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our bothering ourselves any longer with economic policy. 
But what I can not excuse in Professor Wagner, is the 
lack of logical consistency manifested in the speeches 
that he has delivered, and in the doctrines which he 
has been promulgating. I have myself listened to a 
very inspiring address by Professor Wagner, telling us 
on what scale we ought to increase the German fleet. 
And to-day? With what means is it to be increased, and 
for what purpose, if we are to restrict our production, if 
we are to retrograde, and if our international economic 
relations, which would be the first to suffer, were given a 
backward turn? We should then not need a fleet on such 
a large scale, we should not have to shoulder the burden 
of such a heavy expense. And who is to pay for the 
fleet? Professor Wagner’s ideal is that the banks should 
pay a dividend of only 5 per cent and that the shares 
should drop to 100. Indeed! The joint-stock com
panies at present—I regret this sort of emergency legis
lation that has been enacted in Prussia—are subjected to 
awful taxes. If you consult the statistics, you will see 
what a percentage the great industries and the big 
banks contribute to the burden of taxation in Germany. 
And the same Professor Wagner is telling us now: “ No, 
back, back! Production has got to be diminished, the 
population must be diminished.” This goes beyond my 
comprehension, and I shall content myself with saying 
that my position with respect to governmental action 
for social welfare is an altogether different one, that in 
regard to this and other points, I subscribe absolutely to 
what Count Kanitz said to-day, to the effect that the 
social-legislation that we are introducing at such a rapid
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rate is positively felt as a heavy burden, and that I 
consider this sort of university-bred socialism that we 
have had to listen to here much more dangerous in its 
effect upon the young generation than the real social- 
democratic theories. These are transparent and radical, 
while the socialism that is taught at the universities, 
with its lack of logical consistency, is in my opinion 
extremely dangerous to our national economy.

To return now to practical suggestions, I should like to 
ask what Professor Wagner is thinking of, when he says, for 
example, that the Deutsche Bank shall keep in its treas
ury a sum equal to io per cent of the outside moneys, 
that is to say, a hundred millions or more, as so much 
economically dead bank-reserve, in order that it may 
pay smaller dividends. That is more than I can under
stand.

As regards my own opinion, I must say that in spite 
of all the weaknesses, which are rather of a technical 
than an intentional nature, that may have manifested 
themselves in the activities of the great banks, so-called, 
and the small banks, I have absolutely no doubt as to the 
soundness of the banks or the safety of the funds depos
ited with them. This applies also to the lesser banking 
institutions. It is just here that the feeling of solidarity, 
as Herr Stroll rightly observed, comes into play—the 
obligation, in so far as the trouble is of such a nature 
that it can be remedied, to offer assistance. I therefore 
see no occasion either for enacting legislation in this 
connection.

I do not care to enter into a regular discussion regard
ing the Genossenschaften. I am convinced that the
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gentlemen who are closely connected with them and 
who have talked to us about them in a reassuring manner 
are better posted in regard to them than anyone of 
us here. I consider the system of cooperative credit 
associations, as it has been developed, as an extremely 
important feature of our national economy. I am not 
of opinion that it is altogether the correct thing to have 
subsidized national Preussenkassen. Nevertheless such a 
central institution, which is ready to assist the individual 
associations, is an absolute necessity and it fulfills its 
purpose quite in the same measure as the “ great banks” 
do in their sphere. I shall return to the subject later 
on. I can likewise see no reason, considering the large 
reserves which the associations have created for them
selves, to have recourse to fresh legislation, although, I 
must admit, in the case of the associations the matter 
of the fluidity of their resources leaves more to be de
sired than in the case of the banks, which would cer
tainly act wisely in improving the quality of their resources 
in this respect on every occasion.

As regards the savings institutions, the conditions to 
be found in them in Germany are extremely diverse. 
Reliance has been placed on the fact that the communes 
and, if I am not mistaken, the states themselves are behind 
the savings institutions. This is, however, not everywhere 
the case. In Hamburg we have institutions of a purely 
private character, savings banks which are managed by 
officers who receive no salary, but which are managed 
excellently. I must say that I find nothing in the least 
dangerous in the fact that they invest a considerable part 
of the savings in absolutely safe mortgages. This is,

24 1

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
indeed, not a particularly liquid form, but it is an extremely 
safe form; it is a correct form, economically speaking, and 
it is a form that enables them at all times to obtain from 
the many credit institutions that are at hand the money 
that they may need, even in case of a run upon them. 
We have had a number of cases. I need only mention 
the one at Hanover, where in the space of two days 
millions were sent to a savings bank by banks that had 
friendly relations with it, because we were convinced that 
it was absolutely sound. Considering therefore the great 
resources that are nowadays at the disposal of the big 
banks—it is their duty, of course, to assist at any time a 
solid savings institution—I can not see that there is any 
great danger. We shall, however, later on in connection 
with some other point, have to subject the matter of the 
savings institutions to a somewhat closer scrutiny. Some 
abuses have crept in, inasmuch as there are institutions 
that call themselves savings banks, but which have in 
reality no business to operate as such. In the province 
of Holstein, in particular, things have been pretty bad in 
this respect. These savings institutions have even gone 
into the credit business, which I consider extremely dan
gerous and crooked. On the other hand, I must say that 
the Hamburg savings banks derive an important guaranty 
of safety from the fact that a certain part of their savings 
is at all times invested in prime bills. For this purpose 
just those bills are considered especially available in Ham
burg which the Reichsbank, for certain reasons, is not 
anxious to take, the so-called “ financial bills,” bearing 
two indorsements of bankers. Such bills have done good 
service for the savings banks, and I think it worth while
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adverting to the fact that institutions of this kind could 
make use of them with advantage.

If, therefore, I have come to the conclusion that neither 
with respect to security nor to fluidity, abuses of such 
a nature exist as to call for a resort to legislation, I should 
nevertheless like to express on this occasion that after all 
we have been hearing and reading here, I consider it a 
matter of course that in case it should still be found neces
sary to have recourse to legislation of one kind or another, 
this legislation shall not be permitted to stop short at the 
“ great banks,” the special objects of the public’s dislike, 
but shall be applied, as particularly needed in their case, to 
a certain class of small banks and, above all, to the entire 
body of bankers who carry on regular banking business, and 
likewise to the Genossenschaften. I will not spare the 
feelings of the gentlemen who have spoken for these asso
ciations and have expressed themselves collectively and 
individually in a vigorous way against the enactment of 
laws. Perhaps, in addition, the savings institutions may 
be included. We have not yet reached that point in 
Germany where the principle of equality before the law 
may be violated, where it is possible to enact legislation 
simply because of a certain feeling of dissatisfaction with 
the great banks, and where we are willing to permit such 
legislation to remain inoperative in cases in which it 
should in reality be applied. You have already gathered, 
gentlemen, from what I have said, that I am not quite so 
blind as not to recognize the fact that strained conditions 
manifest themselves every now and then in the field of 
banking, in the system of Genossenschaften, and like
wise in the domain of the savings institutions, which it
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should be our duty to remove or alleviate. But I am firmly 
convinced that, while I should regard every legal pro
vision ineffectual, the object aimed at can be much more 
readily attained in another way. If one were to try tp 
imagine only for a moment how such a law would work 
in practice, one would soon reach the conviction that 
even with any other kind of legislation we should not 
have anything so very different or unlike what Freiherr 
von Wangenheim has proposed. Suppose that banks, co
operative credit associations, etc., were allowed to accept 
outside money only up to a certain proportion—it does 
not matter what ratio—of their capital. Well, gentle
men, how is a bank doing a general business going to 
manage ?

Mr. Mom m sen . Quite right.

Mr. S c h in c k e e . My opinion is that a well-managed 
bank ought never to be one that is in quest of credit, not 
even one that takes credit, as it is termed in the paper 
submitted to us (I consider the expression a false one). 
Of course, when I am accepting trust I am accepting 
credit, but I should never be a seeker after credit. I 
must leave the initiative to him who is bringing or send
ing me his money. In what way am I to prevent myself 
from going beyond a maximum? Suppose all of a sud
den, when I have not come anywhere near the limit, 
some foreign government with which I have the pleas
antest business relations dumps a couple of millions upon 
me. I write forsooth, “ I am extremely sorry, but we 
are full; we shall hold the money at your disposition.” 
This is absolutely unthinkable. It will be the same 
thing with acceptances, another part of the liability
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side if there is a provision which prescribes: “ You are 
not allowed, under any circumstances, to let the aggregate 
of your acceptances go beyond a sum bearing such and 
such a ratio to your capital.” How do you expect me to 
go on with my business? I allow credits; I must allow 
some; they are needed—rembours credits, draft credits, 
the world must have them. I must reckon on the fact 
that at most 50 per cent, or even less, of these credits will 
be made use of on an average. All of a sudden condi
tions change—a big rise in the prices of commodities, or I 
do not know what, or perhaps something like a crisis, in 
which case my acceptance is eagerly sought. Everybody 
begins, on the strength of the same credits, without my 
having in the least increased them, instead of going to 
other banks or bankers, whose acceptance is no longer 
accounted so good, suddenly to draw on my bank. What 
am I to do? The credit I have granted, and on an occa
sion like this I can, in less than no time, run up the total 
of my acceptances from 34 to 60 millions. Thus a bank 
which does regular banking business, no matter how well 
it is managed, can never make sure of maintaining cer
tain limits, beyond which it is under no circumstances to 
pass, unless it is willing to turn everything topsy-turvy.

