cleaning up of its stock of bills. It will 
therefore not be possible to confine ourselves here to the 
proclamation of new laws. It is almost more important to 
create a special organ, an independent central office, as a 
department of control, as was proposed by Professor 
Fassbender in his written opinion on page 280,° and by 
Prof. Adolf Wagner years ago when he was writing about 
the control of issues. This office must be placed under the 
direction of the chancellor of the Empire and provided 
with all powers that are suited to its great task— the task 
of preventing for the future the recurrence of general 
crises in the domain of money and credit. For this pur
pose there should be a concentration upon this office of 
the whole administration of justice, so far as this problem 
is concerned. This office should further be required to 
make each year a public report with practical proposals 
for the supplementing of its powers with reference to the 
task assigned to it. Experience will show in a few years 
whether the right men have been appointed for this office 
or not.

Finally, there must be created a very thorough and 
widespread public understanding of the whole traffic in 
gold, money, and credit in its relations to sound business 
transactions and to unsound speculation. This must be 
accomplished by means of prescribed yearly accounts, 
bimonthly accounts, and running reports of the more

a Subcommission II.
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important business of the day. On the basis of the 
international syndicate of central banks of issue which I 
have suggested, a better regulation of the international 
payment and credit business would be easily arrived at.

Finally, I should like here to touch for a moment upon 
an old pet scheme of mine, which Herr Geheimrat Freiherr 
von Gamp has already brought forward so ably in the ses
sion of May 20. I think that there might be a combina
tion of all those banks which already have the character 
of deposit banks (there are, according to the incidental 
remark of the president of the Reichsbank, already about 
twenty of them) and of all those persons or corporations 
and offices who might be willing to enter by a special 
declaration into a specific obligation to refrain, for a con
siderable period of time, from all speculative business in 
state securities— that there might be formed a combina
tion of all these for the purpose of dealing in 3 ^  per cent 
state paper on the basis of the nominal value. Then this 
class would at least be sure to lose nothing henceforth 
through changes in the price of such paper in the open 
market. This paper would, of course, have to be ex
cluded by law from being dealt in on the Bourse.

Gentlemen, such are the proposals I wish to make to 
you. I know that they will not meet with any excessive 
cordiality at your hands. But I have considered it to be 
my duty, in the interest of those portions of the people 
which I represent and whose ideas I have here expressed, 
to have these general views embodied in the report of our 
proceedings. It may be that in the Reichstag they will 
meet with approbation and fulfillment.
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Doctor R i e s s ER. I wish first of all to declare that I  

consider it to be out of the question— and I, for one, must 
refuse to join in such a discussion— that we, who have 
been called together to express our views only upon par
ticular stated subjects, should give voice to our opinions 
as to the right and wrong of an economic system that is 
a complete departure from that we have thus far had— a 
system which would shove back the whole of our present 
economic arrangements to the happily bygone conditions 
of earlier times, in which Berlin was a village and Ger
many a geographical concept and a quantite negligeable. 
I think, therefore, that the circumstances demand that 
we refrain here from going into the details of this proposi
tion, and that we wait and see whether the arguments 
have sufficient convincingness and inner worth to per
suade any considerable portion of the nation that, in spite 
of the fundamental changes that have taken place mean
while in our whole economic situation, we must give up, 
without regard to all previous successes, the whole eco
nomic system that we have been pursuing, and must go 
over to the new system which has just been explained 
to us.

I wish to make another observation. Since Freiherr 
von Wangenheim has himself stated that the memorial 
that he has read to us was drawn up partly by himself and 
partly by another, I will not suppress my conviction that 
the greater part of this memorial, as seems to me to be 
proved by the evidence of many quotations and the 
repetition of diverse cherished ideas, owes its origin to 
Herr Professor Ruhland-----
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Freiherr von  W an gEnhEim . That is so.

Doctor R ie sse r . Who has, indeed, already had the op
portunity, as an expert, of developing his views here— I may 
say, by the way, that he did so against sharp and effective 
opposition, and that I, too, can not fall in with them—  
and who has now simply repeated these views of his.

Whereas in his text-book he lays down the proposition 
that whoever puts forward new economic ideas that are 
of value to the community should receive not only a 
patent free of charge, but also a compensation from the 
State, he will not be surprised, after what has been said, 
if I for my part am convinced that the advocacy of the 
views expressed in the memorial will hardly avail to 
establish a claim to a free patent and state remuneration.

And one more personal word. As I have already 
explained to Herr Professor Ruhland himself, I stand by 
every word that was quoted by him on a previous occa
sion and by Herr Von Wangenheim to-day from my 
book Zur Entwickelungsgeschichte der deutschen Gross- 
banken, in so far as my words have been rightly 
quoted, and have not been torn from their context in 
order that they might be made to prove something quite 
different. In particular, I wish expressly to assert that 
I can not subscribe to the view— still largely entertained 
by the parties interested— of our banking system as 
purely individualistic and a matter of private business, 
a view which, as is evinced by the drift of opinion among 
a section of our manufacturers, is not at all identical with 
the “ free-trade” position with which it has been con
founded in the memorial. On the other hand, I must
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affirm just as emphatically that the exaggerated views 
regarding state socialism entertained by Professor Wagner 
and others appear to me fraught with just as much danger 
as the exaggerated theories regarding the noninterference 
of the State in private undertakings. I must, however, 
protest energetically against my. being misquoted. This 
applies to the assertion, which I am alleged to have made, 
that banks pay out especially large dividends at a time 
of financial crisis, the implication being conveyed that the 
banks are eager to make the most of financial crises and 
that they even welcome them. I acknowledge my 
children, but I am not obliged to let children be put off 
on me, and this is a changeling that I never brought into 
the world. [Laughter.]

The Chairman. Herr Geheimrat Wagner will be per
mitted to make a personal remark.

Doctor W a g n e r . My name is frequently mentioned, 
gentlemen, in the document of Herr Von Wangenheim. 
I shall not deny that in the main the opinions I entertain 
are correctly stated in it. There is only one point about 
which I am in doubt. I am unable just at this moment 
to settle the matter. It is something about an expression 
which is mentioned as having occurred in a treatise pre
pared by me many years ago. I shall leave the point 
undecided. I can not deny that I share certain funda
mental views which the speaker has propounded.

On the other hand— this I shall say merely by way of 
an addition to a personal remark— I consider it utterly 
impossible, unless we are willing to sit here for weeks and 
months, for a commission like this to enter into a minute
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discussion of the subject that has just been brought up. 
We are asked to deal with a very far-reaching pro
gramme, in favor of and against which many arguments 
can be adduced, but a thorough discussion of which at this 
time and place is impracticable. I believe I have not mis
conceived Herr von Wangenheim’s purpose in supposing 
that he merely desired to submit a memorial to us 
[movement of approval], and as such, as an expression of 
his fundamental views, I consider his paper excellent.

Mr. SchinckEE. I intended to take the floor merely in 

order to add a brief remark to what I stated yesterday. 

I must, however, say a few words with reference to what 

we have just heard.

It is not my intention, of course, to enter into the 
details of this memorial, which sets so ambitious a pro
gramme before us. It has been asserted that the author 
of it is Professor Ruhland himself. But the fact remains 
that it was presented by our worthy colleague in this 
commission, Freiherr von Wangenheim, and he has cer
tainly appropriated it. It is therefore due to him that 
we define, however briefly, our position with respect to 
this matter.

I must say that this memorial has come as quite a shock 
to me, not because I can not bear the burden of the 
reproaches which it heaps upon all those who have a 
share in our present-day economic activities, but because 
it is an evidence to me that our hopes that the discussions 
of this commission might bring about a compromise be
tween conflicting opinions have been shattered. There 
is an unbridgeable chasm between the views expressed
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in this memorial and those held by me and many mem
bers of this commission

I need not say that I have no personal pique in this 
matter. It is my purpose merely to call attention briefly 
and calmly to some points which, in my opinion, ought 
not to be allowed to go uncontroverted.

Freiherr von Wangenheim affirms that agriculture is 
in reality the sole agent of production. I had flattered 
myself that I had proved pretty conclusively yesterday 
that trade is also productive. There is no use in my 
going further into this matter. I do not believe that 
Herr von Wangenheim would understand me. But Herr 
von Wangenheim has also asserted that industry is 
not an agent of production, but that it is in reality a 
business whose aim is to impart superior quality to the 
commodities produced. Herr von Wangenheim will per
haps be kind enough to admit, then, as an agriculturist, 
that agriculture is nowadays also a business that simply 
improves the quality of things. Industries manufacture 
from the raw materials articles of consumption. Agri
culture is not capable of doing anything else. It sows 
and reaps. In between, however, is the operation of 
imparting quality. That kind of agriculture which 
would be content to-day with letting everything grow as 
it pleases would be sure not to produce anything. Agri
culture is also obliged nowadays to make use of extraor
dinary means in order to improve its products, such as 
artificial manures, machinery, etc. But, as it is, agricul
ture— that is a point on which to lay special stress—  
will never succeed in producing more than what will
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just cover its expenses unless it is willing to concede to 
trade the rank and importance which it actually possesses 
and which agriculture, for some unfortunate reason, has 
continued to begrudge it. Agriculture can no longer 
exist— at least it can not produce a surplus for the good of 
the German people— unless it enlists trade in its service.

This brings me to that remark about the cultivation of 
our moorlands, which stirred my sympathies so power
fully. Well, what is it that hinders so greatly the culti
vation of our heaths and moors? Why, the lack of means 
of transportation, and nothing else; and it is the agricul
tural interest itself that, for reasons which I have hitherto 
been unable to fathom, sees to it that no more canals are 
constructed and that the question of transportation is 
denied the consideration which it deserves. I protest 
against the charge that German capital is not sufficiently 
interested in such matters. On the contrary, too much 
money is paid out for value received in undertakings of 
the kind in question. To begin with, excessively high 
prices have to be paid for the estates, as well as the heaths 
and moorlands, that are to be bought. To this must be 
added the fact that the wages of laborers are much too 
high, which is a great obstacle to the carrying out of the 
necessary projects.

So much for agriculture. I do not care to go into 
details.

What impressed me most painfully was the idea that 
our money, our gold, and our credit are henceforth to be 
placed under a protective tariff. Well, if the agricul
tural interest were actually to succeed in bringing this
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about, it would, of course, be the end of all things. It 
would mean nothing more or less than the sacrifice of 
our monetary standard, for which we have striven and 
fought so hard, and for the sake of whose maintenance 
and proper guardianship on the part of the Reichsbank 
we are assembled here. If this policy, which is urged 
upon us from the standpoint of the agricultural interests 
pure and simple, should be approved in Germany and 
put into practice, then we might as well at once abandon 
our international trade altogether. This is the object 
that is actually aimed at.

[Protest from Freiherr von Wangenheim.]
Yes; and what would happen if we had no longer any 

foreign commerce? Then we could sell our ships and 
abolish our embassies and consulates in the countries 
across the seas, and we should have to revert to the 
primitive condition of an agricultural state, to the condi
tion of a country like Servia. This complete isolation 
from the world would be disastrous, not only to our agri
culture but to the German people. Of course the antici
pated low rate of interest would not be realized; on the 
contrary, if we shut ourselves off from the outside world 
and mean to rely entirely on our own resources and to make 
our living out of agriculture alone, then we shall witness in 
Germany a rate of interest as high as that which at pres
ent obtains in such agricultural countries as Servia. The 
result of such a policy of isolation would be that our 
German people would have to starve.

I say “ our German people,” because I protest stoutly 
that we are just as much the representatives of the Ger-
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man people and have its welfare just as much at heart as 
the agriculturists. [“ Quite true!”] It is being dinned into 
our ears that only the gentlemen who are advocating this 
agrarian policy in such an ultra fashion are the represent
atives of the German people. I must protest emphatically 
against this.

Another thing that I have to protest against as a bank 
manager is this holding up of the Preussenkasse as a 
model to us. The gentlemen who are especially interested 
in this fund are in the habit of asserting on every occasion 
that it has rendered great services to them. I am happy 
to hear this. But the Preussenkasse is not at all a private 
banking institution, but an institution subsidized by the 
State, which there is no sense in holding up to us as a 
model. Another charge that was brought was the spas
modic manner in which credit has been granted. Where is 
the granting of credit done more spasmodically than in 
the case of the Preussenkasse? Every couple of years it 
was found necessary to increase the capital fund paid in 
by the Prussian Government in the way of a subvention, 
in order to meet the ever-increasing demand for credit. I 
deny emphatically that the granting of credit by the Preus
senkasse is based upon a better and more solid foundation 
than is the case with our great banks. Of course, opin
ions may differ. My humble opinion is that the solidity 
which is attributed to the Preussenkasse and which is 
supposed to rest altogether upon the joint responsibility 
of the cooperative institutions is not such a sure thing as 
it seems, because naturally the element of personal credit 
is more largely involved in the cooperative institutions
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than in the case of our credit operations. That the 
Preussenkasse may have been of great service to the agri
cultural interest I do not mean to dispute. But we insist, 
and shall continue to insist, on our position that the 
first requisite of a bank of credit conducted in the interest 
of the public is that it shall stand on its own feet and not 
have to be subsidized by the Government. For if the 
principle of government subsidies were universally intro
duced into business, we should have a socialistic state. 
We should moreover soon have a state in which there 
would be nothing left to subsidize.

To have a lecture read to us such as is contained in 
this memorial is a very wholesome thing. It is very 
good to be compelled once in a while to listen to some
thing of the kind. I should just like to say, however, 
that the State, as such, unfortunately does not as yet 
derive its revenues from agriculture— I am an agricul
turist myself— but on the contrary would relapse into 
an insignificant nullity if it had to-day to rely upon the 
revenues which agriculture affords. The national reve
nues, the taxes, etc., that are raised at present, are de
rived in the main, as everyone knows, from manufactures 
and commerce. This fact ought to receive greater recog
nition in all our discussions. But we are not thinking, 
as I said before, of a national subsidy.

It is clear to my mind that everything that Freiherr 
von Wangenheim has propounded to us is in reality a ne
gation of all that we have discussed and advocated in this 
assembly. If it were actually a fact that agriculture alone 
looked after the interests of the German people, the thing
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would have such a depressing effect upon us that we 
could all do no better than to quit work and retire to the 
country, or, if that were impracticable, to emigrate.

Another assertion that was made was to the effect that 
a high rate of discount is just what the banks desire. I 
have stated here on every occasion that the banks are 
not a particle interested in having a high rate of interest. 
If the words used have reference to the Reichsbank, then I 
say that I can not for a moment believe that the Reichs
bank puts up its rate of discount in order to increase its 
receipts. It does it for entirely different reasons, and if 
it happens thereby to make a profit there is no reason 
whatever why it should be reproached for it.

As I do not believe that on account of this negation of 
everything that has entered into our discussions we are 
bound to resign ourselves to letting agriculture have the 
upper hand everywhere, I should like to express in a few 
words what I had intended to say in connection with the 
matters discussed yesterday. It relates primarily to the 
proposition of Herr Fischel. I hope and believe that the 
Reichsbank will be induced to assent to Herr Fischel’s 
proposition that the seigniorage be dropped and the pur
chase price of gold thereby raised by 6 marks per kilo
gram. I think it important that the precise manner in 
which this is done be carefully considered. It seems to 
me that it would not do simply to declare that the price 
is hereby raised by 6 marks, but that it would be better to 
say “ the Reichsbank has decided that in future the 
seigniorage shall not be deducted from the actual value 
which it gives in 20-mark pieces for the gold that is
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brought to it.” This would serve to prevent a false impres
sion from being formed abroad, where proceedings of this 
kind are not always judged in their proper light, and 
might have great influence upon the policy of the Bank 
of England.

I wish to say just a few words regarding the ques
tion of supplying our manufacturing industries with the 
gold which they require. The subject managed unfortu
nately to slip out of my address yesterday. We were, all 
of us, greatly moved, of course, when the gentlemen from 
Pforzheim told us how nicely they could make use of the 
20-mark pieces which the Reichsbank furnished them. 
But I think I can remember that it was shown to us by 
the refining establishments that that industry has not by 
any means been getting its entire supply of gold out of the 
Reichsbank’s 20-mark pieces, but that at the present time 
it obtains a large part from the refining establishments. 
We hope it will continue to do this in the future, for the 
Reichsbank is certainly not going to make it its business 
to see to it that its brand new 20-mark pieces are de
spatched, as they have been heretofore, to Pforzheim. 
Herr Meier, of Pforzheim, assured us that they could not 
make use of the 20-mark pieces that had been in circula
tion, as they had lost too much in weight, and that it 
paid them better to buy their gold in the open market. 
I do not consider the danger that industry in future will 
seize upon the coined gold too eagerly a very formidable 
one. If we cease to encourage such appropriation of our 
coined gold by our readiness to supply new 20-mark 
pieces, industry will find it more to its purpose to buy the
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gold in the form of the very alloy which it needs from the 
refining establishments, paying for it a price 2 marks in 
excess of what is now paid these establishments by the 
Reichsbank.

I can not help protesting against the notion, which is 
nothing but a fiction, that it is incumbent upon the 
Reichsbank to monopolize in a measure the gold in Ger
many in future, and that it is to be the only place whence 
gold is to be distributed. We know that the refining 
establishments continue to draw gold in considerable 
quantities from every conceivable source in order to place 
it at the disposal of the industrial arts. This is as it 
should be. It can not be the duty of the Reichsbank to 
supply industry at special rates with gold ingots of a par
ticular composition. I should regard it as very unfortu
nate in the interest of free trade, of which I am still a 
champion, if the new regulations should ultimately result 
in making the Reichsbank the only place where gold can 
be sold or procured. I do not believe that Herr Fischel’s 
proposition contemplates anything of the sort. The idea 
is that, if we establish a market here, there should be as 
many purchasers as possible so that the gold business 
shall by no means be concentrated in the Reichsbank.

I do not believe that the demands of industry would 
greatly affect the condition of the Reichsbank. I do not 
think that industry will ask the Reichsbank to part with 
the gold which it has secured at a considerable sacrifice. 
This may take place indirectly in so far as the gold that 
goes to the refining establishments and thence to the 
manufactories might otherwise perhaps have found its 
way to the Reichsbank.
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I should further like to call the attention of the gentle
men who are troubled with indigestion on account of this 
gold industry that 80 per cent of the entire product of 
this industry is exported. Now, when we reflect that the 
articles manufactured in the Pforzheim establishments for 
the foreign market are not pure gold, but that as Herr Meier, 
of Pforzheim, has said, the watchword of this industry is 
“ Put as little gold as possible into your wares ” [laughter], 
then we see that the exportation of 80 per cent of these 
products means a plus in our balance of payments. It 
creates a larger item in the column of exports than the 
amount of the gold that it actually drains off from Ger
many. I should therefore like to caution you against 
laying too great stress on these demands of the gold in
dustry with reference to the condition of the Reichsbank, 
demands which, in my opinion, ought in no way to be 
checked.

Mr. G on tard . Freiherr von Wangenheim has just been 
talking of financial mobilization.

Financial mobilization, however, makes me think of 
mobilization in the ordinary sense, and I am willing to 
say that in the event of mobilization there is no one to 
whom, as my chief, I should be more ready to intrust 
myself than to our esteemed Rittmeister von Wangen
heim.

Freiherr von  W agen h eim . I am no Rittmeister. [Laugh
ter.]

Mr. G on tard . But here, in this arena, where we are 
discussing economic matters, I regret that I can not in
trust myself to his leadership. There are, indeed, a few
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points in regard to which I am in accord with him. I am 
not very far removed from him, for instance, in regard to 
the regulation of the issue of stocks. Herr von Wangen- 
heim will also be ready to admit that I, as is clearly 
evinced by my previous utterences, am not bound by any 
ties whatsoever to the great banks, and that I regard the 
power of the great banks, the moneyed aristocracy, as, to 
a certain degree, a very serious matter. But when we 
enter the domain which Herr von Wangenheim has seen 
fit to deal with in his discourse, we enter the domain of 
politics, one in which tactics play a great role. I believe, 
however, that tactics are not going to promote the prog
ress of our discussions in this inquiry, and I am there
fore of opinion that we can not afford to indulge in such 
entertaining argumentations. In one respect I stand on 
the same platform as Herr von Wangenheim. We are, 
both of us, anxious to achieve practical results. As a 
means of achieving practical results, I would recommend, 
first of all, a fusion of Freiherr von Gamp and those who 
share his views with their opponents, in the matter of the 
supervision by the Reichsbank of the issues of securities, 
and then the adoption of the proposition of Herr Fischel, 
as well as that of Herr Raab. In order that we may not 
lose too much time, I shall refrain from quoting from my 
printed opinion and shall confine myself to one or two 
remarks.

As regards private discount, I adhere to my opinion 
that it is on the whole of little benefit to the indus
trial and commercial middle class. All that we can say 
is that it may be of advantage at times when money is
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plentiful; at a time of great financial stringency we can 
not expect much from it. Now, I should like to come to 
an understanding with my esteemed countryman, and I 
believe we shall find a basis for such an understanding in 
the declaration that it is extremely difficult to determine 
where the industrial and commercial middle class actually 
begins.

I heartily recommend the suggestion of Herr Raab to 
the attention of those specially qualified to deal with these 
matters. A banker, Director Weill, has said in his expert 
opinion that it would be a good thing if the Reischsbank 
itself were to establish some sort of branches in foreign 
countries, if only for the sake of its foreign exchange busi
ness and gold-import operations. I do not think Herr 
Raab’s proposition involves the danger that the sums 
paid in may suddenly be called for in a time of strin
gency. The money represents for the most part savings, 
and especially the savings of unmarried people, who have 
to look out for their future and who, even at a time when 
there is much speculation, are not likely to withdraw their 
money.

I will take the liberty of expressing myself briefly in 
regard to the foreign exchange policy, a matter which I 
consider of the utmost importance. Although in general 
I am anxious to have our capital remain at home, never
theless I consider that it may be advantageous to the 
Reichsbank under certain circumstances to buy up for
eign bills abroad. There is always in the end some sort 
of balance between what the Reichsbank does and what 
the great banks do, and perhaps, as an actual result, it
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would amount to the same thing whether the great banks 
buy abroad or the Reichsbank buys directly abroad.

I am surprised to find that so much stress is laid by 
some of the members of this assembly, and especially by 
persons whose opinions command great respect, upon the 
Hague Peace Conference. I agree in this matter with 
Director Stroll, and not even the contention of Geheimrat 
Riesser that there are also large credit balances in Ger
many to the account of England can alter my views. It 
is all a matter of the totals of the credit balances on the 
one side and on the other. We have, however, also to 
reckon with the character of the Englishman, who is ex
tremely patriotic and who might serve as a model to us in 
such matters.

It seems to me that a large stock of foreign bills might 
be a good thing for the Reichsbank as a means of enabling 
it to invest its funds more readily, for the amount of do
mestic bills is not likely to increase so very much. Herr 
Roland-Eiicke has already called attention to the fact 
that the numerous trusts that exist in this country have 
introduced such conditions in the matter of payments as 
to prevent the accumulation of a large mass of bills. This 
is precisely the case in my branch of business. Formerly 
there were three-months bills, but now it is either cash or 
bills at one month’s or two months’ sight. In Alsace, it 
is true, this is not the case, as was shown by one of the 
experts, but there is little prospect that the conditions 
prevailing there will spread further into the Empire.

I do not see how the Reichsbank could be called upon 
to keep the oublic posted in regard to its investments in
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foreign bills. The bank would thereby be more or less 
crippled in its operations.

The proposition that part of the stock of foreign bills 
should be regarded as an addition to the gold reserve does 
not appeal to me, although I do not say that the scheme 
is impracticable.

With respect to the advances without interest there is 
nothing more to say. The Reichsbank has had recourse 
to them till now with excellent results.

I am not in favor of including gold that is still in transit 
on the ocean in the reserve against bank-note circulation. 
Even if the insurance policy is in our hands, the gold is 
not yet in the possession of the Reichsbank.

I am decidedly in favor of Herr Fischel’s proposition. 
As far as the main matter is concerned, I place full reliance 
on the ability of Herr Fischel and his friends.

I see no reason for imagining that the steamship com
panies will do much to help along the importation of gold. 
I do not believe the whole matter amounts to much.

There is one thing more that I desire to dwell upon at 
the risk of having to hear Herr Fischel say: “ God protect 
me against my friends; I can protect myself against my 
foes.” This is the question: Would it not be feasible for 
the Hamburg refinery and the other concerns of the same 
kind to join forces with the Reichsbank in order to estab
lish a gold refinery which should be under the direction 
of the Reichsbank and independent of the great banks? 
It might at least be possible to agree to have the buying 
done at one place, although I am aware that the raw 
material which goes to the refineries is not all of uniform 
composition.
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As regards the premium policy, I wish to say one word 
with reference to the opinion delivered by Doctor Ben- 
dixen (Hamburg). He spoke of a superabundance of 
gold. A time may come perhaps, which we can hardly 
imagine to-day, when the price of gold will drop below 
anything that we can conceive of now. On the other 
side, I have been extremely interested in what Doctor 
Arendt had to say. It is a momentous question as to 
what will happen when gold is no longer to be had in 
sufficient quantities. As for the premium policy itself, 
we have all reached the conviction that it is out of the 
question in connection with the redemption of the i ,000- 
mark notes and the issue of 10-mark pieces, and that the 
premium policy is consistent only with the double 
standard, not in the scientific sense of the term, but as it 
is widely understood.

I am going to take the liberty in conclusion of appending 
a word to a simile which Herr Fischel made use of. He 
spoke of the ship of the standard. May I be allowed to 
add a helmsman to this ship of the standard? We do 
not intend by any means to make gold our absolute 
autocrat for all time to come. But we still continue to 
have the gold standard, and, if it is our desire to see our 
helmsman successfully direct the course of our exchanges, 
I should like to append another wish, that this commis
sion may call out to him, with reference to the gold 
standard, “ Stick to the course we have been sailing.”

Mr. F i s c h e r . I wish to revert briefly to a remark made 
by Herr Schinckel. He was discussing the question of 
the manner in which a declaration of the Reichsbank, to the
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effect that it would fix a higher price for gold, should be 
published. I do not think there will be any difficulty in 
settling upon the right form. I should not like to be mis
understood, however, in regard to my standpoint in this 
matter. If I spoke of the abolition of the seigniorage, it 
was merely in order briefly to set forth the grounds of my 
conviction that we ought to pay the full price for gold, a 
belief based on a consideration of what other countries are 
doing. It is not my idea by any means that we should 
enact a law abolishing the seigniorage. I can imagine 
that the passage of such a law would be attended with 
various difficulties— if for no other reason, on account of 
the fact of our having a mint not only in Prussia, but also 
in other countries, as, for example, Bavaria. The burden 
of the loss sustained by the mints if the seigniorage is to be 
discontinued might not be fairly distributed. The main 
thing is that the Reichsbank shall pay the price of 2,790 
marks and that everyone can reckon on obtaining this 
price in Germany. I now have to say something about 
the financial side of these measures. It appears to me 
that if the Reichsbank were obliged to assume the expense 
involved in the renewal of our coinage, which is effected 
by coining a fixed quantity of gold annually, the burden 
would not be a very great one. I have already stated that 
at the rate at which we have been coining up to the present 
time the sum involved annually would be about 270,000 
marks. I now have to qualify this statement in one re
spect. If we should succeed in prevailing upon our manu
facturers to desist from melting down 80,000,000 marks in 
the gold coin of Germany every year, we should not have
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to provide for the recoinage of this amount, and therefore 
the sum that would actually have to be coined in order to 
strengthen the volume of the gold circulation sufficiently 
would probably amount to less than what I have stated. 
I regard it, however, as a matter of no great importance 
whether it is the Reichsbank or the Imperial Government 
that assumes the expense. In any case three-fourths of the 
profits of the Reichsbank, as everyone knows, go to the 
imperial treasury. The burden consequently would not be 
great for the Reichsbank, and, as it is, the bank shoulders 
the same kind of burden in making advances without 
interest.

I shall take the liberty still of saying a word concerning 
the refining establishments, of which I had spoken in the 
course of the inquiry and to which my predecessor on the 
floor has just referred. I am by no means disposed to 
interpret the alliance which he proffers me in the sense 
in which he interprets it; it is quite welcome to me. If 
I have taken up the matter of refining, it has been for the 
following reason. I have frequently heard the conten
tion, especially in England, that there is no use in sending 
the gold that is produced to any other place than Lon
don, as it is there only that it can be properly refined and 
placed quickly on the market. What is aimed at in my 
proposition is merely that the Reichsbank shall endeavor 
to meet such a contention by a declaration to this effect, 
that “ we are willing to accept the gold not merely in the 
state in which it is fit for the mint, but also when it has 
still to undergo the preliminary process of refining.” 
Whether, in order to do this, it will be necessary to estab
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lish a refinery in connection with the Reichsbank is 
essentially a technical question, and the matter of expense 
will have to be taken into account. Hitherto establish
ments of this kind have been connected with chemical 
industries, and they can, perhaps, be conducted more 
economically than a refinery that is concerned with only 
a single branch of business. If the Reichsbank were in 
a position to make arrangements with the existing estab
lishments, so that it could say that it was prepared to 
receive at once unrefined gold and pay for it immediately 
according to the approximate value, I should feel that my 
plan was being successfully carried out. As a necessary 
condition, the Reichsbank will have to ascertain before
hand the capacity of the existing refineries. I believe 
that a combination of this kind would be facilitated by 
the privilege enjoyed by the Reichsbank of the free trans
portation of gold through the mails. But it would be 
necessary for the refineries to accord such rates for refining 
as would meet British competition. I am under the 
impression, however, that the German establishments 
are already being run at a lower cost than the English, 
so that they can afford to make this concession, and even 
pledge themselves to reduce their charges still further if 
British competition should demand it. It would, of 
course, be of advantage if these concerns would also cater 
to the needs of the gold manufacturers. The Reichsbank 
ought to restrict itself as far as possible to its own special 
function, that of regulating the currency. If it could be 
partially relieved by the private establishments of the 
duty of supplying manufacturers with gold, that would 
be a further advantage.
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Herr Gontard put this question: How would it be if 

we were to have a period of cheap gold? This could hap
pen only in case of a fundamental change in the constitu
tion of those countries which have hitherto been buying 
gold at its full value. As for Germany itself, it could get 
its gold more cheaply only in case of a fall in sterling 
exchange. Such a fall in the rate of exchange is the very 
thing, however, that I should seek to avert by means of 
the measures in question.

Freiherr von  W an gen h eim . I greatly regret, gentlemen, 
that my expressions have aroused the indignation of some 
of the members. I stated at the outset that I should have 
been very glad to have spared your feelings and to have 
handed in my opinion in writing. Professor Wagner 
would have been ready to assent to that. But it would, 
after all, have been a little queer to drop an egg like that 
into the nest on the sly, and then go off without saying 
anything about it.

Herr Schinckel has altogether misunderstood me in 
regard to some matters. I have participated so many 
years in the political and economic life of our people and 
have learned so much in the course of our many conflicts, 
that I have long ago got over the illusion that Germany 
might at some time become again a purely agricultural 
state. That is entirely out of the question. I said, how
ever, in my introduction, that I am anxious that the state 
shall extend its protection and aid to every branch of the 
national activity, but that this protection could be claimed 
only by those classes which are willing to make themselves 
and their interests conform to the interests of the public.
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The banking fraternity is included in this test. When we 
say that we must have liberty of movement, we do not 
mean to deny the necessity of making certain regulations 
in behalf of the public interest. It is the abuses only that 
I have been inveighing against.

I have been represented as having said that agriculture 
alone creates values. No, what I said was that, speaking 
strictly, it is agriculture alone that creates really new 
values. You will agree with me that industry must have 
raw materials which it has to work up. Through this 
manipulation a value is created in so far as the value of 
the commodity is enhanced. This I am perfectly willing 
to admit, and in this sense commerce also creates values. 
But really new values, such as have not been in existence 
before, are actually created through the labor of agricul
ture alone.

[Exclamations of protest.]
I did not ask for a duty on gold but only for protection 

against abuses which are hurting German industry.
Neither did I say that a high rate of discount was just 

what the banks wanted, but what I did say was that a 
statement had been made here to the effect that the 
bankers disliked nothing more than a high rate of discount, 
and I did add that this statement did not harmonize very 
well with the fact that banks declare high dividends in 
times of financial crises.

[“ You had said something before that.”]
Neither did I recommend the Preussenkasse as a model. 

All I said was that it was interesting to observe that a 
section of the agricultural interest was not so badly affected
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by the crisis, thanks to the activity of the Preussenkasse, 
which managed to have the necessary funds at hand when 
they were wanted. That it is altogether different in its 
structure from the other banks I am perfectly willing to 
admit.

In conclusion, I shall repeat once more what I said at 
the beginning. My economic standpoint is fundamentally 
different from that of most of you. Prof. Adolf Wagner 
has already stated that in some respects his views do not 
differ altogether from mine. In the discussions of the 
Bank Inquiry a number of practical suggestions were made 
with respect to individual technical questions, which, no 
doubt, will lead to some improvement in the situation. 
But all this can not bring about a permanent reform, and 
therefore I have considered it my duty not to withhold 
this expression of my views.

I have to tell Geheimrat Riesser that I can not at this 
instant reply to his rebuke. The quotations were given 
to me, but I am unable at this moment to verify the 
passages in the book.

Doctor W a c h le r . I am sure you all experienced a sense 
of relief, gentlemen, when Herr von Gamp declared a little 
while ago that there was a prospect that this discussion 
would result in reconciling the conflicting opinions. After 
the address of Freiherr von Wangenheim, however, I must 
say that this prospect has almost faded away. For there 
is no doubt that such widely different views of the world 
prevail in this assembly that there is no possibility of 
reconciling them. Nevertheless I think that some of the 
arguments of Herr von Wangenheim ought not to go 
unchallenged.

563

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



N  a t i o n  a l M  o n e t a r y  C o m m i s s i o n

The notion that agriculture alone creates new values 
has been assailed as it deserves. I can not see why indus
try does not create new values in precisely the same way, 
at least the mining industry, which produces coal and 
mineral ores.

Freiherr von  W an gen hEim . No, sir; that industry ex
hausts.

Doctor^W acheEr . Yes; but does not the harvest ex
haust the earth each year? I wish to remind you that 
in our economic policy throughout we have always laid 
the greatest stress upon the manufacture of finished prod
ucts and that, in particular, in the discussion of tariff legis
lation a preeminent position has been assigned to the 
industries that convert raw materials into finished wares, 
because it was recognized that it is from them that the 
rewards of labor are chiefly drawn.

Freiherr von  W an gen h eim . That was not intended to 
be anything else than a merely theoretical exposition.

Doctor W ach ler . That may be, but then one must be 
prepared to abide by the inferences. For, according to 
your view, we should be apt to infer that the manufac
ture of finished products meant less for the economic wel
fare of the people than the industry which creates fresh 
values.