As no one seemed to be pointing out any great dangers 
or abuses, I set about myself to see if I could discover any, 
our chairman having dropped a hint to the effect that we 
ought to take to heart the lessons that the last crisis had ren
dered so effective. As a bank director, I naturally put the 
question to myself: How did the banks withstand the last 
crisis ? I should like to illustrate this by means of a brief 
practical example, derived from my personal experience.
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In the autumn of 1907, when a stringency made itself 
felt in the money market and people, as much so, of 
course, in Hamburg as everywhere else, opened their eyes 
more than usual, we discovered a private banking house 
(which has already been mentioned), Haller, Sohle&Co., 
which, as they express it in England, had become a “ dark 
horse;” that is to say, no one could tell in what condition 
it was and whether it was right that so many acceptances 
of Haller, Sohle & Co., which were generally considered 
especially good in Hamburg, should be in circulation. It 
is a very serious matter for the responsible manager of a 
bank to attack an old house. Nevertheless, wre considered 
it our duty and we demanded of the firm: “ Let us look 
into your books, otherwise we can no longer take your 
acceptances.” The banking house submitted its books to 
us, and we found that it was insolvent. Of course, we 
refused to throw good money after bad money. We had 
to prick this boil, full of matter, and gave a great danger 
signal, which was the beginning of Hamburg’s part in the 
financial crisis. At the same time, however, we did not 
neglect, in order to quiet the fears of the public, to an
nounce that anyone who wanted to get money on the 
strength of good securities or of his good credit would be 
able to get it from us, the banks, at any time and up to 
any amount. We said to ourselves: “ Even if we should 
lose money on this occasion, if we were to lose hundreds 
of thousands of marks, or even a million, it would still 
be better than to see mistrust spreading and the whole 
city of Hamburg, already discredited, going to rack and 
ruin. ” We did more than that. We investigated the affairs 
of smaller banks which were not in a particularly good
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condition and helped them to tide over the crisis. This 
is the relation of solidarity as I understand it, but it is 
solidarity with open, and not with closed, eyes. We in
vestigated the conditions and when we found that a house 
was not insolvent, but only tied up, we at once announced 
that we should take its acceptances as before and thus we 
put it into a better condition without letting others notice 
to any extent what was going on. As might have been 
expected, extraordinary demands were made upon us at 
the time, especially upon my bank, whose resources were 
taxed in a measure not at all to my liking. Of course, 
had there been any legal restrictions, I should have been 
obliged at once to overstep any given limit with respect to 
acceptances or anything else, and in case I had not done 
so, I should have caused great mischief in the world of 
business. The main thing is, that in this wray we escaped 
the necessity of having recourse to the Reichsbank to such 
an extent as would have been the case had there been no 
such thing as these banks to go to first, and what did the 
most good was our action in declaring that we should be 
prepared to stand a great loss to save the situation. 
This is something that the Reichsbank would not have 
been able to say, at any rate it would not have been able 
to go so far. Just as the Preussenkasse is a very convenient 
buffer between the Genossenschaften and the Reichsbank, 
and just as the Genossenschaften can have recourse to the 
Reichsbank, if the necessity should arise, only after their 
affairs have first been sifted by the central bank of the 
associations, which clears the credits and debits of the in
dividual associations, so it is with the relations of the great 
banks, so called, to the Reichsbank. In critical times the
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great banks, in large measure, bear the brunt of the ex
ceptional demands, keeping them from going direct to the 
Reichsbank. I assure you that on that occasion after we 
had announced that anybody could get money, such a 
quantity of deposits came pouring into our bank that our 
resources kept steadily increasing. We were not at all 
anxious to get them at the prevailing rate of interest, but, 
of course, we could not refuse them. This made it easier 
for us, in spite of the tension under which we were laboring, 
not to be obliged to have recourse to the Reichsbank in 
any considerable measure. Of course, we sent our securi
ties to the Reichsbank and we had the pleasure of seeing 
our credit balance mount up very high on the thirty-first 
of December, a balance of which we have not had to avail 
ourselves. It may truly be said that the great banks did 
not, at the time, press the Reichsbank too hard, and I 
trust the Reichsbank will confirm my statement. It goes 
without saying that they could not avoid it altogether, for 
when everybody is in need of money the ultimate reservoir 
is the Reichsbank. It is our duty, however, to reduce the 
pressure upon the Reichsbank as far as possible. It is 
certainly, therefore, an altogether legitimate wish on the 
part of the Reichsbank that the private banks should 
keep their resources liquid, or mobile (more liquid perhaps 
than has hitherto been the case), as far as they are able and 
to the extent that it is in their power. There are times 
when the economic needs are more potent. I wish Profes
sor Wagner could once, only for one year, have occupied the 
responsible post which I have held now for nearly forty 
years, and just for one year feel what it is to be out in the 
open air, scenting the currents as they go by, instead of
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standing under the lee of his professorial chair. I am 
convinced that he would get entirely different views. 
It is a mistaken notion to imagine that the president of a 
bank, who applies himself earnestly to his duties, has it 
altogether within his means to determine the limit to 
which his bank can or ought to assume obligations. Who 
can tell what conditions may suddenly present themselves ? 
Often it is our own Government that imposes the duty 
upon us, under all circumstances, to cultivate good rela
tions with Brazil, East Asia, Chile, or Argentina, in as much 
as these are countries that still constitute a neutral ground 
and which, unless we look out, will be wrested from us 
without ceremony by the English and Americans. It is 
quite impossible to work within closely defined bounds 
and guiding lines.

Gentlemen, although I am opposed to legislative meas
ures, I believe, nevertheless, that there is an unwrit
ten law that might be set up more than it has hitherto 
been, and in this matter the gentlemen of science could 
render us a very great service. I very often feel the 
absence of ten commandments, more or less, for the bank 
president—quite precise guiding lines and signs—by which 
one could recognize what is good and what is bad in bank
ing. I am continually reading altogether too much 
about theories, like those with which Professor Wagner 
and even President Heiligenstadt have been making us 
acquainted. I wish that science would base its con
clusions more upon practice, as, indeed, it is already 
endeavoring to do, and that it would inculcate certain 
maxims and principles in those who are to be our succes
sors in the banks, propounding them from the universities
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and the professorial chairs. A principle, for example, 
which can not be sufficiently preached to the whole people 
is this, that the higher the rate of interest which an 
investment of money carries with it, the less safe is the 
investment—this is a well-settled law, resulting from our 
economic conditions—until at last the rate of interest 
reaches such a height that he who is bent on realizing 
it may safely assume that he is going to lose all his capital. 
People come and say: “ We must have 5 per cent, else 
we can not exist; recommend us some stocks or bonds 
that pay 5 per cent.” Yes; just because they pay 5 
per cent they are so much the less safe than Prussian 
consols. So it is with deposits. The higher the rate of 
interest that is offered you for your deposits, the less safe 
is your capital. It makes no difference how things look 
on their surface, how large the bank, how large its capital 
is. Any bank which allows an illegitimately high rate 
of interest on deposits is not as trustworthy as it ought to 
be. In my opinion altogether too little account is 
taken of this. There are many other criteria besides. 
When a bank—I am speaking now of the Leipziger Bank, 
which is constantly invoked here as a frightening specter, 
and which ought to have been found out by the public 
long ago, as, indeed, it has been found out in many 
quarters—when a bank, in order to obtain money for its 
customers, offers its guaranty, then it is not worthy of 
confidence. We may be sure there is something rotten 
there. Wherever such a thing occurs—and I assure you 
that I could tell you of such cases that are occurring now— 
it ought to be shown up. This can not be accomplished, 
however, by any legislation, by any law, but it must
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be done by a sound spirit in banking, by a moral tone 
that has to be introduced into banking. Here the univer
sity can do splendid service and so can the Reichsbank.

We are in the habit, gentlemen, of turning our eyes 
across to England. In the shape of the Bank of England 
there is a critic always on the watch, who is worth more 
than the man that writes “  Plutus.”

To have received the slightest sign of disapprobation 
from the Bank of England is considered in London some
thing so momentous, something so terrible, that no one is 
anxious to expose himself to it, and whoever has received 
such a warning will not forget it for years to come. I do 
not see why our Reichsbank, in the position in which it is, 
when banks in a condition of overstrain and with insuffi
ciently liquid resources come altogether too frequently to 
it, should not feel justified, whenever it discovers actual 
evidence of recklessness in giving them a sound lesson by 
restricting the amount of their credit. I am aware that 
it is a responsible duty, and it was not a pleasant task for 
us in Hamburg to set up a sort of court. Such a court, 
however, is a necessity. There is nothing in that sort of 
reliance which consists in saying: “ Here is an enormous 
capital, everything will turn out all right.” Certain evi
dences, such as were manifested at that time in the case of 
the Leipziger Bank, must have declared to every person 
of acute sense that it was a concern that had become 
utterly rotten, and if the credit allowed these people had 
been cut down soon, the calamity would at all events have 
materialized earlier. Whether it might have been 
averted I can not say. It would certainly have been 
lesser, for these conditions had been in existence for years.
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I am sure there are adequate means and ways for under
taking a reform, and these are all matters that no law can 
reach, no matter how closely defined or how detailed it may 
be. How good the assets must be no law can prescribe. 
The creditors are always good; they have got to be paid. 
But you may legally prescribe that there must be three 
times the amount in the way of debtors or bills of exchange. 
If the debtors and bills are not good all that will not help. 
There is no such thing as a supervisory bureau that can 
actually exercise control. There is nothing but the public 
bank conscience, which says: “ I see something here
which affords me evidence that there is something rotten 
about this institution; this bank offers a rate of interest 
on deposits that is unheard of; this bank offers its guar
anty in order to obtain money; we are bound to interfere 
here.” I believe that by this means vastly more can be 
achieved than through the instrumentality of laws, by 
which I do not mean to say—we shall come back to this 
point later on—that in some cases other agencies may not 
have to be invoked.

Mr. RoiyAND-LucKE. I have listened with especial 
interest to the utterances of those gentlemen who have 
expressed themselves in favor of legislative regulation 
in the anticipation of discovering something that is of 
service and capable of being applied to practical use. I 
assure you that, if I found such a means, regard for those 
managers of banks who place a temporary advantage 
above a permanently sound and absolutely stable con
dition would not for a moment deter me from advocating 
legislative regulation. My own opinion in regard to 
legislative regulation I expressed yesterday. If, in spite
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of that, I again claim your attention for a moment, the 
reason is because I should like to discuss briefly certain 
utterances of several of the speakers. What I have 
to say will, I believe, not be altogether meaningless 
with respect to the progress of our discussion.

The gentlemen who are in favor of legislative regu
lation have endeavored to prove that the things to which 
this is to apply are susceptible of precise definition. 
These advocates of regulation constitute two groups. 
There is first of all Herr von Gamp, who says: “ I am 
not going to break my head one bit over deposits, ac
counts current, etc.; for me the kernel of the whole matter 
is the outside moneys taken together, which the bank 
is required by law to be ready to pay back to its cus
tomers every day; the outside moneys held by the 
bank should be subjected to the law.” How does the 
matter look from the standpoint of the practical banker? 
What would he do, to what temptation would he be 
subjected by such regulation? He would simply speak 
to his customers, whether they had giro accounts, de
posit accounts, or any other sort of accounts, as follows: 
“ The law compels us to invest io per cent of your 
money”—this was the percentage proposed—“ in cash; 
that is to say, in a way that yields no interest. This 
means, if we assume that money is worth to us 3 per 
cent per annum, a loss of three-tenths of 1 per cent. 
We are, therefore, obliged to cut down by three-tenths of 
1 per cent the rate of interest which we have hitherto 
allowed you. But this is what we are going to propose 
to you: You agree that we have the right to demand 
of you, when you withdraw any part of your money, a
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week’s or two weeks’ notice; in that case we shall let the 
rate of interest which we have been allowing remain 
unchanged, and we are willing to make this further 
concession that when conditions are fairly normal we 
shall naturally not make use of our right to exact such 
notice.” This proposition, gentlemen, properly couched, 
if brought before the public will have the effect of causing 
95 per cent of all the depositors to go straightway to 
the bank and ask to have their credit balances con
verted into deposits bearing the condition proposed, 
and the bank managers would be snapping their fingers 
at the law. I think it important that I should call your 
attention to just such cases and to tell you again and 
again that no matter how well-meaning you may be 
in the making of your laws and how closely you may 
be governed by all the rules of science and of thorough
ness the practical business man, if he is only a little 
bit shrewd, will, without having to be a cheat, discover 
means and ways of getting around the law. Instead 
of the progressive quickening and sharpening of the 
consciences of our bank managers and all who have a 
share in the management of peoples’ funds, we shall 
have ultimately, as a result of your activities as legis
lators, just the opposite state of things.

Doctor Wagner has indeed instinctively felt this danger. 
That is why he wants, as opposed to what Herr von Gamp 
says, a week’s notice. I have just been expressing myself 
indifferently with respect to a week’s notice or two weeks’ 
notice, but a shrewd man will make his customers be will
ing to put up with a month’s notice.

To turn to another matter, President Heiligenstadt pro
posed to us a distinction which made me feel at the outset
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that we had at last possibly found the standpoint from 
which we could work toward a solution—the distinction 
between producing and nonproducing. While he was 
still speaking, however, I set about thinking, and placed 
myself first in the position of the bank official who receives 
customers and has to decide whether an account belongs 
to class A or to class B—producers or nonproducers—and 
then I placed myself in the position of the person who, 
from the standpoint of the government inspector, has to 
see to it that the classification of the accounts at the bank 
is made conformably to the law, and I must say there were 
some things that struck me as being very difficult. I shall 
refrain from saying more than what occurred to my mind 
in the course of Herr Heiligenstadt’s address, without 
dwelling upon what the intervening hours have added, in 
order to show you how even this simple formula, which 
has such an extremely alluring ring about it, has no prac
tical validity. The head of the department, we must sup
pose, will receive the following instructions: “ We recog
nize henceforth only two main classes of accounts—class 
A, which represents the accounts of persons owning a 
business, speculators, and foreigners (I am letting myself 
go somewhat further from the start than Herr Heiligen- 
stadt has gone in his specification, but these might well be 
included in the class, and Herr Heiligenstadt himself 
would not object), and class B, including persons living on 
wages, government officials, artists, scientists, and persons 
without occupation. As to whether these collective desig
nations include all the kinds of people who had to be 
classified, I shall let that question go for the moment. 
Behold, there comes the man without any occupation, a
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rentier, let us say, in moderate circumstances, and says he 
desires to open an account. He hands in his securities for 
safe-keeping, and perhaps 10,000 marks in cash, which for 
the time being he wishes to deposit on an interest-bearing 
account. Forthwith the bank official will say: “ Well, sir, 
as you belong to the class without occupation, this will be 
department B .” A week later the man buys with his
10,000 marks in cash, which he has paid in, let us say, 
shares of Siemens & Halske. It so happened that he 
became a customer of the bank just at the time when the 
shares of Siemens & Halske were going up, and he sees 
at the end of a week that they have risen 10 per cent. The 
man decides to sell these shares. There comes the con
scientious head of the bank department and says: “ This 
rentier has become a speculator. He has got to get out of 
class B and go into class A .” Gentlemen, is this what is 
meant? Is this possible? Suppose you were able and 
willing to fill the position of a bank inspector; would you 
be able to make the prescribed distinctions?

But I shall proceed. President Heiligenstadt explained 
what significance with respect to our national economy 
the producer and nonproducer have. Very pretty, 
indeed. What I want to say is this: Who is of greater 
service to our national economy, the mechanical producer 
or the spiritual producer; who is it who renders mechanical 
production possible? A gentleman, Mr. X , comes to the 
bank. He is a man who is not in business; he is an 
inventor, however. The man invents or perhaps he has 
invented, or is going to invent, some new apparatus, which 
will be manufactured on a vast scale. Does not such a 
man render a hundred times as great a service to our
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national economy as an indirect producer than as a 
direct producer? Will you have the man who has his 
invention exploited by manufacturers placed in class A or 
class B ?

Let us go on. Here comes a physician. “ A physician,” 
says the government official “ is, of course, in class B .” 
Then comes the clever investigation of the conscientious 
and not so conscientious bank official, who is interested 
in bringing into class A everything that can possibly be 
got into it, inasmuch as for this class there are no irksome 
regulations prescribed by the law which have to be observed. 
This physician has to treat to-day a mechanic who has 
broken his arm. By means of particularly skillful band
aging or other surgical appliances he enables the man to 
resume work within the space of a week. The mechanic 
therefore produces, as a result of the physician’s skill, 
for a period of four weeks, during which time he would 
not have produced if he had not had the physician. 
Would you then include the physician among those who 
do not produce? Is not the physician a much higher 
sort of a producer than, say, a baker ?

But this is not all. Let us take the author. There 
are some authors who, even if they have no business, 
derive from their works, whether it be in the shape of 
lump sums or in royalties, an enormous income. Shall 
such a writer be reckoned in class A or class B ? The 
stage manager, who sometimes is on his last legs, belongs, 
of course, to the group of producers. His first tenor, who 
perhaps has an enormous income, belongs to class B. I 
do not believe that it would be within the scope of our 
discussion if I were to go on citing more of these examples,
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which might be multiplied indefinitely. My object has 
merely been to set forth to you the difficulty of enforcing 
the law conscientiously and the temptations to which 
the bank officials would be exposed. If I have made 
this clear in a measure by these examples I think I have 
done justice to the matter.

As regards the statements of Doctor Wagner, I must 
admit that they have evoked in me, in a high degree, the 
same feelings as those expressed by Herr Schinckel. I 
wish, however, to dwell only on some single utterances, 
on which Herr Schinckel has not yet touched, as this 
appears to me essential by reason of the weight attached 
to Herr Wagner’s words. Doctor Wagner asserted in the 
first place that it is altogether immaterial whether the 
stock of a concern is at par or above par. He affirmed 
that this was of no interest to any one but the stockholder. 
He overlooked the fact that it is of very material interest 
to every creditor of the concern, inasmuch as in the great 
majority of cases a premium is based on the fact that the 
concern in question is in a position to afford a greater 
material security than what would be expressed by a quo
tation of its shares at ioo. This interest which every 
depositor has in the higher market price of the stocks 
was, as you see, not taken into account by Doctor Wagner.

Then he touched upon the small bank notes and said 
that they had not got into circulation. Gentlemen, I 
must assert over and over again that, if we are going to 
break our heads over legislative regulation, we must ask 
ourselves on every occasion whether what might have 
been brought about without legislative measures does 
actually take place. I believe we must admit that
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unfortunately this is sometimes not the case. We are 
continually clamoring for laws instead of availing ourselves 
of the means that are at hand. Last year the dictum 
went forth, proclaimed with loud emphasis and illumi
nating logic, that the small bank notes must be got into 
circulation. Efforts were successfully made to compel 
every railway-ticket agent and every postal employee who 
had to receive and pay out money in every city, large or 
small, to act accordingly, and this was very skillfully man
aged down to last spring, as I myself had occasion to 
observe, comparatively little gold being paid out in chang
ing notes of large denominations. Hardly, however, had 
the money market begun to put on a better appearance 
in the spring, when this thing suddenly came to an end, 
as you will be able to see from my own experiences at 
many places from week to week. [“ Quite true.” ] At 
least once a week, for example, but generally twice a 
week, I have had to buy a ticket for 3 marks at the 
Stettin Railway station. On principle I always present 
a 100-mark or a 50-mark bill when I pay. Since last 
March the ticket agent at the Stettin station has handed 
me back 90 or 40 marks in gold, whereas formerly I had 
always to take bank notes. [“ Hear, hear.” ] Whenever 
the letter carrier had to pay me money sent by postal 
draft, he would regularly bring me, up to last spring, 
bank notes or silver. Since last spring I have nearly 
always been paid in gold by the letter carrier and even 
at the post-office in my little town. I am convinced that 
if the government officials had stuck vigorously to the 
regulations introduced in 1908 the stock of gold in the 
Reichsbank would to-day be larger by 100 millions
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than it is. These ioo millions have not flowed out of the 
country, but have simply got back into the circulation.

A couple of years ago we introduced checks in this 
country; that is to say, legal checks. It was presumed, 
contrary to the opinion of the greater part of the banking 
fraternity, that just through the agency of the legal 
check, the people would be induced to make a more 
general use of checks. The banks naturally exerted them
selves, so long as such a law was going to be enacted, to 
give an earnest of their zeal in the matter of making this 
law as businesslike and practical as possible. The law is 
recognized as an excellent one, abroad as well as at home 
The framers of the instrument declared: “ Now we are 
going to make the exemption of checks from the stamp 
tax a positive thing, for the check is needed for our 
economic development and we need it also for the strength
ening of our Reichsbank. The fact that barely a 
year later the stamp tax was introduced is a matter 
concerning which I do not propose to exercise any criti
cism just at this moment. But I do make complaint 
against the responsible authorities who, having introduced 
the stamp tax on checks, on the ist of October, have 
not made any provision up to the present day, the 25th 
of November, for supplying the check-tax stamps to the 
post-offices. As a matter of precaution I went to two 
post-offices yesterday, right here in Berlin. Day before 
yesterday, when I asked for such stamps at the post- 
office window in a nearby provincial town, the official 
looked at me as though I were daft. In Berlin itself 
matters were not quite so bad. The official at the post- 
office on the Potsdamer Platz even went so far as to
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consult a list of some sort and thereupon explained to me 
that I could get the check stamps only from the persons 
whose business it was to distribute them. The man was 
evidently equipped with instructions as to how he should 
reply to such inquiries, for when I asked him where I 
could find a person of that description, he said something 
to the effect that the nearest one resided at No. 123, 
Potsdamer Strasse. [Laughter.] You perceive then that 
at certain post-offices they have got so far as to evince 
their good intentions, inasmuch as here in Berlin at least 
they are giving the public serviceable information. But 
I must ask, why could not the offices which have the 
business of supplying the public with tax stamps for 
bills, etc., have been equipped right from the start, the 
1st day of October, with a supply of check stamps also? 
Why should these post-offices have to get along for eight 
weeks and, for aught I know, for months more, without 
these tax stamps ? I am saying this with a feeling of the 
deepest regret, in order to show that it is on account of 
this inertia on the part of our administrators—not merely 
on the account of the tax as such—that many people, 
who have with great difficulty accustomed themselves to 
the use of checks, give it up as a bad job and say to them
selves: “ I am not going to make out any more checks; 
I am simply going to find a more convenient method of 
making payments.’ ’ [“ Quite right.’ ’]

Herr Wagner said, furthermore, that, in addition to the 
per cent that was to be held in cash, there ought to be a 
provision requiring the holding of 40 per cent in bills, 
and in such bills as are considered prime bills. Gentle
men, I am absolutely of opinion that the best and most
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liquid reserve is a portfolio of first-class bills. But if 
Herr Wagner means to have this provision extend to all 
monetary institutions, he will, with his well-meant legal 
regulation, bring about much more acute crises than we 
have ever had. He fails to perceive—and, indeed, he 
could not perceive from his professional chair—that in 
years of slack business our output of bills, apparently so 
large, has thus far barely come up to the regular demand. 
If to those financial concerns which, as it is, have got to 
be active discounters of bills, and which in a season of 
quiet business, often for months at a time, are unable to 
satisfy their needs, you are to add the great bulk of all 
kinds of institutions, which, by reason of the unusually 
large accumulation of cash at such times, would have to 
keep their portfolios of bills, in accordance with the law, 
much better filled than has hitherto been the case, you 
would be exerting an altogether unnatural pressure 
upon the private discount rate. This unnaturally de
pressed rate of discount would greatly promote the in
clination to expand one’s dealings excessively before 
one has recovered in a measure from the business de
pression, and crises would be much more apt to occur 
than would otherwise be the case.