It is a matter of regret that in support of this view va
rious utterances have been adduced which were made in 
the course of the hearings of the experts, as, for instance, 
the assertion that there had been too rapid a develop
ment of manufacturing industry in certain exceptional 
cases, so that one was tempted to maintain the thesis that
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this kind of industry had had an unhealthy development, 
to the detriment of other forms of economic activity. This 
is not the case, of course, nor is this what Herr Gwinner 
meant to affirm. All that he intended to say was that 
there were certain features in our economic domain that 
were not right. But these individual things that are 
wrong only go to prove that industry on the whole has 
been thoroughly sound.

The subject of the abuse of credit was thereupon dis
cussed and, as an evidence of this abuse, reference was 
made to a statement of the president of the Reichsbank 
to the effect that some of the Bank’s establishments had 
granted credit in certain cases where, according to the 
rules and principles of the Reichsbank, such action was 
not warranted. To this extent, then, the authority of the 
president of the Reichsbank can be invoked, that it is a 
fact that there have been abuses in the granting of credit. 
This is true, indeed, but then these things have been excep
tional. It is altogether wrong, therefore, to make this the 
basis of an assertion that there has been, as a rule, an un
justifiable dispensing of credit. The credit has been prac
tically throughout an entirely legitimate credit. But 
Freiherr von Wangenheim will probably reply to me that 
he merely wants to do away with the abuse of credit and 
that he does not mean to interfere at all with legitimate 
business. Now, it is very hard to say what is actually 
legitimate and what amounts to an abuse. We can gather 
from the statements of the experts that there is no such 
thing as an absolute criterion. But if such a criterion is 
impossible, any supervision in this matter that might be
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attempted could hardly have any value. It has been ar
gued that, as long as we have supervision in the case of 
private insurance as well as of mortgage banks, there is no 
reason why our liquid credit should not be subjected to a 
similar supervision. It is very questionable, however, 
whether such supervision is of any value. All that I have 
heard in regard to private insurance companies is that 
supervision is a nuisance and has not proved of any benefit 
thus far. In the case of the mortgage banks little has 
been gained by such supervision, as was well attested by 
a particular case of flagrant mismanagement, where the 
bank conducted by Messrs. Schultz and Romeick [“ quite 
true!”] was declared a court bank to Her Majesty, the 
Empress, and a month later became bankrupt.

Much is being said about the need of greater economy 
in the national administration and the desirability of re
trenchment in the matter of public works, but on every 
side we hear nothing but a clamor for state supervision 
and the creation of new officials in order to supervise 
where there is no need of supervision. These are crass 
contradictions.

Something has been said about the Preussenkasse. 
The Preussenkasse has been enabled to grant credit on 
such favorable terms to the cooperative institutions only 
by withdrawing inordinate sums from the Reichsbank.

Another matter that Herr von Wangenheim particu
larly dwelt upon was the support given to manufactures 
and trade by the credit banks, and it is to this aid that he 
attributed the unhealthy expansion of industry. Now, I 
should like to call the attention of Herr von Wangenheim
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to one industry with which he is pretty familiar, the 
potash industry. This industry has hitherto not had the 
benefit of any aid from the great banks, but owes its 
development entirely to the efforts of mining companies 
and the operations of petty dealers in mining shares. I 
have in no way been able to discover, although I have 
made frequent inquiries, that the great banks have to any 
considerable extent a hand in the potash industry. This 
industry has had a phenomenal development in the last 
two decades. There is probably not far from 500,000,000 
marks invested in the industry to-day. The value of the 
product amounted to about 97,000,000 marks in 1907; 
it was probably somewhat less in 1908. This quantity, 
amounting in value to 97,000,000 marks, could have 
been turned out by from eight to ten of the existing 
establishments, which together have to work with a 
capital of between 70,000,000 and 80,000,000 marks. 
The potash industry, therefore, has had this altogether 
unhealthy development in so short a time without any 
support from the great banks. Herr von Wangenheim 
can learn the lesson from this that it is not primarily 
the great banks that set industries going or urge them to 
heedless expansion, but that there are other classes in the 
community who are engaged in this sort of thing and 
for whose doings there is no remedy. It was evident 
years ago that the potash industry was tending toward 
overproduction. In spite of this new mining concerns 
were started almost every month and new ones are 
springing up all the time. The result will be that the 
only combine which has till now remained unassailed
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and which has commanded universal respect can no longer 
endure or perhaps will even collapse before the expiration 
of the term for which it was organized, which will be in 
1909, to such an extent are new concerns thrusting their 
pretensions upon this potash combine. Here we have a 
plain example of the way in which an enormous and 
economically important industry which has had no con
nection with the great banks can, through rash expansion 
pave the way for its own destruction.

I am therefore of opinion— and everyone knows that I 
have no special interest in taking the great banks under 
my protection— that we should be careful about accepting 
the statements regarding the influence of the great banks 
upon the expansion of industry, and not throw blame 
upon an economic factor which is of the greatest value in 
connection with our whole development and which is un
deserving of such blame.

Doctor RiESSER. I have to say to you, gentlemen, that 
Freiherr von Wangenheim has to leave to-day and can 
no longer be present to-morrow. I shall therefore ask to 
be allowed to say a few words more, so as to give Herr 
von Wangenheim a chance to reply if he desires.

I must first of all take the liberty, after Freiherr von 
Wangenheim has been good enough to declare that the 
passage in my book alleged by me to have been mis
quoted, which I have just placed before his eyes, is not 
at the place where it should stand according to his me
morial, of affirming once more that the tenor of his asser
tion was that I had said that the banks “ declared espe
cially high dividends at times of crisis,” with the impli
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cation that they were interested in crises and their occur
rence and were not sorry to see them brought on.

I am sure that we can not undertake at this moment to 
make a counter statement such as a memorial of this kind 
actually calls for. We have to deal here with divergent 
views of the world and absolutely opposed economic sys
tems, as well as with altogether unlike premises, in regard 
to which we naturally can not come to an understanding—  
least of all, considering the occasion that brings us to
gether. What we have a right to ask, however, whatever 
be the economic faith that one professes, and what we 
have a right, in particular, to demand of Professor Ruh- 
land, is that he shall not leave out of consideration facts 
with respect to which the advocates of every economic 
system are agreed.

This applies, to begin with, to the insistence on the free 
importation of gold and the prohibition of gold exports, 
as it would be hard to find anybody who believes that 
there could be an importation of gold from abroad if the 
free exportation of gold was systematically forbidden.

This applies, likewise, to the remarkable proposition 
that the opportunity for labor ought not to be permitted 
to be interrupted by financial crises, as Professor Ruh- 
land, who told us not long ago that he was convinced that 
his economic system would render such crises impossible, 
remained alone in his conviction, and will continue to 
remain alone. To speak of a perpetual absence of finan
cial crises is like speaking of perpetual peace. Financial 
crises are bound to occur under every economic system, 
and, as was sufficiently attested by the experiences in

B a n k  I n q u i r y  o f  1 9 0 8
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England under the system of banks of deposit, they will 
take place under any banking system. Practical experi
ence will perhaps enable us to get rid now and then 
of some particular defect in our economic system which, 
perhaps in conjunction with other circumstances, has been 
productive of financial crises; but then we are sure to fall 
into other errors capable of producing similar results.

As to Professor Ruhland’s denunciation of the fact that 
nowadays “ every banker in any cross-roads town allows 
checks to be drawn on him ” against which there is no 
credit balance whatever—

Freiherr von  W an gen h eim . N o ; it was Herr Rinkel.
Doctor R ie sse r . I beg your pardon; it was Herr 

Rinkel. All I have to say is, that the assertion is simply 
false. No one dares, unless he be a swindler, to draw a 
check advertently on a banker without the certainty that 
he has a credit balance on the banker’s books, or at least 
without the assumption, amounting to an assurance, 
that he will have the necessary credit balance before the 
check is presented for payment. Furthermore, the state
ment of Herr Rinkel that the new regulations prohibit 
the drawing of checks on anyone but a banker is false. 
On the contrary, anyone can draw a check on any legally 
qualified person, the only condition being that he must 
pay the stamp tax, which is not exacted in the case of 
checks on bankers, not because it was the intention of the 
law to favor bankers, but because it was found desirable 
to encourage the system of transfers of credit and counter 
accounts as a substitute for cash payments in connection 
with checks.
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One word more in conclusion. We all urge our indi
vidual propositions only in so far as we are convinced that 
we are going to serve the public good. The only differ
ence, therefore, between us and the advocates of the views 
set forth in the memorial is that our beliefs and experi
ences have led us to different conclusions regarding what 
the public welfare demands from those which our oppo
nents in the field of economics have reached.

Freiherr von  W an gen h eim . Pitch into me as much as 
you please; that is all I have to say. All that Professor 
Ruhland did was to collect the materials for me, nothing 
else.

There is only one word I have to add. I did not quote 
in the way Geheimrat Riesser stated. I merely called 
attention to the fact that the banks are frequently able 
to declare specially large dividends in times of financial 
crises.

The Chairm an . The last speaker on the list for to-day 
has had the floor. The names of a few members are put 
down for to-morrow. I adjourn the meeting for to-day 
and request you to be present to-morrow at io o’clock.

(Close of session 5.05 p. m.)
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W e d n e sd a y , October 14, 1908— 10 a. m.

Chairman, Wirklicher Geheimer Rat Ha v e n st e in , 

president of the Reichsbank direktorium. I shall first 
allow Herr Schinckel to have the floor in order to make 
a personal remark.

Mr. Sch in ckee . Contrary to my custom, gentlemen, I 
have written down the few words which I still wish to 
say, as I attach importance to their appearance in the 
report.

The reply to my rejoinder, with which Freiherr von 
Wangenheim had unfortunately to leave us yesterday, 
can not be left unanswered, as otherwise there would be a 
gap in our discussions.

The programme contained in the memorial which was 
read to us by Freiherr von Wangenheim was strongly 
tinged with the view that agriculture alone creates fresh 
values, that agriculture is therefore a factor in the eco
nomic life of Germany deserving of prime consideration, 
that on it preeminently the welfare of the German people 
depends, and that it is consequently necessary in the 
interest of the public welfare to protect it by means of 
legal regulations against the oppression and injury to 
which, it is alleged, it is subjected on account of the 
trusts and stock speculations with which industry and 
trade are permeated.

While we fully appreciate the importance of agriculture, 
which, as a matter of fact, is sufficiently protected by
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legislation and national subventions (witness the Preus- 
senkasse), nevertheless we can not too strongly assail this 
conception of it, because the premises upon which Freiherr 
von Wangenheim bases his propositions, which so vitally 
affect our whole economic existence, are, as I shall pro
ceed to demonstrate, false premises.

If we establish steamship lines, which perhaps may not 
touch Germany but which every year bring thousands of 
foreigners to Germany, and if the result is that a big 
stream of money is set flowing into the country, money 
which otherwise would never have come to Germany, 
then fresh values are thereby created. If we establish 
banks in foreign countries, which in the course of the year 
send millions to Germany in the way of surplus earnings, 
then fresh values are thereby created for Germany. But 
I am going to give you a much more apposite and alto
gether unimpugnable illustration afforded by industry, 
which, according to the view of Freiherr von Wangen
heim, exercises merely a secondary activity, that is to 
say, is supposed to concern itself exclusively with giving 
a finish to commodities.

When a capitalist whose money is invested in industrial 
undertakings works his coal seams and veins of ore, 
adding perhaps foreign ores so as to obtain better results, 
and then charges his blast furnace in order to produce 
iron, he does precisely the same thing by utilizing the 
process of combustion as the agriculturist who takes a 
crop of hay from his meadows, adds some oil cake 
imported from abroad, and feeds the mixture to his cow 
in order to produce milk.
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And when the same capitalist passes his pig iron through 
the Martin furnace in order to produce steel, he exercises 
precisely the same kind of activity as the agriculturist who 
passes his milk through the centrifugal separator in order 
to convert it into a superior article, butter. It is merely 
a matter of taste whether we designate these forms of 
activity by the catch phrase “ creation of fresh values” or 
in any other way. The one kind is of no less importance 
than the other with respect to our whole economy. Quod 
erat demonstrandum.

But even with respect to the formation of trusts there 
is no difference between agriculture and manufacturing 
industry. Even the agriculturists have not scorned, for 
example, to organize an alcohol ring in order to make their 
profits as large as possible. And if, indeed, working for 
profit or money making is to be branded as plutocratism, 
I myself can bear witness as an agriculturist that agricul
ture goes to work, and is compelled to go to work, just as 
strenuously as trade and industry, with the most modern 
appliances (often introduced from abroad) to secure as 
large a surplus as possible in that decried and horrid 
money.

But if the premises of Freiherr von Wangenheim are 
false, his conclusions will not stand the test of criticism 
either, and therefore his propositions respecting the 
enactment of restrictive regulations extremely inimical 
to business are useless and not to be entertained.

Doctor W a g n er . Gentlemen, the expressions which we 
have just heard tempt me to take the liberty once more of 
saying a few words in regard to the matter before us,
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although I substantially defined my position in a personal 
remark which I made yesterday. I think, however, after 
a further consideration of the subject, that it may be worth 
while for me to make a few additional remarks.

I can not deny that I am in accord with some of the 
fundamental views set forth in the extensive memorial of 
Freiherr von Wangenheim yesterday, although not with 
his physiocratic theory, which Herr Schinckel has 
just assailed with perfect reason and which has been 
almost universally rejected by German theorists. We are 
willing to admit that the labor expended in industry and 
trade, as well as in the field of finance and banking, is 
essentially just as productive as that expended in agricul
ture without meaning thereby to ignore in the least the 
immense importance of agriculture and agricultural tenure 
as the foundation of our whole economic development. 
But I want to say— and I think this ought by all means to 
be inserted in our protocol, although I admit that I have to 
some extent a personal interest in the matter— that I con
sider that it is simply impossible and beyond the scope of the 
task assigned to us to deal with so extensive a programme, 
based upon theories which would seek to give a new 
direction to our economic development. [“ Quite true!”]

Our duty, as I interpret it, is to deal with certain impor
tant, although not momentous, problems relating to the 
reform of our monetary credit and banking system, it 
being assumed, as was stated at the time in the intro
ductory address of the imperial secretary, that we are to 
adhere essentially to the existing gold standard. My 
attitude as a theorist toward the gold standard is in some
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respects somewhat skeptical. I have hinted at this here 
and there, but on the whole I have kept back my scruples. 
I believe that we are bound to take this condition for 
granted— I personally have tried as far as possible not to 
lose sight of this fact— and to consider it our business to 
remedy or remove certain defects that have manifested 
themselves in the financial system reared on this founda
tion, while preserving, I must repeat, the foundation itself. 
No other course is possible.

A part perhaps of what Freiherr von Wangenheim pro
posed further on could be introduced in some measure 
into our discussions in connection with Question VI, 
where we shall have to consider more closely the question 
of the status of the stock banks and, among other things, 
also that of the regulation of the deposit business. But 
in the discussion of these questions it seems to me that it 
is rather the technical features of the points involved that 
have to be considered, with reference to which we can then 
take up the discussion of the individual matters that are 
to enter into the framing of legislative bills and adminis
trative regulations. But as regards the broad programme 
contained in the memorial of Freiherr von Wangenheim, 
we are obliged to refrain from entering into a discussion 
of it. I, for my part, am quite ready to do this in spite 
of the fact that, as I have already said, I agree with some 
of the views propounded by Freiherr von Wangenheim.

It is my belief, among other things— a belief which I 
can not disclaim here, as I have expressed it on every oc
casion— that we are in a serious stage in our development, 
owing to the fact that the distribution of our national
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income and wealth is progressively in favor of the upper, 
especially the uppermost, classes, on the one hand, and, 
on the other, in a marked degree in favor of the lower 
classes, especially that of the laboring people; while the 
large middle classes, who are designated as independent 
persons in the classification made for the purposes of taxa
tion, barely maintain their position in the census lists as 
regards numbers, and as regards their share of the national 
income (a fact the truth of which is borne out by my in
vestigations with respect to Prussia) are losing ground. 
But these are not the questions with which we here in this 
commission have to concern ourselves. If the Imperial 
Government or the Reichstag were to decide to-morrow 
that an inquiry be also instituted relative to the great 
fundamental problems which have been touched upon 
by Freiherr von Wangenheim, I should in some respects 
regard the proposition as something by no means to be 
rejected offhand. But then we should have a different 
task from the one that is ours now. Here we have to set
tle the questions before us on the basis of our actual eco
nomic existence and of our gold standard.

I considered it important that this should be inserted 
in the report of our proceedings.

Count K anitz. I regret exceedingly that Freiherr von 
Wangenheim can not be present to-day. I hope that he 
will take his seat here again to-morrow and that he will 
be able to make a rejoinder to the expose with which Herr 
Schinckel has just favored us. A large part of what is 
contained in Freiherr von Wangenheim’s memorial, as the 
member who has just spoken pointed out, reflects the
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ideas of the physiocratic system, which more than a hun
dred years ago, as Geheimrat Wagner will tell you, were 
in a measure the prevalent ones in the science of political 
economy. I shall not attempt, of course, at the present 
moment to present the bright and dark sides of this sys
tem. This would not be relevant to the task before us.

I must be allowed to say a word, however, gentlemen, 
with reference to a very different matter which Freiherr 
von Wangenheim has communicated to us. He expressed 
our thanks yesterday to the gentleman who digested and 
edited the opinions of the experts for the remarkably 
painstaking and able work which he has placed in our 
hands. To this expression of thanks I should like to ap
pend the wish that we may be permitted to lay the work 
before the public, as far as that is feasible, by means of the 
press, so that this extremely valuable compilation may at 
least be made accessible to the members of the Reichstag. 
It would give me great satisfaction if this assembly should 
adopt a resolution to the effect that this compilation be 
placed at least in the hands of all the members of that 
body.

Doctor R iESSER. But not the epitome merely. We 
consider it important that everything shall go into the 
report.

Count K anitz. I regard this digest as more useful.
Mr. Mommsen. Let us take up this matter afterwards 

by itself.

Count K anitz. I do not think that any member of 
the Reichstag will find it possible to wade through all 
the stenographic reports, but I am sure they will all be
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delighted to get the main points in these opinions in that 
terse, clear-cut form in which they are embodied in this 
compilation.

We find, gentlemen, right at the beginning of this com
pilation this sentence: “ The main determining factor in 
regard to the international movement of gold is essentially 
the balance of payments.” This is undoubtedly correct, 
and in order to form a clear conception of the character 
of the balance of payments, what is required, of course, 
is accurate statistics. This brings me back to what Herr » 
von Gamp said yesterday. He was complaining of the 
untrustworthiness of the statistical data relative to the 
issue of securities and cited as an instance the fact that, 
according to the estimate of the Frankfurter Zeitung, 
the total of the securities floated in 1907 amounted to
1,842,000,000 marks, while Der Deutsche Okonomist 
computed it at 2,135,000,000 marks, the difference 
amounting to about 300,000,000 marks. This discrep
ancy does not appear to me excessive, considering that, 
taking it all together, we have to rely on mere estimates.
It would be especially difficult to compute the amount of 
German capital that is being invested in foreign securities.
For we are concerned here, gentlemen, not merely with 
foreign securities that pass into the hands of German 
capitalists but also with the large sums of German money 
that are invested abroad in foreign securities through the 
intermediation of foreign banks and agents, and therefore 
naturally do not figure in the statistical data.

The regulations relating to the Bourse, which have 
unfortunately been radically modified, have been charged
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with driving capital abroad, and in this connection I 
should like to say a few words in reply to what Herr 
Mommsen stated yesterday with reference to the opera
tion of these revised regulations. As I have myself had 
a modest share in the making of these regulations, I 
believe I have a right to say that it will not do to de
nounce them in this easy manner. Of course this is not 
the time for engaging in a discussion concerning the 
Bourse. I wish merely to say that the law relative to the 
Bourse was deprived of its substance by the supplemen
tary bill, so that virtually nothing was left but the title—  
the superscription— and the imperial commissioner is not 
invested with any powers. Consequently all that there 
is in the new law is that anyone can do or not do just 
as he pleases. But for this we have no need of a law. 
I, for my part, could not make up my mind to vote for 
this supplementary bill.

Another member of this commission made a suggestion 
yesterday which impresses me very favorably in various 
respects and might afford a means of obtaining some sort 
of statistical view of the gold movement. He proposed 
that all the gold coins in the vaults of the Reichsbank 
should be examined and the dates of coinage noted. A 
comparison of the relative amounts would enable us to 
calculate approximately how much gold has gone abroad 
in the course of a year and how much has remained at 
home. I believe you will agree with me, gentlemen, that 
it is quite possible to carry out such a scheme, -but at the 
same time I can not help thinking that there are serious 
mechanical difficulties in the way. The coinage of
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double-crowns since 1871 amounts to 3,744,000,000 
marks and that of crowns to 732,000,000 marks. The 
minting of imperial gold coins has been going on for 
thirty-seven years. Now, if such a sifting of the coins 
is to be undertaken, the teller must either have in front 
of him a box with 37 compartments or a sheet of paper 
divided into 37 columns, one for each year, spread out 
before him, or else he must have an assistant to whom he 
simply calls out that this coin belongs to such and such a 
year and that to another. Let us suppose that it takes 
on an average only two seconds to get through with a 
coin. This would mean 30 coins per minute, 1,800 per 
hour, 18,000 per day of ten working hours. This would 
amount in thirty days to 540,000 coins, amounting in 
value to 10,800,000 marks. To go through the 820,000,000 
in the Reichsbank in this way would require the labor of 
80 employees for thirty days. [Laughter.]

Well, even if our esteemed president, Herr Havenstein, 
if Herr Glasenapp, Herr von Lumm, and all the members 
were to take a hand at this job [laughter], and let their 
professional calls shift for themselves, I think it would 
hardly be worth our while to go to all this labor, time, 
and trouble. I am of opinion, therefore, that this other
wise rather inspiring proposition is, after all, not practi
cable.

Geheimrat Wagner brought forward another question, 
which I myself once broached in the Reichstag, as to 
whether it- would not be a good thing if the Reichsbank 
were to insert in its weekly reports a separate statement
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of the amount of gold and silver coins in its vaults. I 
hardly think that there would be any special difficulty 
in the way. I was told years ago that the Reichsbank 
was in the habit of confidentially imparting this informa
tion in very precise figures to the other great banks. 
This fact was communicated to me by a resident of 
Vienna. Yesterday I learned from Herr von Glasenapp 
that once through some accident such information was 
actually carried to Vienna, but that the managers of the 
Reichsbank continue to preserve absolute secrecy in 
regard to the amount of gold and silver in the bank. I 
should state, on the other hand, that in the statistical 
reports concerning the Reichsbank, that is to say, in the 
“ Statistical Yearbook,” separate statements may be 
found regarding the stock of gold and silver, no weekly 
figures, however, being given, but only the average 
for the year. For instance, I find here on page 233—

A voice. In the annual report of the Reichsbank!
Count K anitz. All that is stated, however, has refer

ence to the average for the year, and I should conside 
it a great gain if such separate statements could be 
had in the weekly reports. I should be very grateful 
to our president if he could possibly give me an affirma
tive declaration in respect to this matter.

Gentlemen, one of the most important factors in our 
balance of payments is, of course, the balance of trade. 
If we are here in consultation to suggest remedies for the 
unhealthy movements of gold which we have witnessed in 
the last few years, we can not help casting a glance at our 
balance of trade. I regret that we are not likely to be
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in a position for a long time to come to alter materially 
the undoubtedly unfavorable state of our balance of trade, 
inasmuch as our relations with foreign countries are set
tled for years ahead by our commercial treaties. I regret 
that these agreements have been concluded on the basis 
of such low customs tariffs. I regret that the very com
prehensive work undertaken by the Economic Com
mittee— Oberbergrat Wachler, who was a member of this 
committee, will perhaps confirm what I am saying— was 
simply turned over to the imperial ministry. We had 
drawn up a new tariff, providing for very different duties 
and considerably higher ones than those afterwards em
bodied in the schedule submitted to us by the imperial 
ministry, and I am pretty sure that our balance of trade 
would make a much better showing if our propositions 
had not been rejected. It is unfortunate that the Im
perial Chancellor, Prince Billow, was obliged to give up 
so much of his time to other business that he has been 
able to devote so little attention to matters of commercial 
policy. The fact remains, and we can not change it, that 
our balance of trade is an adverse one.

Herr Mommsen remarked yesterday that the profits of 
trade were set down too low in our statistical tables. I 
am willing to admit the assertion with respect to some 
articles, but not with respect to others. Quite the con
trary may be the case. When we see, for example, that 
our trusts, especially the iron trusts, sell their products 
abroad at a lower price, indeed a much lower price, than 
they do at home, but that the full domestic price is 
given in the statistical tables, it is evident that excessive
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figures are assigned to these articles in the exports, and 
that therefore the figures of the balance of trade are mis
leading, making it appear less unfavorable than it really 
is. Permit me to demonstrate this by a single example.

About three years ago a new gasometer was set up in 
Copenhagen. Bids were invited by advertisements in
serted in all kinds of domestic and foreign journals. 
German and English firms appeared as bidders An Eng
lish firm finally got the contract as the lowest bidder. 
The curious feature of the affair was that the gasometer 
was constructed of German material, sold by a trust to the 
English firm at a reduced price, which material was 
shipped direct to Copenhagen from the works in West
phalia, a profit being still left to the English contractors.

You see, therefore, that the trade statistics, in the way 
they are prepared, have some dark sides to them, and this 
not only in the sense in which Herr Mommsen expressed 
himself yesterday, but contrariwise also. Sometimes the 
profits of trade are reckoned too low, while the figures 
given for exports are too high. The showing, therefore, 
in the trade statistics may be too favorable a one and not 
justified by the actual facts of commerce.

Our statistics show that our imports in 1907 amounted 
to 8,747,000,000 marks and our exports to 6,850,000,000 
marks. This means an adverse balance of 1,897,000,000 
marks, without reckoning the precious metals. Com
paring this with the facts presented by the United States, 
I find that the exports from that country in 1907 amounted 
to 7,899,000,000 marks, while the total of the imports was 
only 6,024,000,000 marks, the balance of trade being in
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favor of the United States, therefore, to the extent of
1,875,000,000 marks. The balance of trade was still more 
favorable in 1906, the figures for the exports and imports 
having been respectively 7,324,000,000 marks and 5,151,- 
000,000 marks, the balance in favor of the United States 
being therefore 2,173,000,000 marks. Now, if the balance 
of trade is the dominant factor in the movement of gold, 
then the United States ought to have escaped the gold 
famine, ought actually to have been swimming in gold, by 
reason of this extraordinarily favorable balance of trade. 
But in reality it turned out just the other way. The gold 
famine was most severe in America; it was in America that 
the gold famine began last year, spreading thence over the 
European countries. Other factors must therefore have 
been involved in the matter.

I shall designate one of these factors, if you will allow 
me, one to which brief reference has just been made, the 
activity of the trusts and combines, not always justifiable, 
in my opinion, from the economic standpoint. Last year 
I brought forward an interpellation in the Reichstag rela
tive to the bank discount. Before making it I discussed 
the matter with the president of the Reichsbank, Herr 
Koch, and we were agreed that the gold famine, in the way 
in which it originated in America and spread over Europe, 
was to be attributed in the main to the proceedings of 
President Roosevelt against the trusts and combines in the 
United States. The result was— I do not mean to say 
exactly a shock to American trade and industry— but a 
certain lack of confidence in their future development. 
Everybody believed that a great panic was impending, and
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in this panicky situation everybody kept his money tight 
in his pocket. Gold disappeared from the surface and had 
to be brought over by force from Europe. Such were the 
main features of the gold famine. The American people, 
of course, sought various means of relieving this gold 
famine, and the Secretary of the Treasury threw a great 
quantity of Panama bonds upon the market in order to 
haul the gold out of the pockets of its owners, as he ex
pressed it.

You will therefore perceive, gentlemen, that various 
factors enter into this matter in addition to the balance of 
trade and the balance of payments. The balance of trade 
is naturally, as I have already said, one of the main factors 
in the balance of payments. We might, with some degree 
of safety, take into account alongside of it the profits of 
maritime transportation; that is to say, the total gains of 
our shipping companies. We are not likely, it is true, to 
get a correct idea of the actual figures. The dividends 
of the North German Lloyd, for example, have been in 
recent years: In 1902, nothing; in 1903, 6 per cent; in 
1904, only 2 per cent; in 1905, 7y2 per cent; in 1906, 8]/2 
per cent; and in the past year, 1907, much less, in fact, zero, 
as far as I am informed [exclamation of “ It did declare 
one ”]; in any case, a merely nominal dividend, very much 
smaller than in the preceding year. By reason of these 
spasmodic fluctuations in the dividends, it hardly seems 
to me that the profits of the shipping business, although 
they have to be taken into account, particularly in the 
case of the British balance of payments, play altogether 
a very important role.
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And now, gentlemen, I come to the question: In what 
way can we perform the task intrusted to us; what can 
we suggest in the way of a remedy to hinder the flow of 
gold abroad; and how do we propose to compel the gold 
that is now in the country to remain where it is? I think 
that in this matter it would do no harm just to cast a 
glance at the Bank of France. Geheimrat Wagner called 
our attention yesterday to the wonderful way in which 
various foreign banks have developed, as well as to the 
way in which they have managed to increase their stock 
of gold, while that of the Reichsbank has remained sta
tionary. I want to lay stress upon the fact that this gold 
famine which we have had, especially in the past year, did 
not affect France in the least, the Bank of France having 
managed to get along with a discount rate of 4 per cent, 
while we have had to endure a rate of 7%  and even 8%  
per cent. I refer you to an article, which attracted con
siderable attention, published by the former president of 
the Reichsbank, Herr Koch, about two years ago, in the 
Deutsche Revue. “ We are apt to have a false impres
sion,” he says, “ with respect to the manner in which the 
Bank of France disposes of the matter of gold payments. 
It redeems its notes, as a rule, unless the amount is small, 
in silver; and in the granting of credit, barring exceptional 
cases, it likewise pays out nothing but silver. When it 
pays out gold, which it hands out in the form of bars or of 
foreign coins, it makes a small charge, which in French 
parlance is designated as a premium. Such a procedure 
would be utterly out of the question in Germany. If the 
Reichsbank, renouncing the principles which have hith-
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erto guided its conduct, were to refuse to pay gold when 
its notes were presented or when it had to meet other lia
bilities, as, for instance, in the case of the withdrawal of 
deposits, its little stock of silver talers would soon be 
exhausted. We should inevitably witness a general 
state of anxiety, our credit abroad would be affected, the 
notes of the Reichsbank would lose their present charac
ter, and the monetary standard of the Empire would be 
endangered. A great part of the deposits would soon be 
withdrawn from the Reichsbank if the depositors became 
apprehensive that they would no longer receive gold, 
but silver and paper.”

Permit me, gentlemen, to say a few words with reference 
to this utterance of President Koch. It has been the 
rule of the Bank of France to pay out gold to those de
positors whose deposits have been made in gold. If the 
Reichsbank were to adopt this principle, it goes without 
saying that those who have deposited gold would receive 
gold. I believe on the whole that, although we have no 
right to tamper with our monetary standard, we should 
do well to follow in a considerable measure the example 
of the Bank of France, and that we should find therein 
an effective remedy against the recurrence of such crises. 
The Bank of France redeems its notes in silver. What 
prevents us from doing the same? The answer of 
President Koch to this question was that the effect 
would be to endanger our monetary standard and under
mine our national credit. But tell me, gentlemen, has 
the national credit in France been in any way under
mined? Is not France about the wealthiest country at
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the present time? Does not the national credit in France 
possess a stability the lack of which we sorely feel? The 
3 per cent French rentes are at par or almost at par (99 
and a fraction), while our government obligations are 
somewhere around 83. How can anyone say, then, that 
our national credit would be shaken if the regulations 
relating to our metallic currency were, without sacrificing 
our gold standard, to be modified in such a way that 
our banking institutions could pay sums above 20 marks 
(the limit fixed by the law of 1873) in silver or in bank 
notes?

When on the 14th of January last I declared in the 
Reichstag with reference to this matter that the Reichs- 
bank was bound by Article IX of the currency laws of 
1873, Herr Kaempf exclaimed “ Thank God!” Well, 
gentlemen, I am not one of those who keep saying 
“ Thank God!” for it is this very requirement that has 
brought us into our trouble. I see no reason why the 
paragraph in question can not be revised; why we should 
not insert, in place of 20 marks, a much bigger sum, say
1,000 marks. Why not make the amount of silver per 
capita larger than what is provided for by the supple
mentary regulations relating to the currency? The 
amount per capita, as you are aware, was raised from 15 
to 20 marks. I should consider a further increase very 
desirable. I have taken the liberty on a former occasion 
of expounding the view which I am now laying before 
you, and I think I am justified in asserting that what I 
have witnessed in the interval is not calculated to alter
my opinion.
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This is about all I have to say, gentlemen. I have 
nothing better to propose than what I have suggested. 
Eet us not be forever thinking of the balance of payments 
and constantly pointing to this or that circumstance as 
responsible for the gold famine, while insisting at the same 
time that it is beyond our power to alter these conditions 
and that the discount screws remain as before the only 
means of protecting in some measure the stock of gold in 
the vaults of the Reichsbank. What terrible mischief 
the high rate of discount has wrought throughout the 
country, we all know. Every business man, every artisan, 
every agriculturist, every owner of an industrial estab
lishment feels it all over. I trust we may never have to 
witness a recurrence of such times as these have been. Let 
us go to work, gentlemen, and do something positive. No 
good can come out of these halfway measures.

The Chairman. I beg to be allowed to say a word with 
reference to a question raised by Count Kanitz. He sug
gested that the Reichsbank should in future publish sep
arately in its weekly report the amount of gold and silver 
in its vaults. I am able, first of all, to confirm the state
ment made to him by Herr von Glasenapp that hitherto 
no information has been given out regarding the stock of 
gold on hand each week, and that if such information did 
once get abroad in Vienna it must have happened through 
some accident. All that has appeared in the report of the 
managers is the amount of gold and of silver at the close 
of the year, as well as the average amount throughout the 
year, and, in addition, there is a scientific work which gives 
statistical tables exhibiting the average amount of the 
various kinds of money for each year.
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I will say, gentlemen, that the Reichsbank has received 
a large number of petitions relative to the extension of 
the scope of the weekly bulletins. I had occasion some 
time ago to bring the suggestion of Count Kanitz to the 
notice of the directors, and I can assure you that of all 
the requests that were communicated to us this one appeals 
to us most strongly, and that the objections which for
merly stood in the way of the publication of such separate 
statements appear to us so far removed that we hardly 
need to hesitate any longer to keep the public informed of 
the stocks of gold and silver in our possession. I can not, 
however, hold out this prospect of a favorable issue in the 
case of various other petitions that have been presented 
to us, and in particular such as request us to make public 
the total of foreign bills and of credit balances. It is in 
great part this very uncertainty regarding the amounts in 
question that enables the Reichsbank to put forth its 
strength in connection with its stock of foreign bills. 
[“ Quite true!”]