Doctor Wagner referred to the apparently remarkable 
success with which the inspection of the banks by the 
National Government in the United States has been 
attended. I am going to mention, gentlemen, just one 
instance taken from my personal experience. A number 
of years ago I was traveling in the United States and had 
often to listen to extraordinary encomiums of the bank 
inspectors. I came to an important city and had talks
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with the managers of the leading bank in the place, one 
which was regarded as the best in a large district. Not 
only the president of this bank, but also prominent busi
ness men, spoke to me in terms of extravagant praise of 
the bank inspector who was on duty there and to whose 
examinations this bank was subject. They could not 
speak to me sufficiently not only of the extraordinary 
care with which this particular man discharged his super
visory duties, but also of the remarkably businesslike 
and correct way in which he judged of the commercial 
transactions in the district and of the borrowers of money. 
They said that the man was every couple of days at the 
bank, and that he did not allow a single promissory note 
to pass through the bank without examining every 
signature that was on it. All this, gentlemen, did not 
prevent the bank—I believe it was about fifteen months 
later—from failing in grand fashion.

Reference was also made to the mortgage banks. We 
are all aware that supervision in the case of mortgage 
banks, as has been stated already, fails under certain 
circumstances to achieve the result aimed at.

The regret expressed by Doctor Wagner with respect to 
the increase in our population I have taken simply as a 
joke. He certainly could not have meant it in earnest. 
One who has been so zealous as Doctor Wagner in 
behalf of governmental activity directed toward the 

/ betterment of social conditions, can not at the same 
time indirectly express a disinclination to abide by the 
main cause of the growth of our population, the greater 
longevity of our people.
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Herr von Cetto referred to a remark I had made—the 

other was not a remark of mine, as I have already pointed 
out—which he has construed into something very different 
from what was meant. He understood me to say that I 
was not a friend of agriculture. Gentlemen, I am a very 
great friend of agriculture. I have assured Herr von 
Cetto that if I had again the choice of a vocation I 
should by all means want to be nothing else but a plain, 
humble farmer. If I have pictured to you the dangers 
and difficulties which German trade and industry will have 
to encounter the next few years, perhaps in a greater 
measure than has hitherto been the case, in the endeavor 
to compete in the world’s market, I shall take this occasion 
to declare emphatically with reference to our agricultural 
conditions that I consider it extremely desirable and even 
necessary that we should, as our population increases, 
convert more and more of the suitable parts of our large 
landed estates into peasant holdings of between 50 and 
150 acres. You see I am a friend of agriculture in the 
modern sense as much as anyone can be. In my remark 
concerning the old agrarian regime I meant nothing more 
than the old agricultural system under which four, six, or 
more families dwelt in a wretchedly small space and under 
which the great landowners ruled the State more or less 
exclusively. This is the agrarian regime which I had in 
mind and not a modern and sound agricultural system.

Doctor Wagner made use of a catching sentence to 
which I should like to advert. He said that taxation in 
Germany, direct and indirect, is extremely moderate in 
comparison with other countries. I personally am 
strongly of the opinion, gentlemen, that taxation should.
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as a matter of course, rest mainly on the shoulders of 
those who are best able to bear it. I am myself a great 
advocate of the tax on inheritances, provided that really 
necessary and practical expenditures call for the raising 
of the money. All I mean to say by this is that I am 
not opposed to taxes which naturally can be borne 
most readily and in greatest measure by large fortunes 
consisting of movable property. But when I hear it 
boldly affirmed over and over again that conditions in 
our country with respect to taxation are extremely 
moderate, all I have to say is that it doesn’t begin to be 
true. I should like to hear of a country—let us confine 
ourselves for the present to direct taxes—where taxes 
are also levied primarily on actual incomes and where 
the operation of the tax levy involves the payment of a 
much larger amount of direct taxes than what is paid by 
us right here in Prussia. We are now paying in Prussia 
really high taxes. If we take, for example, an income of
10,000 marks, we find that what it pays in Prussia in the 
way of a direct government tax, a supplementary tax, 
a communal tax, and a church tax amounts to at least 
about 12 per cent, and this is only in case the commune 
levies a tax equal to no more than ioo per cent of the 
amount of the .state levy.

Should its quota be 200 per cent “or more of the govern
ment tax—a condition with which we have to reckon in 
the case of a large number of cities—then the direct tax, 
to speak only of the above-mentioned categories, amounts 
at present to 16 per cent or more. If, therefore, I see such 
an eminent personage as Doctor Wagner saying in a 
light-hearted way that we have not enough taxes, I
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consider it a very serious matter. On the one hand, we 
are continually endeavoring to impress upon our legislators 
and officials the necessity of proper economy. But if, 
on the other hand, we are constantly holding up a dis
torted view of the extent to which our taxpayers are 
levied upon, we render the manifestation of our zeal in 
the matter of retrenchment altogether nugatory. I 
earnestly deprecate the painting of conditions that do 
not actually exist. We Germans are greatly interested in 
the maintenance and augmentation of our movable 
property. We ought, therefore, to be careful not to enter 
too jauntily upon a course of action which might tend to 
hinder this development.

Mr. G ontard . Gentlemen, I do not possess the splen
did oratorial gifts of Herr Schinckel. In spite of this, 
however, I am thankful that an opportunity is afforded 
me at this moment of saying a few words in response to 
the statements made by him before with special reference 
to my address.

In the first place, I agree with him that no particular 
value is to be ascribed to the prospectuses of the listing 
offices. I am myself a member of a listing office. The 
words which Herr Schinckel cited from my statements 
are no longer clear in my recollection; I do not deny that 
I may have made use of those very words. In any case, 
I did not intend those expressions to indicate a main rea
son for the necessity of legislative regulation. In fact, 
I praised the “ great banks” with reference to their 
safety. I said that there was greater fluidity in their re
sources than in those of other institutions. I said more
over, that the degree of fluidity is one that is arbitrarily
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fixed. I know that in the case of the “ great banks” 
it is at present approximately 6o per cent. If I said, 
furthermore, that in my opinion it might have been still 
higher, I may here add that this is not my view alone and 
that I did not speak without reflection when I uttered it. 
I obtained precise information regarding this point in 
particular before our inquiry was started. Of course I 
am aware that I myself, not being versed in the dissection 
of annual statements, am not in a position to judge how 
high the degree of fluidity should be.

Herr Schinckel spoke also of the penal provisions rela
tive to the supervisory councilor with special reference to 
what I had said. I regard the office of supervisory coun
cilor as a very high one, and I have never sought such 
an office myself; neither do I believe that I should ever 
accept it. That the penal provisions, however, would not 
do the least bit of good I am thoroughly convinced. 
If, indeed, I have paid so much attention to this question 
regarding the supervisory councilor, the reason of it is 
that, as a Leipziger, the affair of the Leipziger Bank af
fected me deeply. Herr Schinckel had something to say 
also with reference to the matter of the Leipziger Bank. 
I am of opinion that we ought to arrange things in such 
a way—I see I must speak a little more in detail than 
I originally intended—that the supervisory councilor of 
a bank shall reach the conviction that he can fill only a 
few other offices in addition to the office of supervisory 
councilor and what is connected with it. I am of opinion 
that paragraph 246 of the commercial code is not framed 
with reference to the banks just in the way it should be. 
What I mean to say is that the minority ought to be vested
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with greater competence in the matter of inspection—per
haps with authority to act at the instance of third par
ties—as has been urged by one whose opinion carries great 
weighty I would like to state here that among the many 
very honorable supervisory councilors of the Leipziger 
Bank there was one in particular, a special friend of mine, 
who at the time gave himself up most scrupulously to the 
duties of his office, and I believe that if this one man had 
been personally allowed greater scope in the matter of 
inspection, it is possible that the catastrophe may not 
have occurred, or, at least, would not have reached such 
dimensions. I consider it desirable, moreover, that the 
supervisory councilors should become more independent 
of the president. So much in reply to Herr Schinckel.

Now that I have the floor, I may perhaps be able to 
reply to the query put by Count Kanitz this morning. 
Count Kanitz asked what I meant when I spoke of new 
organizations that might come into existence if it should 
be considered advantageous for the business world to 
become more independent of the so-called great banks. 
What I meant to say is that the owners of the big indus
trial establishments are simply in a position to establish 
joint stock banks themselves, which will be distinguished 
from other joint stock banks merely by the circumstance 
that their shares will remain in the possession of the indus
trial concerns, and that in this way the heads of such 
concerns will be able to exert a greater influence on 
their banks. I am aware that there are great difficulties 
in the way of all this, and I personally have expressed 
myself as opposed to the idea. I gave it as my opinion, 
as I have already intimated before, that it might perhaps

N  a t  i on a l  M  on et  a r y C o m m i s s i o n
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be desirable to acquire some influence over the general 
assemblies. I have in general, as the stenographic report 
will show, spoken from the standpoint of the small man
ufacturer. I am not so familiar with the conditions 
prevailing in the grande Industrie. But from what I have 
heard—I repeat that my own personal knowledge does not 
amount to much—I am under the impression that the big 
industrial establishments are pretty largely dependent 
on the great banks, in some parts of the country at least. 
I should, of course, not like to be considered one of those 
who are exciting hostility against the so-called great banks. 
As you have had occasion to observe by this time, gentle
men, it is my endeavor at all times to act in a conciliatory 
spirit with respect to all issues. I should like to conclude, 
therefore, by saying, for my part also, that I know full well 
to what extent industry is indebted to the great banks.

Mr. S ch inckee. I wish merely to make a brief remark, 
because I think it is important that I should not be mis
understood by Herr Gontard. The stenographic report 
will show that, on the contrary, when Herr Gontard 
remarked that he had a sort of feeling that some of the 
great banks were at times deficient on the score of fluidity 
I reenforced this observation by saying that this feeling 
was not a groundless one.

Mr. Gontard. Yes; I heard it.
Mr. S ch in ckee . That is just what I said. And, as 

regards the supervisory councilors, I hold precisely the 
same view as Herr Gontard. I only regret that men 
who are gifted with such a broad understanding and are 
made of such good stuff as Herr Gontard should declare 
that they would not accept the position of supervisory
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councilor. It would be a good thing if just such gentle
men were ready to fill the post. [Laughter.] But if they 
accept the position they have got to do what I have taken 
the liberty to mention. They will have to get down to the 
actual practical facts, to a certain A B C, of the banking 
business, for in these matters they could render a great 
service.

Mr. R a a b . Gentlemen, I regret exceedingly that Doctor 
Wagner was not present this afternoon when Herr 
Schinckel spoke. I think it would have been a valuable 
thing for us, and indeed a pleasure, to have been able to 
hear two men, both of whom express themselves so freely 
and so clearly, but whose views are so opposite, discoursing 
with and against each other.

What the speakers here found most fault with in the 
utterances of Doctor Wagner was not, I believe, the really 
important thing that he had to say, being rather in the 
nature of unconnected details and casual observations, as, 
for example, his expressions with reference to the matter of 
the increase of offspring, which were taken seriously by 
some and by others almost as a joke. But this could cer
tainly not have been the actual content of Doctor Wag
ner’s address. He said, for example—and herein I agree 
with him, and I wish to state right now that I listened with 
great pleasure to nearly everything that he had to say— 
that private interests taken collectively are in themselves 
a public interest. That was a significant utterance. Then 
he went on to say: “ We can no longer avoid assuming 
a relation, which is in a certain sense one of guardianship, 
with reference to the credit banks.” This was a propo
sition involving a specific programme, nor have I heard
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any opposition to it thus far. For Doctor Wagner said 
further: “ Why should we all of a sudden draw the line 
here, after having by special legislative provisions regu
lated the mortgage banks, savings institutions, insurance 
companies, etc. ? Why all of a sudden fold our arms when 
it comes to the credit banks ?”

A Voice: But these are not the same sort of concerns.
Mr. R a a b . Quite true, and he adverted to the fact. But 

these distinctions are so constantly present to our minds 
that there is no occasion whatever for my mentioning 
them. There is certainly a good deal in the proposition 
itself that we should not stop short at any more or less 
arbitrary line of demarcation. He went on to say—an 
expression of opinion which has already led to discussion— 
that he does not find, taking it all in all, that we have too 
many officials, and that he regards the situation, as he 
looks at it, as not so very bad. I shall perhaps say a few 
words again concerning this point later on at the proper 
place.

I believe I can say that I agree with him also as to the 
individual points. I do not flatter myself, of course, 
considering that Herr Wagner’s long career as a scholar 
has not prevented his utterances from evoking lively ex
pressions of protest, that my modest exposition will re
ceive even a fraction of the consideration that has been 
accorded to the utterances of Herr Wagner. But it will 
in any case render our discussion more complete, if some 
one speaks who will talk to you neither as a scholar nor 
as a man versed in the practice of banking, but who will 
at any rate place before you a little of what constitutes 
the general feeling of the people regarding these matters.
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I beg you, gentlemen, to permit me to discuss briefly 
from the standpoint of the plain man the questions that 
are engaging our attention.

I must admit after all that we have heard here that the 
* security and fluidity of the deposits do not appear to be 

imperiled to as great an extent as is generally supposed. 
I am glad to be able to express my belief that when the 
discussions of this commission are communicated to the 
public, and just because they are made public, the uneasi
ness regarding this whole matter will in fact be in a 
measure allayed. I believe that this much has been made 
more and more evident in the progress of our discussion— 
that the security and fluidity of the resources in the hands 
of the banks are no longer alone the main and essential 
thing with which we have to deal. Another matter which 
has come more and more to the front is the question, 
Are the resources of the nation really utilized in the inter
est, duly considered, of that part of the community, first 
of all, whence they emanate, and, in the second place, in 
the interest of the whole public? I believe that in this 
respect there is still a certain amount of mistrust which 
the banks, I mean particularly the great banks, ought 
to try to dispel. I understand, of course, gentlemen, 
that a bank has to apply itself naturally to the kind 
of business that pays best. Now, what are the kinds of 
business that, as a general thing, yield a good return ? I 
hardly believe that agriculture can be reckoned among 
them. Agriculture does not yield such a certain and 
such a high rate of profit that there is much left in it 
for the banks. What we find at the present day is that 
the so-called great bank, in particular, promotes above
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everything else trade and industry, affording them aid 
and support. But everything, as you know, is relative. 
This assistance is a good thing. It has been good in 
many respects, and if we are proud of our manufactur
ing industries, then I am the last person who would be 
inclined to minimize the share that our banks have had in 
this development. But there is a point—and I believe I 
am getting pretty close to what Professor Wagner wished 
to express—beyond which the good becomes a mistake, 
and it seems to me as though now already we had been 
artificially inflating industry too much, thereby neglecting 
other important interests. This is, if it is actually so, a 
pretty bad thing and a dangerous thing. An agrarian crisis 
is a very serious matter, but it is not so bad with reference 
to everything taken together as an industrial crisis. The 
best evidence of this is the mere circumstance that in the 
case of an agrarian crisis no person engaged in agriculture 
will be likely to starve. Even if the peasant has harvested 
but little, he will have wherewith to feed himself and his 
household until a fresh crop affords him more ease. Such 
a crisis, therefore, is not so bad for the agriculturist as an 
industrial crisis is for those employed in manufactures. 
In the industrial field we have brought together thou
sands and hundreds of thousands of men in one place, and 
men who have nothing besides their wages, and when 
employment and wages cease, then there is the worst mis
ery—hunger, starvation. We have at the same time, as a 
result of the present temper of our laboring class, disturb 
ances and revolution. Having thus drawn our bow too 
much on the side of industry and having staked too much 
on this single card, we may one day perhaps have a rude
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awakening from this splendid, beautiful dream of the 
blossoming of our German industry.

I am therefore persuaded, gentlemen, that the banks 
are by all means bound to show whether, under average 
and less favorable conditions, our present working class 
can still find employment. If not, the banks must 
endeavor to prevent all further artificial strengthening 
of the industrial edifice. And I am convinced, gentle
men, that our industry is to-day already too large to 
encounter any untoward conditions that the future may 
have in store for us. Evidence is afforded by the fact 
that without a heavy export of manufactured articles we 
have already for a long time been unable to keep our 
workingmen and our machinery busy. There is a danger 
then, a danger that we feel is no slight one. All of a sud
den our fate will be made to depend largely on the world’s 
market, over which we have not nearly as much influence 
as we have over our internal domestic market. And what 
will be the result when we will have reached the point of 
being obliged to regard our export industry as an indis
pensable part of our existence ? Then will come the 
demand which we hear to-day: “ If we can no longer find 
a ready sale for our products on profitable terms in the 
world’s market, then we have got to reduce the cost of 
production at home.” The next cry will be: “ Away 
with the customs boundary; we want cheap bread, cheap 
meat; if we are to keep our working people busy for the 
world’s market we must have cheap food.” In this way 
the excessive development of manufacturing industry 
leads—one might almost say with the inevitableness of a 
law of nature—to a demand for free trade. This is a
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great danger that we are going to invite if we drive our 
world-market industry too hard.

Herr Roland-Iaicke has been trying to-day to tone 
down the statements which he made yesterday. He 
tells us that he has personally a great fondness for agri
culture and that, in fact, he is an agriculturist himself 
and that he is almost sorry he did not, right at the start 
make agriculture his vocation. I am grateful to him for 
these expressions, but I must say, nevertheless, that what 
I heard yesterday appeared to me to agree altogether 
with what we hear so often in banking circles, as well as 
from the lips of teachers of political economy, to the effect 
that when it comes to it, protective duties must be subor
dinated to world-market interests. It can not be denied 
that there is an agitation going on in some circles in favor 
of our adopting the English standpoint, according to 
which we can not afford to let the peasant cultivator 
have the benefit of these high prices of the necessaries of 
life, inasmuch as we must have regard for our manufac
turing industries. Treat this, if you choose, as a hypo
thetical danger of the future; the forced expansion of our 
manufactures is bound to lead ultimatelv to a demand 
for free trade.

It is evident to us, gentlemen, likewise that the circles 
to which I refer have an active interest in being able to 
influence our policy in a direction which, as I have already 
pointed out, is one which they alone favor. We see that 
the banks—it is of the banks that I have been speaking— 
have recently been endeavoring to make the work of legis
lation more than hitherto their own work. I have in 
mind, for example, the Hansabund. I can discern in
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this association an endeavor on the part of our “ bankoc- 
racy” to pave the way for legislation in behalf of its own 
interests—I don’t mean to say exactly its narrow per
sonal interests, but nevertheless the interests embodied 
in that conception of the world economy which it repre
sents—and to reduce entirely to naught those restraining 
factors which till now have not entirely lost their influ
ence.

Doctor R iE S S E R .  But in behalf of the equality of all 
classes, including the agriculturists?

Mr. R a a b : Yes, that is according as one chooses to 
look at it. I believe that just because the policy pur
sued by the banks has, in my opinion, expanded indus
try beyond legitimate bounds, that same policy is going 
to lead them, and it is bound to lead them, to suspend 
their activity in behalf of our domestic manufacturing 
industries, which have to reckon with the increased 
scale of wages and high standard of living and perhaps 
before long will go to the extreme of promoting indus
try abroad, where a higher rate of profit may be had, 
inasmuch as there the necessaries of life are cheaper, the 
wages, etc., lower, and market conditions more favor
able, while savings may be effected in the matter of 
freight and otherwise. I consider it altogether likely 
that the activity of our banking institutions will one day 
assume such a complexion that they will no longer seek 
to promote industry within our own borders, but will be 
more eager to do it elsewhere in order to reap greater 
profits.

Doctor Weber said yesterday: “ We must see to it 
that we are in a position to support our additional
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population.” All right, gentlemen. But then we ought 
not to place, we ought not to be obliged to place, our en
tire reliance with respect to our surplus population on the 
world’s market, on the exportation of the products of our 
manufacturing and mining industries. There are other 
means that can be tried or exploited.

A Voice. Doctor Weber has mentioned them.
Mr. R a a b : One means, for example, is the avoidance 

of the superfluous importation of foreign labor. Those 
who manage our industrial undertakings act, many of 
them, with such utter disregard of our national interests 
that this alone ought to be a sufficient reason for the 
bankers who have relations with our industrial concerns 
to try to exercise a wholesome restraint. But the best 
and most efficient means would be, of course, if we were 
to manifest our unwillingness to see too many people going 
into the manufacturing industries, in other words, if we 
were to make the conditions of husbandry so favorable 
that the German laborer of to-day could regard life in the 
country as a life worth living. We know that the excess 
of hands in the manufacturing industries is just about 
as great as the lack of labor in agriculture. We might 
perhaps succeed, if we tried, in getting things turned 
round, our efforts being directed toward the improvement 
of agricultural conditions in order that not so much labor 
should go into manufacturing industry. In any case, I 
consider it a very serious matter that, owing to the sup
port lent by the banks, more labor should be employed in 
our manufactures than a careful survey of probable future 
conditions would lead us to believe could be employed 
permanently in them. You know that we have to reckon
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every day with the hostile measures aimed by foreign 
countries at our manufacturing industries. Every country 
nowadays closes its frontiers and makes itself as inde
pendent as possible of the industry of foreign countries. 
Every country, however remote it be or however unde
veloped it be, is intent upon keeping its own market at 
the disposition of its own people. Whether we approve of 
this or deplore it is altogether indifferent; the fact remains 
what it is. We can not with impunity force our manufac
turing industry above the level at which we can perma
nently maintain it.