I hope, therefore, that, beginning with next year, we 
shall be able to comply with the wishes of Count Kanitz.

Freiherr von Cetto-ReicherTshausEn . I should really 
have preferred, gentlemen, to take the floor later on—  
that is to say, when we should have come to Question VI, 
in connection with which I should have had occasion to 
express my views in detail regarding a number of the 
points that have thus far come up for discussion. But in 
as much as Freiherr von Wangenheim set forth his pro
gramme yesterday in an address which might produce the 
impression that he, as the chief representative of German
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agriculture, had presented the agriculturist platform as 
far as concerned the whole purpose of this inquiry, I feel 
prompted right now to explain my attitude with respect 
to this programme of Freiherr von Wangenheim.

There is no doubt, gentlemen, that German agriculture 
for a time received less attention than it deserved in the 
industrial activity of our country and in the economic 
policy of the Government. It took some time before we 
fully recognized the prominent position to which agri
culture, as an economic factor, is entitled. That it should 
have happened thus, I, for my part, do not find it difficult 
to understand. It was due to the rapid and splendid de
velopment of manufacturing industry and to the fact 
that the achievements of industry and commerce present 
themselves more readily to the view of the upper classes, 
and, generally speaking, of people of education, than the 
results achieved by agriculture. But the wrong involved 
in this lack of appreciation of agriculture has, we are 
happy to admit, been made good in the course of years. 
From the moment when, in 1879, our former imperial 
chancellor, Prince Bismarck, adopted the policy of afford
ing protection to the labor of the people, German agricul
ture began to receive its dues, while, on the other hand, 
the agriculturists themselves found it to their advantage 
to abate their immoderate demands, and, with a keen in
sight into the workings of such a policy in regard to their 
own interests, adapted their attitude toward manufactur
ing industry and trade to the actual conditions. I believe 
I can say that neither do sincere friends of agriculture and 
the agriculturists themselves nowadays pretend, on the one 
hand, that agriculture has an exclusive claim to being
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regarded as a productive agent, nor do they insist, on the 
other hand, that industry and trade are trying to assert 
such a monopoly. I believe— and I have been confirmed 
in my opinion by the discussions relative to the tariff and 
the commercial treaties— that, fortunately for our entire 
economic condition and our means of existence, a middle 
course has been found, to which the far-seeing representa
tives of agriculture and of trade and industry alike have 
successfully betaken themselves.

The position taken by Freiherr von Wangenheim in his 
address yesterday is, as we can gather from our previous 
discussions, identical with that of Professor Ruhland. I 
must confess that when I read the statements of Professor 
Ruhland, in which he refers to me as a collaborator, I was 
rather taken aback. I did at one time, it is true, work 
together with Doctor Ruhland in a particular branch of 
political economy, that which is concerned with the credit 
system, and in this field I have in many respects shared 
the views of Doctor Ruhland; but I must solemnly pro
test against the assumption that the views which Doctor 
Ruhland sets forth in his latest work on economics, in 
some respects a most interesting book, are all such as I 
have adopted after many years’ experience. President 
Schinckel, if I remember right, referred to a declaration 
of Freiherr von Wangenheim to the effect that agriculture 
ought to be regarded as possessing a certain monopoly; 
that it alone creates values, and that it alone can claim 
to be considered a productive industry. It was impos
sible for me to follow the statements of Herr von Wangen
heim closely. They were read, besides, rather indistinctly,
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whole thread and substance into my brain; but I believe 
I can safely say that these utterances did not embody the 
notion that agriculture alone is a productive industry, 
everything that the nation produced being derived from 
it. It is correct to say, of course, that agriculture is the 
source whence a large number of values are derived, and 
that it is the foster mother of the whole people in so far as 
it actually provides our raw materials on a vast scale in 
the form of primary products and especially our food sup
plies. We ought not, however, by any means to forget 
that manufacturing industry is also a great productive 
agent, converting raw materials into finished products; 
that it is not agriculture alone that supplies the raw prod
ucts of nature, in part already in a form fit for immediate 
use, if I may so express it, but that such production in
volves processes in entirely different spheres of industrial 
activity. The range of this kind of productive activity 
transcends our imagination. I need only remind you of 
the latest discoveries which have been made in the in
dustrial field for the benefit of agriculture. If we can 
obtain nitrogen from the atmosphere by means of elec
tricity, we must admit that this is a new form of primary 
production, something that no one ever thought of before. 
[An interruption.] If not primary production, at least a 
transmutation of previously existing elements into a supe
rior substance. Well, all we can say is that both sides are 
claiming decidedly too much.

But there appears to be something besides that has been 
overlooked by many, the fact— and this is the question that
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concerns us at the present moment— that the claims of 
agriculture in the matter of the currency and of credit are 
of an essentially different character, and should be of a 
different character from the claims of trade and industry—  
essentially different for the reason that the nature and 
methods of agricultural production are essentially different 
from those of manufacture as well as of trade, which I 
should by no means designate as an unproductive industry. 
The efforts which German agriculture has been making in 
recent years in order to have the currency and the credit 
system adapted to its peculiar needs are fully justified. 
We must be careful to discriminate between the require
ments of agriculture in the matter of the currency and of 
credit from the needs of manufacturing industry and of 
trade. [“ Quite true!” ]

If we proceed from this standpoint, gentlemen, I be
lieve that, on the one hand, you will have due regard for 
the legitimate demands of agriculture, and that, on the 
other, we shall reach a compromise which will enable us 
to carry on our discussions from the standpoint of the 
needs of our economic fabric taken as a whole. This is 
the position which in my opinion is taken by a large 
number of our agriculturists, with whom I fully agree. 
As a delegate to this assembly of the Council of German 
Agriculturalists, I should like to modify the impression 
produced by the exposition of Herr von Wangenheim 
yesterday, whose standpoint, in my opinion, was rather 
one-sided, and to declare that although my views are in 
many respects fundamentally in accord with those of 
Herr Wangenheim, I am not able to go so far in my 
deductions as he did yesterday. .
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On the other hand, gentlemen, I can not help protesting 
against the violent remonstrances that have been heard 
on the other side. It appears to me, in particular, that 
the interpretation which our honored colleague, President 
Schinckel, has placed upon the utterances of Herr von 
Wangenheim is not warranted. I think that it does 
injustice to Herr von Wangenheim.

And now, gentlemen, I have sufficiently explained my 
position to you. I believe that it was due to myself and 
to you that I should try to throw some light upon this whole 
matter by means of such an exposition as I have made 
(which in reality would have been more fitting in the 
general discussion), which will give you a clear idea of the 
standpoint of a large section of the agriculturists, which 
standpoint, I believe, will and can constitute the basis on 
which the representatives of agriculture and those of trade 
and industry will be able to prosecute their labors in unison.

Mr. F i s c h e r . After the excellent and exhaustive state
ments which the majority of the members of this commis
sion have made in the course of more than two days, it is 
hardly proper for me to repeat what has already been heard, 
and in part said more than once. I agree in the main with 
the views held by the great majority of the members and 
in particular with those expressed by Director Peter, ex
cept as regards one point. He seemed to consider it 
almost a matter of course that a considerable share of the 
sum invested in foreign gold bills should be reckoned as 
constituting part of the stock of gold in the Reichsbank. 
I should be sorry if that were so or if it were regarded as 
necessary, for I fear that a large section of our people

597

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



N a  t i o n a l  M  on et  a r y  C o m m i s s i o n

would look upon it as a concession to the outside world. 
To some it would appear as an official declaration, as a 
recognition of the fact that in reality the foreign, that is 
to say, the English monetary standard is better and purer 
than the German. I believe that this is neither right nor 
necessary.

I need hardly say that I appreciate as fully as the rest 
of you the value of Herr Fischel’s suggestions with respect 
to the eventual establishment of a gold market in Berlin. 
Nothing will please me more than to see this brought about, 
and especially if it were found practicable to put these 
suggestions to a practical test without recourse to the ma
chinery of the law— without any legislation, I say, because 
I believe that any changes which experience might dictate 
could more readily be introduced if there was no need of 
resorting to new legislation. To a layman like myself the 
idea would naturally occur that it would be advantageous 
to have the refinery which Herr Fischel has in mind asso
ciated, partially at least, with the Berlin mint. In this 
connection I beg to be permitted to express the hope that 
that gold-devouring Moloch, the industry which turns out 
gold articles and which is so actively carried on in my 
vicinity in the towns of Pforzheim and Gmund, will find 
the Reichsbank ready to do all that is possible in the way 
of satisfying its special needs. I am naturally opposed to 
any police regulation prohibiting the melting down of im
perial coins, as I can not imagine that it would work satis
factorily, and I believe moreover that such a legal regula
tion would be altogether superfluous if the Reichsbank 
were to adopt the policy of supplying this industry directly
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or indirectly with the necessary ingots, plates, and bars of 
the required composition, so that there would be no need 
of melting down German coins. I feel that this industry 
is all the more deserving of assistance of the kind in ques
tion because there is no other industry in Germany so 
large a percentage of whose income goes to improving our 
balance of trade, as the great bulk of its large output is 
exported.

As regards the last subject, the premium policy, it is not 
worth while in my opinion to waste words upon it, as long as 
it is our purpose to adhere to the gold standard, pure and 
simple. I regard it as a very gratifying result of this bank 
inquiry that up to this very moment no direct assault has 
been made upon our gold standard. Even Doctor Arendt 
would not mind seeing a strong silver wall built for the 
maintenance of the gold standard.

Mr. S i n g e r . It is very kind, gentlemen, on the part of 
our president to offer me the floor. You will find it nat
ural, however, in view of the circumstance that, out of 
consideration for my health, I have been unable to par
ticipate in the labors of this commission in the way I 
should have wished, if I confine myself to a few brief 
utterances. I should consider it presumptuous on my part 
to undertake a detailed exposition of matters to which 
I have been prevented from giving the attention which 
has been bestowed upon them by the other members of 
the commission. I must also frankly confess that the 
state of my health has prevented me from going over the 
reports of the discussions so thoroughly as to be sufficiently 
informed regarding each point to justify my speaking
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at length. I shall therefore only beg to be permitted to 
make a few brief remarks, mainly with reference to what 
Herr von Wangenheim said yesterday and what was said 
to-day by Count Kanitz.

The relations between the agricultural interest and the 
Reischbank have for a number of years been rather 
strained. I can look back over a period of twenty-five 
years that I have been a member of the Reichstag, and 
I know perfectly well that the complaint of the agricul
tural interest regarding the Reichsbank and its conduct 
has meant just this, that the agriculturists have always 
insisted that the Reichsbank has not shown itself suffi
ciently attentive to their needs, while it has been alto
gether too intent on catering to those of trade and indus
try. I must say that throughout all these years I have 
regarded the attitude of the Reichsbank in this respect 
as, on the whole, fully justified by the circumstances. 
To my mind it is very evident, although I am not sure 
that the members will agree with me, that the Reichs
bank, in the discharge of its functions as a regulator of 
the currency, has the duty of looking after the interests 
of trade and industry, and that the peculiar interests of 
agriculture, apart from those served by institutions pro
vided for the public as a whole, can not possibly receive 
that special attention on the part of an institution such 
as the Reichsbank is, and is bound to remain, which those 
engaged in agriculture would like to receive.

The preference for the double standard evinced in the 
utterances of the two members I have referred to and in 
those of some of the other speakers, as Herr Wagner and
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Herr Raab— the regret expressed, even if reluctantly, 
that the gold standard is to be maintained under all 
circumstances— this it is, gentlemen, that explains to me 
why the agriculturists are constantly insisting that the 
Reichsbank is neglecting their interests.

But there can be no doubt that, considering the fact 
that Germany has been converted from an agricultural 
into an industrial country, and that this transformation is 
going on at an accelerated rate, it must be regarded and 
prescribed as the chief duty of the Imperial Government 
and of its credit and monetary institution, the Reichs
bank, to look after the interests of trade and industry, 
however distasteful this may be to our landed gentry.

The demands set forth in the expose of Freiherr von 
Wangenheim are not calculated in my judgment to serve 
here as a practicable basis for legislative measures.

If Count Kanitz believes, as he stated to-day, that 
the depressed state of industry, the crisis through which 
we are passing— in short, the whole situation in which we 
find ourselves at present— is the result of what he con
siders injuriously low rates in our tariff, then I must say 
that his is a view which is diametrically opposed to my 
own. I am, on the contrary, of opinion that our policy 
with respect to commercial treaties and the tariff, which 
is carried on under the auspices of the agricultural inter
est and is inordinately influenced by the requirements 
of the great landowners, is in great measure responsible 
for the industrial crisis, and I should like to add right 
here by way of a side remark that, judging from actual 
facts, I can by no means share the utopian view of those

601

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



N a t i o n a l  M o n e t a r y  C o m m i s s i o n

who fancy that we have got over the crisis, that we are 
afloat again, and that we have returned once more to 
normal conditions. [“ Quite right! ”]

I can not help fearing that the coming winter will bring 
us some bitter experience in this respect. If you will only 
consider how rapidly unemployment is increasing and to 
what an extent, by reason of the high prices of the neces
saries of life from which we are now suffering, the lack of 
work and the resulting diminution of the opportunities 
for work, the depression of wages, etc., the purchasing 
power of the masses has been diminished, then you will 
see why I can not understand how anyone can imagine 
that all is well again, that we are getting back to where 
we were, and that we can afford to regard what took 
place in 1907 as an unpleasant recollection. The facts, 
gentlemen, are very different; the contrary is unfortu
nately the case.

As to the great question with which we are concerned, 
I have to say, gentlemen, that the suggestions which have 
thus far been offered in the way of a solution afford no 
means of averting a crisis. [“ Quite true!’’]

One of the members has expressed himself to the effect 
that, as a matter of course, the circulation of money and 
the business resulting from it pursue an undulatory course. 
This is true, but not in the sense that it must inevitably 
be so, inasmuch as these upward and downward fluctua
tions are merely the necessary consequences of the present 
constitution of society. The capitalistic system of pro
duction brings about from time to time economic crises, 
and the result of the unrestrained production is, that at
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certain times, as, for example, when there is a glut in 
the market resulting from unsatisfactory domestic con
ditions, sales of merchandise are reduced, or, if at the same 
time political conditions abroad exert their influence, 
stoppages in production ensue, which, through their effect 
upon demand in general, have an injurious effect upon 
trade, industry, and agriculture.

I hardly believe, therefore, that as a member of this 
commission, in which the imperial secretary was kind 
enough to enroll me, I am called upon to enter into an 
analytical discussion regarding the regulation of produc
tion and the steadying of the markets with my esteemed 
colleagues, whose views of the world I do not share and 
whose political opinions are entirely at variance with my 
own. Such a disquisition would only weary you without 
doing me any good. I take it to be my business rather 
to consider on the basis of actual conditions whether the 
propositions presented in the question before us are calcu
lated to avert, or at least to mitigate, the economic evils 
in the matter of bank discount and the outflow of gold 
from Germany which the year 1907 has brought to a head.

To begin with, gentlemen (this is perhaps a heretical 
view, but I think I am in duty bound to express it), I see 
no reason at all to complain, as others do, if the rate of 
discount— I am not speaking, of course, of an excessively 
high rate, which I likewise consider harmful— goes up a 
little. I do not regard this in itself as an evidence of 
unhealthy economic conditions. It seems to me, on the 
contrary— and my opinion is based on many years’ 
experience in mercantile affairs— that a stiff rate of dis-
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count is actually always a sign of good business in the 
matter both of manufactures and of trade. An increas
ing demand for money is generally an indication that 
business is booming. I can not quite agree with Herr 
Roland-Lucke in his view that industry is in reality 
responsible for the hard times through its inordinate 
expansion and the establishment of great plants which 
are idle for want of business. This may be the case to 
some extent, but I think that we can not overlook the 
fact that the great banking institutions are also to blame 
in this matter. We are all aware that, owing to the great 
mobility and cheapness of capital and the active en
couragement afforded by the great banking institutions, 
all kinds of undertakings have been set on foot; that the 
owners of industrial establishments, by reason of the 
high prices paid for their plants in the conversion of 
their concerns into stock companies, have been absolutely 
incited to enter into capitalistic combinations. But there 
is now no object— or at least none but a purely academic 
object— in tracing this phenomenon back to its causes. 
We must content ourselves with establishing that a certain 
commercial injury has resulted in part from the ex
cessively high rate of discount that we had. It would be, 
however, to my mind, a great mistake to make the Reichs- 
bank responsible for the high rate of discount. The 
Reichsbank is after all merely an economic factor, a regu
lator of monetary affairs, which has, I might almost say, 
the function of a barometer, through the measurements of 
which one can draw an approximately accurate picture 
of the state of economic conditions. If the Reichsbank

N a t i o n a l  M o n e t a r y  C o m m i s s i o n

604

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8
finds from the pressure it feels that it must raise the rate 
of discount in order to be able to meet the demands made 
upon it, that is a measure which must be regarded as a con
sequence of the duty of the Reichsbank, and one against 
which nothing can be said.

I believe that the unconditional maintenance of the gold 
standard is an absolute necessity, especially under the 
present circumstances. But if we mean to abide strictly 
by the gold standard, then it will certainly be desirable 
for us to bestir ourselves to have as much gold as possible 
in the possession of the Reichsbank, and thus in our own 
country, and to check as far as possible the outflow of gold 
into other countries.

Freiherr von Gamp can not but pardon me if I take ex
ception to a remark of his as not being to the point. In 
criticising the large amounts of foreign flotations, he said 
that it was foolish to proceed in this way, because through 
the receipt of these foreign loans we become the debtors of 
foreign countries. Why, one might say just as truly that 
the contrary is the case. Through the receipt of foreign 
loans we become the creditors of foreign countries. I 
think that this pithy sentence of Freiherr von Gamp has 
no real foundation whatever. I do not wish to depend 
at all upon the fact that we improve our gold balance 
through the payments of interest that come into Germany 
on these investments; the very fact that foreign issues 
find here a willing market argues favorably for our balance 
of trade and favorably also for our balance of payments.

I should be led too far afield, especially as I was unable 
to attend the earlier discussions, if I were to express myself
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fully concerning the causes of the flooding of our market 
with foreign issues— causes which, to my mind, at least, 
might be avoided. Count Kanitz has mentioned that 
in his opinion the wrong and insufficient bourse law is 
partly to blame for our want of gold. In drawing our 
final conclusions we come together on the ground of the 
bourse law, though of course very different reasons have 
brought us there. But to join the question of the bourse 
law onto the question that lies before us seems to me a bad 
plan, for we have now to consider only, so far as I under
stand the question, what measures to propose that are 
calculated to lessen as far as possible the universally ad
mitted deficiency of gold in the holdings of the Reichs- 
bank.

The proposals of Director Fischel seem to me on the 
whole calculated, so far as that is possible within the 
bounds of capitalistic development, to prevent, or at least 
to diminish, this evil. As for the question of whether we 
should draw a gold market to Berlin, I am inclined to think 
that the attempt should at least be made. Whether it 
will be successful, whether the practical fears that the 
president has expressed will prove to be well founded, 
of that I can not judge with certainty; we must wait and 
see; we should at least make the experiment. On the other 
hand, I do not count on any results from the plan of in
troducing gold premiums. That would be, in my opinion, 
a stillborn child, a measure that would at best cause other 
countries to draw in gold for their part in still greater 
measure. I should like also to mention that the complaint 
that our gold industry needs so much gold and takes so
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much gold out of the market is quite incomprehensible to 
me. There is reason for us to rejoice that an industry 
which occupies such a prominent place in Germany is de
veloping, and is thus also providing profitable and regularly 
paid work, and work besides for connected and subsidiary 
industries, such as that of pasteboard boxes. What will 
it signify if, out of a gold supply of billions, 100,000,000 
is spent on the gold industry, especially as this expendi
ture contributes toward the improvement of the mercan
tile relations of Germany and of its balance of trade and 
balance of payments.

I may therefore say, in summing up, that I think that if 
the proposals of Herr Fischel are put into practice, there 
may perhaps result small— I do not deceive myself in the 
matter— very slight improvements in our gold supply. 
On the other hand, however, I wish to insist upon it that 
a change in the principle of our policy as to currency and 
banking would be extremely harmful. Just as I do not 
begrudge it to agriculture that its interests, too, should be 
furthered, so far as is possible within the limits of the func
tions of the Reichsbank, in exactly the same way I should 
be sorry, out of regard for the interest of the whole com
munity, if the demands for monopoly which are submitted 
to the Reichsbank by Herr von Wangenheim and his 
friends, who have to-day unfortunately a great deal of in
fluence, were to meet with any consideration. Through 
fulfillment of the agrarian demands, the Reichsbank 
would be seriously injured in the performance of its task, 
and great injury would be done to the fructification and 
advancement of the domestic money market— an advance-
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ment which is bound up with the activity of the Reichs- 

bank and which is of service to the entire community.

Freiherr von  G am p-Ma ssa u n e n . I will not express 
my opinion on the question of the taxes on grain; I will 
only make a remark to Herr Singer in regard to his erro
neous rendering of my remarks about the introduction into 
this country of large foreign loans. I think he misunder
stood me. Doubtless the interest on the loans brings 
about an increase in the items of our assets when we receive 
the interest regularly, but this has not always happened 
in the case of many foreign loans; they are often after
wards converted; it has often happened that only a third 
of the interest on a loan has been received. But it is cer
tain that for the time there is a considerable change for the 
worse in our balance of payments. When we give out
1,108,000,000 marks in one year to other countries, then 
there is such a heavy adverse modification of our balance 
of payments for that year as to give cause for serious mis
givings. For the rest, I will not examine more closely the 
question of these foreign loans. I think that by and large 
we have come to an understanding upon it. Herr Riesser 
and Herr Fischel take essentially the same position— that 
there are certain times (and Herr Mommsen also has 
now agreed that there are) when this importation means 
serious danger, and that, on the other hand, there come 
again times when we have a superfluity of money, so that 
the importation of sound paper— paper, so far as possible, 
of the first class— is of great service to our banks. So you 
see that we are agreed as to the main point.
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. I observe likewise that the members of the commis
sion in general are of the opinion that the arrangements 
already in existence are sufficient to prevent the importa
tion of foreign securities at unfavorable times. It would 
indeed be better, I think, if it were not necessary to make 
use of such coercion— if the banks were to attend to the 
matter on their own initiative. I hope they will do it; 
they will certainly have public opinion on their side if 
they do.

One more word about the complaint that the industrial 
world is primarily to blame for the crisis in credit. This 
complaint was put forward by Herr Singer, by Herr 
Roland, and also to a certain extent by Herr Fischel. 
Herr Fischel said: “ The first of the two evil conditions is 
the highly developed and overwrought state of affairs in 
industries and trade.” The highly developed and over
wrought state of affairs! Well, gentlemen, with the con
ditions in the industrial world I am somewhat well 
acquainted. I admit that many industries have extended 
their investments on the supposition that the existing 
need of increased production would be permanent. But 
I can not admit that because in the last crisis— partly in 
consequence of speculation and partly in consequence of 
a lowering of the workmen’s purchasing power through a 
lowering of their wages— many factories had to curtail 
their production, it follows that the increase of production 
was unjustified and unsound. Most of the factories have 
indeed managed their investments to suit a permanent 
need, and that is a creditable thing for them to do. For 
if next year, or two years from now, the textile industry
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and other branches of industry that have had to cut down 
their production should again have a larger market, and 
if the workmen and the people of many other classes 
should again make those needs felt which are now with
drawn on account of the decrease in their incomes, then 
it would be impossible to satisfy these demands if the 
enlargements had not taken place. Besides, these enlarge
ments did not cause much money to be withdrawn from 
business in general, for what money the factories used up 
through their additions went back into the other branches 
of domestic business. Speaking generally, it is impossible 
to suppose that our industrial capitalists have been so 
foolish as to make investments of the lasting necessity of 
which they were not convinced. I must protest against the 
notion that from the circumstance that particular invest
ments have not now, within a short space of time, been 
utilized, the conclusion can be drawn that these invest
ments were unnecessary. It is quite possible that the 
industrial world has gone farther in the development of its 
investments than was called for by the momentary need. 
Above all, however, as I have but lately remarked, it is 
the business with foreign countries that is restricted dur
ing a crisis; and the domestic business is restricted only 
in those times and in those branches of industry in which 
unfavorable trade conditions prevail. But on all sides it 
is said that only through an improvement in our balance 
of trade— and here manufactures play the leading part—  
can an improvement of our unfavorable conditions be 
introduced. But surely one can not make both these 
complaints at the same time; one can not say that
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manufactures are being too greatly extended, and that 
they must be further extended in order that more money 
may be brought into the country.

Gentlemen, if it were as easy to keep track of the money 
and credit situation as it is to determine the temperature 
with a thermometer, then, Herr Kollege Singer, we, too, 
could become Reichsbank directors. But the matter is 
not so simple as this. It will not do simply to make an 
automatic reading on the barometer and say now the rate 
of bank discount must be raised, now it may be lowered—  
no, the matter is not so simple as all that.

I come now to the chief point that I wish to make. I 
wish to express to our colleague, Herr Fischel, my thanks 
for having practically taken the same ground that we take 
in his judgment of our monetary system and having left 
behind him those who have hitherto always maintained 
that our monetary system is admirable; that the Bank 
administration could have done nothing but what it did; 
that it could not have brought in gold from abroad, 
because it would have had to pay for the gold, etc. Now 
comes Herr Fischel, a very prominent expert, and says 
the development of our monetary system is considerably 
behindhand, and that is the chief cause of the crisis. We 
did not see to it in time that the stock of gold in the 
Reichsbank was considerably increased. This is the mis
take that we have made in the Reichstag ever since the 
time of the former bank administration, and I am delighted 
that our view is shared by such a very distinguished 
expert. I think that we have reason to be particularly 
grateful to him for this. What has Herr Fischel said,
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gentlemen? Exactly what we have said in the Reichs
tag— in quiet times the Reichsbank should increase the 
stock of gold beyond the quantity needed at the moment, 
in order that it may not meet with difficulties in doubtful 
times. The difficulty has not arisen from the fact that 
the Reichsbank raised the rate of discount to 7 per cent, 
but from the fact that it did not take precautions against 
its being necessary to do so. We have not made our 
attack against the doctor and the medicine, but have 
complained that the disease was able to get a hold because 
of the insufficient care taken for the improvement of 
monetary conditions. This was clearly stated by Herr 
Fischel when he said that the Reichsbank must increase 
its stock of gold. I, for my part, wish to add whatever 
weight I can to this counsel. I think it will find favor in 
the whole body of the Reichstag. The Reichsbank 
should be obliged to obtain for itself supplies of gold in 
much greater measure than it has hitherto done. Gen
tlemen, is this not cause for serious misgivings, that at 
the end of 1907— I am giving only round numbers, Herr 
Fischel has, I believe, given the exact figures— 900,000,000 
marks of gold-----

Mr. F ischee. Only metal.

Frieherr von Gamp-MassaunEN. But you were speak
ing of gold; otherwise there is an inconsistency.

Mr. F ischEE. It was Herr Geheimrat Wagner who said 
that.

Freiherr von G amp-Massaunen. No, you said it-----
Mr. F ischee. Metal.
Freiherr von Gamp-Massaunen. But if it is metal, the 

two things do not hang together. I made these notes
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under your name. At the end of 1907 the stock of gold 
in the bank at Vienna was 900,000,000; in Italy it was
700,000,000; with us, 500,000,000.

Mr. F ischee. I said nothing at all about it.
Freiherr von Gamp-Massaunen. The main thing is, 

however, whether this fact is correct, and not who stated 
it. Gentlemen, here is reason for the most serious fears. 
If we now have only 720,000,000-----

Count K anitz. Eight hundred and twenty millions.
Freiherr von G amp-Massaunen. Well, what is 820,- 

000,000? Less than Vienna has— and in a country 
like Germany, with these enormous industries, these 
enormous demands made by foreign countries and by 
the commerce of the world. Herr Fischel is entirely right 
in saying that we need larger supplies of gold, and I wish 
to beg of you that you will take his warning to heart. 
Since the President of the Bank gave such hearty express
ion to his gratitude, I may assume that he too will take 
essentially this same stand.

Herr Fischel said, further, that the discount screw is 
really what is most important and most necessary. This 
is in a measure inconsistent with his other statement—  
that a considerable increase of the gold stock is necessary, 
and that this considerable increase in quiet times would 
largely contribute toward warding off serious difficulties 
from us. Quite right; but then, we should, I think, have 
less need of the discount screw, having taken precautions 
in another way.

Gentlemen, I should like to contest one point with our 
colleague Wagner, without entering otherwise into a dis
cussion of his speech. He expressed regret— and he has
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done so repeatedly also on other occasions— that economic 
development in Germany tends toward a disproportion
ate increase in large fortunes on the one hand and in work
men’s incomes on the other. I think that if one examines 
the statistics of property in Prussia one can not admit 
that this judgment is sound. I admit that the artisan 
class and the small tradesman class have not shared in the 
increase of prosperity as much as the workman class has, 
or as much as I, too, think would be desirable. But I 
should like to ask him to consider that the increase in 
wealth that has taken place among the uppermost classes 
is to be traced chiefly to an improvement in the equipment 
of manufactures and trades and to the increase in the 
value of land. Every manufacturer spends most of his 
income in improving his industrial plant, and every land- 
owner spends most of his income, too, in adding to his 
industrial and agricultural improvements. If you investi
gate the matter in the case of a landowner who ten years 
ago was worth a million and who is now worth two or three 
million, you will find that these three million owe their 
origin chiefly to the fact that the cattle, the buildings 
and machines, the improvements, such as drainage— in 
short, that the value of the property has been consid
erably increased through the efforts of the landowner 
and through the capital that he has put into it. This 
is the case also in large manufacturing industries. This, 
however, is not a regrettable state of things, but one 
greatly to be desired. Many industrial enterprises have 
worked themselves up by their own force and through the 
energy and industry of the entrepreneur, so that they have
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grown out of quite inconsiderable beginnings into world 
undertakings. Into what economic and financial want 
we should fall, if these entrepreneurs had not made such 
improvements in their arrangements. Thus, here in Ger
many, a concentration of movable capital has not taken 
place to the extent that our colleague Wagner thinks it 
has, even in the joint stock companies. For instance,'I 
have lately heard, to my astonishment, of a joint stock 
brewery, I think in Anhalt, in which hundreds and thou
sands of the shareholders are small artisans. I can give 
other examples of the same thing. From the circum
stance that joint stock enterprises have been enormously 
enlarged, it by no means follows that great holdings of 
capital have been increased. I maintain that most of the 
wealth of the richest people originated in, and is repre
sented by, values fixed on the land that were created by 
labor, intelligence, and savings laid by. To deplore this 
development, and to wish to check it, seems to me unwise, 
and even very harmful to the national interests.

One more word, gentlemen, as to our stock of gold. 
Some one said that the figures relating to the stock of gold 
depend upon the estimate of an American bureau, “ which 
is well known to be most reliable.” Thereupon one of the 
experts, or one of the members of the commission, said 
that these estimates depend upon the data given by our 
embassy. But now it appears that they depend primarily 
upon a tabulation of the amounts of money coined and of 
the excess of importations over exportations. Gentlemen, 
that this principle is absolutely fallacious becomes at once 
evident from the enormous use of gold in the gold merchan
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dise industry. We now use from 80,000,000 to 100,000,000 
marks a year. Assuming that for the last twenty years the 
industry has needed on the average only 50,000,000 a year, 
that amounts to 1,000,000,000 for this industry. I am glad 
to be able to state that all the members, so far as they have 
yet spoken on this question, consider it very desirable 
that there be a more reliable determination of the gold 
supply of Germany than there has hitherto been. We 
surely can not rest our whole monetary system upon such 
an unreliable bridge— a bridge which, as is everywhere 
recognized, is built upon absolutely insecure supports, 
since the industrial use of gold has not been sufficiently 
considered, and there are other factors that have not been 
considered at all. Representatives of the Reichsbank have 
repeatedly assured us that we have a superabundance of 
gold in the channels of trade, that we do not need to have 
the gold in the Reichsbank, since our chief reliance is on 
the gold in actual circulation. If it is true that we have
4,400,000,000 of gold in Germany, then, to be sure, we can 
force a few hundred million of gold into the Reichsbank 
through the issue of small notes. But if it is true that we 
have only 2,400,000,000 of gold, as I think may be the 
case, then our monetary situation is very serious; then we 
absolutely must follow the advice of Herr Fischel. I 
maintain that there is on all sides a desire to obtain more 
trustworthy information as to our stock of gold than is 
now forthcoming.

How this is to be done is of course a head-splitting 
question. I admit that there are many difficulties in the 
way of the census. But I do not go so far as to say that
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the result of the census would be valueless. If we under
take this census in the case of all stores of money that 
have anything like a public character, and, further, among 
the banks, bankers, and joint stock companies (cases in 
which no objection could be made), and also (through the 
agency of the chambers of commerce and agriculture) 
among the manufacturers and landowners, if we do this, 
I do not think— at least the experiment is worth making—  
that the people asked will in many cases declare: “I will 
not say how much gold I have.” And if the census is 
taken on a Friday, when most of the wages of the work
men are used up, then a practical result will be reached. 
Further, if this census should be repeated every year and 
the result compared with that of the earlier years, then 
some approach to the truth would surely be made.

Herr Fischel has very properly pointed out how un
reliable are the figures of the statistics of imports and 
exports. Bank Director Mueller calculated that last 
year we had an adverse balance of 2,000,000,000 marks. 
Herr Fischel said he was convinced that we had a 
favorable balance.

Mr. F ischel. But not balance of trade!
Freiherr von Gamp-Massaunen. Well, then, balance 

of payments. Herr Muller estimated the amount against 
us in the balance of payments at 800,000,000; Herr 
Fischel thinks that the balance of payments was in favor 
of Germany. This means a difference of 800,000,000 or
900,000,000. And are we now to rack our brains about 
measures that are suitable and necessary for the cure 
of our financial conditions, when the principle upon which
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we are working is an absolutely unreliable one? Clearly 
we must have other material to go upon in relation to 
the gold supply. I can only repeat, therefore, the eager 
wish that in some way or other some such determination 
be made; and I do still consider the way I have indicated 
as the best by which to arrive at a correct figure, an 
absolutely correct figure being unattainable.

The proposal of Herr Geheimrat Lexis was at first 
attractive to me. But I think it would involve still 
greater difficulties, and I am inclined to think that from 
the start there is a source of error in it. When gold is 
melted down for industrial use, of course the new gold 
pieces are taken, since these are the most useful. Still 
one may assume that, if the 20-mark and 10-mark pieces 
have been only slightly in use since the beginning of 
the seventies, then many of them must have already 
been melted down, or many of them must have been ex
ported. In so far this measure still has a certain value. 
I should also recommend it as a means of confirming the 
results of the census in case it does not involve too great 
difficulties.