Still another point, gentlemen. Are we not to appre
hend, are we not, indeed, witnesses of the fact, that, as a 
concomitant of the artificial overfeeding of our industries 
by the great banks, our government securities, our 
national loans, are being neglected? This is at once a 
national and an economic misfortune, and the leading 
great banks, so called, could if they desired exert a pow
erful influence in the direction of a change for the better.

I believe I am able to perceive, gentlemen, that the 
banks nowadays no longer feel that they are servants of 
the public, but regard themselves rather as definite fac
tors in what constitutes the interests of the public. More 
or less of what we heard yesterday has been toned down 
to-day, as, for example, the utterance of President Momm
sen regarding the potential attitude of the Berlin “ great 
banks ” toward the check question. It produced an 
effect upon me yesterday like that of sheet lightning, pre
saging the temper that might some time or another show 
itself. You [turning to Mr. Mommsen] declared yester
day—at least so I understood you to say—that even if
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the Imperial Government and the Reichsbank lay great 
stress upon the enforcement of the law relating to checks 
in order, in the interest of the public, to diminish the 
circulation of cash, you would one fine day refuse to have 
anything to do with this kind of service; you would no 
longer participate in it if it was not convenient for you.

Mr. Mom m sen . That is not exactly what I said.
Mr. R a a b . Well, that is how I understood it, and per

haps ten or twenty years from now comes a President 
Mommsen who no longer denies that what he meant was 
just that, and declares: “ Now we are on top and we have 
no further concern for what you desire.” Gentlemen, 
have not the great banks more than once thwarted the 
measures of the Reichsbank with respect to the private 
rate of discount, or rendered them nugatory? Yes, a 
time may come—and the indications are already present— 
when the great banks will practically be the masters for 
eleven and a half months of the year, and for half a month 
will set about in the most friendly way to make use of the 
Reichsbank as a rediscounter of their paper. They will 
go to the Reichsbank only in case of necessity and they 
will exploit it. When they are through they will turn 
their backs on it.

What we behold at present—something that fills us 
with anxiety and makes the dangers which some of us 
perceive so clearly appear still greater—is an extraor
dinary concentration in the domain of banking. Per
haps the banks are already much more closely connected 
by agreements of which the public has not been apprised 
than we are aware. Director Schinckel has told us that 
the movement in the direction of concentration has
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progressed much farther in England than in this country. 
It does exist here also, and I have a perfect right to assume 
that the great economic forces through whose action vast 
accumulations of capital have been brought together in 
England are becoming operative with us likewise. There 
will be a time, then, when we shall realize to its full extent 
what Count Kanitz and Herr Gontard have tried to impress 
upon us—the dependence of economic factors upon the 
favor and disfavor of our “ bankocracy.” The more con
centrated the huge masses of capital become, the closer 
will be the meshes for the individual who is struggling 
alone and who will no longer be able to get through them. 
As yet, so long as there is still a certain decentralization 
in our banking system, so long as the less important 
interests can still be cared for and protected by the numer
ous small banks, we are not so very much affected by what 
is taking place. But all the same there is concentration 
and more concentration.

A V o ic e : And in the domain of industry, too.
Mr. R a a b . Quite right. And often this very thing is 

absolutely furthered by the banks. For it is not until 
industry lends itself to the financing of undertakings that 
our “ great banks” or the larger banking institutions take 
any interest in it. Then a further interest is created, the 
consolidation of these industrial undertakings into com
bines, rings, or trusts. It is this that is being promoted, 
as, indeed, it is in the essence of the great banks that their 
policy shall be directed not toward the raising up of the 
little man but toward making the most out of the big con
cerns, those that have already become large, but which 
appear capable of still further development. I do not
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intend by any means to reproach the banks when I say 
this. Certainly no charge can be meant against the 
present bank managers. These are tendencies that they 
have got to obey, and if any head of a bank were to place 
himself in opposition to them, he would soon be sup
planted by others who would be more ready to make allow
ance for such tendencies. Consequently no reproach is 
involved with respect to any individual; it is the tendency 
that we can not help noticing with a certain amount of 
uneasiness.

Now, gentlemen, when we hear it said that in the face 
of such a development, which, I am convinced, can not 
have a good ending, we have to stand by with hands 
completely tied, utterly without counsel, then I believe 
there is only one individual in our midst who could take 
pleasure in it. It would be Herr Singer, who is absent 
at this moment. [Sensation.] It is certainly very much 
in accordance, gentlemen, with the views which Herr 
Singer represents outside of this commission that the 
concentration of capital and of industrial undertakings 
should be welcomed as a step on the road to that goal 
which the friends of Herr Singer would regard as the 
hope of mankind.

It appears to me, indeed, very doubtful whether a 
further centralization in the domain of banking can be 
prevented. But if it is not possible, then the remark in 
the connection in which it came to our ears will be borne 
out. Then the question will never cease to be agitated 
as to how the public interest, in spite of, or on account 
of, the concentration in our banking system, can be half
way safe-guarded. Then we shall be obliged, even if as
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yet we are loth to do it, to give greater scope to our 
public activities, make our laws more effective, and insti
tute a far-reaching supervision unless we are willing to 
see everything going to wreck and ruin. I hope, how
ever, that we are not yet willing to let things reach such 
a pass. There will still remain another recourse to con
sider. If the opinion should prevail that governmental 
supervision, legal regulation, normative provisions, etc., 
are impracticable under the present organization of the 
banking system, then in the wake of these rejected 
demands there will ultimately emerge a much more far- 
reaching and radical demand—a demand for the nationali
zation, pure and simple, of our system of so-called great 
banks. You may rely upon it, gentlemen, the question 
is not going to be allowed to rest through lack of activity. 
Unearthing every possible objection to every proposition 
and pointing to the difficulties in the way of reforms— 
pretty much in the manner in which Herr Roland-Liicke 
has done—that is not going to kill the demand, for as 
time passes the consequences will become patent to an 
ever increasing number of people. If the “ great bank” 
is to develop into a state within the state and to be
come all powerful in the state, we shall finally be driven 
to combat tjiis influence with other means.

I shall be able to say something more on this subject 
when we come to the discussion of details; at present I 
shall not detain you. I wish, however, to thank Director 
Schinckel for his expressions, following close upon his wise 
utterance regarding the ten commandments for the banker. 
Such a rule of conduct is what we need. I trust it will be 
more and more effective: it can be effective, moreover, by
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the side of legal regulations. It is not necessary for us, 
and it will not do, to stake everything upon the keeping 
of these ten commandments, but they are nevertheless 
unquestionably of the utmost importance, and if every 
head of a bank had pondered over them and revolved them 
in his inner conscience, many of the anxieties which we 
experience to-day, would weigh more lightly upon us.

A few words still, gentlemen, in regard to Genossen- 
chaften and savings institutions. The expressions of fear 
which I allowed myself concerning the credit banks with 
reference to their ultimate fusion into what we call ‘ ‘ great 
banks,”  over which a central control may perhaps one day 
be exercised, do not apply to the Genossenschaften or to 
the savings institutions. These do not excite such appre
hension in us. They do not serve for the purpose espe
cially of overfeeding our grande Industrie and they hardly 
ever lend themselves to the support of foreign interests. 
Consequently the Genossenschaften and savings institu
tions admit decidedly of a different treatment.

I shall beg leave still to discuss two questions which in 
reality are outside of the sphere of our deliberations. I 
am going to take issue with the statements of Count Kanitz 
after they have been reinforced by those of Director 
Schinckel, with reference to the movement in behalf of 
governmental action for social betterment. I say we have 
not been advancing with too quick a step in the further
ance of the aims of this agitation. We rejoice at what has 
been achieved and what has placed Germany at the head 
of all nations in this field. I regard our social legislation 
as one of the choicest leaves in our German crown of 
laurel, and, if I had my way, there would be no halting, no
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downright refusal to go on, in this sphere of our activity. 
There is one respect, however, in which Count Kanitz 
thought he could make these matters shed light upon the 
question that is before us. He affirmed that the burdens 
imposed by legislation in behalf of social betterment were 
an obstacle to the creation of capital. I believe that this 
proposition requires a very decided limitation, if, indeed, it 
contains anything that is sound. It is just the social-better
ment laws that cause enormous sums of money to be heaped 
up together that otherwise would probably be scattered. 
Just think of the immense accumulations of the trade 
unions, of the companies insuring against disability, of the 
sickness-insurance funds, etc. Now, suppose the insurance 
laws had not been enacted; in that event this capital would 
not have come into existence. As it is, we see great accu
mulations of capital, which, it is true, are reserved for social 
purposes, but of which at all times a part representing an 
enormous sum will be stored up. I can not see that social- 
reform arrangements have been in the way of the crea
tion of capital, and I do not believe, therefore, that in this 
respect they ought to give any occasion for concern. 
Another matter in respect to which Count Kanitz considers 
the social-reform institutions objectionable is that of the 
burden of taxation, which, he asserts, is rendered much 
heavier by them. What I believe is this, that we should 
be still worse off if we were without this legislation. As 
things are now, provision is made by means of the 
accumulation of funds for affording in case of sick
ness, accident, etc. Imagine the funds were not there— 
and they would not be there were it not for compulsory 
insurance—who would have to pay then? We can not
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allow the sick to go uncared for nor can we allow people 
to starve, and so the amount expended for the relief of the 
poor would grow so enormously that this alone would 
suffice to raise the tax rate. With respect then to the 
questions which we are here discussing, the matter of our 
social-betterment institutions will not bear exploitation in 
the sense in which Direktor Schinckel and Count Kanitz 
have imagined they could make something out of it.

There is still one more question. We are told we 
have too many officials. This complaint goes hand in 
hand with the complaint about excessive taxes. But 
to be sure, everything, as I have said before and as our 
every-day experience teaches us, is relative.