Then there is a point that is still in dispute, in which 
I admit at once that our colleague Fischel has the greater 
insight and the more expert knowledge. How do things 
stand with our foreign workmen? It would certainly not 
be too much work to determine about how much money 
these people earn, and about how much gold they take 
out of the country with them, the first could be de
termined by the chamber of agriculture. I can tell you 
what the Poles have earned on my estate; I can also
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give a rough estimate of what they have spent. It is 
therefore known how much they have kept in all. But 
people say that gold has been found used for purposes 
of smuggling on the Russian frontier.

I can not but think, if my memory is not deceiving me, 
and if what has been reported is correct, that this smug
gling can be managed only by way of the foreigners 
exchanging their paper money for gold here and then 
crossing the border with Russian money, and that it 
can not be done by getting the gold exchanged on the 
Russian side of the border. I can not examine further 
into this question, but I hope that it will be cleared up. 
It must be possible to have the situation on the frontier 
investigated by experts, in order to find out whether 
it is as Herr Fischel has stated— that German gold is 
here exchanged for the foreign money, and that conse
quently people go out with Russian bank notes and 
leave the gold here— or whether they cross the border 
with the German gold and then exchange it there. That 
is, of course, of extreme importance as to the whole 
movement of gold. I would therefore request that we be 
provided with the most reliable information possible 
concerning this question also.

It might also be considered— and I should like to raise 
the question— whether, since a large business at the 
frontier is concerned, an official bureau of payment and 
exchange could be instituted for the foreign workmen, 
at which they could obtain paper rubles. Undoubtedly 
the station restaurant keepers and the smugglers derive 
a very great profit from this business of changing money,
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and the workmen are probably sadly cheated. It is 
also to our interest to prevent them from taking gold 
out of the country; and this will, perhaps, be prevented 
if some such official exchange agencies are opened on the 
frontier and paper rubles are provided for the workmen, 
who use in Russia the silver ruble, and after they are once 
there spend nothing but rubles. I think the workmen 
will then make a better bargain, and we shall certainly 
succeed in securing the gold.

I beg, then, that you • will give your minds to this 
measure. These are certainly very difficult problems; 
but I think our Reichsbank has solved problems more 
difficult before now, and will be a match for this one 
also.

Doctor Lex is. Gentlemen, I should like to say just a 
few words, since my suggestion of yesterday has been 
brought up again. In the first place I wish to remark 
that my proposal is not an entirely new thing. In England, 
at the end of the seventies, data of this kind were obtained; 
it was found out how many sovereigns there were of 
the different coinage years since 1817. To be sure, this 
was done only on a small scale; perhaps a million coins 
were examined in this way. Nor would my proposal 
go so far as to suggest that the whole of the gold in the 
Reichsbank be thus examined; that certainly would be 
a gigantic undertaking. But I think that if one were to 
take gold pieces that come fresh from circulation, approxi
mately the same relations between the numbers of coins 
of the different years would be found, if only a few hundred 
thousand pieces were examined, as those which obtain
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in business at large, especially if the counting were done 
at the different bank offices of the whole Empire at the 
same time. It would be enough, in my opinion, if at 
every bank office one official were to spend one day 
upon it; he would sort in this way from 1,400 to 1,500 
coins in one day, and this could be done at a few hundred 
offices. The dates are marked pretty distinctly, so 
that it would not be a very great piece of work. In this 
way (always on the supposition that approximately the 
same percentage obtains among the outputs of the different 
years when these few hundred thousand pieces are ex
amined as obtains in business at large) one would obtain 
series of percentages for the thirty-six years during 
which gold pieces have been coined. Now, then, if 
one were to take these percentages of the coins examined, 
and if one had besides the amounts of the annual coinage, 
one could determine with tolerable accuracy how much 
is left, relatively, of each year’s output. It is true that 
the coins used industrially will probably be always the 
newest ones; on the other hand, such as are taken into 
foreign countries will belong to all possible years of output. 
It would then probably become evident that only a very 
few of the pieces coined in the seventies are left, and one 
would properly assume that those that are missing have 
been carried out of the country or melted down. I think 
that in this way there could be obtained a certain basis 
for making an estimate; and in England, as I have said, 
the experiment has been made, although for a different 
purpose.

B a n k  I n q u i r y  o f  1 9 0 8
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Mr. Mommsen. Gentlemen, just a word in reply to the 
remarks of Count von Kanitz. He referred to a brief 
observation that I made yesterday, but he did not under
stand me aright. If I said that in determining the bal
ance of payments we assigned too small a figure to the 
amount of our trade profits, I still maintain that this is so. 
But he put it that I had counted the trade profits in with 
the balance of trade and had assumed that the trade 
profits must belong to the balance of trade. This is cer
tainly not the case, nor is this what we are now concerned 
with. All the profits made by our German trade, in so 
far as they come from money that is earned in foreign 
countries, are shown not in the balance of trade, but in 
the balance of payments, and this is precisely the consid
eration that strengthens me in the view advanced by 
Herr Fischel— that our balance of payments, which is one 
of the first things to be taken into account in dealing with 
banking questions, is not necessarily adverse. Think of 
the North German Lloyd and the Hamburg-American 
Line. You have mentioned the dividends of the North 
German Lloyd and said that they are small. It is true that 
they are not of very essential importance. But a large 
part of the whole gross revenue of the North German 
Lloyd and of our large steamship companies is made up 
of money that comes in from abroad; it consists in freight 
charges and profits which are paid in large part by foreign
ers, while the expenditures remain mostly in this country. 
In this way our balance of payments is improved by a 
considerable amount over and above the trade profits. I 
have wished to make this remark simply for the purpose 
of preventing a misunderstanding of what I said yesterday.
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Now, one word more as to what has been said here 
about the study of political economy. I agreed through
out with the opinion of Herr Geheimrat Wagner in so 
far as it was concerned with the better education of our 
officials in political economy, especially of our North Ger
man officials. But I have not meant to imply that I 
should not trust a man to get the run of things by expe
rience, even if he had had no training in political economy 
in his youth.

And another word as to what Herr von Gamp said 
to-day about the foreign loans. I think that the state
ment of the case that he has given us to-day meets with 
the agreement even of those who protested very vehe
mently against his first exposition. On this ground, at 
any rate, we shall find ourselves agreed, for this is exactly 
the ground always taken by the German banking world in 
the placing of foreign bank loans, and this is proved, as I 
remarked yesterday, by the very extracts from statistics 
that have been submitted to us.

But now let me turn to the speech of Freiherr von Wan- 
genheim. I think that by the very valuable exposition 
that we have heard to-day from another representative 
of agriculture, who is also a member of the commission—  
from Herr von Cetto— we are saved the trouble of going 
back at all to the speech of von Wangenheim. This gen
tleman has given himself out to be the representative, in 
this body, of agriculture. Herr von Cetto has rightly 
said that he is not, in the sense implied, a representative 
of agriculture, and I think we really need not concern
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ourselves further with his remarks. Moreover, Herr von 
Wangenheim has announced that in due time he will sub
mit these opinions to the Reichstag when it is deliberating 
on the banking law. In that case we shall again have the 
opportunity of replying to them, if it is necessary, but I 
think that they are not such as to render it at all necessary.

The Chairm an . Gentlemen, it is nearly half past 12. 

I should like to close our debate for to-day.
I am anxious, however, to make just a brief reply to a 

remark of Freiherr von Gamp concerning the former bank 
administration; I should not like to have it go unques
tioned. Gentlemen, remember that not only was the 
development that took place in our own economic life in 
1906 and 1907 a very extraordinary one, going beyond all 
human expectation, but besides, at the very time of great
est tension, there arose an international money crisis and 
America’s gold famine. Gentlemen, one can understand 
how, under these circumstances, when an economic 
development goes on at a tremendous rate throughout 
three years and then becomes so extraordinarily compli
cated, the gold holdings of the Reichsbank should fall off 
to an unusual extent. But I think we are not justified 
in forming out of this a serious charge against the Reichs
bank; we are not justified in charging the Reichs
bank with failing to take the care one might have 
expected it to take, and thus neglecting to devise pre
cautionary measures for these critical times. Gentle
men, this is not right. In reference to the conditions 
which were indicated by its experience, the Reichsbank 
administration had in every respect adopted these pre
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cautions. Even in the years before the crisis it tried to 
draw to itself large quantities of gold; many of the facil
ities which we now give, it secured even then, and we are 
now only building those, roads which the former bank 
administration laid out.

Gentlemen, if you look at the statistics you will find 
that in 1905 the stock of metal in the Reichsbank had 
already risen to 1,147,000,000 marks. That is as high a 
figure as our largest stock of metal this year has reached, 
and judging from the experience of the bank administration 
in earlier times of economic excitement this stock of metal 
might well have been expected to suffice, even for greater 
upheavals than had occurred in the past. That this stock 
did not fully hold out in the case of such an unexpected 
attack as we have had can not properly be counted as a 
mistake of the Reichsbank. Even the heavy losses of 
gold in consequence of the American demand for gold in 
October and November, 1907, were in great part made 
good in the same year through the efforts of the Reichs
bank to collect gold, even at this difficult time and even 
though it involved losses.

Gentlemen, while we live, we learn; and from this the 
former bank administration, as I should like to make you 
see, never tried to be exempt and never was exempt. We 
now have behind us the experience of the difficulties of 
the recent hard years, and this leads us to conclude, on 
the same grounds as before, that we must utilize every 
opportunity of permanently raising the level of the gold 
supply of the Reichsbank whenever circumstances favor 
our doing so. But, gentlemen, to cast blame, and such
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heavy blame, upon the people who did not foresee these 
conditions— this is, in my opinion, going too far, and one 
can apply to this case the old saying of the Rathaus— that 
one often leaves wiser than one*enters.

[Very true!]
Freiherr von  G am p-Massa u n en . I think that if the 

chairman will look through the stenographic report of my 
speech, he will see that it was far from my intent to make 
any personal attack upon anyone. Nor would this com
port with my custom. The matter here in question is a 
fundamental view, a view which I myself have supported 
in the Reichstag for a number of years past, but which 
has been always contested to the uttermost by the bank 
administration and by other members of the Reichstag, 
as well as by the private banks. You will therefore un
derstand, I imagine, why I have laid stress on the fact 
that a prominent member of the banking world has taken 
practically the same position, and why I have shown that 
my view did not deserve the unfavorable judgment that 
was accorded to it.

The Chairm an . Gentlemen, I should like to close our 
session for to-day, and to ask that we meet again to
morrow at io o’clock.

(Close of session, 12.30 p. m.)
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T h u rsd ay , October 15, 1908— 10 o'clock.

Chairman, Wirklicher Geheimer Rat H a vEn ste in , presi
dent of the Reichsbank direktorium. Gentlemen, I beg 
that you will continue yesterday’s debate.

Doctor W a g n e r . Gentlemen, I wished to permit myself 
a few remarks in reply to the speakers who treated the 
question yesterday, and at the same time to examine a 
few points with which we have been concerned for the 
past few days. Here is one point that I think needs 
further consideration. It has been truly said by Herr 
Roland-Lucke that the ups and downs of economic life 
are not to be avoided, and that one must therefore adjust 
oneself to them. Herr Singer, too, who is not now pres
ent, has touched upon this question; his theoretico- 
practical standpoint is well known, and he has, naturally 
enough, emphatically stated that he can not start out 
from that standpoint and enter into a discussion of the 
questions involved. He pointed out what enormous va
riations we have had in our economic life, and intimated 
that it was our business to get rid of them— an impossible 
task, however, with our economic system. It is, how
ever, perfectly true that even in our economic system we 
ought to keep before us this object— that of lessening the 
wave movements; though it is certainly a question whether 
this can be done, and if so, to what extent.
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I grant Herr Roland-Lucke that we shall not be able 
completely to prevent the ups and downs of economic 
life. How very much economic life even now depends 
upon these variations, in spite of the international equali
zation of the differences in the harvests of grain and 
other agricultural products in different years. This de
pendence would probably not be got rid of even by 
socialism. The influence exercised by the weather will 
always enter into the case; we shall always have variations 
in the harvests which must be reckoned with. But this 
question still arises: Even if we can not put an end to 
the undulatory movements, to the wave mountains and 
wave valleys, in the economic life, are we doing nothing 
to make the wave mountains still higher and the wave 
valleys still deeper? I think that we must here ask this 
question: Does not our entire organization as to money, 
credit, banking, and the bourse, and also the activity of 
the great leading joint stock banks, contribute toward 
bringing about the result that as soon as a somewhat 
favorable conjuncture shows itself there is altogether too 
much starting of projects, speculation, issue of securities,' 
that everywhere the factories, etc., expand too rapidly 
and too much, that circulating capital is converted more 
and more into fixed capital, tied up in great investments, 
everybody counting on a constantly increasing sale of 
products, which does not as a matter of fact take place? 
At this stage in the process of development, the bourses 
and also the great leading banks take hold with their 
activity in the placing of securities and bring about a 
still more rapid development which leads to correspond
ingly more intense reactions.
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I think it is incontestable that we see here an increase 

in the upward movement at a favorable conjuncture, 
which is inevitably followed, at an unfavorable conjunc
ture, by a downward plunge of correspondingly greater 
severity; that consequently the organization of our 
money, credit, bank, and bourse system, instead of equal
izing and leveling the wave mountains and wave valleys 
(to retain the figure), make them still higher and deeper. 
I think that this is shown by recent experience, if we dis
regard in this connection the influence of occurrences in 
America upon occurrences here. But America itself may 
serve as an example. Syndicates, cartels, trusts, and the 
like, of which it was prophesied that they would narrow 
down the fluctuations of economic life, have done so 
satisfactorily neither in America nor here. This has be
come evident precisely in recent years. I think that, as 
Herr Stadtaltester Kaempf lately pointed out, great dan
gers arise from the fact that a temporary favorable con
juncture is too much utilized by banks and the bourse, 
and that violent reactions are the inevitable consequence. 
This seems to me a point of great significance for the 
questions with which we are here concerned.

I wish to mention another point which is directed 
primarily against certain remarks of Herr Mommsen. We 
have already spoken of the matter in private talk, but I 
should like to bring it forward once more in this assem
blage. I refer to the question of the flotation of foreign 
loans. I did not yesterday question the fact that theo
retically our German capital must participate in foreign 
loans, and also in other loans, such as state loans, share 
enterprises, etc. But in this, too, one must take account
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of the other side of the case, and it is this other side that 
makes me doubtful whether we ought to encourage flota
tions of foreign paper, the introduction of our capital into 
foreign loans. Herr Direktor Mommsen and the other 
gentlemen who are immediately connected with his pro
fession take the ground that on the whole the gains from 
the foreign loans are greater than the losses. He called 
attention to the fact that the public has on the whole 
made a profit, and that this is economically important. 
In one sense I, too, agree with this, but in another sense I 
have my doubts. Can one regard what is called “ the 
public” as a unit? The public is composed of different 
elements. I will name only two— the great capitalists, 
to whom the banks belong, and the small capitalists. 
Even if on the whole, in spite of losses, profits may have 
been left over for the “ public in general,” still the losses 
have predominated for the capitalists of moderate and of 
small fortunes. I myself have instances of this— not, 
happily, in my own person, but in people that are in close 
relation to me, and I know what losses have been suffered 
from paper of very different kinds. The Portuguese, we 
are told, should not be mentioned any longer; but Ameri
can and other paper can also be adduced.

Thus the upper section of the capitalistic public has 
made profits, while the lower section, that of the small 
capitalists, has lost— that is, the national wealth is again 
unevenly distributed. The gentlemen shake their heads; 
well, let them answer me. This brings me to another 
point. I am sorry that Herr von Gamp has gone out. I 
wished to address myself to him. I am glad he is just
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coming in again. He referred to the joint-stock system in 
disproof of my view of our having arrived at a more unequal 
distribution of national wealth. Well, I submit it to you 
to say whether this is altogether right; for, even if many 
share enterprises are so situated that a part of the shares 
goes to the small and moderate capitalists, still a larger 
part certainly belongs to the large capitalists. But this 
is not the point with which I am here concerned. I am 
here concerned with the point made by Count Kanitz 
and also touched upon by Herr von Wangenheim. It 
is a point on which I agree with them, and, though 
I spoke of it yesterday in private conversation, I should 
like to bring it up in this assemblage also. I refer to 
the phenomenon we find in our present economic develop
ment— that, as is shown by the Prussian income-tax statis
tics and also in the property-tax statistics, we have a much 
larger increase in the number of persons with large in
comes— the number of these has in general more than 
doubled— a much slighter increase in the number of per
sons with moderate incomes, and a great increase in the 
number of those with small incomes, and further that both 
the large incomes and the small ones are increasing on the 
average more rapidly than those of moderate size.

What is the final result of this, if, for example, it be 
graphically represented? Just as Count Kanitz and Herr 
von Wangenheim have said, the head above is growing 
thicker and thicker— some one said, rather maliciously, 
that it was getting to be a sort of big hydrocephalous 
man— the waist in the middle is growing smaller and 
smaller, and the belly below is getting to be bigger and
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bigger, and better and better fed. It is shown in the fact 
that we have a far from inconsiderable number of much 
richer people, both in income and in capital, than there 
were before; a considerable number of comparatively 
well-off workmen in the lowest classes, but a constantly 
diminishing, or at least relatively diminishing, number of 
people with moderate incomes. If we regard the national 
income as a whole, if we represent it graphically, we are 
reminded again and again of a picture first drawn by 
Rodbertus. What we may call the natural, normal pyram
idal shape of the national income passes over into an
other shape— more like that of a bottle, one might say. 
bet us fix upon this picture: A thick belly, the lowest 
class; a neck growing thinner and thinner, the middle 
class; and at the top, a thick head.

On the basis of the data which Herr von Wangenheim 
cited, I assert again, as I have done before, that if you con
sider the persons in Germany who have, say, 100,000 marks 
income— and among us these must be reckoned as rich—  
the number of these has increased in the course of the past 
fifty or sixty years, within the bounds of what is now 
Prussia, approximately (naturally the figures are never 
quite exact) from 100 to 3,600— that is, they have multi
plied thirty-sixfold, as no other class in the census has done 
in these years; and if we determine their aggregate income 
as a fraction of the entire national income, we find that 
precisely in the comparison of percentages the really rich 
class shows an increase in relative as well as absolute in
come, while the percentage of the middle class has become 
somewhat smaller, and the percentage of the lower class
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larger. These are developments that trouble me, and it 
is this that I wish to emphasize, and in opposition to which 
Herr von Gamp adduced figures which in my judgment 
do not prove what he endeavored to prove against me. 
This is all that I wished to say.

Doctor RiESSER. Gentlemen, the remarks of Herr 
Geheimrat Wagner, which are merely a completion of 
what he said yesterday, show that one may arrive at quite 
different conclusions not only if one starts from different 
statistical data, but also if one seeks to draw one’s own con
clusions on the basis of the same statistics. And when 
two persons read the same thing, the conclusion they draw 
from it is not always the same. For my part, in order 
that the representation of the matter be not one-sided, I 
would say I regard the pet picture of the hydrocephalous 
man as altogether incorrect. I particularly wish to point 
out that in the period in which we find ourselves (i. e., 
from 1870 on) the number of those who advance from 
a lower to a higher taxation stage has been constantly 
increasing— a circumstance which, in contradiction to 
what Herr Geheimrat Wagner has brought forward, 
appears to me to illustrate precisely the right, the healthy, 
and the steady progressive development of our economic 
condition. Accordingly, I further believe that the result
ing increase of the number of persons belonging to the 
higher taxation stages, which he deplores, is natural, and 
should be welcomed and rejoiced in. Even from the 
standpoint he adopts, it is much less dangerous than he 
represents it to be, for it goes without saying that pre
cisely the class subject to highest taxation, as distinguished
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from all the others, can not deliver over any members 
who have grown richer, while it is continually being fed 
by the upward pressure of the other classes. I am very 
far, therefore, from seeing anything ruinous in the circum
stance that the number of those who have an income of 
over 100,000 marks has considerably increased in the 
present epoch. I look upon it rather as a very welcome 
indication that our hard wrork in the last few decades 
has not, after all, been without results, and that we, too, 
can point to a happy beginning of a more extensive 
organization of capital, of which there was pressing need.

Moreover, there is another fact not less important, but 
always overlooked or disregarded by Herr Geheimrat 
Wagner. This is that there has always been a relative 
increase— relative, that is, to the general increase of pop
ulation— in the number of those who rise out of the class 
of nontaxpayers (in Prussia this consists of people with 
less than 900 marks income) into the class of taxpayers. 
This fact can be proved in detail for Prussia as well as for 
Saxony. For example, the number of persons subject to 
an income tax in Prussia increased between 1892-93 and 
1898-99 by 19.5 per cent of the whole number of persons 
subject to an income tax, while the population in these 
six years increased only 8.2 per cent. The report, too, 
of the imperial marine bureau in December, 1905, on 
“ The development of German marine interests in the last 
decade,” establishes the fact that the incomes of the 
middle and lower sections of the people also exhibit a 
considerable and lasting tendency to expansion.

This can be denied or misunderstood only if one speaks 
constantly and insistently of the increase of wealth in the
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upper classes as a danger of “ plutocracy” and pays no 
heed to the fact that the savings-bank statistics, for ex
ample, seem to prove— at least, I am convinced they do—  
the opposite of what Herr Geheimrat Wagner has just 
said:

Doctor W a g n e r . I admit that in the case of the work
ing classes.

Doctor R iE SSE R . In the case of the lower classes: T o  

these belong not only the working class, but all those 
classes that make savings without investing them in 
securities; investment in stocks by the propertied classes 
only begins at about 3,000 marks. These savings-bank 
statistics show that the number of savings-bank books in 
Prussia more than doubled itself from 1882 to 1897, and 
the amount of savings-bank deposits more than tripled 
itself in the same time; that in Prussia at the end of 1903 
there were many more than 9,000,000 savings-bank books, 
with much more than 7,000,000,000 marks of deposits, and 
that there was one book to every four inhabitants, whereas 
in 1882 there was only one book to every eight inhabitants. 
At the end of 1903 the savings-bank deposits in Prussia 
amounted to 7,230,000,000 marks; at the end of 1904 to
7.750.000. 000 marks. Accordingly, the aggregate of de
posits in Prussia, which in 1895 was only 4,000,000,000 
marks, about doubled in nine years; and we know, from 
the statistical yearbook of the German Empire, that at the 
present time the entire amount of all savings-bank depos
its— only Braunschweig is wanting, because the figures 
could not be ascertained there— is about 14,000,000,000 or
15.000. 000.000 marks. Accordingly, the assertion that 
the lower classes have steadily gone backward as to their

635

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



N  a t  io n a l  M  o n e t a r y  C o m m i s s i o n

means, not to speak of this being caused by foreign loans, 
is absolutely incorrect. In this connection I will not go 
into the question whether there is any reason to sup
pose, in any case, that persons belonging to the lower 
classes invest their money in foreign loans. I should 
answer this question in the negative.

But, so far as regards the foreign loans themselves, I 
would refer to the remarks which I made at a former ses
sion upon the necessity and usefulness of foreign loans.

Mr. K a e m p f . In reference to the speech of Herr Ge- 
heimrat Wagner I should like to make a few remarks. 
He started out with the assertion that the banks inten
sified the wave lines of the economic conjuncture by an 
untimely activity in promoting the flotation of securities. 
I have to controvert this. The banks do not put out 
securities arbitrarily, but only when state, communities, 
and industrial companies need to raise capital. And they 
can place securities only at a favorable time; they can 
not do so in bad times; they are obliged to wait for the 
favorable conjunctures in order to be able to put out 
securities— not for their own sake, but in order to sat
isfy the requirements of those who issue the securities 
through them.

However, I have taken the floor not only for the pur 
pose of contradicting the assertions of Herr Geheimrat 
Wagner but also because I wished to return to the com
plaints made at the close of our session yesterday by 
Herr von Gamp in regard to the conduct of the Reichs- 
bank, which, to be sure, have already been reduced to 
their proper proportions by his excellency, the president
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of the Reichsbank. I consider it necessary that these 
complaints be replied to from out of the general ranks 
of the commission also.

Gentlemen, the president of the Reichsbank has 
already mentioned two factors that have made the task 
of the Reichsbank in recent years uncommonly difficult. 
First, the great need of our own country, and, second, the 
quite unexpected and unusual need of America, which 
drew gold from us, coute que coiite. I should like, how
ever, to advance still a third point— that in the midst of 
these difficulties agitations have arisen which have given 
occasion for doubts as to the certainty of the Reichsbank 
notes being redeemed in gold. These doubts were trans
mitted to the public and to foreign countries, not, of 
course, by intention, but the actions of those wrho have 
made motions on the subject in the Reichstag and who 
have roused these doubts outside the Reichstag through 
newspaper articles and speeches— the actions of these 
people have had the effect of arousing mistrust abroad. 
I myself have often been met abroad by the question, 
Can you in Germany still pay your notes in gold and will 
you pay them? These questions have arisen in view of 
the agitation that was made to increase the payment- 
power of silver; in view of the agitation that was directed 
toward allowing the Reichsbank notes to be redeemed in 
silver as well as in gold after the payment power of silver 
should have been increased. I know the contents of a 
letter from one of the foremost foreign banking institu
tions, one that was constantly present at the bourse as 
discounter of mark bills; the contents, I say, of a letter
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that declared that doubts had been expressed as to 
whether these mark bills might still in the future be looked 
upon as a gold reserve.

Gentlemen, of the three factors which have weighed so 
heavily in recent years upon the Reichsbank, this third 
one has, to my mind, been the most grievous.

[Very true!]
If we are now to rack our brains over the question -of 

how conditions can be changed in the future, then, in my 
opinion, the most important thing of all is that these 
agitations be once for all put an end to and that no doubt 
may ever again arise as to whether the Reichsbank will 
fulfill its obligation of redeeming its notes in gold; but 
when I consider all these three factors together I am 
obliged to conclude that the Reichsbank deserves no 
blame, but that, on the contrary, it deserves the very 
highest praise for having been able to cope with all these 
difficulties. The Reichsbank and our gold standard have 
stood their trial by fire precisely through having con
tended with these difficulties.

[Bravo!]

Mr. RoivAND-LuCKE. I gather from several remarks of 
the speakers of the last few days that I have to reproach 
myself with not having expressed myself with sufficient 
clearness, in my speech last Monday, in respect to two 
points which I consider not unimportant.

Herr Singer remarked yesterday that I had designated 
the industries as responsible for the existing overtension 
in Germany. When I was endeavoring, last Monday, to 
explain the development of the causes of the overten-
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sion of economic life in the past year, I did say that in 
the first instance the overtension was caused by a too 
hasty, and far too great, expansion of industry. That 
is true. But I then stated, I believe, with very special 
emphasis, that the industries are not to be reproached 
with having struck up this rapid tempo on their own un
considered initiative; and I consider it important that 
the industries be not treated like naughty boys, since I 
have pointed out quite plainly that the real primary cause 
lies in entirely different factors.

I asserted emphatically on that occasion that industry 
has simply been dragged along, and that the real cause 
is the too rapid and immoderate expenditures of our 
Empire, its separate States, and our cities. Through 
this rate of expenditure of money, and through the oppor
tunity thereby directly and indirectly afforded to indus
try of quickly getting extensive control over large indus
trial undertakings, we have been drawn into the too hasty 
tempo of industrial development. I never direct the 
reproach to the hand which is mechanically set in motion; 
I direct it to him who sets the hand in motion. The crimi
nal of whom Herr Singer has spoken is therefore our 
Reichstag, the legislative bodies of our States, and the 
authorities of our cities. These have often not practiced 
the frugality, necessary from a business and economic 
standpoint, which corresponds with our means. They 
have thus set our industries going at too high a speed, 
and that is the cause of the trouble.

Gentlemen, it is much to be regretted if we in this 
assembly let ourselves be carried away by so many differ

639

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



n e t a r y mmi s s  ion

ent ideas on this subject. If the Reichstag and the 
public bodies of which I have spoken, which hold the 
purse strings, had asked themselves on every occasion: 
From what source shall we take the money, and is that 
source at present so constituted that we can confidently 
promise the money?— then a better economic situation 
would have come about of its own accord than that which 
has come to pass.

In another point I seem to have been misunderstood in 
various ways. I said that if the political clouds that have 
lately loomed into view had not gathered, the beginning 
of a general economic improvement would seem to be 
not far off. Apparently these words have been taken to 
mean that I represented our situation as being already a 
very good one. Gentlemen, this is a very different thing. 
I thought that, aside from the political situation in the 
last weeks, I might speak of the beginning of an improve
ment as being near at hand, since after all a return to a 
normal money market, and a return of a calm and con
fident disposition toward it, has been achieved. In place 
of the former panic-like atmosphere— an atmosphere 
which, in the case of the world’s great credit houses, was 
shown at the end of last year and the beginning of this 
by the fact that in all corners of the transmarine world 
even legitimate credit encountered great difficulties— in 
place of this atmosphere a normal condition has again 
arisen, and the necessary support given by transmarine 
commerce has again been more or less fully attained. 
The probability of a satisfactory issue of the presidential 
election in America brings us nearer to the fulfillment of
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the necessary condition for a return to a more active 
state of enterprise. In the Transvaal we see the gold
mining industry awakened to the liveliest activity after 
a lethargy of years, and from this industrial orders of 
great magnitude may be expected.

Gentlemen, if from these things I permit myself to draw 
the conclusion that the return of better conditions is 
approaching, I can not allow myself to be influenced by 
the fact that one gentleman has said in opposition to me 
that our spinning mills are all suffering, that their spin
dles are- in large, part idle. Yes, gentlemen, the spinning 
mills can not get back to a condition of satisfactory 
employment until the general earning capacity, the gen
eral conditions of wages for the great masses, become 
favorable. The spinning mills can not be fully employed 
until we are already in the midst of good conditions, with 
the great mass of the people in a position to buy the goods. 
I hope that in what I have said I have removed the mis
understanding which seems here and there to have arisen.

In regard to the flotation of securities, I am perfectly 
willing to concede— and I hope I may be permitted to 
point out that I have never allowed myself to speak here 
as a representative of a bank, which, by the way, I am not 
at all, but I speak from an entirely independent stand
point— I concede, I say, that here and there the intro
duction of foreign securities might perhaps better be post
poned or limited. I have only to point out, on the other 
hand, that the establishment of an authority calculated 
always to assure a correct and wise limitation of this kind 
is a matter of impossibility. If you wish to have such a
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limitation put into force, this could be accomplished 
through the agency of existing authorities— for example, 
our Reichsbank and the Prussian minister of commerce. 
Whether these, however, could undertake and carry out 
a direct task of this kind in a really satisfactory manner 
is a point on which I shall not pass judgment. It will 
be found inevitable in the future as in the past that at 
times wThen a great need of investment makes itself felt, 
and the desire to enjoy higher rates of interest likewise 
comes to the front, the satisfaction of this need must be 
provided for, if we do not wish to drive money abroad 
in secret ways; for the man that wants to get higher 
interest will in most cases have his way under any cir
cumstances, whatever you may prescribe and whatever 
you may do.

Herr Geheimrat Wagner has said that, even if we can 
not prevent the waves, we must at least try to cut off 
their crests, and I should like to point out still more 
definitely a general line of conduct. I imagine that the 
result of our whole inquiry will not in the least satisfy 
either the Reichstag or public opinion. We have to de
cide between this outward contentment, which we shall 
probably not create, and our own conviction that our joint 
deliberation will bring about, or has brought about, con
siderable and lasting practical results of a beneficial char
acter. For I should like to point out once more— and I 
think the practical bank experts especially agree with me 
in this matter— that it will be no small thing gained if 
the Reichsbank does, as it has more than once declared 
here that it will, keep strictly to the practice of refusing
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to discount illegitimate bills— that, is, such bills as are 
not based in a sound manner upon a short movement of 
goods or upon a short industrial process. The result of 
this policy would necessarily be as follows: Every dis
counter would be forced to keep only a very limited 
quantity of such bills in his portfolio as are not accept
able to the Reichsbank, for if he accepts them in larger 
measure he will have a portfolio which will fail him in 
any emergency. [Very true!]

But it is not only the willingness to discount that will 
be necessarily wisely restricted, but also the willingness 
and ability to accept illegitimate bills, for every accept
ance house will for good or ill say to itself, when it is con
sidering the acceptance of such bills, that if it does so a 
part of its acceptance will be thrown upon the market, 
which may very easily arouse suspicion against the insti
tution or against the acceptor, and it will consequently 
be obliged to use moderation in the acceptance of such 
bills.

Now, this is the practical point which is of more impor
tance than all the others. You may make laws as much 
as you like for the purpose of restricting the granting of 
credit that is in your opinion unjustified, or that is, let 
us say, somewhat too optimistic; still it is incomparably 
more important than any laws that the Reichsbank should 
maintain the principle which it expressly announced to 
us, and should act wisely in accordance with it; this is a 
result which, to be sure, we can not ascribe to our inquiry, 
for the Reichsbank itself took the necessary initiative in 
the matter, but which is the only thing that can avail at
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all to prevent the culmination of certain phenomena. 
And by this means, too, the whole question of flotations, 
so far as regards an excessive introduction of foreign 
securities, is sufficiently looked after. [Very true!]

The Direktorium of our Reichsbank, I repeat, by the 
use of means like this, which it is already at liberty to 
employ— though the employment of those means may 
perhaps create for the board here and there a somewhat 
unpleasant situation— absolutely holds the scales in its 
own hands.

Mr. F i s c h e e . Gentlemen, the nature of our delibera
tions is such that we are obliged to enter rather often 
into the discussion in order to revert to what has been 
said by our colleagues. We must gather up the loose 
ends and draw them tighter; often we must even 
straighten them out, if we are to have a firm weave and 
a proper pattern. This is my excuse for going back to 
some of the remarks of Freiherr von Gamp.

Above all, it has given me great pleasure to see that the 
discussion of the question of the flotation of foreign secu
rities has brought about this good result: Freiherr von 
Gamp has now been led to agree— at least to judge from 
his speech of yesterday— with the majority of our col
leagues. He recognizes fully the advantage, even the 
necessity, of foreign loans. I think it would be difficult 
to question it; for after all we must all desire that Ger
many, as an economic whole, should keep in reserve, or 
save up, a part of the result of its labors for a future time, 
in order that she may become more and more the creditor
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of other countries. Suppose we took the opposite stand, 
the stand that seems to me to be implied in the memorial 
of Herr von Wangenheim; suppose we adopted and gave 
out this general principle: Don’t bother about other coun
tries; keep entirely to yourselves and work without ref
erence to anyone else; well, that would simply mean 
that we are not to trouble ourselves about posterity. 
We should then be in the attitude of the famous Irishman 
who once exclaimed in the British parliament: “ What 
has posterity done for me?” [Laughter.]

The question to which Herr von Gamp made reference 
is this: He now says— and rightly— that foreign loans 
should be brought to the German people; and he makes 
at the same time, as we all do, the reservation that this 
should be done in proper measure and at proper times. 
The proper time is, in my opinion, often ascertainable 
through the circumstance that at unsuitable times con
ditions affecting the rate of interest frequently form a 
dam. A certain amount of foresight will also be requi
site; but in the realm of prophecy and foresight we are 
all more or less dilettanti. It is therefore perhaps not 
right for it to be said in certain quarters on every occasion 
and about every flotation: They were not well timed!