There are, of course, places here and there in the Govern
ment service where there is one employee too many, and 
there are some places where the officials are not obliged to 
work with all their might for the service of the State. But 
this is not the rule. On the contrary—and it is rather odd 
that just we should be called upon to say this, we who do 
not belong to the class of government officials—our officials 
here in Germany work with such strenuous zeal and devo
tion to duty as perhaps can not be matched in any country 
on the face of the globe. It is a fair question, of course, 
as to whether we have not here and there gone a little 
too far with our bureaucracy. Wherever we are able to 
find “ one too m any” we shall be ready to strike it out. 
There isn’t a single fanatic in the world who is crazy for 
more officials, and least of all among us, who can never 
get rid of our uncomfortable quality as taxpayers. But 
I can not see, gentlemen, that even if the taxes are in
creased some injury must necessarily ensue in every case
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to economic condition. What is the reason that taxa
tion is constantly growing? Why do we need more offi
cials ? Because nearly every day we assign tasks to 
the public administration for which we have hitherto 
had to pay from our private purse. Here is a simple 
case. In small places the residents are obliged to keep 
the streets clean in front of their houses. Well and 
good; there is no need of street-cleaning officials. As 
the place grows the evidences of neglect become mani
fest and so a street-cleaning bureau is installed. All 
at once—that was our experience at the time in Ham
burg—perhaps fifteen hundred additional officials and 
employees are needed. Well, it meant increased taxes; 
but what was the result? The private individual was 
no longer obliged to clean in front of his house; the public 
administration assumed the task. And I am sure that 
just through the concentration of this labor which before 
had to be performed individually the cost of the work 
was reduced. In many fields the transition from tasks 
assumed by individuals to work done by the govern
ment in performance of a public duty represents merely 
a crowning of the process of organization. We are 
always saying that cooperation cheapens the cost of 
production. Well, here we are cooperating in the largest 
field, the State, and by this means we often reduce the 
expenditure. It may be that every house-owner in 
Hamburg at present has to pay perhaps i mark or pos
sibly io marks—if one could only reckon it out—for 
street cleaning; formerly it was perhaps 20 marks that 
he had to pay for his broom and bucket or for wages. 
Instead of swearing every time the taxes go up it would
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be much wiser to reflect on how much we get for our 
taxes. If every individual—let us imagine for a moment 
that there were no taxes—had to protect his house and 
his yard from external and internal enemies, if everybody 
were still obliged to go through the streets carrying a 
lantern with him, it would cost him a great deal more than 
what he pays in taxes now. Consequently when taxes 
are on the increase absolutely there is no evidence in 
this that we are any the worse off. It is likely that we 
have been saving money by the very circumstance of 
our having organized on a large scale the tasks which 
previously were a considerable burden to each individual.

I must thank you, gentlemen, for the kind manner in 
which you have listened to me. I have passed over a 
number of miscellaneous things that I have jotted down, 
but I believe you will be thankful to me for having 
done so.

Doctor hExis. I beg leave to make a brief remark, 
gentlemen. I believe Herr Schinckel misunderstood me 
when he declared that I was advocating the separation 
of the deposit banks from the general banks in Ger
many, adducing English conditions in support of my 
plea. I am very far from urging such a separation. 
What I said was this. In England, as a matter of course, 
a distinction is made between deposits subject to check 
and those that are not. But no one can tell in England 
any more than elsewhere which sum of money serves as 
a basis for checks and which sum is not to be applied to 
this purpose. It would be very desirable, in my opinion, 
that the system of payment by means of checks should— 
as we have reason to anticipate is going to happen—be
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further developed and that we should possess from the 
outset a certain amount of information regarding the ques
tion as to what part of the deposits of the outside moneys 
in the hands of the banks may be used for checks and 
what part is not available for that purpose. That is all 
I had to say.

Doctor S chmidt. The first question, gentlemen, the 
question as to whether the regulation of the whole matter 
is really in the interest of the public, has not been answered 
in the negative by anyone. Our president, his excellency 
Havenstein, has explained the reasons why it would be of 
advantage to the public. The vast sums that find their 
way to the savings institutions, the Genossenschaften, and 
the banks, and whose aggregate is far in excess of twenty 
billion marks, are indeed very diverse in their nature. A 
large amount represents movable working capital, which 
constitutes the lifeblood of the German industrial and 
economic organism. The large sum in the savings banks 
is, of course, to be distinguished from the deposits and 
other funds that are only in the temporary possession of 
the banking institutions. The money deposited in the 
savings institutions may practically be regarded for the 
most part in the light of a permanent deposit. For this 
reason there ought to be no objection to the investment of 
such funds in mortgages, a favorite form of investment 
with the communal savings institutions. The most impor
tant problem with respect to the interest of the public is 
how to prevent the large amount of working capital which 
accumulates in the treasuries of the agricultural credit 
associations and in the banking institutions from being 
diverted from its natural destination. The question as to
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the security of the various kinds of investments made by 
the banks has likewise been uniformly answered in the 
affirmative. The safety of the communal savings insti
tutions is unquestioned, for back of them is the taxing 
power of the communes. The cooperative credit associ
ations with limited and with unlimited liability have also 
given evidence of their ability to withstand storms, and 
the experts,who have an accurate knowledge of their con
dition, have unanimously declared that in the case of these 
credit associations likewise there is no question in regard to 
their security. In the case of the banks, in so far as they 
have a right to this designation—in the case of the joint 
stock banks, we shall say—no one has expressed any doubt 
about their safety. On the contrary, it has been generally 
admitted that their management, in particular that of the 
great banks, so called—likewise, however, that of the 
smaller institutions—does not lend itself to the least crit
icism in this respect, and that the security of the invest
ments made by them can not be questioned. Among the 
exceptions that were mentioned here there is only one 
that might be regarded as belonging to the category of the 
great banks, namely, the Leipziger Bank, whose collapse 
was occasioned, however, by a gross violation of the penal 
code on the part of one of the managers, and which 
ultimately was able to pay its creditors as much as 70 per 
cent. The losses that have otherwise been sustained in 
connection with deposits of money belong to categories 
that have not been mentioned with reference to this ques
tion. Only banks, savings institutions, and cooperative 
credit association are being discussed. To these are to be 
added two other categories—private bankers, who may be
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considered as a body under the designation of “ private 
bankers; ’ ’ and the great number of business men who, along 
with their regular business, accept outside moneys that 
are tendered them for the sake of the interest. And it is 
just these cases, which would manage to escape all gov
ernmental inspection if such a thing were to be instituted, 
are the most dangerous. These are the ones where, if 
there is bankruptcy, the little man has most often to sus
tain loss. To make a distinction between the savings 
deposits and other outside moneys held by savings insti
tutions, banks, and cooperative credit associations does 
not appear to me in reality feasible.

We have heard in the course of the discussion that a 
whole array of savings institutions have placed them
selves in the category of banks and are doing a banking 
business on a large scale, that they are taking deposits of
20,000 marks and allowing interest on them from the date of 
deposit, and that by means of these very banking trans
actions have changed their status so as no longer to be 
classed among the small communal savings institutions. 
Altogether there is a decided inclination on the part of 
the savings institutions, of a large proportion of them at 
least, to emerge from the petty and narrow local business 
and it is proposed to make these banks a source of income 
to the commune. A characteristic feature of the savings 
institution is that when it collects the savings in its own 
district and invests them in mortgages in this district, 
usually keeping but a small reserve, its business can 
readily be supervised by the officials of the municipality or 
commune appointed for that purpose, whose services are 
for the most part rendered gratuitously. You will find
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that in the western districts of our province—and I be
lieve I have heard the same thing relative to Holstein— 
the savings institutions insert two or three advertisements 
in every newspaper, saying such and such a bank pays 
4 per cent interest on deposits, which may be sent in by 
means of postal drafts or on post-check account and 
which are absolutely safe. One can reckon also on the 
supervision of the savings institutions by the govern
ment officials in case the local officials are not sufficiently 
watchful.

The small private banks, judging by my limited ex
perience, are multiplying at a great rate. In every city 
there is a whole string of big stores, furniture concerns, 
etc., which do a considerable banking business as an 
adjunct to their regular business by taking money on 
deposit at a very high rate of interest and making use 
of part of it in their business in the way of advances, etc. 
This is so general that cases have occurred like the follow
ing, which has come to my personal knowledge: A certain 
philanthropic association received two or three thousand 
marks as an endowment. The cashier of this associa
tion, who was a woman, took the 3,000 marks to one of 
these private bankers, who was to pay interest at the 
rate of 5 per cent. This action of the cashier was later 
disavowed and the money was withdrawn, to the great 
mortification of the lady, who could not bear to see it 
bringing only 4 per cent at the savings bank. Measures 
should be instituted for the protection of the com
mon people, in regard to whom there has been so much 
talk, measures, which could consist, however, only in 

» warnings and a better education of the people. What
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was said on this occasion, namely, that a high rate of 
interest is equivalent to poor security, appears to be in 
every way vouched for with reference to the banks, 
savings institutions, and cooperative credit associations 
which have been the subject of this discussion.

It appears to me utterly impracticable to separate the 
savings deposits and other outside moneys in the hands 
of the banks. It is impossible to say what character any 
such funds intrusted to the banks assumes. The matter 
would seem to be altogether indifferent, for deposits and 
savings are intended to remain for a considerable time, or 
for a long period, in the hands of the bank, and are there
fore of much less moment in reality with reference to fluid
ity than the money that is placed in the banks in connec
tion with accounts current and which, as a general thing, 
is withdrawable without notice. Among the account cur
rent creditors there is one class which is especially impor
tant with respect to our national economy—the foreign 
creditors. It is extremely gratifying that our banks, as we 
have repeatedly heard stated to-day, have received such 
large sums from foreign governments. But, in addition to 
these natural credit balances of the governments of other 
countries, large sums come from those countries to Ger
many in the way of a merely temporary investment, sent 
hither in consequence of the difference in the rate of 
interest of the one country—let us say, France—and the 
high rate paid in Germany. These sums often reach 
large dimensions and the money thus heaped up in our 
bank reservoirs are apt, in case of a crisis, to cause the 
greatest trouble. In a crisis such as we had at the close 
of 1907 people kept saying that the rate of exchange had
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been driven up to fantastic levels—I believe sight drafts 
on Paris were quoted at 81.80 and those on London at 
20.60—by the withdrawal of the foreign credit balances. 
These credit balances are, therefore, of a kind which, in 
my opinion, demands much greater attention and un
doubtedly receives much greater attention on the part 
of our bank managers than the credit balances of the reg
ular and permanent customers at home, whether in con
nection with ordinary deposits or with checking accounts.

In the matter of fluidity—the second point set for dis
cussion—the savings institutions are perhaps not fully 
up to the mark. In the case of the Genossenschaften 
we have heard it stated that they are rather deficient on 
the score of fluidity, but that this defect is remedied to 
some extent by means of the centralization in a central 
bank. These central banks can, if necessary, come to 
the assistance of the credit associations. In the case 
of the banks there is likewise a central bank which in 
the last resort has to lend its aid when the credit system 
is subjected to an inordinate strain. Reference has been 
repeatedly made here to the run which the Dresdner Bank 
had to withstand some years ago and which it withstood 
so well that the outcome furnishes a practical evidence 
of the fluidity of the bank. The run was weathered, as 
Doctor Stroll said, with the assistance of the Reichsbank. 
The expression was not intended to convey precisely this 
meaning, but what was meant was that it was withstood 
by having recourse to the Reichsbank. As a matter of fact, 
no particular assistance was rendered. Theoretical fluid
ity is something, indeed, that is not to be found any
where, for you can not keep all your resources in the form
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of cash in your drawers. But there is such a thing as a 
practical fluidity, which consists in having on hand se
curities that can be turned into cash at any moment, that 
is, which may be sold, mortgaged, or discounted. That 
was not, properly speaking, actual assistance; it was 
merely that recourse was had to the Reichsbank, which 
was called upon for discounts and loans on collateral. 
There was nothing that could be called actual help; all 
that can be said is that conditions were so adjusted that 
the bank could withstand this run upon it. I am con
vinced that legislative supervision exercised over the banks 
would not achieve any special result, and that it would 
only lead to the worst consequences by inducing the public 
no longer to consider it necessary to try to ascertain for 
itself just how a bank is situated with respect to its 
ability to meet its liabilities, but to rely entirely upon 
governmental supervision. In the course of this whole 
discussion, as has repeatedly been pointed out to-day, 
not a single one of the speakers has dwelt upon or even 
referred to any kind of necessity which would make such 
a measure as governmental supervision at all desirable, 
and we ought consequently not to decide in the absence of 
a compelling reason to impose trammels upon our eco
nomic intercourse and the development of our industrial 
forces.