I should like, for example, to go back for a moment 
to the opinion expressed by Herr von Gamp, that the 
small Siamese loan was taken over at a very unlucky 
moment— at a time when we had no sufficient means of 
making foreign payments. We must suppose, then, that 
he assumes that the money for the payment of this loan 
left Germany at the very moment of the placing of the
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loan. I think, however, that one may easily be mistaken 
in such an assumption, and that it is quite possible for 
the money not to be sent away until later, when we can 
easily do without it. [Very true!]

Such precautions for the sake of the general economic 
good are often taken by the flotation houses when the 
agreement as to the loan is made. But I can affirm with 
particular pleasure that, since the speech made to-day 
by Freiherr von Gamp, there exists a general agreement 
as to foreign loans, and I shall merely express the hope 
that this agreement will be a lasting one.

It has been said here, gentlemen, that losses have some
times resulted from the taking over of foreign loans. 
That is perfectly true; occasional losses have been incurred, 
and will, I fear, for all our precautions, be again incurred. 
But they are by no means so considerable as they are 
supposed to be; and permit me to say that if we follow 
the flotation of foreign loans through a long series of 
years we are forced to conclude that from the taking 
over of foreign loans Germany has derived very great 
profits, compared with which the isolated instances of 
losses are as nothing at all.

Reference has been made to the fact that there have 
been many conversions of foreign loans. This, too, is 
natural; this will always take place as a consequence of 
the natural changes in the rates of interest; and conver
sions are made not only in the case of foreign loans, but 
quite as much in the case of German securities. We all 
remember that in 1897 in Germany the great conversion 
of 4 per cent loans was brought about. It may be that the
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lowering of the rate of interest on domestic loans also 
contributed to give the public for the time a greater taste 
for foreign loans. I wish to point out, however, that those 
who are desirious of our having very low rates of interest 
in Germany ought not to deplore overmuch this conversion 
of domestic and foreign loans; for it is impossible that 
the rate of interest on capital should remain high while 
the rate of interest on loans is low.

But now I wish to clear up a misunderstanding; I wish 
to show that, where Freiherr von Gamp has imagined a 
disagreement between my view and his own, there is really 
no disagreement at all. He seems to assume— and he cer
tainly must have been reading between the lines to do so—  
that I said that the chief of those evils that have brought 
about the undesirable state of affairs is the immoderate 
development and the extremely improvident management 
of our industries.

Freiherr v o n  G a m p -M a s s a u n e n . I did not quote you as 
having said that.

Mr. F i s c h e e . I understood you to do so. What did 
I say? That in the course of an upward movement we 
have overshot the mark. The boom to which I have 
reference unquestionably did exist; but this boom was 
not confined to Germany, but was all over the world; 
and it was shown everywhere by the great increase in 
consumption, by the great rise in prices, and by the great 
extension of business. In this sense it is, of course, true 
that the boom that arose and the excessive measure 
to which it was developed are together responsible for the 
conditions that have been evolved. But I had no inten-
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tion of saying that our industries ought to come to a 
standstill. I think, indeed, that this is clear from what 
I said in connection with other matters, since I made 
special mention of the restless activity of the German 
people, and described it as a blessing.

Of course, the manufacturers are only men— not gods; 
they will often make mistakes— that is unavoidable. And 
so it is clear that good times are sure to lead to optimism, 
and optimism to a certain overestimate of strength. 
But as to the necessity for the further development of 
our industrial interests, and the need of having them look 
ahead and effect an increase in their productive capacity—  
in this I am in complete agreement with Freiherr von 
Gamp. And I wish to lay special emphasis upno this 
point.

But there is, I fear, still another point as to which I 
have been misunderstood. Freiherr von Gamp seemed 
to assume that in bringing forward the figures of the aver
age amounts of our stock of metal at different periods 
I intended a criticism of the management of the Reichs- 
bank under its fomer president. Excuse me; I have 
much too great respect for the former president, Excellenz 
Doctor Koch, and much too strong a conviction of the 
services he rendered, for it to have been possible for me 
to express any such opinion. Since you have thus given 
me provocation, permit me to express, on the contrary, 
my conviction that Doctor Koch conducted the Reichs- 
bank in the best interests of the whole economic life of 
Germany. I have also made special mention of my opin
ion that the regulation of the money market and the
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maintenance of proper conditions in the bank with refer
ence to the demands made upon it depend chiefly upon 
the policy as to the rate of interest, the rate of discount.
I have also particularly pointed out that this discount 
policy has, in point of fact, been managed in the right 
way. I believe that those who wish a still more extensive 
influence to be exerted upon the condition of the bank can 
not logically escape from the inference that the rate of 
discount should have been still further raised in former 
years. But surely that would have given cause for a 
great deal of discontent. Yes, gentlemen, there will 
always be different views as to the degrees of such increase, 
and I think we ought not to require of the Reichsbank the 
performance of a task to which it is not adapted. The 
Reichsbank can not by its management exercise complete 
control over the economic life of the whole country; it 
can only influence it in a certain measure, and this it has 
done. But it is certainly not right that the very people 
who have opposed every increase in the rate of discount 
should hold the Reichsbank responsible for a condition 
of affairs against which it was precisely the Reichsbank 
that fought by means of its discount policy.

If I have permitted myself, gentlemen— and I am some
what ashamed of the importance that has been attached 
to this matter— if I have permitted myself to propose as 
a minor measure that we establish a parity with England 
and America with reference to our price of gold, I should 
like to point out once more that I have always spoken of 
it as a minor measure. I warn you now, too, against valu
ing it too highly. I do, indeed, consider it worth while to
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try it, but we can not justly make it a matter of reproach
\

to the Reichsbank that, its purchase price having hitherto 
been fixed by its regulations at 2784, it has acted accord
ingly; rather must we give it credit for having in many 
cases voluntarily allowed a bettering of this price by the 
granting of advances free of interest. We see, moreover, 
that importation during the last ten years has reached the 
large sum of more than 1,700,000,000 marks of gold, so that, 
after allowing a high figure for the industrial consumption 
of gold, we find that a sum of 700,000,000 or 800,000,000 
is left over for our monetary circulation. If we do not 
find this gold in the bank statement, this is because, unlike 
the case in France, the public uses more gold than notes. 
A great deal has been said about this in the hearings of the 
experts. In spite of the increase of the gold circulation 
the note circulation has been greatly increased. It is 
worth while to try to work as far as possible with covered 
notes; on this account a further accession of gold would be 
desirable.

Now, I wish to express my complete agreement with 
those who recognize the extraordinary skill with which 
the present Reichsbank administration utilized the busi
ness situation of the current year, since it has strengthened 
its resources by acquiring gold, securities, and foreign 
credits. This skill has met with great success. But the 
Reichsbank administration itself will certainly tell you 
that, if it makes no delays and seizes the proper moment 
without hesitation, it is nevertheless, with all its success
ful activity, still dependent also upon conditions as they 
actually exist. Out of the movement of gold in the present 
year a great consolation and a valuable experience may be
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derived. We see from it that it will not do to oppose a 
great deal of resistance to a temporary outflow of gold. 
The balance of payments, whether it is on the whole fav
orable or unfavorable, is a continuous thing, and does not 
end with the 31st of December as our statistical reports 
do. We must therefore often conceive of quite different 
periods from those which simply follow the calendar. It 
is certain that the exportation of 200,000,000 marks of 
gold in the past year has made it easier for us now to ac
quire gold. . It has not only contributed toward bringing 
about a considerable improvement in the money situation 
in the foreign markets; it has also doubtless brought it 
about that through the resulting wiping out of debts the 
surplus remaining this year as a favorable balance from 
newly created gold credits abroad was correspondingly 
increased, and we had a greater power to purchase gold. 
We can only endeavor to utilize the favor of circumstances, 
and in some measure to moderate their disfavor. That, 
I believe, is our task. An overestimate of what we have 
to do, however, and a change of our economic system, such 
as is advocated by Freiherr von Wangenheim, would, I 
hold, be emphatically a mistake.

I should like to return now to a little technical circum
stance. Herr Geheimrat Lexis has recommended that in 
order to determine as accurately as possible the amount of 
our stock of gold, we enter upon a count and discrimina
tion according to years. I, too, have said in my discussion 
of the matter that I regard this as very useful; but I under
stood it not in the sense that the entire holdings of the 
Reichsbank should be counted, but merely that certain
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tests should be instituted within moderate bounds. But I 
believe, gentlemen, that, however useful this will be for 
the ascertainment of the composition of our stock of gold, 
yet the result will not enable us to arrive at any conclusion 
as to its amount. If, namely, we should actually ascer
tain what percentage of the so-and-so many millions of 
gold minted, for example, in the year 1875 are found, accord
ing to the examination, in a given quantity of 20-mark 
pieces, and what percentage of the coinage of other years, 
we should then be able to conclude how great the total 
stock is only if we knew in advance how extensive the 
melting of the coins of any given year had been. The 
object of comparison is wanting. Let us suppose that a 
million 20-rnark pieces taken out of the channels of 
trade are examined with respect to the ratio of the coin
ages of the various years. We might then assume that 
the entire stock of gold shows a similar ratio for the years 
of coinage still in circulation, and this might have a certain 
interest, but could not tell us even approximately how 
great is the entire amount in circulation, because we do 
not know, either in regard to any particular year or in 
regard to the total, how much has been melted. I believe, 
too, that the English investigations which Herr Geheimrat 
Lexis mentioned, and which gave a valuable result, did not 
extend to this question. They were instituted for the pur
pose of determining to what extent an improvement of 
the English gold circulation might be brought about by a 
calling in of old coins. For this purpose, of course, the 
composition of the circulation is of great importance. I 
should not advise against a test of this kind, for I believe
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that it would be interesting for us to know even the com
position of our stock of gold, but I am afraid that it will 
not make possible any conclusion as to the probable 
diminution of the stock in the past through melting.

Freiherr v o n  G a m p -M a s s a u n e n . Gentlemen, I have 
never— absolutely never— expressed any opinion as to the 
personality of President Koch; still less have I ever made 
any personal attack upon him, and I am very sorry that the 
chairman should have brought up for the first time this 
personal matter. He ought to know that in the Reichs- 
bank we have no autocratic constitution, but that mat
ters are decided at the meetings of the direktorium. To 
what extent President Koch had a determining influence 
in that body I have not ascertained. But if I said any
thing about the policy of the Reichsbank in former times 
my remarks had reference to the legal organization of 
the Reichsbank, which, as I have said, centers in the 
Reichsbank direktorium.

Gentlemen, our colleague Kaempf has thought it nec
essary to bring forward another point with regard to the 
crisis of 1907 besides the two points that have already 
been discussed. If I have understood him aright, he 
directed his remarks against the Reichstag, or at least 
against some of its members. He has, it is true, admitted 
that the agitations have been carried on in good faith; 
but he said that the agitations in other countries may 
well have raised— and have actually raised— a suspicion 
that the Reichsbank is either not disposed to redeem 
its notes in gold or is not in a position to do so. These 
agitations must have seriously aggravated the situation,
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and I regret that encouragement should have been given 
to them from a quarter that certainly has less knowledge 
of the situation in the Reichstag than my colleague 
Kaempf has.

Gentlemen, I deny most emphatically that any expres
sion of any member of the Reichstag can have been con
ceived to mean that anyone in the Reichstag wished to 
eliminate altogether the ninth article of the coinage law, 
“ No one is obliged to accept imperial coins [Reichs- 
munzen\ in payment beyond the sum of 20 marks.” It 
was, indeed, hinted by a member of the Reichstag that, 
for the better protection of the gold standard and in 
order that the Reichsbank might be enabled to redeem 
large sums in gold at any time, this clause might be 
changed to read “ not more than 1,000 marks,” instead of 
“ not more than 20 marks.” As to the question of 
whether this change would have a wide practical bearing 
I will say nothing. At any rate, in wholesale and inter
national business the matter at issue is not some thousand 
marks of silver money, but hundreds of thousands, and 
millions of bank notes. The 200,000,000 marks that we 
allowed to be sent to America would in any case have 
been sent, whether the stipulation of the coinage law 
had fixed the obligation to redeem at sums of over 20 
marks or at sums of over a thousand. This statement is 
confirmed, moreover, by Herr Roland-Liicke.

Well, then, gentlemen, how one can direct these attacks 
against the Reichstag from a desire to come to the aid of 
the former Reichsbank administration, I fail to under
stand. Nor can I think that any foreigner, certainly any
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foreigner who stands in close personal and business rela
tions with our colleague Kaempf, can have been so fool
ish as to assume that this involves an abandonment or 
imperiling of our gold standard. On the contrary, even 
Herr Arendt, member of the Reichstag, who has repeat
edly had the most strenuous differences of opinion with 
our colleague Herr Kaempf, no longer holds to the idea 
that the gold standard may in time be replaced by the 
silver standard. There is, therefore, to-day in the Reichs- 
bank not a single member who desires to see the gold 
standard given up, nor one who does not accept as 
a basis the monetary system that has been developed. 
There is no longer anyone in the Reichstag who attacks 
the German monetary standard.

A few words more as to flotations. Herr Kaempf says 
that it is self-evident that flotations are made only in 
good times. Well, if that were self-evident, we should not 
find ourselves discussing it. It is not self-evident. We 
have heard from many experts that through an artificial 
depression of the private bank discount rate a feeling 
favorable to new loans is created, and the opinion is pro
duced that the time is opportune for them. This ques
tion, however, has to my mind lost its significance, al
though Herr Fischel, in his remarks hitherto, has omitted 
to take a position on the subject.

Mr. F ischel. I deny that emphatically.
Freiherr v o n  G a m p -M a s s a u n e n . S o far as I  am aware, 

you have not touched upon this point— I call that omitting 
it. I assume that you are also of the opinion that loans 
should not be brought in at unfavorable times. In order
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to remove misunderstandings, however, I should like to 
add that not only must the moment for the introduction of 
them be well chosen, but the paper must also be suitable—  
that is, it must have a wide foreign market, and must 
offer a satisfactory security, corresponding to the rate of 
interest it bears. I see no advantage in allowing all pos
sible papers to be placed here— for example, such as after 
a few years have their value decreased by one-third by 
the States in question.

Herr Fischel too will therefore agree with me in wishing 
to exclude such securities as these from the domestic

Mr. F i s c h e l . Then you must appoint an official prophet.
Freiherr v o n  G a m p -M a s s a u n e n . Prophecy, Herr Fis

chel, is a very bad business. But it is surely obvious 
that such paper can not fulfill the purpose that it should 
fulfill.

[An interruption.]

function of serving to settle international obligations in 
times of serious crisis. I should have been glad if some 
one of you had expressed an opinion in answer to my ques
tion of whether it was a good thing for us to get rid of our 
Austrian and Italian securities in order to buy American 
ones in their stead.

Mr. M o m m s e n . Y o u  were not present when I  was deal
ing with the question.

Freiherr v o n  G a m p -M a s s a u n e n . I am sorry. Then I 
will just touch very briefly upon the question.

If we obtain such paper as can be disposed of in the 
great international market even in times of financial,

Herr Mommsen, such paper as this can not fulfill the
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economic, and political crises— a la bonheur, that is very 
fine. But I doubt it. In many cases positive knowl
edge can be had beforehand that the paper issued is not 
adapted to this use, and the banks must certainly have 
this knowledge.

I wish further to call attention to a difference between 
the part played by our banks and the attitude of our 
Bourse, on the one hand, in the placing of foreign loans, 
and what is to be seen in France on the other. In France 
this sort of foreign loans— tropical and other— are often 
permitted only when there is assurance that the money 
will be turned to industrial uses at home.

[Contradiction.]
Yes, indeed; there is often in France an express stipu

lation that the cannon, firearms, and so forth, must be 
ordered in France. The representative of Krupp will 
confirm this statement. Krupp has lost many orders be
cause the French Government has expressly demanded 
that these things be made in France. If our banks also 
did this, if they took care that these sums should remain 
for the most part in Germany, then my attitude would be 
different even with regard to that kind of loan, since the 
money would then be of use to our national production. 
But since our banks do not do this, we have the situation 
of our often giving other countries the money, while they 
order their goods from our competitors.

A  V o ic e . That has never happened.

Freiherr v o n  G a m p -M a s s a u n e n . Surely the represent
ative of Krupp will be able to judge of that.

Our colleague, Roland-Lucke, has very truly said— and 
here I entirely agree with him— that the irresponsible
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borrowing right and left, and general mismanagement 
that has prevailed in the Empire, in Prussia, and in the 
municipalities, is chiefly to blame for our present want of 
money and credit.

Count K a n i t z . Very true.
Freiherr v o n  G a m p -M a s s a u n e n . I am, I believe, though 

perhaps somewhat late [very true!], still in time to 
step in as a most energetic opponent of this misman
agement. But, gentlemen, Herr Roland-Tiicke is wrong 
in bringing this mismanagement into connection with the 
industries. If this mismanagement had not taken place 
and had not led to a considerable increase in the cost of 
credit, the development of our industries would have 
assumed far greater dimensions. What did hold them 
back somewhat in their process of extension was the high 
rate of discount, and for this we have to thank the irre
sponsible management in the Empire and in Prussia.

And now, just one more remark in answer to Herr 
Fischel. It was easy enough to see that he would find 
it very unpleasant to be drawn over in some degree to 
our side in the matter of the judgment upon the former 
policy of the bank and that it would be particularly pain
ful for him to have the fact recorded here for good and 
all. The stenographic report can, I believe, leave no 
doubt that the reply I made to him is absolutely perti
nent. He has, as I have noted, found fault with the de
velopment of our money situation and has traced the cause 
of the crisis to the high tension of industry and the acute 
crisis in America. If he says that our monetary relations 
have not been favorably developed and that we must,
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therefore, endeavor in times of quiet development to bring 
about a considerable increase in the stock of gold— if he 
says this, then I really can not, so far as I see, come to 
any other conclusion than that the bank administration 
did not formerly give sufficient weight to this view; that 
the bank administration pursued a policy which was, 
both in my judgment and also in his, a mistaken one. 
For all that, one can have the utmost respect for the 
personality of President Koch. Our chairman, too, has 
made this point perfectly clear. He accused me of hav
ing been too severe in my judgment of the bank policy 
of that time. The bank administration could not, he 
said, have foreseen the development of things. All he 
has really done, then, is to plead extenuating circum
stances, which I also gladly admit. But we are here to 
say a good honest word. The words of recognition that 
Herr Fischel has given to the present bank administra
tion meet with my approval. But it can not be ques
tioned that our present bank administration has struck 
out in a different direction from that taken by its prede
cessor. I have even been told by gentlemen who stand 
in close relations with you [to Herr Fischel] that the 
Reichsbank in former times repeatedly let pass the op
portunity to buy up gold, although it could have been 
obtained at a comparatively small sacrifice. But there 
is no point in going back to the past; only it was neces
sary for the clearing up of the situation that I should 
once for all throw some light upon this aspect of the case. 
We shall now be able in any case to harbor the hope— and 
this hope now rests upon a real principle— that we shall
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utilize every opportunity of increasing our stock of gold 
while times are quiet. That is the wish that I and ai
number of others, especially members of the Reichstag, 
have entertained and do still entertain. And I have 
already said, Herr Fischel, that I can not bring this con
demnation of the ill-timed purchase of gold into accord 
with your second assertion— that the difficulty lies in 
the discount policy. Of course, as soon as the gold sup
ply is endangered we must proceed to use the discount 
screw.

Finally, one more remark, only to register the fact. 
Herr Fischel says we shall learn from this the lesson 
that we should not be too anxious when exportations 
of gold take place. Well, I think that if Herr Fischel 
had expressed this view ten months ago, and if the Reichs- 
bank had acted upon it, that would not have contributed 
to the happiness of the land. At a time when we had a 
gold stock of 470,000,000 marks and were obliged— I be
lieve the banks gave energetic support to the Reichsbank 
in this matter— to draw 200,000,000 out of the channels 
of trade into the Reichsbank in order that the Reichsbank 
might again stand on a somewhat solid foundation— at 
such a time if anyone had said that we need not be so 
rigorous about the exportation of gold he would have been 
making a very dangerous statement, for we were then in 
such a position that we ought not to have let a single 20- 
mark piece leave the country unnecessarily.

A V o ic e . N o ; not unnecessarily.

Freiherr v o n  G a m p -M a s s a u n e n . From the remarks of 
Herr Roland-Liicke I get the impression that he thinks

N a t i o n a l  M o n e t a r y  C o m m i s s i o n
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that the Reichsbank should hold fast to what have hith
erto been its principles; that it should, when necessary, 
make a distinction between a speculation or credit bill 
and a bill that has a merchandise transaction behind it; 
and that in his opinion the Reichsbank is bound to step 
in only in the latter case. It would give me a great deal 
of satisfaction to find that this supposition is correct, 
since I can only express my full and hearty agreement 
with this view and since I have repeatedly begged the 
Reichsbank to hold fast to this position under all cir
cumstances.

Doctor W a c h e ER. Gentlemen, at the beginning of our 
discussion I permitted myself to insist that in the course 
of our expert hearings a great many experts attached 
special importance to our finding out the different causes, 
or the different culprits, that are responsible for the phe
nomena of the year 1907; and I said that in my opinion 
we ought not to rack our brains over the matter, since 
there was such a multitude of culprits, great and small—  
the word culprit being used quite without odium at
tached— that it would really be difficult for us to decide 
who or what is the chief culprit. In all the discussions 
the industries and the great banks have always been des
ignated as the two chief culprits. I do not wish to go 
further now into the question of the necessity of strength
ening our stock of gold. The assembly has come to be 
thoroughly agreed that it is not merely desirable, but 
imperatively necessary, for the Reichsbank to keep and 
maintain the gold stock at as high a figure as possible. 
But I must say this: I agree with Herr Kaempf— and this
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is borne out abundantly by our expert hearings— that 
without any sound reason a great mistrust of the Reichs- 
bank administration and of the certainty of redemption 
of notes in gold has been spread abroad in foreign coun
tries— a mistrust that has been called forth or at least 
confirmed by certain proposals or remarks that have 
found expression in the Reichstag itself, partly in com
mittees, partly in general assembly.

Freiherr v o n  G a m p . What proposals?
Doctor W a c h e ER. Proposals to make a change in Arti

cle IX.
Freiherr v o n  G a m p . What change?
Doctor W a c h e ER. Increased coinage of small coins and 

a not unconditional obligation to redeem notes.
Freiherr v o n  G a m p . Was the not unconditional obli

gation proposed in the Reichstag?
Doctor W a c h l ER. Yes; in the case of small notes. I 

do not think it matters very much to what proportional 
extent proposals of this nature have been made in the 
Reichstag itself, to what extent they have been made in 
committees of Reichstag members, and to what extent 
they have been represented and advocated outside the 
Reichstag in the literature of the subject. The fact is 
incontestable that prominent persons in our own country 
have raised doubts as to the security of our standard and 
the certainty of redemption of German bank notes in gold. 
The importance of this fact has been brought out also by 
Herr Geheimrat Wagner. The whole coinage system rests 
essentially upon the confidence that the notes as well as 
the small coins are to be looked upon as perfectly good.
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We have in the main a system of credit coinage, and the 
whole coinage system would be shattered if there were not 
absolute confidence that all notes can certainly be redeemed 
in what now at least serves us as a standard— that is, in 
gold. But I will enter no further into the matter.

On the other hand, I must raise the question of what 
has caused the scarcity of money. Herr von Wangenheim 
pointed to the industries as the chief party responsible, 
and supported his statement by referring to Herr Roland- 
Liicke. I have recently pointed out to him that there was 
some misunderstanding in the matter, and tha< Herr 
Roland-Liicke did not mean that the industries as a whole 
had been improperly extended, and were consequently 
responsible for the present state of affairs. I am glad that 
to-day Herr Roland-Tiicke has confirmed what I regarded 
as self-evident; and I am also glad to find such strong 
support from Herr Geheimrat Gamp for the opinion that 
the industries are not to be looked upon as the scapegoat 
for the difficulties that have for some time beset the money 
market. Finally, I should like to make the following 
observation in order to clear up the situation further. It 
may be that certain industries, for mistakes are made every
where, went in at too high a speed for the speculative 
development of their factories— perhaps on the supposition 
that the extraordinarily favorable situation that existed 
in 1905 would continue permanently. But there are two 
points in this connection, gentlemen, that I must urge 
upon your attention. The industries do not depend upon 
themselves and their own speculations alone; they must 
take account in large measure of the conditions among the
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laborers and of the technical inventions that are made. 
For industry can not stand still, whether it wishes to or 
not. It must keep step with mechanical inventions if it 
is to remain profitable. Every manufacturer must be 
constantly improving his machinery, and even when such 
improvements involve extensions they are unavoidable 
if the work is not to fall through altogether. As long as 
the manufacturers in question still feel the lifeblood in 
them, they will demand credit (in so far as they have not 
capital of their own to dispose of) in order to arrive again 
at such a point of mechanical productive capacity as is 
necessary to their existence. The other important factor 
is the labor situation, and it is a factor upon which industry 
is dependent to a great extent. I am sorry our colleague 
Singer is not present. I should like to ask him to consider 
in this connection whether something could not be done 
by the labor leaders to bring about a better division of 
the forces of labor. By the difficulties experienced in 
dealing with the labor situation the industries are forced 
to render themselves, so far as possible, independent of 
human force, and this gives rise again to a great number 
of technical inventions, which are of course expensive 
at first and often call for more capital, but which the 
industries must obtain in order not to be too much at the 
mercy of a chance caprice of the laborers and a sudden 
lack of mechanical power. We find, then, this peculiar 
situation: On the one hand, the industries suffering from 
lack of laborers and endeavoring at great expense to make 
up for this lack by mechanical arrangements, and, on the 
other hand, an increase of population by 900,000 inhabit-
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ants a year— inhabitants who expect, too, to obtain work 
and livelihood. Surely with this great increase of popu
lation we must have at length a superfluity of laborers. 
Where, then, do all the laborers keep themselves? In the 
great cities, where unemployment is rife. If the labor 
leaders would direct their efforts not toward securing 
work for the unemployed in the large cities, but toward 
inducing the unemployed to leave the large cities and go 
into manufacturing and agricultural regions, which have 
such urgent need of laborers, then they would be doing 
a very great service to the community. For if the indus
tries have to try more and more to replace human work 
by machines, the great increase of the population would 
soon lead to the situation of there being perhaps a great 
superabundance of laborers who can no longer find work 
enough in the interior and who therefore fall as a burden 
upon the refuges of the large cities. If the industries 
could be relieved of the necessity of always making new 
expenditures for the replacement of manual work, that 
would indeed be a great advantage. At any rate the 
industries can not be accused of ill-timed and excessive 
expansion because, when forced to do so by mechanical 
progress or by lack of workmen, they have undertaken 
improvements which necessitate greater expenditure of 
capital.

The second great scapegoat is supposed to be the great 
banks. I consider myself to be the more justified in 
expressing an opinion on the matter, as I have no sort 
of interest in the great banks. I mentioned lately that 
at one time I was a member of the supervisory council
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of a great bank. I gave up this position long ago. 
But in this position, and in my former position as 
manager of a bank, I acquired a pretty rich stock of 
experiences. I still continue these experiences as a 
member of the admission office in Berlin, where oppor
tunities are offered to discuss also the admission of for
eign loans. Now, I wish to say one thing to begin with. 
The admission office has not the authority, indeed, to 
reject foreign loans simply because through them money 
is diverted to foreign countries; but in considering the 
prospectuses, the reasons in favor of participating in 
the floating of the foreign securities in question, and 
the advantages to the German business world hoped for 
from them, are often discussed. Just as Geheimrat Riesser 
expressed his assent to Geheimrat von Gamp’s view, that 
in the taking over of foreign loans the monetary condition 
prevailing at the time must be taken into account, and also 
that the country should make a profitable investment 
and that home industry should be in a position to reap 
benefits from them, I, too, can but voice my agreement. 
I have repeatedly, whenever the occasion offered, raised the 
question whether in the floating of such foreign securities 
sufficient regard had been paid to the possible advance
ment of our industry. I wish we could make it a condi
tion in the case of all foreign loans that German industry 
should secure great benefits through them. But, Freiherr 
von Gamp, this wish can, unfortunately, not always be 
fulfilled; neither ought we, indeed, always make such 
transactions dependent upon the greatest possible share 
of such loans directly benefiting our industry. Generally,
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there is really an indirect advantage in prospect, which 
is not at once perceptible. I have seen, too, at least in 
the efforts of our great banks, the desire to operate in 
this way. I recall to you the Anatolian Railway, the Shan
tung Railway— I could mention a number of such under
takings— where the great banks made it their business, 
as far as lay their power, to have the resources which 
left the country return to it by being expended on the 
exportation of our industrial products.

I should in addition like to tell Freiherr von Gamp one 
thing: With all the imperfection of the statistics— and I 
hold that it is useless to cudgel one’s brains further to per
fect these statistics, for the outcome will still always be that 
they will be incomplete— Freiherr von Gamp should at least 
draw the conclusion that what was done in the way of ne
gotiation of foreign loans in the years 1905, 1906, and 1907 
was really a splendid example of the carrying out by the 
banks of the principles expressed by him. Gentlemen, 
in the year 1905, out of the entire amount of flotations 
that took place, 30 per cent consisted of foreign loans; 
in the year 1906 it was only 10 per cent, and in the year 
1907 only 6 per cent. The great banks had, as the 
statistics show, I think, learned the lesson from the 
economic development since 1905 which Herr Gamp 
wishes to have drawn; they placed limitations, in good 
time, upon their participation in projects which, under 
the circumstances that prevailed in the year 1907, were 
comparatively undesirable. That is, after all, the only 
thing that can be demanded and expected; this educa
tional success that Freiherr von Gamp has wished to
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attain was accomplished by the banks through their 
own perception.

Now, Herr Geheimrat Wagner pointed out, besides, 
that in the wave motion which, even in his opinion, can 
never be got rid of in our economic development, it is 
the great banks and the bourses— so I understood him, 
for, afterwards, when one of the gentlemen spoke he 
interposed, “ Yes, but the bourses”— it is the great 
banks and the bourses which stand in the way of a level
ing of the wave motion. In this I can not, to my regret, 
agree that he is right. One of the chief objections urged 
against the laws relating to speculations on the Bourse 
lay in the assertion, and the sound assertion, that the 
doing away with transactions in futures did not moderate 
the wave motion, but, on the contrary, immensely in
tensified it.

But quite aside from that— for we do not wish to in
dulge in discussions of the laws regulating the Bourse— I 
should like to call attention to a point which to me seems 
of the utmost importance. Neither the banks nor the 
bourses alone cause the fluctuations in the economic field, 
but the whole world does it.

Mr. F isch ee . V ery true.
Doctor W a c h e e r . Gentlemen, if you would be good 

enough to attend the Bourse on one of its exciting days—  
I have that pleasure every Wednesday and Saturday as 
member of the admission office, and have frequent occa
sion to come also in contact with the manager of this or 
that bank in my capacity of referee upon some pros
pectus or other— and if you were to see the mass of dis
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patches containing commissions for the banks here that 
are received from the provinces and from other great 
banking centers, you would indeed become convinced 
that it is not the Deutsche Bank or the Disconto-Gesell- 
schaft that causes the fluctuations on the Bourse, but 
the fact that its clientele extends over the whole world. 
The Bourse is nothing but a reflection of the aggregate 
economic life of a country, and it would be a totally false 
conception for anyone to believe that the great banks or 
the bourses, as such, can produce the effects which it is 
here assumed they do.

Pardon me, gentlemen, if, in spite of sharing Freiherr 
von Gamp’s view that such discussions are rather futile, 
I have entered into them anyhow. I am glad, however, 
that upon the main point that occupies us here we are, 
it seems, pretty well agreed, for all these discussions 
about economic life lead us ever anew to the question: 
Should any essential change be made in the present bank 
policy? I am glad that upon this absolute unity seems 
to prevail; that a reorganization of the present Reichs- 
bank arrangements is not necessary in order to obviate 
the evils which made themselves felt in the gold market 
in the year 1907. Evils will, indeed, never be entirely 
obviated, no matter what the bank management may be. 
One thing, however, has been evident to me in all our 
debates, that absolute confidence is felt that the present 
bank management is pursuing the right policy in regard 
to foreign bills and discount as well as in regard to the 
providing of gold, and that is, I think, a very gratifying 
result of our exhaustive deliberations.
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Mr. S c h in c k e l . Gentlemen, Freiherr von Gamp’s re
marks, delivered, I know not why, with some excitement, 
force me again to make a brief reply. The fact is that 
Freiherr von Gamp made what I consider to be a very 
dangerous innovation in our debates when he charged 
one of our colleagues with being of a different opinion—  
that, at any rate, he had failed up to that time to express 
an opinion— because he had not contradicted an opposite 
view. That is what you said, Herr von Gamp. Now, I 
must say that if we allowed everything that we do not 
contradict here to pass as our opinion [laughter], our 
discussions would still have a very long time to run. But 
that teaches me that it is good, perhaps, after all, to con
tradict some things that have not yet been controverted, 
to contradict them briefly in order to obviate the notion 
that we all concur in those views.

There has been a vast deal of talk about the unlucky 
Portuguese bonds. I recall to you that there were like
wise debentures of a German mortgage bank which was 
under state supervision, those of the Strelitz Bank, on 
which the public lost a much larger percentage than on the 
Portuguese bonds. I hear Herr Geheimrat Wagner con
stantly mentioning the Argentine bonds. He knows per
haps better than I do of what crime the Argentine bonds 
were guilty; I can not see why the public should have lost 
so much money on them. I just wish to mention this in 
order that it should not slip into the stenographic report 
uncontradicted.

But I must still revert in a brief remark to the proposi
tions— for they were such— of Count Kanitz. I regret,
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of course, that he should again be absent. Herr Stadtrat 
Kaempf has already quite lightly touched upon the mat
ter. I am astonished that the previous speakers have 
thus far not expressed their dissent. I almost assume 
that they regarded it as unnecessary. But that will no 
longer do, since Freiherr von Gamp has declared that an 
“ expression of opinion is lacking.” I wish, therefore, 
not to allow the expression of opinion to be lacking that 
the propositions of Count Kanitz are altogether imprac
ticable. People may, of course, entertain different opin
ions, and I want to allow the view that still advocates the 
double standard its full weight. I am of another opinion; 
there are two opposing views. But what we must abso
lutely avoid is that gentlemen should now resort to such 
tactics as to say, “While maintaining the gold standard, 
as a matter of course we shall pay in silver.” Gentlemen, 
these are two concepts which completely exclude each 
other, and this must not go undisputed in the report of the 
proceedings of the Inquiry. Count Kanitz says: “ In the 
first place, I do not see why more silver money of inferior 
value should not be coined per head of the population.” 
Now, I would state that there are members of this com
mission, and I am to be counted among them, to whom 
the last coinage itself seemed much too great. [“Very 
true!”] Herr Geheimrat Wagner, too, regretted that this 
mass of inferior silver had been coined. Count Kanitz 
wishes to see still more of this money minted. The stock 
of silver money that is now accumulated in the Reichs- 
bank may, to be sure, be requisite, in the judgment of the 
Reichsbank, in order to satisfy the needs of trade. It does
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not improve the looks of the bank statement. I feel con
vinced that a still larger coinage of silver money will only 
increase the stock of inferior silver money in the Reichs- 
bank. The present situation will be improved if, as we 
hope, the stock of gold in the Reichsbank will increase 
increase to 2,000,000,000 marks. We may then perhaps 
be able to use as much silver money as is now to be found 
in the Reichsbank.

Count Kanitz made a proposition, in the second place—  
this again is an unsettling proposition, which, as, Herr 
Stadtrat Kaempf very justly pointed out, would neces
sarily only lead to the greatest doubts abroad in regard 
to our gold standard— a proposition to raise the legal 
paying capacity of silver by allowing much larger sums 
to be legally paid in silver than at present, while, as a mat
ter of course, maintaining the gold standard. I repeat, 
these are two concepts which mutually exclude each other 
completely. [“Quite right! ’’]

It is impossible for me to maintain the gold standard
if I want to have the right to pay much larger amounts in «
silver. That is a double standard and it is, of course, 
prejudicial to the maintenance of our gold standard. 
The reference to France is absolutely inappropriate. 
France does not pretend at all to have a purely gold 
standard, while I trust it is clear to us all that we wish to 
maintain a real gold standard and do not wish to have 
doubts cast upon it again by such indirect means. If 
Count Kanitz were here I should ask him to read over the 
stenographic reports. He would find then what further—  
and much more suspicious— methods of getting round 
the gold standard were proposed by Doctor Arendt.
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Mr. K a e m p e . Gentlemen, our colleague, Freiherr von 
Gamp, will not take it amiss if I tell him that he entirely 
misinterpreted the meaning of my remarks. He accused 
me of having attacked the Reichstag. I did not utter a 
syllable in regard to the Reichstag, and, indeed, could not 
possibly have done so, since the Reichstag did not come to 
any decision concerning the matter which I was discuss
ing. I did, however, speak of propositions and agitations 
in the Reichstag and outside of it, proceeding from indi
vidual members of that body, and I was perfectly entitled 
to do so; for, in the first place, the proposition was made 
in the Reichstag, or in a commission of the Reichstag, 
to raise the paying capacity of silver— not to i ,000 marks, 
but to raise it materially—-and at the same time the theory 
was advanced outside of the Reichstag by one of the depu
ties, that a million marks in bank notes might be presented 
in 1,000 notes of 1,000 marks each, and that the redemp
tion of each of these bank notes would have to be a sepa
rate transaction. This proposition, or this suggestion, 
has again been brought forward here in the bank inquiry, 
and I will read you what a member of the Reichstag 
stated as an expert in this connection: “ The largest
bank note is the thousand-mark note. The redemp
tion of every bank note is a legal transaction by itself. 
This is, perhaps, a debatable legal point; I believe, 
however, that the standpoint is indisputable that if I 
present a million marks in 1,000-mark notes it is not 
a single transaction, but that the redemption of every 
such note is a legal transaction by itself, and that, 
consequently, if the Reichsbank is authorized to pay 
in silver up to 1,000 marks it can redeem every one of
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its bank notes in silver.” Gentlemen, this view after
wards found expression in the Reichstag; we do not, of 
course, it was said, wish to impair the gold standard; 
we only wish to surround it with a silver rampart, a 
silver wall. I was extremely taken aback by this utter
ance. I know from history that when it was desired to 
get rid of an inconvenient person, he was surrounded by 
a wall; that is, he was put into a state prison, in order 
that behind those ramparts or behind those walls he 
might the more readily die a natural or an unnatural 
death. [Laughter. “ Very true.”]

That always occurred to me when I heard about this 

silver wall around the gold standard.

Now, Freiherr von Gamp says that it has never been 
proposed that Article 9 should be repealed; that the only 
thing considered was an increase of the paying capacity 
of silver from 20 to 1,000 marks. The consequences of 
that, gentlemen, I have read to you.

A V o i c e . Only if the Arendt theory is correct.
Mr. K a e m p f . I have said that in and out of the Reichs- 

bank there has been agitation in favor of it, and this agi
tation has done us infinitely more harm than all the other 
results of the crisis.

Gentlemen, I felt it my duty to make this clear once 
more. There is not a word I would retract of what I 
have said. I did not attack the Reichstag; I did not 
even attack a single member; I only stated facts, and I 
did this so delicately that there was even a slight reproach 
in the words of my colleague, Herr Schinkel— he said I 
had only lightly touched the matter. I wanted to touch 
it again less lightly, and thus make the matter clear.

N  a t  io n a l  M  o n et  a r y C o m m i s s i o n
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Mr. F ischer. Gentlemen, I am sorry that the pleasure 

of finding myself in accord with Herr von Gamp has been 
very brief. [Laughter.]

I thought I had brought Herr von Gamp around to my 
views; he thinks he has converted me to his. We should, 
of course, be glad to draw close to each other. But even 
if it were true that we had mutually convinced each other, 
a chassez-croisez would at best have taken place, and we 
should now be just as far apart as ever.

As far as I am concerned, I must confess that Herr von 
Gamp has not drawn me over to his views. I declare 
once more, what I think appeared pretty clearly already 
in my remarks of yesterday and to-day, that I in no way 
attacked the policy pursued by the German Reichsbank 
in the last ten years. I will not enter into this any fur
ther, for I have given the reasons for it in my previous 
remarks.

Just as little can I admit that I have changed my opin
ion on the question of floating foreign securities. I 
expressed myself emphatically in the hearings of the ex
perts upon this point, to the effect that the placing of for
eign securities will always depend upon the tact of those 
who conduct that business. But there are two things 
still that I would bring out especially: No one can prophesy; 
it has never been possible in the past, nor will it be in 
the future; furthermore, in the views just expressed by 
Freiherr von Gamp in regard to the floating of foreign 
securities I have nowise concurred, and I am afraid, 
moreover, that I never shall concur in them.

Mr. Mommsen. It is rather difficult to discuss a subject 
with Freiherr von Gamp. [Laughter.]
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He complains, for example, that we have not replied 
to his question as to whether it was not a disadvantage—  
he reproached the banks for it, indeed— that the people 
sold their Italian and Austrian paper. He was answered, 
only Freiherr von Gamp was not present. But I shall, at 
all events, give him an answer to-day.

Gentlemen, it is well known that the Austrian as well 
as the Italian papers came to the German people when 
these papers were sold at an extremely low figure, partly 
after the forced conversion. It may, indeed, be said that 
the greater part of these securities— in the case of the 
Austrians about 70 per cent, in that of the Italians about 
75 per cent— was taken up by the German people. If, 
now, years occur such as we happen to have had since 
1900, in which, with us in Germany, the rate of interest 
steadily rises, and consequently the interest rate on loans 
rises also, while, in contrast to this, the rate of interest 
in Austria and Italy steadily falls, because a policy of 
economy— one justly demanded of us by Herr Roland- 
Liicke, and now advocated, though somewhat late, as he 
himself says, by Herr von Gamp, too— a policy of econ
omy was practiced, then it is quite natural that these 
papers should stand much higher there than ours, and 
very much higher than the price at which they had 
been purchased. If the Italian rentes, after their rate of 
interest had been reduced from 4 to 3^ , stood at over 
100, while our 3*  ̂ per cent government loans stood at 
90 in 1906-7, then the public does not need the advice 
of a bank or of a banker to sell those papers. The 
public is astute enough by itself to prefer to buy Ger
man state issues yielding 3 %  per cent at 90, or those

676

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8

yielding 4 per cent at par, and to sell the cheap Italian 
papers. That is a quite self-evident consequence; it 
lies in the nature of the economic situation; and don’t 
keep tilting at the banks all the time, but rather find out 
something about the economic conditions of the different 
countries; then you will not always be making assertions 
which are absolutely false.

But now one thing more. Yesterday I expressed my 
satisfaction that, judging from the very clear explana
tions made by Herr von Gamp yesterday we were in abso
lute accord with him in regard to the method of handling 
foreign securities at our German exchanges. To-day, gen
tlemen— well, the matter is quite different. And if I 
should ever have occasion to discuss the question pub
licly I should refer to the declaration made by Herr von 
Gamp yesterday; I should read it to him from the steno
graphic report and he could then compare his declaration 
of to-day with it if he chose.

Mr. G o n Ta r d . Only two little words. I should not like 
an assertion of the director of mines, Herr Wachler, as I 
understood it just now, to appear uncontradicted in the 
stenographic reports. I have been for many years a sin
cere advocate of insurance against unemployment, and I 
would only mention here that such insurance is not 
designed to stand in the way of efforts to have workingmen 
drawn back from manufactures to agriculture. Insurance 
against unemployment is only meant to supplement the 
work of employment agencies, and would help to bring 
about a better adjustment of this very matter.

Freiherr v o n  C e t t o - R e i c h e r t s h a u s e n . Gentlemen, a 
statement that has been made here compels me to take
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the floor. President Schinkel remarked that money was 
lost on debentures of the mortgage banks also. That is 
really a statement which in its generality must not be left 
uncontradicted. This assertion is all the more serious, 
since, according to the statistical tables of the issue of 
securities before us, the issues of debentures or papers of 
the German mortgage banks come, in point of aggregate 

• value, almost immediately next after the issues of state 
loans and city and provincial loans. I call attention, in 
the next place, to the fact that the statistics before us are 
really incomplete, inasmuch as the issues of the mortgage 
banks alone are given, while the very considerable sums 
of the agricultural loan associations (Landschaften) and of 
other institutions of the same kind, amounting to about
3,000,000,000 marks, are not mentioned under the head 
of debentures; so that the total amount of the debentures 
issued is, in reality, much greater than appears in the 
statistics before us. But I would point out that if, as can 
not be denied, losses have been incurred in debentures, 
these losses were for the most part not in connection with 
loans on rural property, but almost entirely with those on 
city property. The losses on the loans occurred, as is 
well known, in the great Berlin mortgage banks, which, 
with the exception of the Preussische Zentralbodenkredit- 
Aktiengesellschaft, have concerned themselves almost 
exclusively with loans on urban property.

[Dissent.]
On the other hand, of the loans made by the Land

schaften, which granted credit to agriculturists alone, it 
can absolutely not be said that direct losses were incurred
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on them, apart from the loss incident to a decline in the 
market price— a decline which has of late taken place in 
the case of all securities bearing a low rate of interest. 
[“ Very true!”]

And this is all the more important since it is precisely 
these debentures that enjoy the advantage of being avail
able for trust funds, and are therefore, as regards security, 
placed entirely on a level with government loans and with 
the greater municipal loans.

Gentlemen, these statements lead me, further, to a very 
brief explanation. As long ago as the last sitting, in the 
spring, I called attention to the great difference in charac
ter between the demands for credit on the part of agricul
ture and those made on the part of manufacturing indus
try and trade. I am in a position now to supplement those 
remarks by saying that the difference consists primarily 
in the fact that, while industrial credit assumes almost 
exclusively the shape of working credit, the greater part 
of agricultural credit is by no means working credit, but 
rather what has been called “ ownership credit. ” I will 
only remind you that the greater part of agricultural 
credit is obtained for the purpose of acquiring land by 
purchase and exchange, and in connection with inherit
ances. This, in its results, is not so much an obtain
ing of credit as a division of land ownership which is 
brought about by means of credit. And therein, gentle
men, we have, most decidedly, an important difference 
between industrial and agricultural credit. It will never 
occur to the agricultural landowner to obtain credit 
merely for the purpose of procuring money for himself;
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so-called “ finance bills” will not be drawn by agricultur
ists, and the principle of the old student song, “ With 
more credit than gold, a fine place you can hold,” can 
certainly not be applied to agriculture. [Laughter.]

I should now like to enlarge upon the causes which 
were chiefly instrumental in producing a change in agri
cultural credit. This is also bound up with the question 
of the steady increase of agricultural indebtedness. 
Well, gentlemen, the matter is pretty simple, precisely 
on account of the fact that agriculture was forced by 
modern conditions to pass from primitive working to 
working with capital. It was thereby also compelled to 
make use of more credit than formerly. And this, gen
tlemen, occurs particularly at the time of making a divi
sion among heirs. While formerly the patriarchal condi
tion still prevailed that at the division of an inheritance 
the one who did not enter into possession of the estate 
remained there and tranquilly gave up his claims to the 
inheritance to the incumbent for a considerable time, the 
matter has now assumed such a shape that these inher
itance shares must be paid at once in ready money. I 
would remind you, furthermore, that in the marriages 
of farmers’ daughters to-day there is no question of 
their marrying farmers in their turn [“ Lieutenants!”]. 
But, on the contrary, the thing is to avoid marrying farm
ers, and they prefer any calling to that of agriculture, 
particularly anything that falls under the great head of 
officials [“ The sons do that as well!”], and these de
mand all their dowry money in cash. Gentlemen, these 
claims upon agriculture are enormous and make it very
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readily explicable how it is that agricultural indebtedness 
has increased on account of them.

But, gentlemen, as against this there is another point 
of view which must not be overlooked in connection with 
mortgage debentures— namely, this, that debentures are 
always liable to continuous redemption, so that on the one 
hand the indebtedness and on the other the nominal 
amount of the debentures issued are thereby constantly 
diminished, and this aspect of the case can not be ignored 
either.

Gentlemen, on the whole I am of the opinion that the 
crisis which we have experienced was chiefly brought 
about by inordinate demands on the part of industry, on 
the part of trade by speculative projects, and that this sys
tem of plutocracy, which was justly assailed by Herr 
Geheimrat Wagner, had a great share in plunging us into 
this crisis. Of that, however, gentlemen, agriculture, 
at any rate, is not guilty; but who the guilty party is I 
would leave to your gracious judgment. I would close 
with the remark that I also share the opinion of those gen
tlemen who believe that the discount policy of the Reichs- 
bank has been so judicious and wise that we can but ex
press our agreement with that policy. And I believe that 
the charges brought against the Reichsbank in this re
spect will upon calm consideration of the facts prove to be 
absolutely baseless. [“ Very good!” ] I hold, on the con
trary, that the only possible way of limiting excessive de
mands for credit lay in a wise shaping of the discount 
policy of the Reichsbank.
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The C h a i r m a n . I give Count Kanitz the floor as the 
last speaker. I beg to be allowed then to close the debate 
upon Question III and to admit only personal explana
tions.

Count K a n i t z . I asked permission to speak yesterday 
when Herr Mommsen asserted that in my remarks of 
yesterday in opposition to him I had misunderstood him, 
and that he had not said that the profits of trade were 
rated too low by the statistical bureau, but that they were 
rated too low by the public in general.

Mr. M o m m s e n . In our inquiry commission.
Count K a n i t z . In the connection in which Herr 

Mommsen made his statements, I could not help assum
ing that he meant to criticize the data furnished by the 
statistical bureau. Since that is not the case, I gladly 
admit that I misunderstood him. For the rest, I agree 
with Herr Mommsen in this, that our gain from trade 
must be reckoned pretty high. I am of the opinion that 
our trade profits are one of the factors that contribute to 
our having a favorable balance of payments. If we did 
not have a favorable balance of payments we should still 
not have an adverse balance of trade. I mean to say that 
only a rich country, a country with a favorable balance 
of payments, like England, for example, can afford to 
have an adverse balance of trade.

President Kaempf reverted to-day, in consideration, I 
believe, of the observations I made yesterday, to my wish 
that the Reichsbank be permitted to discharge its obliga
tions in silver. I think, however, that he drew somewhat 
too dark a picture of the consequences of such permission.
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I do not, of course, wish to enter into the question of 
bimetallism and the double standard. Although I believe, 
now as formerly, that the transition to a purely gold stand
ard has been of no advantage to us; and if Bismarck could 
at that time have foreseen what damage for business in 
general would be entailed by the depreciation of silver, 
he would most assuredly not have gone over to a purely 
gold standard, but would have joined— and it would have 
been much better— the Batin Monetary Union; would have 
gone over to the double standard. But if Herr Kaempf 
thinks that the option of payment in silver would under
mine the credit of the Reichsbank, I feel that I must again 
point to the example of France. The Bank of France re
deems its notes in gold or in silver as it prefers and its 
credit is not shaken by this in the least. You can travel 
with 1,000-franc notes wherever you wish; they are always 
accepted at their full value in San Francisco, Tokyo, Hong
kong, anywhere, although everybody knows that the note 
is not obliged to be redeemed in gold. I, for my part, even 
see in the optional payment in silver the best safeguard of 
the gold standard. It is a means of enabling the Reichs
bank to maintain its stock of gold unimpaired, and if we 
provide the Reichsbank with this means we strengthen 
the gold standard, while it must, in my judgment, come to 
grief if the gold is drawn out of the Reichsbank.

I think, therefore, that Herr Kaempf’s apprehension 
was not altogether well founded.

Freiherr von Gamp-Massaunen. I think Herr Mommsen 
has just been informed through the messenger that I am 
particularly anxious to be enlightened by him and that

B a n k  I n q u i r y  o f  1 9 0 8

683

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



N a t i o n a l  M o n e t a r y  C o m m i s s i o n

I have declined to be present at a very important con
ference to which I have just been invited. For the rest, 
I would make the personal remark that it is preposterous 
to imagine that I should have changed my opinion since 
yesterday. I agreed substantially with the views ex
pressed by Herr Geheimrat Riesser, and that was the case 
with the other gentlemen also. Hence the resulting una
nimity, and if Herr Mommsen abided by the opinions of 
Herr Geheimrat Reisser unanimity would prevail now 
as it did before.

Furthermore, I must enter a protest against Herr 
Kaempf’s proceeding in this respect— that if an expert 
who is likewise a member of the Reichstag advances a 
theory which is declared untenable by all the experts 
and all the members of the commission he should to a 
certain extent saddle this utterance upon the Reichstag, 
even if not in the same way as though it were a resolution 
of the Reichstag that he was criticising. Herr Kaempf’s 
whole theory that if article 9 of the monetary laws were 
so amended that the amount to which silver must be 
accepted was raised from 20 to 1,000 marks it would lose 
its value as a safeguard of the gold standard is true only 
if the theory of Doctor Arendt is correct that every pay
ment, no matter how great in amount, could be divided 
into separate payments of 1,000 marks each. Since that 
is not the case, however, the views expressed by Herr 
Kaempf were not justified by the facts.

The Chairman. Herr Roland-Liicke has the floor for a 
personal explanation.

Mr. R oIvAND-Tucke. Herr von Gamp, in his address 
of a while ago, in speaking of raising the legal paying
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capacity of silver from 20 marks to 1,000 marks, and 
drawing the conclusion that even if such a measure had 
been in operation the 200,000,000 in gold would have 
gone out of the country, and on my assenting to this con
clusion, was kind enough to call special attention to my 
acquiescence. For the sake of appearing correctly in the 
record, I would say that I assented to the conclusion only 
in so far, of course, as it stated that the 200,000,000 would 
surely have left the country; but, for my part, I believe 
that if a law establishing the increased paying capacity 
of silver had been in operation it would have been not
200,000,000, but probably much more. Herr von Gamp’s 
remarks may have given the impression that I had char
acterized the entire measure concerning the extension of 
the paying capacity of silver as innocuous in itself. I am, 
as a matter of course, very far removed from such a view.

Freiherr von Gamp. I am very thankful for that state
ment.

The Chairman. Herr Kaempf has the floor for a per
sonal statement.

Mr. K aempf. I only wish to state that what I asserted 
was that the theory of Doctor Arendt, advocated in the 
Reichstag and out of it, has done us more harm than all 
the factors of the crisis.

Doctor R iesser. Within the limits of a personal remark 
I can only call the attention of Count von Kanitz to the 
circumstance that, while discussing the policy of a gold 
premium during his absence, I explained at length the 
profound difference existing between the situation in 
France and the financial and economic situation in Ger
many; so that I can not concur in his conclusion that
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if silver redemption is permitted in France it is possible 
for us to follow the same policy without misgivings.

The Chairm an . Gentlemen, I should like before ad
journment to bring up for settlement still another ques
tion which concerns our order of business. It is in con
nection with Question VI of our question sheet. How 
this question shall be further treated is of importance for 
us, particularly in view of the fact that this is already the 
fourth day that we are debating over the settlement of 
Question III. Gentlemen, Question VI has brought out 
exceedingly comprehensive material, which, owing to 
the great difficulties and many ramifications of the matter, 
it has not yet been possible to put into shape and con
dense; and it has given rise to a great many separate de
mands which may essentially be divided into two groups: 
First the demand for a greater control of the credit insti
tutions by means of publicity; secondly, the question 
whether, and how far, in addition to this, legal or admin
istrative measures appear desirable or necessary for the 
greater security or fluidity of the deposits. In detail, 
gentlemen, the advocates of these various proposals are 
very much at variance with each other, and anyone who 
has read over the discussions can not help concluding 
that in many ways they are still groping in darkness and 
uncertainty.

I would bring another point which may be of impor
tance in this qusestion to your knowledge. I received a 
communication yesterday from the Berlin great banks 
(the Bank fur Handel und Industrie, the Commerz- und 
Disconto-Bank, the Deutsche Bank, the management of 
the Disconto-Gesellschaft, the Dresdner Bank, the Na-
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tionalbank fur Deutschland, the Mitteldeutscher Credit- 
bank, the A. Schaafhausen’scher Bankverein) which forms 
a gratifying step in the direction of fulfilling one great 
portion of the wishes I have referred to, and may furnish 
the possibility of clearing our own judgment in regard 
to this question. I feel myself obliged, therefore, to make 
you confidentially acquainted with it. The communi
cation reads as follows:

“  B e r u n , October 12 , i g o 8 .

“ The undersigned most respectfully submit the follow
ing to your excellency:

“ In view of the wishes which have been expressed in 
the press and likewise, as we have had occasion to notice, 
in the deliberations of the bank inquiry commission, for a 
more frequent publication of a statement of their condition 
on the part of the joint-stock banks and for a greater 
uniformity in the preparation of the same, the under
signed have consulted together as to whether and to what 
extent they could on their part take those wishes into 
account.

“ An agreement was thus reached, in spite of important 
objections against the publication of it, to the effect that we 
have mutually obliged ourselves, beginning with January 1, 
1909, to publish bimonthly statements, to be made out 
for every 28th of February, 30th of April, 30th of June, 
31st of August, and 31st of October, and to be published, 
at the latest, upon the last day of the next succeeding 
month. The preparation of a statement for December 31 
shall, in view of the balance sheet which is to be drawn up 
for and published upon that day, be omitted.
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“ The statements are to be prepared according to a 
form to be agreed upon by us, the consultations regard
ing which are not as yet concluded, and which we shall 
hand in as soon as possible. It is understood that what
ever changes, due to the development of business condi
tions, may subsequently be made in the form shall involve 
no diminution of the simplicity and clearness of arrange
ment intended to be attained.

“ In order to secure the continuation of the agreement, 
we have decided to draw it up among ourselves in our 
capacity as members of the clearing house, so that it 
should be just as binding upon us as a by-law of the 
clearing house. We attach hereto the condition that only 
such joint-stock companies and corporations with limited 
liability shall henceforth be admitted to membership 
in the clearing house as shall have joined in this agree
ment. In accordance with this we most respectfully pro
pose the following:

“ ‘ The Reichsbank is respectfully requested to ask the 
members of the clearing house to incorporate the follow
ing provision in the rules and regulations of the clearing 
house:

“ ‘ Joint-stock companies and corporations with limited 
liability can henceforth be admitted to membership of 
the clearing house only if they give their assent, in writing, 
to the agreement of October 12, 1908, hereunto annexed, 
in accordance with which they bind themselves to pre
pare a statement, drawn up in the form agreed upon, on 
February 28, April 30, June 30, August 31, and October

688

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y o f  1 9 0 8

31, of each year, and to publish the same, at the latest, 
upon the last day of the next succeeding month.’

“ ‘ Your excellency’s most respectful
‘“ Bank fur Handel und Industrie, Com- 

merz- und Disconto-Bank, Deutsche Bank, 
Direction der Disconto-Gesellschaft, Dresd- 
ner Bank, Nationalbank fur Deutschland, 
Mitteldeutsche Creditbank, A. Schaafhausen- 
’scher Bankverein.

“ ‘ To his excellency, the president of the Reichsbank 
Direktorium, Herr R. Havenstein.’ ”

Gentlemen, I frankly avow that I rejoice at this praise
worthy and loyal act on the part of the banks; I feel con
vinced that it will, that it must, very soon find imita
tors, and I trust, also, that the banks, in their readiness 
to meet the wishes that have been expressed, will go as 
far as is in any way compatible with their own interests 
and the greatly increased work which will be entailed by 
drawing up six balance sheets instead of one.

But, gentlemen, the action of the banks enters, besides, 
as an important new element into the judgment which 
we are called upon to pass upon the wdiole case. For, 
presupposing a decisive judgment, and also a further 
determination as to whether— and if so, to what extent—  
it is regarded as necessary to have legal and administra
tive regulations in connection with the question under 
consideration, we obtain a more exact insight— and this 
was emphasized also by many in the subcommission—
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into the accounts of the credit institutions than it was 
possible to do before. This basis for our debates and 
our conclusions is only now furnished— furnished, at any 
rate in a much clearer and more definite shape than it 
was before— by the action of the banks. The question 
suggests itself, therefore— and I should like to have your 
opinion upon it— whether you deem it better, in the 
interest of the object we have in view, to pass a decisive 
judgment at this time or only after the proposals of the 
banks shall have been carried out in practice; this will 
be the case in a few months and it might then serve as a 
clear and practical starting point for your conclusions. 
If the latter is your opinion, we should confine ourselves to 
those questions which are of importance to our bank 
law. These would accordingly be Questions IV and V.

Gentlemen, I should like to add another inquiry here. 
This whole question of deposits is exceedingly com
plicated; the discussions upon it have up to the present 
been most fragmentary, split into a thousand details, 
rendering, a mastery of the subject extremely difficult. 
A summary such as we have succeeded in obtaining as 
to the other questions— of the last ones only at the very 
last— it has hitherto been impossible to get; and what 
with the matter being so copious and so split up, it seems 
almost doubtful whether the making of such a summary 
will be possible, at least to the extent to which it was 
possible in the case of the previous questions; and it 
may be that on that account you will prefer to abandon 
the task. Should you, however, come to the conclusion 
that, precisely on account of the difficulties and the

—
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ramification of the subject, such a summary, even if it 
should turn out to be more extensive than those hitherto 
prepared, is desirable, and that the attempt should be 
made, I believe I can promise that we shall make the 
attempt.

To make the information complete, I would com
municate another matter still. Prompted by the sug
gestions made in our former deliberations, we have 
endeavored to procure information in regard to the 
balance sheets, up to date, of the credit institutions, 
beyond the statements which have appeared annually in 
the Deutscher Okonomist and in the Frankfurter Zeitung. 
We addressed a request to all the branch offices of the Reichs- 
bank, that, in so far as they could procure the data from 
the joint-stock companies, companies with limited liability, 
the larger cooperative banks, etc., in their district, they 
send in these data. This matter has been received, but, 
owing to its great extent, it is not yet in perfect shape 
or ready for print. These statistics, also, we would, of 
course, print for you; I do not believe, however, that 
it would be possible to accomplish this in the next few 
days.

I would now request the gentlemen to express them
selves on the subject.

Doctor Str o ll . We have just been made acquainted 
with a very important, gratifying, and interesting piece 
of news, which will, I believe, in manifold ways pour 
oil upon the waves of excitement; and I feel that this 
matter is of the utmost consequence for our future de
velopment. Who it is that has accomplished this great
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feat of uniting all the banks, I do not know; but, at all 
events, the originator deserves our warmest thanks. 
It is my opinion that, in consideration of this news, the 
debates of the commission concerning Question VI should 
be postponed for a few months; for we must wait and 
see to what extent the course of the Berlin banks will 
act as a model for the rest of Germany. At present it 
is only Berlin that is affected. We must wait, however, 
to find out what the other clearing houses will do, and 
what pressure will be exerted by the clearing houses 
upon the banks centering in them. We must furthermore 
wait to see what the form which the Berlin banks intend 
to publish looks like. The effect upon South Germany, 
upon the widest circles in short, must be awaited. The 
president has brought other important considerations to 
bear, besides, which might induce us to postpone Question 
VI, namely, the statistics to be prepared, which can 
probably not be completed in a few days— will take 
weeks, in fact. I believe therefore that we shall be fully 
justified in postponing the discussion of this Question VI 
for some months, by which time we shall have gained a 
much clearer insight into the matter. Permit me to 
make one more remark. I personally look upon the 
question of deposits in an entirely objective manner; 
it is one of perfect indifference to me. I have noticed, 
however, in connection with Question VI, so much 
subjective feeling, so many personal elements, I may 
perhaps say so much animosity even— I do not, of course, 
refer to any particular individual— that I think an inter
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mission in the discussion of this particular question would 
have a very favorable effect, not only objectively and 
materially, but psychologically also. [Quite right!]

Since, therefore, there are such excellent reasons in 
favor of the president’s opinion— for he did not make a 
proposition— that the consideration of Question VI might 
properly be postponed; since so many reasons speak for 
it, I should think that the majority of the commission 
would declare themselves in favor of postponing this ques
tion to a future day.

But, gentlemen, this is necessary for still another rea
son. I have not had a great deal of business experience; 
I do not know this of my own knowledge, but I have been 
informed by others that it would be exceedingly difficult 
to keep a commission like ours in session beyond a week. 
The special duty of the Imperial Government for the 
time being is, indeed, to concern itself about the actual 
questions before the legislative body. In short, there 
are a number of reasons which support and justify my 
proposition.

Freiherr von  Gamp Massa u n en . This last reason, I, 
for my part, can not admit. I do not feel that we must 
under all circumstances finish on Saturday, but hold that 
we can possibly sit longer. For the rest, however, I must 
agree entirely with the views expressed by Herr Director 
Stroll. I think that we are not at all in a position to 
enter into a consideration of Question VI, if for no other 
reason than that we are not in possession of the material, 
namely, the abstract prepared by Herr Fastenau. I be
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lieve that, unfortunately, we can not dispense with this 
abstract, and would therefore address a request to the 
management of the Reichsbank to make it accessible to 
us. I think we ought to put off a further consideration at 
least until the appearance of one monthly statement, so 
that we may see how the thing is carried out in practice. 
I am convinced, moreover, that it will be possible to 
further abridge and condense Herr Fastenau’s abstract, 
since some of the particulars need not appear in the 
report.

Mr. Mommsen. Gentlemen, just one word. Reference 
has been made here to the influence of the greater clear
ing houses. I would call attention to the very important 
fact that among the banks that have affixed their signa
ture, there are several that have their main office not in 
Berlin, but outside of it; namely, the Commerz- und Dis- 
conto Bank in Hamburg, the A. Schaafhausen’sche Bank- 
verein in Cologne, the Mitteldeutsche Creditbank in Frank
fort, and the Dresdner Bank in Dresden, the Darmstadter 
Bank, which must also be added, in Darmstadt— five 
banks, accordingly. And I believe, therefore, that an 
influence will naturally be exercised over the provinces 
through the example which these banks set the other 
banks.

The Chairm an . Gentlemen, I hear no dissenting voice. 
Will the gentlemen who are opposed to the postponement 
of Question VI please raise their hands? I may declare 
it to be the unanimous wish of the commission that Ques
tion VI shall not be considered at present.

[Recess.]
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The Chairm an . Gentlemen, we come now to question 
IV:

IV.— Is it desirable to endeavor to bring about an increase of the cash hold
ings of the Reichsbank out of the channels of domestic trade?

A. — By conferring upon the notes of the Reichsbank the quality of
legal tender?

Would such a measure be to the interest of general business?
B. — By an increased issue of 50-mark and 20-mark Reichsbank

notes?
C. — By diminishing the need of circulating media through extension

and intensification of the deposit-and-transfer (giro) check and
clearing business?

What measures are to be taken to this end? (“ Reichs- 
clearing?” )

In this connection, do the following seem effective and 
desirable?

1. A raising of the minimum for noninterest-bearing
credit balances in the deposit business of the
Reichsbank.

2. The acceptance of interest-bearing deposits by the
Reichsbank.

3. The purchase of checks by the Reichsbank.

Gentlemen, judging by the wishes you expressed re
garding Question III, I think it will meet with your ap
proval here also if, so far as possible, we treat Question IV 
as a whole and allow each speaker to take up the separate 
points in succession.

[Assent.]
I would, on my part, beg you, since the questions may 

turn out to have a practical significance for our legislative 
proposal, to lay special weight in your discussions upon 
Question A, as to making the Reichsbank notes legal 
tender, and upon Question B, which, though it does not>. 
presuppose a law, does assume an arrangement with the 
Reichstag; and, finally, upon C 3, the purchase of checks 
by the Reichsbank; this would have to be authorized
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by law, since the Reichsbank can at present only buy 
checks upon those countries in which the check stands 
legally on a par with bills.

Permit me, gentlemen, before we enter into the discus
sion, to make a few introductory remarks upon one of 
these points— and that is the making the notes a legal 
tender, in regard to which, should it ever be enacted, the 
Bundesrat will soon be called upon to decide. And par
don me if, in view of the importance of this point, I should 
for once transgress to some extent the personal reserve 
which I must here impose upon myself. I am convinced, 
gentlemen, that the investing of the bank notes with the 
quality of a legal tender is out of the question unless we 
assume first of all, as a matter of course, that our gold 
standard is to be absolutely maintained. The rocher de 
bronce of the gold standard is the redemption of notes in 
gold; no tampering, under any circumstances, can be per
mitted here. Consequently I regard the theory of Doctor 
Arendt, even from the standpoint of bank policy, if the 
bank is not itself to destroy confidence in its good faith, 
as beyond the pale of discussion, besides being firmly con
vinced that it is absolutely untenable as a matter of law—  
the theory, namely, that the redemption of i ,000,000 marks 
in 1,000-mark notes or 20-mark notes could be broken up 
into 1,000 separate transactions relative to 1,000-mark 
notes or even into 50,000 relative to 20-mark notes. But, 
gentlemen, assuming the absolute maintenance of the gold 
standard, the redemption of the notes in gold, and the 
discarding, therefore, of the idea of forced circulation, I 
would call your attention, for the purpose of a fullconsid-
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eration of the question, to several aspects of it which the 
experts whom we have hitherto listened to have either not 
discussed at all or have only touched on the surface. In 
this body, whose counsel is of particular importance to the 
preliminary deliberations of the Bundesrat concerning the 
supplementary bank law, I am anxious that this question 
should be elucidated on every side and that its serious 
aspects should by no means be left out of account.

At the hearing of the experts last spring they treated 
this question almost exclusively from the standpoint of 
an enlargement of the Reichsbank’s stock of gold and 
with regard to times of peaceful and normal economic de
velopment, and scarcely considered that the legal-tender 
quality of the bank notes may also perhaps be of impor
tance in protecting the store of gold in possession of the 
bank, particularly in politically or economically critical 
periods. And even where one or another did touch upon 
such critical times, he fixed his attention mostly upon 
a war, and then only upon the period immediately fol
lowing its outbreak, pointing out that it was a question 
at the utmost of only a few critical days, which could be 
weathered, and that making the notes legal tender and 
possibly the forced circulation of them might then become 
a necessity, but that it would be time to enact those meas
ures then, and that they could be legally passed in a few 
days by the Reichstag and the Bundesrat— for the power 
of issuing an emergency decree is not provided for by the 
constitution of the Empire. But the possibility that we 
may have grave political crises when legal measures can not 
at once be enacted, and that a war does not necessarily
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break out overnight, but may be impending for weeks and 
months, producing constantly increasing uneasiness in 
the business world, hardly one of the gentlemen seemed 
to have thought about.

But, gentlemen, it is not necessary in this connection to 
think of war at all; we may go through protracted political 
or economic hard times in peace also. Are we really so 
absolutely sure that with us an economic crisis, a failure 
of confidence, an intense demand for money, a run upon 
savings or other banks, may not, under a conjuncture of 
untoward circumstances, occur, even though, thanks to 
the elasticity of our central bank of issue, hardly to the 
same extent as in the United States?

The question whether we do not need the same defensive 
apparatus with which all our great neighbors, and particu
larly England and France, have long since provided them
selves may at any rate be worthy of earnest consideration, 
even if we leave an actual panic that may seize upon the 
people at large and the business community entirely out 
of account. And it is very obvious that at such times 
every individual strives to put himself into a strong posi
tion financially, to have his resources mobile and available; 
that every bank, every public fund, every disbursing 
officer, savings bank, cooperative institution, and what
ever else they may be called, will, or at least may, make a 
strong effort to secure for themselves the means of meeting 
all possible demands for payment, and therefore for 
greater amounts than are needed in normal times. It 
may likewise be assumed as certain that efforts to secure 
those means to pay, on the part of private persons as well
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as of the banks and other payment institutions, will be 
directed toward procuring as much as possible of that kind 
of money regarding which the possessor is sure that he can 
use it in payment under all circumstances— that is, money 
that is legal tender. Up to the present, however, gentle
men, it is only gold that plays this part.

That in such periods of long-continued, steadily aggra
vated crises an acute feeling of insecurity and unrest may 
pervade the business community in general, precisely be
cause the creditor demands of his debtor the only uncon
ditional kind of money— that is, gold— is conceivable; that 
this endeavor, manifested in larger or smaller strata of the 
population, these necessary efforts of the banks, disbursing 
offices, savings banks, etc., to procure this sole absolutely 
valid and disposable form of money, gold, may react 
strongly, and, under certain conditions, to a dangerous 
extent, upon the Reichsbank and its stock of gold, is at 
least possible and perhaps probable; and this would hap
pen particularly at a time when it must strive to guard its 
stock of gold with the utmost care, while as matters now 
stand it has no means of really protecting it.

Now, it seems plain that the investing of our bank notes 
with the legal-tender quality would remove the chief 
motive which, under present conditions, impels great 
numbers pf private individuals and notably banks and dis
bursing offices, to provide themselves specifically with gold 
and that in great quantities; and the number of people 
who will then apply to the bank to have notes redeemed 
will not, I believe, under any circumstances be a danger
ous one, so long, of course, as the credit of the bank is 
maintained.
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Gentlemen, it may be doubted— and I concede this at 
once— whether these possibilities will become realities, 
and how far the uneasiness and the imperiling of business 
and the imperiling of our gold will extend in such crises. 
But, gentlemen, in forming your decision you will have to 
put this question to yourselves also: whether the bodies that 
are responsible for the utmost possible security of busi
ness— and for the present, you, too, are among them—  
should not consider, judge, and prepare the measures 
required for such grave emergencies from the standpoint 
of the pessimist and of the man who goes, it may be, to 
the furthest limits of caution.

Gentlemen, it will have to be considered, too, whether 
it can be assumed as certain that we can not experience 
such crises in the next ten years, and whether the enact
ment oh the supplementary bank law is beyond doubt 
the most appropriate means of attaining this security for 
our financial and economic dealings. For, gentlemen, 
that any special act, any special law would spread this 
uneasiness in tenfold measure both within the country 
and abroad, can not be a subject of doubt.

And there is still another aspect, gentlemen, which 
likewise has not been touched upon. Bast year we were 
not very far from a one-third covering of our notes. Fhe 
Reichsbank dispelled the danger at that time by drawing 
in gold, making great sacrifices to do so, but it had not 
at its disposal any means of keeping the danger off uncon
ditionally. I hope and wish that we may be preserved 
from the recurrence of such crises. But is it wholly in
conceivable that such a crisis, and even a graver one, may 
again come upon Germany? Gentlemen, at such times 
if our notes were legal tender, it might prove a powerful
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aid to the Reichsbank. Just think of it, gentlemen; the 
Ministers of Finance of the Empire and of the Federated 
States would only have to express their readiness— and 
they would surely do that at once— at the request of the 
Reichsbank to direct the state treasuries and public 
depositories to pass over their stock of gold for a few 
days to the Reichsbank. If this were done a few days 
before a day of heavy payments, all danger that the 
Reichsbank might, even at the time of heaviest drain, 
fall below the one-third covering would be at once 
removed.

Finally, gentlemen, even in times when economic con
ditions are perfectly normal, the banks and other dis
bursing places would not need to keep as large a stock 
of gold on hand as they are now obliged to do on account 
of gold being the only legal tender; and this, gentlemen, 
might also have the effect of directly and permanently 
strengthening the Reichsbank’s stock of gold.

Now, gentlemen, in the deliberations of the experts a 
great many objections were raised; objections, in the 
first place, based upon Doctor Arendt’s theories. I think 
I may leave those aside. Much more weighty and grave 
were the objections expressed in a very distinguished 
quarter, that such a measure might produce a very serious 
and undesirable effect in foreign countries as regards 
their judgment of our entire economic situation and their 
reception and valuation of bills drawn on Germany. It 
was, however, at once pointed out by more than one 
person that an objection of this character could apply 
only to the question of the timeliness of such a measure
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in view of the grave attacks which had so recently been 
made abroad upon our entire economic organization. 
Gentlemen, in this connection I would beg you to con
sider whether, even if this objection should have been 
accorded full weight if we had proposed such a measure 
at the close of 1907, or in January or February, 1908, the 
same weight is to be attached to it now after the interval 
of a year and with the possibility that it may be months 
before the law is taken up in the Reichstag. Gentlemen, 
at that time a host of suspicions were spread about by 
foreign newspapers relating to our general condition. It 
was declared that the entire economic development of 
Germany was facing a great collapse; it was prophesied 
that our great credit institutions would not be able to 
maintain their solvency; it was predicted that the Reichs- 
bank would no longer be in a position to protect the gold 
standard, to maintain the one-third covering of the notes; 
it was asserted that the Empire itself was in such con
fusion and disorder that it did not have sufficient means 
at its disposal even for its domestic and current needs, 
and that it could not raise them, owing to the lack of the 
spirit of sacrifice on the part of the Reichstag and of the 
people; the feeling was sought to be aroused that if the 
Empire was unable to meet even the needs of a time of 
peace, it would be in no condition at all ever to provide 
the means required for carrying on a war.

Gentlemen, we have in the meanwhile grown a year older, 
and what is actually left of these libels to-day? This year 
has taught, here and abroad, that our economic develop
ment, though it has again struck ebb tide, is, on the whole,
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undoubtedly sound; that the banks have not announced 
their insolvency— this year it is to be hoped, will show 
that the balance sheets of our great banks will present a 
different appearance from that of last year; the Reichs- 
bank is stronger by half a billion; and the criticism that 
it can no longer maintain its one-third covering and the 
gold standard will, at all events, lose its whole force if the 
Reichsbank decides, either at the same time or before, to 
give to the public separate accounts of its holdings of 
gold and silver, and show that it does not, and need not, 
fear criticism. [Hearty applause.]

The conditions in our country assume a different aspect, 
too, through the circumstance that the Imperial Govern
ment is about to submit a great scheme of taxation, and 
asks the Reichstag to place the Empire in a position of in
dependence. I earnestly and confidently hope that the 
Reichstag will not be deaf to this appeal, and that the 
Empire will, speaking broadly, next year stand financially 
on its own feet.

Gentlemen, all these are elements which can not even 
by a malicious spirit be looked upon as signs of weakness 
and unsoundness, but as displaying, on the contrary, the 
marks of vigor and health, of determination and ability to 
act; and this may be the very thing to strengthen confi
dence in the Reichsbank notes, in the maintenance of our 
monetary standard, and in the soundness and security 
of bills drawn on Germany. We are, after all, doing only 
what England and France did long ago. We have every 
inducement to win back the respect for German conditions 
which has now and then been impaired abroad through
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malicious libels, but perhaps the best way to do this is to 
show determination, and to show that we are not afraid 
of criticism.

Gentlemen, I request you to consider also— particularly 
those gentlemen who raised the objections half a year ago, 
and they were men of great prominence— whether those 
objections would not in their eyes, too, perhaps, lose some 
of their weight if the bill were to be brought in, not within 
the next fortnight, but only after the lapse of some 
months, and if, in that time, our German economic con
ditions continue their healthy development, the Reichs- 
bank remains strong, the German banks make a different 
showing to the public from that of the last hard year, 
the Bundesrat has submitted its great financial reform 
measure, and the enactment of this measure by the 
Reichstag may be looked for.

Gentlemen, I do not for a moment fail to recognize the 
seriousness and weight of the objections that have been 
urged against this measure. You are familiar with them 
also, gentlemen, and I refrain, therefore, from presenting 
them once more in detail. I have only wished to bring 
before this body, upon whose advice the Bundesrat lays 
great weight— particularly as it is on the eve of deciding 
whether it should incorporate the legal-tender proposition 
in the laws or not— considerations which have hardly 
been referred to, and which may be of some consequence 
in relation to the measure, and to ask you to take them 
into account in arriving at a decision. I present them 
to your judgment, and would be very grateful if that judg
ment were to remain a thoroughly independent one. We
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shall on our side, too, endeavor to learn from your argu
ments, and I can assure you that the dissenting voices 
also— the opinions of those who are opposed to this meas
ure, and the reasons that they adduce— will now be 
doubly weighty with us.

Doctor R i ESSEr . It is my opinion, in the first place, 
that the views expressed by the experts, which, I frankly 
admit, appealed to me at once very strongly and which 
were mostly adverse, may chiefly be traced to the fact 
that the question was brought up in connection with that 
of the desirability of endeavoring to increase the Reichs
bank’s stock of gold. For that this question is to be 
answered in the negative; that making the notes legal 
tender would not have the effect of strengthening the 
Reichsbank’s stock of gold— at least in general, there be
ing some few exceptions which were brought out in the 
discussion; this, in my judgment, is indisputable. Since 
the experts were mostly influenced by their judgment 
of the question whether making the notes legal tender 
can really effect an increase of the gold supply of the 
Reichsbank, drawn from the channels of domestic trade, 
their answers were necessarily mostly negative.

We should do well, gentlemen, to put the question in 
this shape: Whether, quite independently of its possible 
effect of increasing the Reichsbank’s stock of gold, the 
conferring of the legal-tender quality upon the notes of 
the Reichsbank— these are the only ones in question—  
should be recommended on general grounds. After I 
had put the question to myself in this way I decided—  
contrary to my former opinion— in favor of an affirma
tive answer.
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Gentlemen, the following three objections have, in sub
stance, been raised. I shall try to treat the subjects as 
briefly and succinctly as possible: (i) Bad impression 
abroad; (2) bad impression at home; and (3) decline in 
check and deposit business wherever the use of bank 
notes is increased.

I turn, first, to the impression abroad. It is asserted 
that it would create a very bad impression in foreign 
countries, and, what appears far more grave and is to be 
more seriously considered, that perhaps our entire foreign 
trade and, possibly, even the hard-won position of Ger
man exchange abroad may be jeopardized. I believe, 
gentlemen, that this apprehension originated— his excel
lency, our chairman, has already referred to this— under the 
impression created by the very adverse foreign criticism 
indulged in at one time regarding the condition of our 
Reichsbank and of our private banks; and I would bring 
up a point for consideration which goes beyond even what 
has just been indicated by our chairman— namely, that 
it will assuredly be a long time before the notes will be 
made legal tender by law, and that by that time condi
tions will presumably have changed. I would ask you to 
consider whether the date wThen this measure shall go into 
effect could not be fixed by an imperial order. In that 
case, gentlemen, it would be possible to carry this meas
ure into effect, not necessarily just at the time of its pas
sage in the Reichstag, should that time coincide with a 
critical or even worse juncture of affairs, but at some later 
day. I merely suggest this idea, however, for considera
tion, without offering a resolution to that effect. At all
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events, I feel convinced that if this measure should go into 
effect at a time when all grounds for the attacks that have 
been made are removed by the favorable position of the 
Reichsbank and, as I trust will be the case, the favorable 
condition of our banks, the question of a bad impres
sion abroad could not come up at all. And I would not 
omit to point out that it is a sign of the strength of our 
great banks and will, I believe, be so regarded abroad 
also, that they have already at this time decided to pub
lish their trial balances every two months, beginning with 
February, 1909. Gentlemen, one who has much to con
ceal and feels himself weak would surely not voluntarily 
determine upon such a measure, particularly at such a 
moment. [Very true!]

I come now to No. 2; to the impression at home, 
regarding which it was asserted— and here again I was 
impressed by the argument— that there was a time once 
when the gold clause was expressly inserted in legal 
documents, mortgage deeds, and long-term contracts, 
and that this time would return if the measure under 
discussion became a law. I, for my part, believe— but 
it is of course difficult to prophesy— that the chief 
impression produced will be simply this: that the public 
will wonder that this measure was not enacted long ago, 
and that the express insertion of the gold clause will 
not be resorted to, because it is impossible that the 
doubts in regard to our gold standard which at the time 
in question gave rise to it should be revived on this 
occasion. All this, of course, under certain assumptions: 
First, that in sections 18 and 44 of article 4 of the bank
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act, redemption in gold (instead of as now “ in current 
German money ” ) is made obligatory upon the Reichsbank 
and the private banks; and that, either in the law itself 
or in introducing or discussing it, every scheme for 
making the redemption of our bank notes in gold illusory 
by indirect means— by means, for example, of the 
division theory advocated by one of the experts— is 
rejected in very explicit terms, as was done by his ex
cellency to-day; and, secondly, that— I say this to satisfy 
the desire of the president that all possible points of 
view be presented— it should be considered whether on 
the occasion of enacting the legal-tender measure a 
modification might not be made in the present restrictions 
according to which the branch offices of the Reichsbank 
are obliged to redeem in gold only in so far as “ their 
holdings of cash and their money requirements allow.” 
(Sec. 18 of the bank act.)

I say a modification of the restrictions. The question 
must be considered— I am not blind to the objections 
against it, notably the danger of returning to former 
conditions in our monetary affairs and weakening the 
control of the gold situation by the management of the 
Reichsbank in Berlin— whether it might not be required 
of the branch offices that upon demand they redeem 
notes in gold within the time required for the transfer 
of gold from the central to the branch establishments, 
“ under ordinary conditions.” (Sec. 147, Abs. 2, B. G. B.) 
I would, however, state distinctly that I simply suggest 
this for consideration, but do so on account of the appre
hension expressed by Herr Schinkel that otherwise great
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difficulties might be encountered in places other than 
Berlin should the legal-tender measure be enacted and 
no provision at the same time be made that it shall be 
easier than it has hitherto been to get the Reichsbank 
notes redeemed in gold at the branch establishments.

I now come to 3; to the opinion advanced, if I am not 
mistaken, by Professor Lotz, an expert— at any rate, by 
a very competent expert— that wherever the circulation 
of bank notes is increased it is bound to be accompanied 
by a diminution in check and deposit business. According 
to the experiences within my knowledge, and as far as I 
can judge from them, this objection does not hold. The 
only thing that has been established is the obverse phe
nomenon, that an increase in check and deposit business 
causes a diminution of bank-note circulation, and we have 
examples of this, notably from England.

But, aside from this, what is involved in the issue of 
bank notes of small denominations is chiefly only a 
different subdivision of the total; the increase of the 
aggregate— I believe his excellency, our chairman, gave 
the figure as 86,000,000— would be only about 8,000,000; 
since, for example, 50-mark bank notes take the place of 
100-mark bank notes and imperial treasury notes already 
in existence, and 20-mark bank notes may also be sub
stituted for smaller imperial treasury notes. I would 
therefore agree to the enactment of the legal-tender meas
ure under the assumptions I have mentioned; and the 
question might be considered whether the time when this 
measure shall go into effect should not be fixed by an 
imperial order, as has been done in a number of cases; 
furthermore, under the additional assumption that, as in
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England, it must be expressly stated in the law with us, 
too, that the legal-tender quality— which, for the rest, 
must hold good as long as the gold standard lasts— shall 
not obtain in the case of any payments which the Reichs- 
bank itself has to make in connection with its deposit 
business, its obligation to redeem bank notes, etc. In 
considering this measure, then, I have reached the conclu
sion that the enactment of the legal-tender measure—  
which, for that matter, obtains already to-day in the case 
of payments to the Reichsbank, because, according to 
the bank act, the Reichsbank must accept its own bank 
notes as valid payment to itself— is nothing more than a 
legal admission, the declaration of a position which public 
confidence has actually long since granted the bank notes 
[very true!] without this implying the necessity of demon
strating that particular cases had occurred which compelled 
us to resort to this measure at this moment.

Aside from all this, in the enactment of the legal-tender 
measure we may recognize— and here I am simply follow
ing the path which the important statements of the presi
dent of the Reichsbank have marked out— not only a 
peaceful measure, but one that is required for, nay, indis
pensable to, our financial mobility. [Quite right!]

One need not think of war at all in this connection; 
but should war come, one of two things will happen. 
Either (as I think would be necessary) a forced circulation 
will at once be declared and the obligation of the Reichs
bank to redeem its notes in gold will accordingly be sus
pended; and it is difficult to conceive that it should not 
at the same time be declared that the creditor must accept 
the notes of the Reichsbank in payment and that the debtor 
may give them as valid discharge of his obligations; this
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is, indeed, the essence of the legal-tender idea as dis
tinguished from forced circulation. Or the forced circu
lation will not be declared, or not be declared at once, and 
then the legal-tender expedient will still have to be 
resorted to in order to make our bank notes, and conse
quently our monetary standard, at least somewhat less 
open to the foreign attacks which may be expected, for 
it is not impossible that great quantities of bank notes 
would then suddenly be thrown out of use in Germany 
because of the insistence upon gold for all manner of 
payments to be made in foreign countries, a situation 
which their manifold relations with us would easily enable 
them to bring about.

But there is still another consideration— and this is the 
last objection, with which I will close— that if the bank 
notes are declared legal tender, the imperial treasury 
notes would have to be declared so likewise. [Quite right!]

I would not attach great practical importance to this 
question in itself, because for the present the entire 
amount of the imperial treasury notes is limited to
120,000,000. I believe, however, that in this question the 
imperial treasury notes— which I hope will disappear in 
general, and particularly as a cover for bank notes, as soon 
as possible— can not be regarded as being on the face of 
the matter on a level with the bank notes. The main 
difference in my estimation is this: The imperial treasury 
notes are a national paper currency for which the State 
is unconditionally responsible, but which is secured by 
the taxable resources of the entire German nation— that 
is, secured indirectly, and not directly by any special
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covering; their circulation, therefore, rests upon the pay
ment credit of our Empire. The Reichsbank notes, on 
the contrary, are sight drafts of an institution which is 
under state supervision and which discharges a variety 
of public functions; their circulation does not rest upon 
the payment credit, but upon the redemption credit, of 
the issuer. I hold, therefore, that one need not draw the 
conclusion that making the Reichsbank notes legal tender 
necessarily involves doing the same for the imperial 
treasury notes. I should not draw that inference, but in 
any case I do not regard this objection as a particularly 
weighty one, especially as the imperial treasury notes 
amount only to the small, or at least not very consider
able, sum of 120,000,000 marks.

Doctor W a g n e r . Gentlemen, I must, in the first place, 
thank his excellency, the president, for having expressed 
himself upon the whole question, apparently a subordinate 
one, of investing the bank notes with the legal tender 
quality. It is a highly important question of financial 
policy and general policy; we should not deceive ourselves 
on that point. I shall permit myself to enter into some 
arguments from this point of view.

Gentlemen, if we look back into recent history we per
ceive that in grave political crises, particularly war crises 
or the like, every country of Europe, great or small, has had 
to resort to a paper-money regime; that is, they issued 
paper money with forced circulation and suspension of 
specie payments. The only great historical example 
in which, up to the present, this has not been done in 
the case of a tremendous crisis, was offered by Prussia-
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Germany, even in the trying year 1866, and later, in the 
war years 1870-71; we managed without such a measure, 
although France, financially so strong and with such 
great credit, was obliged to decree a forced circulation for 
its bank notes after the first defeats, the August battles. 
Gentlemen, this offers food for reflection, and we must 
remember, too, that we had a silver standard then and 
confront a much more difficult problem now with the 
gold standard; silver does not flow away as easily as gold.

Gentlemen, I should like to draw a distinction, in this 
whole question, between two points. The president has 
in his various statements just represented this entire meas
ure concerning legal currency or the legal-tender quality 
as one of necessary precaution, intended to insure us 
against all contingencies. That is one side. I hold that 
the measure in this respect commends itself at once.

It must be admitted, however, that there is another 
side to be considered: Would it be possible for us, in a 
great and trying world struggle in the future, with foes 
on different sides, to avoid the experience which all the 
countries and States about us have passed through, 
namely, a heavy increase of bank notes, become irre
deemable— that is, of real paper money? We hope at all 
events that it would. We must all the more fortify the 
Reichsbank for all contingencies. Even then, to be sure, 
there will still be difficulties. France in 1870 must at 
first have thought that it could manage without this 
forced circulation, and after a few days it was unable 
to do so, although the Bank of France had a stock of 
specie of about 1,300,000,000 francs— a stock such as the
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world had up to that time never seen. To-day it is still 
greater, 3,250,000,000 francs in gold alone, and nearly a 
billion more in silver.

But we are, in any case, confronted by another ques
tion: Is our monetary system so organized that we shall 
not be obliged, simply through conditions brought about 
by it, to resort to a real forced circulation— that is, to 
a circulation involving the irredeemableness of bank 
notes? I can not help entertaining doubts as to whether 
the cover provisions in our currency and banking regu
lations are adequate. And another question has to be 
taken into consideration here, Herr Riesser; namely, that 
the 120,000,000 in imperial treasury notes must be added 
to the bank notes. For the present the Reichsbank alone 
is responsible for both. But besides that, we have
1,200,000,000 in silver money which, upon the owner’s 
demand are, in accordance with our laws, also redeem
able in gold. For neither item, the silver money ,nor 
the imperial treasury notes, have we a special cash- 
redemption fund in gold. This is a perilous matter, 
and in a crisis might easily put us into a serious position.

And now as to the question of investing the Reichs
bank notes with the legal-tender quality at this time. 
A number of reasons can, to be sure, be urged against it, 
but the reasons in favor of it really outweigh them. At 
present we must picture to ourselves this situation: I am 
not compelled, as an official, for example, to accept 
Reichsbank notes in payment of my salary; I would 
indeed as a rule do so, and prefer it perhaps to other 
money, but I am not obliged to take them. And no 
creditor is obliged to do it. This may really lead to sharp
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practice against the debtor. It is stated, for instance, in 
our Berlin rent contracts, which are often veritable man- 
traps, that the tenant must pay promptly, otherwise the 
entire contract is invalid. Now, the money is brought to 
the landlord in Reichsbank notes, and he says: “ Give me 
gold.” But the tenant can not do it— the Reichsbank is 
closed in the afternoon. It is indeed possible that the 
court may decide against the man and say that his con
duct is contrary to good morals. Even in peaceful times, 
the legal-tender quality would have the merit of provid
ing a desirable preventive of such chicanery.

But then in the dark days, in time of war or of economic 
stress! There is one point on which I can not agree with 
my colleague, Herr Riesser. He holds that such a meas
ure should be incorporated in the law, but that it should 
be provided that it shall be put into force only upon an 
imperial order. What effect would this have? Let us 
say that the law goes into force next year. Suddenly, 
in the summer, affairs take a critical turn and an imperial 
order is issued. The effect would be very similar to that 
which we apprehend at the approach of a war. At home, 
and more particularly abroad, people would say: now 
comes the real forced circulation. These are apprehen
sions which do not allow me to agree with Herr Riesser 
on this point. But otherwise there is really no objection 
to investing the always redeemable Reichsbank notes 
with the legal-tender quality. Take the case of England. 
England itself had forced circulation from 1797 to 1818, 
when she got rid of it; and in the year 1833-34, after the 
unfavorable experiences following the crisis of 1824-25.
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she returned to the legal-tender plan, though with the 
qualifications which have been spoken of. Since that 
time the notes of the Bank of England have retained 
their legal-tender attribute, which of course does not 
apply to payments for which the Bank itself is responsi
ble. For the rest, the legal-tender provision, if I am not 
mistaken, applies only to England, not to Scotland or Ire
land. In this case there is not even a historical connec
tion between the former forced circulation and the mere 
legal-tender provision, for a period of sixteen to eighteen 
years intervened between them; the legal-tender measure 
was adopted independently.

Then we find very similar arrangements in countries 
which adopted the new system directly after the regime 
of paper money and forced circulation. France, in the 
first place; the legal-tender plan did not exist there either, 
formerly; but when, after the war of 1870, which involved 
the issuance of a forced circulation, specie payments were 
resumed, she retained that feature. In Austria-Hungary 
the same thing obtains, and likewise in Italy; I mention 
only the chief countries. In short, we could point to the 
fact that it is the almost universal practice of the leading 
nations of Europe, as regards their central banks and the 
notes issued by these. I would, therefore, be in favor, 
not of permitting this measure to be put into force by 
imperial order, but of establishing it by law, precisely at 
the most peaceful time, such as we may look for now.

Then, again, I believe that we can not by any means 
ignore this question: What attitude shall we adopt to
ward the imperial treasury notes? At present they are 
not invested with the legal-tender quality either. For 
their redemption the Reichsbank is substantially respon
sible. Can we later on, when the Reichsbank notes shall
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have been made legal tender, omit to do the same for the 
imperial treasury notes? I believe consistency would 
demand the extension of the measure to them also. Be
sides, in the earlier history of German paper money, this 
has often occurred. The paper money of many different 
States of Germany— Hesse, if I remember right, was of 
the number— whether redeemable or not, was legal ten
der. In Holland, if I am not mistaken, the national 
paper money still continues to be legal tender; for a long 
time there were 10,000,000 Dutch gulden of it. But, 
naturally, if we make the imperial treasury notes legal 
tender, the question presents itself with renewed force: 
Must we not finally provide for a better covering of the 
imperial treasury notes?

Now, I know very well that in our present straits, as 
regards money and credit, we can not think of contract
ing new loans for that, too; but I should, at any rate, 
like to make a proposition in order that it may appear in 
the minutes, even if the matter can not be settled over
night. What kind of examples are offered by the history 
of Prussia? When, in the year 1856, it was contemplated, 
partly on account of the competition of the small banks 
of issue of the Middle States, to grant the Prussian Bank 
of that time the right of an unlimited issue of notes, it 
was considered advisable to reduce the existing Prussian 
national paper money, which amounted in round num
bers to 30,700,000 thalers, by about one-half, there re
mained only 15,000,000. It is a familiar fact that this 
was accomplished by means of a loan, wdiich the Prussian 
Bank had to pay interest upon and discharge; it is the 
same loan with which the Reichsbank is still burdened, 
and which will, I believe, be discharged in 1925. I should
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think, therefore, that we should have resorted to the same 
policy now, particularly in connection with the issue of 
small bank notes; the Reichsbank would, for instance, have 
been empowered to issue 50-mark notes, but in consider
ation of this it would have pledged itself to call in all the 
imperial treasury notes, somewhat as was done in 1856; 
that could have been accomplished without too heavy 
sacrifices. But so long as the imperial treasury notes 
remain in existence, we must, for the security of the 
Reichsbank, at least say this: The Bank holds a large 
part of those bills, occasionally a half or more— this is 
mere ballast for the Bank; it serves nominally, but not 
really, as a cover— it is not even silver, but pure credit 
money— and there ought to be a gold cover for it. An 
effort should, in my judgment, therefore be made to get 
the Imperial Government to provide sooner or later a 
certain quantity of gold as cover for the imperial treasury 
notes as long as it issues them, which gold would likewise 
be at the disposal of the Reichsbank.

The Juliusturm has been referred to a number of times 
because the sums, 120,000,000, happen to coincide. The 
two things have nothing to do with each other. The 
treasure in the Juliusturm is applied to entirely different 
uses. It is certainly not intended as a cover for the 
imperial treasury notes. But the present condition, that 
the Reichsbank may and must use these bills also as 
covering for its notes and other obligations— this pure 
credit paper, which is not specially covered— is untenable.

I would, furthermore, express my dissent from the view 
of my colleague, Herr Riesser, the theory of Lorenz Stein,
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of Vienna— the theory of a “ tax fund” on which paper 
money rests. That is a very nebulous affair. The money 
the Empire or a State receives in the way of taxes to-day 
they must give out in expenditures to-morrow. The tax 
receipts do not supply a sufficient basis; this must be 
provided for by special means. I thus reach the conclusion 
that it is proper to make our imperial treasury notes 
legal tender, but that measures must also be taken to 
secure a sufficient gold cover for them.

And still another question is to be considered: In con
nection with the legal-tender question, what is to be done 
about the various denominations of the notes? Should 
the legal-tender measure apply to all alike? Gentlemen, 
bad results may follow in this matter also. I take the 
example which I have often adduced in private life, and 
which I think permissible to mention here. A man doing 
business in a small way in the country receives a draft of 
120 marks for a consignment of farm products. He is 
given a ioo-mark note and the rest in small change. As it 
is now, he can refuse the ioo-mark note because he can not 
get rid of it or change it. With a legal-tender act in force 
he could not do this. At all events, this is a point which 
must receive some consideration. We must not by any 
means allow a man of that kind to be put to the necessity 
of buying something in a shop in order to get his note 
changed, or have small money-changers adding to their 
profits by the charge which they make for doing it.

And I shall touch upon another matter connected with 
this. In addition to the small imperial treasury notes, we 
have now small bank notes, the smallest being as low as 20
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marks. Is it quite certain, then, that you will be bringing 
gold into the Reichsbank by means of them ? Is it not 
possible that the effect will be that more gold will flow, not 
into the Reichsbank, but out of the country, because more 
20-mark notes will be in circulation and less gold will be 
used in business dealings? I have always entertained 
certain misgivings in regard to the 20-mark notes. If 
France has no notes of lower denomination than 50 francs, 
it would have been the right thing to stick to 50-mark 
notes and thus secure a greater reserve in the shape of gold 
circulation.

These are the points which are most closely connected 
with this question.

The other points also touch the main question, but not 
so closely. I would therefore reserve the privilege of 
discussing them later on, especially the points indicated 
under C, etc. They present a number of particular 
features for consideration.

If, for the rest, the opponents of the legal-tender idea 
in its true sense raise the objection that it would lead to 
the multiplication of bank notes, what do we see in Eng
land? The Bank of England has, relatively, the smallest 
amount of bank notes— in spite of the fact that the legal- 
tender plan has been followed for a long time— and has 
increased its notes in far smaller degree than the other 
central banks where this measure either does not prevail 
or has only recently been put into practice. The quantity 
of bank notes depends upon other factors, especially upon 
the development of the deposit system and the use of 
checks. We need have no fear on that score therefore

720

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8

in making the notes legal tender; the example of England 
disposes of such apprehensions.

Allow me, in conclusion, to return to the question of 
forced circulation. To avoid it, even in critical times, 
must be our steady endeavor. Let us hope that we shall 
succeed in this in the future also; but necessity knows no 
law, and here I would appeal particularly to the gentle
men who are actively engaged in business affairs. I 
speak from my own personal experience, having attended 
one of the first congresses of political economy, in Han
over, in the year 1864, now forty-four years ago, when the 
German radical free-trade, theoretical party, and the rep
resentatives of the great Prussian industrial interests back 
of it, discussed in the congress the question of real paper 
money, with forced circulation. I had then been living 
in Austria for quite a long time and had seen the terrible 
consequences of the depreciation of paper money, and 
could agree with the stand taken against such money in 
that congress; but a view prevailed in those circles of the 
absolute abominableness of paper money. They went so 
far that they were carried away into saying such things 
as that the country had better go to ruin than resort to 
paper money. I hope that the practical, as well as the 
theoretical, advocates of free trade are now so far in
structed that they no longer entertain such ideas. Paper 
money is a grave evil; but a greater evil is to let the coun
try go to ruin, for the interest of the state takes pre
cedence, in any case, of private economic interests, and at 
the same time is the highest economic interest of the 
people; that must never be forgotten. [Very true!]
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I declare myself, therefore, in favor of the approval of 
the legal tender proposition.

Mr. Schinckee. I, too, am among those who have 
brought up objections to the legal-tender project, especially 
as regards the time of its going into effect. It is naturally 
not easy for me, therefore, to revert to those objections 
after the remarks of the chairman and after the addresses 
which two members of our commission, very able judges, 
have delivered. I regard it, nevertheless, as my duty, in 
order once more to examine the two sides, which this, like 
all other questions, has, to point out again the objections 
which in my opinion present themselves against making 
such a legal change in the currency at the present time.

It can surely not be denied that such a measure will not 
be charitably interpreted abroad, and I must, therefore, 
say that this objection should not be passed over lightly—  
the hard times are, indeed, not so far behind us.

But how does the matter stand with us here at home? 
I do not for a moment fail to recognize that the position 
in which we find ourselves to-day is a very uncomfortable 
one— that, namely, the bank note has not the legal-tender 
quality, while in the eyes of the public it is really credited 
with that quality; at any rate, the people have practically 
never really quite found out that they need not accept the 
bank notes. This is a defect which I, too, should be glad 
to do my part to correct. On the other hand, the land
lords who can demand their rent in gold, and the diffi
culties in paying mortgages, are always pointed to. I 
must say that in my experience, extending over a great 
many years, I have never met with cases where a person,
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through sheer perversity, would insist upon demanding 
gold. Would it make such a tremendous difference, then, 
if the bank notes were made legal tender? A person who, 
for some reason or other, wants to have gold by all means 
will demand it in future also.

A voice. Well, then!
Mr. Schinckee. Thus the inconvenience caused by 

drawing gold from the Reichsbank under existing con
ditions will not be obviated by the measure.

Now, as to the case of financial crises or readiness for 
war. Well, gentlemen, we must not deceive ourselves on 
this point, either. Making the notes legal tender to-day 
and emphasizing anew their redeemableness by the Reichs
bank, will not remove the chief difficulty. For it will 
have no effect upon the question whether we shall be able 
to maintain redemption in case of war. If mistrust is 
aroused, whether it be in consequence of a crisis or in con
sequence of a great war, everybody will be anxious to 
provide himself with gold, and if he must accept the bank 
note because it is legal tender, he will take it to the Reichs
bank and get gold for it there.

But, as I have already remarked, the question has un
doubtedly its two sides, and I myself believe now that, 
dismissing the apprehensions regarding the possible critical 
attitude of the outside world concerning the matter, the 
scales will turn in favor of recommending the enactment 
of the legal-tender measure right now, on the occasion of 
the renewal of the bank act. If this is desired, however, 
a correlative, which we can not get around, must, I am 
firmly convinced, be furthermore demanded. It will have
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to be expressly stated in the law, as was done in England, 
that the Reichsbank is, of course, not absolved from paying 
its own obligations in gold, and that the Reichsbank note is 
redeemable in gold at all times. But, in addition to this, 
it must be provided that the note shall not be redeemable 
in Berlin alone. [Quite right!] It is this very point, 
singular as it may sound, which will be most insisted on 
and exploited against us abroad, although I am fully 
aware that the English bank note, for example, is redeem
able only in London. The conditions in England and 
Germany can, in this respect, absolutely not be compared. 
In England there is substantially only one banking center, 
and that is London; all money transactions are concen
trated in London. That is net the case in Germany. 
In Germany we have other banking centers besides Berlin, 
and if the absolute obligation of the Reichsbank to redeem 
its notes in gold— which, as our honored chairman has 
also said, is to be specially emphasized once more— is 
really to have a background, then the redeemability must 
not have reference to Berlin only, or else we should actually 
have a paper standard outside of Berlin, throughout our 
whole broad German Empire.

[Cries of dissent and “ Very true.”
If the banks in Hamburg, Frankfort, and Munich were 

obliged to say: “ I am sorry, we have no gold,” then we 
should actually have redemption in Berlin alone. I 
know that in practice this, again, could not happen often 
enough to be of much significance, but it is an error which 
we must not commit. I can not really see why in this 
connection the Reichsbank should not go so far as to
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declare that it is ready to redeem Reichsbank notes at its 
branch establishments as far as their stock of cash per
mits, and beyond this to send the gold, at its own expense, 
in the shortest possible time, to the office at which it was 
demanded. Otherwise the condition will arise that a bill 
upon Hamburg will actually have a discount against it 
as compared with one drawn on Berlin, since it would not 
be redeemable in gold if the Reichsbank should not declare 
itself ready to assume this slight burden, very slight 
because it has the franking privilege. I would warn you 
most earnestly against a failure to recommend this 
change. [Interruption.]

Well, for my part, let it be only the chief offices; 
although that would not be right either, for every branch 
office can easily enough have on hand as much gold 
as will be demanded of it. It is a fact that the public 
begins to demand gold only when it is withheld from it. 
But we must have the certainty, as well for the outside 
world as for ourselves, that the Reichsbank note is re
deemable at all the offices. I am aware that this may 
involve inconveniences. It may really occur that more 
gold is demanded in Hamburg than the Reichsbank hap
pens to have in its vaults there. Very well; it can tele
graph to Berlin, and the gold is in Hamburg the following 
day. But if we wish to make the Reichsbank notes legal 
tender, they absolutely must be redeemable in gold 
until— which Heaven forbid— times so critical shall arise 
that the Reichsbank would have to be legally absolved 
from this obligation.

I wish also to express my opposition to the idea of the 
imperial order. In my opinion, a resort to this expedient
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would betray a certain weakness. If we reach the con
clusion that this measure ought to be adopted at the 
pending renewal of the Reichsbank act, then it should of 
course, in my judgment, go into effect at once.

As regards the imperial treasury notes, I think that 
it would be a good thing if, as soon as possible, they were 
reduced in quantity and, indeed, disappeared altogether. 
To provide a special cover for them I consider hardly 
practicable; they could just as well be called in. I am 
one of those who can not see under what plea the Empire 
contracts debts at all. I should not regard it as a mis
fortune if the imperial treasury notes were gradually 
to disappear, all the more if they are not legal tender. 
What connection the matter has with free trade, I was 
not quite able to understand. I think we may very well 
leave that out.

Freiherr von Gamp-Massaunen. After the gratifying 
exhibition of unanimity on the part of the first three 
speakers, I do not abandon the hope that we shall reach 
a perfect agreement on this very important subject. I 
would, therefore, beg the honored gentleman who has 
just spoken to relegate his somewhat local objections to 
the background, and to judge this question from the 
general standpoint, which is incomparably more impor
tant. No change will take place in the favorable condi
tions now enjoyed by Hamburg; and that Hamburg, under 
some circumstances, labors under a certain disadvantage 
because arbitrage is rendered somewhat difficult or trans
port expenses are incurred, may be regrettable from the 
Hamburg point of view; but we have got along with it for
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thirty-eight years, and the tremendous development that 
Hamburg has shown in spite of it may be regarded as 
demonstrating that she has been able to bear this slight 
burden without being harmed. I would, furthermore, 
call attention to the fact that the last speaker in his 
desires goes far beyond what exists in England. In 
England the notes are redeemable only in London and 
this is at any rate not really the appropriate occasion—  
though I can understand the last speaker’s wish— to insist 
positively, as he says, on doing away with this dis
parity. You may do away with it; I have nothing 
against it. But it is my opinion that this is not the ap
propriate occasion to exert pressure upon the decisions 
of the Reichsbank.

I am glad— I understood Herr Riesser to this effect—  
that his suggestion regarding the imperial order— [vari
ous exclamations]— if you yourself do not consider this 
method expedient, I shall not burden the discussion with 
this question. I was under the impression, however, that 
Herr Riesser held that it would be an expedient measure. 
If he is not of that opinion, I shall pass over the matter.

I do not share the views of those gentlemen who hold 
that the proposal to make the notes legal tender is not free 
from objection.

Both Herr Riesser and Herr Schinckel remarked that 
what was contemplated was really to establish a condition 
which is already accepted in actual business as existing. 
I can tell you that when I happened to discuss this ques
tion with some very well-informed men they were greatly 
astonished and said, “Why, is not such the case? Is paper
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money not yet legal tender?” Everybody thought that 
paper money was legal tender. If even the slightest 
doubts were to arise as to paper money being legal tender, 
Herr Schinckel could in twenty-four or forty-eight hours 
witness numerous instances of chicanery on the part of 
creditors. Now, Herr Schinckel has said that the pro
posed measure does not really change the matter much. 
Upon which some one properly called out to him, “ Well, 
then!” If there is practically little change, you can not 
make so much of the question. The Bank of France and 
the Bank of England treat notes as legal tender, and should 
Germany then lag behind? I am surprised, particularly 
in the case of gentlemen who set so much store by our 
standard, that they do not give energetic support to the 
Reichsbank on this question. For, gentlemen, there is, 
after all, nothing that can depreciate our bank notes in 
the eyes of the public as much as if we should say 
that we do not consider it right to invest our bank notes 
with the legal-tender quality, a thing that is done by the 
Bank of France and the Bank of England.

Gentlemen, the chairman has raised the whole discussion 
to the high level which belongs to it. We are dealing in 
fact with an important question, with a view to possible 
crises and runs. We saw a few months ago— it was in 
Konigsberg, I believe— what can happen in entirely 
peaceful times. All of a sudden doubts spring up as to 
the solvency of an institution, and in a few hours
30,000,000 or 40,000,000 are demanded back. [“ Savings 
banks!”] This may happen in the case of savings 
banks likewise. But just see, gentlemen, how altogether
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different it would be if the bank notes were legal tender 
instead of people having a right to demand gold. Where 
is the gold to come from in Konigsberg or any other 
place when a run has been started? Bank notes can be 
had or they can be sent in twelve hours or in the 
course of a night from Berlin to Konigsberg, but how 
are you going to do this with twenty or thirty millions 
of gold? It is evident, gentlemen, that just in times of 
peace and tranquillity an insufficiency of legal tender 
may bring about a state of uneasiness and lead to the 
most serious difficulties.

I am glad to see, gentlemen, that the position of both 
Herr Schinckel and Herr Riesser is somewhat different 
from that which they appeared to hold formerly. All 
that Herr Schinckel says is that he considers the present 
moment inexpedient, and I am convinced that our 
president and Geheimrat Wagner are right in declaring 
that we can not afford to let this opportunity go by 
[exclamations of “ Quite true”], and that if after getting 
through now with the bank bill we should a year or two 
later undertake to legislate in regard to that question, we 
might of course be easily led to make too much of the 
matter. [Exclamations of “ Quite true.”]

All parties in the Reichstag are represented here, and 
I believe we shall all be agreed in the Reichstag that the 
question should, as a matter of course, receive an affirma
tive answer. [Exclamations of “ Quite true.”] I think 
we might as well admit that it was a mistake in the 
first place that the bank notes were not declared legal 
tender, and now we intend to make this mistake good. 
[Laughter and exclamations of “ Quite true.”]
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I believe that if the matter is taken hold of in this way 
when the actual conditions appear naturally to call for 
such action, the question will from the start be deprived 
of that significance which it might have in the eyes of the 
outside world by reason of the prevailing ignorance 
respecting our legislation. [Exclamations of “ Very 
good.”] I therefore propose that the theories of Doctor 
Arendt be not discussed in this connection. [Interruption.] 
I do not believe that this view finds favor in the Reichs
tag, and I am convinced that too much importance has 
been attached to the matter.

It is, moreover, my opinion, gentlemen, that the imperial 
treasury notes should by all means be included, if for no 
other reason, out of respect for the Imperial Government. 
I can not help feeling that a sense of decency demands it. 
We can not possibly declare that the bank notes are legal 
tender and the imperial treasury notes are not. I do 
not by any means share the view, however, gentlemen, 
that these 120,000,000 of treasury notes are in any way 
an incubus to business or that they ought to be looked 
upon as anything prejudicial on the score of sound finan
cial policy. [Interruption.] This is not the trouble, how
ever. It is owing to the action of the Reichsbank, which 
was anxious to bring its small notes into circulation. It 
kept back the treasury notes in order to keep its small 
notes out. It is a mistake for the treasury notes to be 
reckoned part of the bank’s reserve. If this be remedied, 
and I can not see how we can do otherwise, the treasury 
notes will acquire and maintain the same place in our 
circulation which they formerly had.
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Our worthy colleague, Herr Wagner, mentioned an 

imaginary case, one that can, of course, occur, the case of 
an individual who being paid the sum of 120 marks 
and being obliged to take a 100-mark treasury note 
and the rest in small change, does not know what to 
do with the 100-mark treasury note. I believe you will 
say, gentlemen, that as a rule it happens very seldom 
that a person doesn’t know what to do with a 100-mark 
treasury note. [Laughter.] It happens much oftener 
that one doesn’t know what to do without a 100-mark 
treasury note. [Renewed laughter.] All one has to do 
is to go to the post-office and have it changed.

A voice. They are not bound to change it.
Freiherr von Gamp-Massaunen. I know that; but no 

postmaster is going to say: “ I am not obliged to change 
this 100-mark bill, and therefore I must decline to do so.” 
A complaint would immediately mend the matter. At 
any rate instructions might be given to postmasters in 
general that they are to change bank notes. Such regu
lations, however, should not be embodied in the legal 
enactments; they should be in the form of ordinary in
structions. There is such a thing already as instruc- 
tions issued to the imperial post-offices to the effect that 
they must be ready to accept in payment the coupons of 
imperial bonds, as well as the bonds of the individual 
States. This certainly goes still further. I trust, and I 
am convinced, that the central authorities are accommo
dating and intelligent enough to satisfy such business 
needs by means of proper instructions to the officials.

I beg to express the hope— great additional weight would 
thereby be imparted to our discussions— that Herr Schinckel 
will consent to dismiss his temporary scruples so that the
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commission of inquiry might reach a unanimous vote. This 
would in every way produce a most favorable effect and I 
am extremely anxious for such a result. [“ Bravo!”]

Mr. F i s c h e e . The considerations, gentlemen, that ought 
to settle this question have been so clearly set forth by 
the chairman in his introductory address that I think 
there is little more to say. His statements can not fail to 
have fully convinced even those who at the outset did not 
share the view that the imparting of the quality of legal 
tender was desirable. As for myself, I have been 
strengthened in my previous conviction.

The question as to whether bank notes ought to be 
invested with the quality of legal tender has long been a 
matter of controversy. I believe that on the occasion of 
the enactment of the original bank act it was discussed 
in a theoretical fashion by a number of persons. I 
remember that Bamberger, for one, was at the outset 
decidedly in favor of it, and it was only by reason of the 
ill-conceived views that were expressed on every side—  
they sounded at least like misconceptions to me— that he 
finally abandoned the pursuit of his idea. And, if I 
remember right, the question was pretty thoroughly 
discussed in France in the inquiry instituted about the 
middle of the sixties. As it was found impossible to 
come to any agreement, and as there was not sufficient 
experience upon which to base conclusions, the matter 
was dropped.

When the French Government, in August, 1870, decreed 
the legal-tender quality of the notes and at the same 
time their forced circulation, it was not the first time that 
recourse was had to such a measure. The same thing
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took place in 1848, but in 1850 forced circulation and the 
legal-tender quality of notes were both abolished. I 
believe that if the members of the commission of 1866 
had been a little more far-seeing, the outcome of their * 
discussions would have been that it was desirable to make 
the bank notes legal tender. I think, moreover, that if 
this had been done at the time, France might perhaps not 
have been obliged in 1870 to resort to forced currency. 
It seems to me that it would have sufficed to resort to 
the measure— which step was, as a matter of fact, taken 
at the time— of issuing notes of small denominations. I 
have come to this conclusion because during the whole 
continuance of the war with Germany, in spite of its 
disastrous issue, there was actually at no time a depre- 
ciation of the paper money worth mentioning. Indeed, 
whatever there was amounted to so little that it had a 
merely theoretical rather than a practical significance, so 
that one could hardly say that there was any. We can 
say this much at least, that if the French bank notes had 
all along possessed the quality of legal tender, the people 
would have kept on taking them and the resort to forced 
circulation might have been put off. As an illustration 
of the beneficial results that are likely to ensue if the 
public is used to paper currency that is a legal tender, I 
may cite a very important case, belonging to the most 
recent history, one that is presented by a country—  
Russia— in which the gold standard was still something 
new and which at the most critical period was not com
pelled to resort to forced currency, although it was under 
the disadvantage of not possessing such a well-organized
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system of credit and such financial relations with foreign 
countries as would have enabled it to avail itself more 
largely of external resources. This emergency did not 
arise, as I recollect, even when it was found impracticable 
for a considerable time to undertake any financial opera
tions in the way of trying to secure means abroad. And 
I recollect that this was the case even when the most 
serious domestic troubles had set in and the outside world 
was beginning to lose faith in the financial stability of the 
Empire and when this lack of confidence was evinced in 
such a decided manner in the country itself that domestic 
capital to the amount of 500,000,000 rubles is stated to 
have gone aoroad, a figure which, I believe, is based on 
good authority.

In view of all this, I regard this legal-tender question 
as very important for us, because, in the event of future 
crises, if we have enacted the legal-tender provision now, 
the question of forced currency may not have to come up 
at all. Forced currency, with a premium on gold, is 
always essentially the result of flooding the country with 
paper money, and the question of a resort to it presents 
itself when it is necessary to raise sums of money by means 
of the issue of paper currency which it would be impossible 
to raise through any other kind of credit operations. That 
Germany would be compelled to have recourse to such a 
step in case of a serious crisis I consider extremely doubt
ful. At all events, it ought not to be regarded as some
thing that is inevitable. I consider it, on the contrary, 
likely that the vast amount of capital in Germany, 
together with the large reserves at our command in the

734

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B a n k  I n q u i r y  o f  1 9 0 8

form of foreign securities, will enable us to procure the 
needed credit and money in a way that will not necessa
rily have to consist in the issue of irredeemable paper 
money.

But apart from this aspect, I must say that I regard the 
present situation as a deplorable one. [Exclamations of 
“ Quite true.”] If we continue to make use of our bank 
notes in our everyday payments without the existence of 
any legal basis for our action, there is some danger 
involved [exclamations of “ Quite true ” ], and I am willing 
to go so far as to affirm that this danger was unquestion
ably present at the close of the last year— not that there 
was any danger for the Reichsbank, but there was for the 
individual debtor. I have to remind you that in this very 
hall one of the experts, a banker, related in cold blood, as 
though it were a matter of course, that when one of his 
customers came to cash a check and said he wanted the 
money in gold, his answer was: “ I can get you the gold, 
but you know there will be a charge.” It is rather 
remarkable that such deviations from the strict observ
ance of obligations provoked little comment either at 
home or abroad. The outside world was at that moment 
engaged in heaping such a mass of unwarranted criticism 
upon us that it forgot what just criticism is. But how 
does the matter stand to-day?

The structure of our credit system is constantly growing 
and we are intent on developing the system of payment 
by check on as large a scale as possible. And what is the 
result? That you go on converting more and more of the 
money that is required in actual business into credit bal-
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ances. The further you proceed on this course, the more 
the situation becomes one in which debts increase and in 
which a bank that has a large number of depositors whose 
balances are subject to check has a constantly increasing 
number of creditors and an ever-growing total of balances 
for which it is liable. And what has it got on the other 
side? It has demands upon a great number of other 
people, but the sums involved have, after all, first to 
come in if the bank is to keep on meeting its obligations. 
Is it desirable then that our great and constantly growing 
credit organizations should in a measure stand between as 
guarantors of the redeemability of the bank notes? For 
they are compelled to pay in gold quite independently of 
whether their debtors, who have the same obligation, are 
ready to do likewise. The latter would be rather aston
ished if, when one of their notes became due, they were to 
run up against such an announcement as “ I do not con
sider this note paid, because it has been paid in bank notes. ’ ’ 
Every single creditor has unquestionably at present the 
legal right to refuse bank notes as an instrument of pay
ment. Is it for the public good if the law of custom does 
not coincide with actual law?

There is another thing that I will ask you to consider. 
The relation existing between creditor and debtor is 
something very peculiar; it is not determined altogether 
by positive principles of law. This very flaw in our legal 
system, which consists in the fact that our business usages 
are not in accord with the actual law, in my opinion hurts 
the small manufacturer or business man more than the 
big one, for every owner of a workshop, whenever a cus
tomer happens to settle a bill, is but too glad to get his
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money. If he were to say, “ I can not accept this bank 
note, as it is not legal tender, and I do not take anything 
but gold,” the answer he would get would be, ‘‘ Very well; 
you can wait.” Then his creditor comes to him and pre
sents a promissory note for payment. Of course, the big 
creditor has no occasion to look out for anything else than 
his own absolute rights under the law. He has no par
ticular reason for trying to keep on the right side of his 
customer. You will say this is all theory, that we have 
fared very well till now with our custom of taking bank 
notes, and that it will go on in the same way in future. I 
am willing to admit this. I am quite ready to believe 
that we shall continue to get along as before. But I 
think it is a mistake, when there is a gap somewhere, to 
leave it open, and to close the hole after the child has 
tumbled into the well, for if one fine day we should 
suddenly find ourselves in the midst of a grave eco
nomic crisis you may rest assured, if the crisis is one 
that particularly affects our own country, inducing a col
lapse of credit and a financial panic, that it will run the 
same course that every crisis has run that is known to 
have occurred in a country especially developed on the 
industrial side. We may take lessons in this matter from 
the experience of England.

How does the effect of such a state of crisis principally 
manifest itself? In a general lack of confidence. But 
this lack of confidence is manifested not only with respect 
to one’s neighbor, but more with respect to oneself. 
Everyone who has obligations asks himself with dread, 
"Shall I be able to meet my obligations, so that I may 
remain an honest man?” This concerns him much more

84713— 10------47 737

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



deeply than the question of making or losing money. 
His first concern is his good name and his credit. What 
happens then is pretty much the same with every crisis. 
Everybody hoards up money, circulating medium of one 
kind or another, not only for his immediate needs, but also 
in order to be able to meet his future liabilities. Hence 
arises the necessity of having for a time an amount of 
currency far in excess of what is required in the ordinary 
course of trade and by the actual volume of business 
transactions.

This is why we have so often observed that as soon as 
there was a sufficient amount of money in circulation con
fidence was restored and the crisis was over. But a circu
lating medium in the sense of currency with which a per
son can under all circumstances meet his obligations 
without having to reckon, so to say, on the acquiescence 
of the creditor in the mode of payment does not at the 
present time exist in Germany outside of the gold coins. 
Is it not likely, if we had a serious crisis to-day, that the 
most prudently managed banks, perhaps the great banks 
themselves, which possibly would be willing to run some 
risk for the sake of the public good, would instruct their 
cashiers to this effect: “ You must do your best, above all, 
to get hold of gold, for there are, and there will be, people 
coming to the bank who absolutely insist on getting gold 
and nothing else, and we dare not refuse them ” ? Should 
we not see numbers of prudent people trying to get gold 
at the bank? What would happen? Just at the time 
when it is most important and imperative that the bank 
should be strong, when it is beset with extraordinary
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demands for credit, its ability to discount bills and promis
sory notes and to make loans on collateral is diminished, 
for with every 20-mark piece that it has in its vaults a 
much larger amount of bank notes must be kept back. I 
believe that if an economic crisis is really due to fear, a 
bank has it largely in its power to dispel this fear by dis
counting in the most liberal manner and thereby rapidly 
bringing so much money into circulation that the uneasi
ness and apprehension are bound to disappear. Such a 
rapid and great increase in the amount of money in circu
lation can take place only through an increased issue of 
bank notes, and on this account the notes ought to be 
raised to the level of unquestioned legal instruments of 
payment. Whosoever has present or future liabilities to 
meet will not need, even at a time of general uneasiness, 
to have anything beyond bank notes, provided they are 
legal tender; but only in that case.

This is clearly evinced by the experience which the Eng
lish have had in their financial crises whenever the bank 
act has been suspended. As soon as the Bank of England 
was empowered to issue notes at its pleasure the crisis was 
over. I consider this matter of such importance that I 
believe it would be simply deplorable if we were to miss 
this opportunity, which I regard as a most opportune one, 
of establishing a normal status. I admit that we may be 
exposing ourselves to the criticism of the outside world. I 
feel confident, however, that the Bundesrat, in introducing 
the necessary bill, will set forth the reasons in such a way 
as to take away the edge in advance from any criticism 
that the measure might evoke. Criticism based on mis-
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understanding or malice need not trouble us. We should, 
after all, not be acting differently from other countries. 
The English and French bank notes are legal tender.

In regard to this question we see a curious change in 
the attitude of France. It is evident from the decree of 
1850 that the idea at that time was that forced circula
tion implied the legal-tender quality, but that without a 
forced currency the legal-tender quality might as well not 
abide in the bank notes. From the position taken in 1878 
we see, however, what a change had taken place in the 
notions with respect to this matter, for we find that forced 
circulation was abolished, while nothing of the sort was 
done with the legal-tender quality. We are also aware 
that in England the legal-tender quality was introduced 
in 1833 without forced circulation, as Geheimrat Wagner 
has very properly pointed out. The legal-tender quality 
of bank notes redeemable at pleasure in gold is some
thing very different from forced circulation.

I should like to say a word still with reference to the 
suggestion of Geheimrat Riesser. I do not see any use of 
a provision in the bank laws to the effect that the bank 
notes shall be invested only later on with the quality of 
legal tender by a decree of the Emperor, my opinion 
being based on grounds which, I believe, have not been 
dwelt upon hitherto. We all know that a bank note 
nowadays is accepted by everyone; and that by virtue of 
custom, if not by legislative enactment, it is considered 
a legal tender in business. I think it would be a mis
chievous thing for us to create an intermediate stage by 
making a definite statement to everybody in the declara
tion setting forth the purposes of the bill that these notes
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in reality need not be accepted and then not making 
them a legal tender until later on. This would create 
confusion among the public and habituate people to the 
consciousness of the possession of a certain privilege, 
which, as a matter of fact, they do not exercise. It is 
only the more likely, then, that there would be a sense of 
coercion when the new principle was afterwards formally 
adopted. I am consequently of opinion that this thing 
should be introduced in the new bank laws as a definitive 
measure.

As far as the imperial treasury notes are concerned, I 
must confess that I do not care for them any more than 
many of the speakers who have preceded me. But if we 
sought to get rid of them now, but were at the same time 
compelled by the issue of a loan to exert a pressure upon 
the loan market, I am not prepared to say which of the 
two evils would be the greater. I should still be in 
favor, however, of making only the bank notes and not 
the treasury notes a legal tender. For while, in making 
the bank notes a legal tender, we can clearly and dis
tinctly declare our purpose to be to place our monetary 
standard on the same basis as that on which the abso
lutely unassailed British standard rests, copying the 
English law of 1833 word for word, wTe can not make use 
of a like claim in behalf of the treasury notes. In the 
case of the bank notes we can declare that they are a 
legal tender as long as they are redeemed in gold by the 
Reichsbank, but that this quality does not reside in 
them in the case of money that is paid out over the 
counters of the Reichsbank, stating this in precisely the 
same way as the law of 1833 decrees in regard to the

>
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Bank of England. For the redemption of the bank 
notes there is in the Reichsbank a legally prescribed 
metallic reserve, while with the treasury notes this is 
not the case. What we should have would be something 
between bank notes that are a legal tender and simple 
paper currency. I should be in favor of having the 
treasury notes retain the status which they have at 
present. They possess theoretically an inferior intrinsic 
value, being similar in this respect to our fractional 
metallic currency. I do not exactly mean to say by this 
that we ought to limit the amount that has to be accepted 
to 20 marks. The mere fact, however, that these 
treasury notes are issued in denominations of 5 and 10 
marks implies that there is indeed no necessity for every
body to take a 5-mark treasury note in place of 5 marks 
in silver or a 10-mark treasury note in place of 10 marks 
in silver. I do not believe in putting these notes in a 
preferred position in this respect. The status of the 
treasury notes rests on their exchangeability, their re- 
deemability, and I believe that this ought to be sufficient 
to keep them in circulation. Were we, simultaneously 
with the enactment of the bank law, to invest the 
treasury notes, representing in reality an uncovered debt 
of the Imperial Government, with the quality of legal 
tender, we should create a false impression that it was 
our purpose to invest every kind of paper currency with 
a capacity which it has hitherto not possessed. I am 
not disposed to be too much afraid of foreign criticism, 
but we ought to avoid offering legitimate grounds for 
criticism.

I will ask now to be allowed to say a few words in 
advocacy of another measure. We are about to put into
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circulation a quantity of 20-mark Reichsbank notes. 
Now, the law provides that subsidiary coin up to 20 marks 
has to be accepted in payment, so that the Reichsbank 
has the right to redeem a 20-mark note in subsidiary 
coin. The subsidiary coin can, of course, be presented at 
the exchange counter and exchanged again for gold. The 
mere circumstance, however, of a double exchange 
renders the 20-mark note less desirable. I do not wish 
it to appear that in the proposition which I am about 
to make I am influenced by the phantom of the theo
ries of Doctor Arendt. I believe, however, that we ought 
from a tactical standpoint to do our best to make it 
clear in the eyes of the outside world, as well as of our 
own public, at the moment when the new bank act is 
promulgated, that the maintenance of the gold standard 
will be absolutely assured. I therefore urge the adoption 
of a provision to the effect that, while everyone has the 
legal right to make payment in subsidiary coin up to 20 
marks, this is not to apply to the Reichsbank in the 
redemption of its 20-mark notes, it being expressly de
clared that 20-mark notes are to be redeemed in gold, 
just as in England the smallest bank note is redeemable 
in gold.

I think it would be desirable, gentlemen— I regret to 
be obliged to come back to the subject of this morning’s 
debate, which was declared closed— that the Reichsbank 
should at the time when we introduce the new regulations 
have a large stock of foreign bills so that we may be 
enabled to prevent an excessive rate of exchange. Then 
let the world indulge in a really unwarranted mistrust 
and let it forego for a while our good German bills and

7 4 3

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



N  a t  i o n a l M  o n e t  a r y  C o m m i s s i o n

interest, and then we might possibly pay it back a couple 
of hundred millions, in which case it would be well if this 
could be done without any rise in the rate of exchange. 
Such protection would suppress all false interpretation 
more effectually than the most spun out theoretical 
exposition. When we have made bank notes a legal 
tender, gentlemen, then let us give them as stable a 
value as possible and let us do everything to prevent in 
future, even for a brief period, the occurrence of an inor
dinately high rate of exchange, which creates the impres
sion that in this country the rate of exchange can deviate 
further from the par of gold and that the upper limit is 
farther away than in England. I should consider it a 
fine thing if we could say good-by to the present status of 
our bank notes and say good-by for good to a London 
exchange of 20.60.

Mr. R oland-L ucke. I will ask for your attention, gen
tlemen, for a moment, as I think it would be of advan
tage to make you acquainted before the close of to-day’s 

session with a viewpoint which has not been brought 
forward till now.

It may be shown most convincingly that our financial 
preparedness for meeting crises is enhanced by the existing 
legal regulations and just as convincingly, on the other 
hand, that it is weakened by these very legal arrange
ments. However paradoxical this may appear, I am 
just going to' take the liberty of laying the matter before 
the members with the request that they consider it most 
carefully— I frankly confess that I have not yet come to 
any positive conclusion myself— and I am glad that the 
adjournment is going to afford us at this point an oppor
tunity of giving further consideration to this question
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Not a few of us probably have adopted the principle that 
when a decision has to be made regarding some important 
business, if, without prejudicing the matter in hand, the 
decisive “ yes” or “ no” can wait till the morrow, it is 
just as well to leave the decision to the morrow.

But let us get to the subject. What the gentlemen 
have stated is perfectly correct. But what I am going 
to say now is, I believe, not altogether wrong either. 
Let us just consider this fact, that nobody nowadays 
thinks of saying that he is not bound to accept bank notes. 
We experienced something approaching a panic last year, 
and yet there was not a single case, as far as we are aware, 
of anyone saying, in spite of this circumstance: “ No, sir; 
I will not have any bank notes; you just pay me in gold, 
Mr. Debtor.” What would take place under existing 
circumstances, and, let us say, in the course of the next 
year or two if the whole thing were to be ventilated in the 
columns of the press? I know what; there would be a 
general feeling of astonishment and expressions like these: 
“ Is it actually conceivable that this could have been the 
case in Germany?” “ It is perfectly right that this is 
being done.” “ But a tremendously increased burden is 
going to be put on the Reichsbank in order to provide 
for possible contingencies, and you had better look out, 
you money lender, when you take a mortgage or make any 
other kind of a loan, that you insert in the contract repay
ment in gold.” I am not afraid as regards the mortgages, 
for in the case of mortgages notice has to be given and a 
demand for payment can not suddenly be sprung upon 
one. What I have more particularly in mind is our cred 
itors here in Germany, and the presentation of demands
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for payment in the case of obligations to pay in gold that 
will be entered into in future, perhaps in a light-hearted 
way. What would be the result? Suppose that next 
year, while the impression created by the law in question 
was still fresh, a very nervous condition should supervene 
which would lead a section of the people to imagine that 
a crisis was impending. What would happen then? 
Of course, a large portion of all those who have anything 
in the way of liquid credit balances will try to provide 
themselves with gold reserves in order to be prepared 
for any contingency. Now, I fear that such a needless 
run on the Reichsbank, due to a vague sense of insecurity, 
and the withdrawal of the gold from its vaults, would 
greatly weaken the institution and we should be in the 
situation where a great part of the people hoard their gold 
and refuse for the time being to part with it.

Guided by these considerations, I believe I have a right 
to ask you to ponder the question carefully as to whether, 
taking into account all the aspects of the case, it may not 
be possible that, instead of placing ourselves in a better 
financial situation for meeting an economic crisis or the 
contingency of war, we might be producing just the con
trary result.

Doctor R i e s s e r  (personal explanation). Just a word 
in reply to Herr Fischel. I stated emphatically that the 
proposition to have the notes declared legal tender by 
imperial decree is offered for discussion only in the same 
sense in which Herr Roland-Liicke’s proposition was sub
mitted, and I added expressly that I was not offering a 
resolution. In order to cut down the discussion to-mor
row, I wish to say that my personal needs in this regard 
are satisfied. [Laughter.]

(Close of session 4.39 p. m.)
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F riday, October 16, 1908— 12 o'clock noon.

Chairman, Wirklicher Geheimer Rat Havenstein, presi
dent of the Reichsbank directorium, Gentlemen, the next 
name on our list is that of Oberbergrat Doctor Wachler. 
I let him have the floor.

Doctor WacheER. Those who believe with me that there 
ought to be as much gold as possible in circulation, in order 
that the legally constituted gold standard may be effective 
in the actual operations of business, will yet admit that 
under certain circumstances the circulation may be over
charged with this very expensive medium of exchange 
and will be ready to give an affirmative answer to the 
question that has been submitted to us as to whether it 
would be expedient to make it possible for the Reichs
bank to draw upon the supply of gold that is in circu
lation in the country. There must necessarily be at 
all times a large volume of credit money in circulation 
alongside of gold coin, and in the case of credit money, 
as Geheimrat Wagner has very soundly put it, the only 
question is as to whether there is any assurance that it can 
at any moment be converted into gold. I have an impres
sion that the outcome of the hearings of the experts is 
altogether favorable with respect to the question as to 
whether a means should be afforded of strengthening the 
gold supply of the Reichsbank by instituting the legal- 
tender quality of the bank notes. It was pointed out by 
Geheimrat Riesser yesterday that this question is not
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altogether such a simple one. It is not easy to perceive 
how the Reichsbank is going to get gold through the cir
cumstance that a situation which practically exists already 
is to be formally declared such by legal enactment. Under 
the existing conditions everyone feels in reality that the 
state of the law is virtually such as to render a bank note 
a legal tender. If under these circumstances the amount 
of gold that finds its way into the Reichsbank is no larger, 
one is naturally tempted to ask in what way this is going 
to be changed if we insert an express provision in the law 
giving effect to what practically obtains already. It 
therefore appears to me natural that the majority of the 
experts should have been of opinion that the question 
submitted to them was one of no special importance, 
which might as well be shelved and the reply to which was 
of little concern. This would in reality be a comparatively 
favorable interpretation of the attitude of the experts 
toward this question. But all of a sudden in the midst of 
the hearings of the experts comes a gentleman with a 
theory which would put this legal-tender quality in an 
entirely different light and makes the desire to have bank 
notes made a legal tender appear in reality as a desire to 
do away with the gold standard. Then, those again who 
consider it dangerous to tamper in any way with the gold 
standard say: “ We are not going to do this under any 
circumstances.” Anyone who has listened to the utter
ances of the experts or who has read them without noticing 
these things which I have just mentioned will have to say 
that there is no one in reality in favor of making bank 
notes a legal tender, at least no necessity for it has been 
recognized.
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