The charge has been brought against the banks that 
they are in an unjustifiable manner placing at the service 
of industry the savings that come to them from the entire 
range of our national economy, as well as the other resources 
intrusted to their management, and that they are conse
quently neglecting the interests of agriculture. The fact
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has already been stated here that agriculture is enabled 
to satisfy all its needs in the matter of credit to the fullest 
extent through the central bank of the credit associations 
(Zentralgenossenschaftskasse), instituted with the aid of 
the Government, and if the banks are placing such ex
tensive resources at the disposal of industry, the reason 
is that they find that they can invest the funds better 
and more profitably there than elsewhere. The heads 
of our existing industrial establishments are not a bit 
pleased that the banks, which are continually increas
ing the competition, are all the time promoting new 
industrial enterprises. [“ Very true.” ] The activity of 
the banks is not prompted by our industries, such as 
they are, at any particular moment, but is the result 
of increasing industrial prosperity. Herr Raab thought 
it was best that we should confine ourselves to our own 
country, and that our industry should not be so intent 
upon a foreign market. Count Kanitz said he believed 
that the principal danger confronting us was the intro
duction of protective duties in England, and Herr 
Schinckel was of opinion that the preferential duties in 
the colonies were still more of a menace. Unfortunately 
such differentiation exists already. German imports into 
Canada pay 33%  per cent more duty than English imports; 
those into the Australian colonies, 5 per cent more; and 
those into New Zealand, 20 per cent more. What the 
English colonies are intent upon is that when England 
introduces a protective tariff she shall institute a duty on 
wheat, as well as on other grains, and a corresponding duty 
on meat—in short, duties on foodstuffs—in order that she 
may be able to offer to her own colonies which produce
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grain and meat, by means of drawbacks, an equivalent 
with respect to foreign countries. At present, inasmuch 
as there is no duty on wheat in England, the mother 
country is unable to offer Canada an equivalent for the 
25 per cent differential which England enjoys in Canada. 
In order that this might be done, it would be necessary 
first to introduce a duty on corn in England, making the 
rate for Canadian wheat lower than that for Argentinian. 
This is the object aimed at. It would hurt our German 
agriculture, as we export a good deal of grain to England.

I would say in reply to Herr Raab that German agricul
ture is not capable of supporting the present population of 
Germany. We are obliged to import grain from abroad in 
order to feed our existing population; and in order to get 
the grain it is necessary for us to export the products of 
our manufacturing and extractive industries. But our in
dustry understands full well the solidarity existing between 
the various branches of production, and it desires nothing 
more fervently than this solidarity. It knows that the 
basis of a prosperous manufacturing industry is a pros
perous agriculture. Some one here has quoted the words 
of Adam Smith: “ The best market is the home market.” 
We find that whenever we have a good harvest our manu
facturing industry thrives. If we have a poor harvest, it 
suffers as a result of it. In the endeavor to increase the 
gross returns of agriculture by means of intensive labor, 
our manufacturing and extractive industries cooperate 
in no small measure. They not only supply better imple
ments, but they afford agriculture the means of increasing 
its product by furnishing the potash, which they produce; 
the nitrogen and sulphate of ammonia, which they extract
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from coal; and the phosphoric acid, which is obtained from 
the slag in their steel works. Here, then, we find likewise 
a manifestation of that solidarity between agriculture and 
industry which the latter has always cherished.

Industry would have no interest in the starting of new 
undertakings by the banks, but that is no reason for 
finding fault with the banks. The numerous shafts that 
have been sunk in order to obtain potash have not 
been sunk by the banks, but it was wealthy individuals 
who had nothing to do with banking, or associations of 
such people, who set about to establish mines. When 
they had expended a million or more in the work of 
construction, they found they had used up their money 
and they went to the banks for more.

Some one here brought this charge against nonagricul- 
tural industry that through its inordinate expansion it 
excites crises, which are vastly more serious than other 
crises, inasmuch as a hundred thousand wrorkingmen are 
thereby reduced to destitution. In this arraignment a 
circumstance that was made by the speaker to serve as an 
indictment of nonagricultural industry, the fact of its 
employing so many foreign laborers, is in reality an excel
lent palliative. In the southwestern industrial field espe
cially, in the angle formed by Luxemburg, Belgium, 
France, and Lorraine, where the iron industry in particu
lar has reached such extraordinary dimensions, a vast 
number of foreign laborers are employed. I am not aware 
that any precise statistical data have been prepared rela
tive to this matter. Such statistical information is usually 
compiled in the winter and many of these laborers are 
such as work only during the season, being Italians, who
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depart in the winter. I think 500,000 is a fair estimate of 
the number; it is probably larger. In case of a very acute 
spell of unemployment—not the kind that is manifested 
in the number of men without work who parade the streets 
of Berlin and Cologne in the winter, because they refused 
to work in summer, a class that has not to be considered 
at all—in case there should be such a crisis, induced by 
the necessity of discharging a large number of laborers 
at our mines and smelting works, then the 100,000 for
eigners might be dismissed first.

President H a vEn s t e in . Six hundred thousand.
Doctor S chm idt. Which would be equivalent in a way 

to a sort of reserve, an insurance against unemployment 
for the German workingman.

After all I have heard nothing has really been said 
calculated to excite doubts as to the general security 
and fluidity of the outside moneys in the hands of our 
banks. The remark has been made, however, that the 
ultimate reserve of the banks is the Reichsbank, and it 
would perhaps be worth while to consider whether the 
Reichsbank, which has so much influence over the banks 
in the whole country and which is in a position to super
vise the activity of the banks in every city, might not 
constitute a much more efficient supervisory agent than 
would a government commissary. The Reichsbank, 
which exercises a great influence over the banks in Ber
lin, just as it does elsewhere, and is thoroughly posted in 
regard to banking conditions in every part of our coun
try, could, as it undoubtedly does already, discharge this 
function of supervising the banks and enter into arrange
ments with them by which, in the event of an industrial
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crisis or an unusual stringency in the money market, 
certain reserves might be drawn upon that had been pre
viously set aside pursuant to an understanding with the 
Reichsbank.

The criticism has been heard here that on an average 
the amount of cash in the banks is rather too small with 
respect to the aggregate of demand liabilities. The 
Reichsbank will be best qualified to judge of this and will, 
perhaps without undertaking the job of getting up an 
A B C or vade mecum of the bank director, as Herr 
Schinckel suggested, be able to make some sort of an 
arrangement, consisting perhaps in what to me has always 
seemed necessary, the enlargement of the stock of gold 
in its vaults, which, we know, constitutes the basis of the 
entire strength of the Reichsbank. In this respect there 
is much that has to be done, and I have no doubt that 
through the cooperation of the Reichsbank and the larger 
banking institutions—the aggregate of the outside moneys 
in the hands of 44 of them amounts to eight and a half 
billions—it will be practicable to establish a reserve 
which would enable the Reichsbank to tide over any crisis 
without difficulty. This, it appears to me, is what can 
most readily and effectively be done in the matter of 
insuring the fluidity of the outside moneys.

Mr. F isc h e r . The large fraction—to me a surprisingly 
large fraction—of the national wealth that is set aside 
in the way of savings and deposits makes it extremely 
desirable in my opinion that everything should be done 
to insure the safety and fluidity of these savings and 
deposits, and that measures should be contrived in order 
to guarantee them in a measure or to place them on a
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better footing. But the clamor for a more extended exer
cise of the police power and for legal regulations has, on 
the whole, had so little to show for itself thus far in the 
results that have followed in the domain of finance and 
currency and in that of trade that I think we ought to 
have recourse to them only in case of absolute necessity 
and to abstain from legislative enactments as far as 
possible, by which I do not mean to say that as 9 last 
resort, if nothing else avails, we may not invoke these 
agencies.

My experience has taught be likewise that in the case 
of the savings institutions—I refer only to actual sav
ings banks, properly so called, that is to say, to institu
tions controlled by the Government, the district, or 
the commune—the security, and I may also say the flu
idity of the savings, is amply provided for, especially 
wherever, as with us throughout South Germany, and 
in Wurttemberg in particular, the savings are deposited 
with the understanding that they are not payable on 
demand but only after notice of withdrawal, the time 
specified being three days, a week, two weeks, up to four 
weeks, depending upon the amount. I am sure that with
out having recourse to actual legislative measures, merely 
by decree of the supervisory authorities—perhaps of the 
individual States of the Empire—it is quite practicable 
in cases where savings banks have transgressed their 
proper sphere and have strayed off into other business to 
apply an effectual remedy. There is no necessity at any 
rate of invoking imperial legislation.

It is otherwise, judging from my experience and as 
I understand the matter, with the banks, the bankers,
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and the cooperative credit associations. I believe I am 
altogether justified in expressing myself from the stand
point of the provinces, as this has not been done hitherto 
to any extent. We in the provinces can not indulge in the 
golden optimism which has characterized the utterances 
of nearly all the speakers thus far and led them to say 
that in the case of the banks, bankers, and Genossen- 
schaften there is absolutely no danger in regard to the 
security and fluidity of the deposits, etc. We can not 
believe this, because we ourselves have witnessed the col
lapse of banking houses and because we remember the seri
ous conditions that made themselves manifest in South 
Germany, especially in Wurttemberg, at the close of the 
seventies in the case of nearly all the artisans’ banks, which 
in the years of prosperity had wandered off far beyond 
their legitimate sphere. We in the South in the prov
inces, speaking for the man of small means and of the 
class just above that, suffer from the utter absence of an 
arrangement that would afford such people the security 
of a savings bank whenever they are in a position to 
invest temporarily a sum which they do not need for the 
time being that is in excess of the maximum amount 
taken by the savings institutions. In the section that 
I represent the savings banks do not accept more than
5,000 marks, which I consider perfectly proper; but even 
if a savings bank is willing to take 10,000 marks as the 
maximum from an individual depositor, it will still 
happen that a man of moderate means or one not so 
well off will occasionally have 10,000 marks that he 
would like to invest temporarily, and for such a person 
no provision is made in our part of the country. I doubt
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not that such provision is adequately made in the great 
cities and where everything is on a large scale, but in 
the provinces and where things are on a small scale, as 
is the case with us, some suitable arrangement is badly 
needed. I am sure, however, that a better remedy for 
this can be found than a resort to legislation. A very 
simple way out of it, it seems to me, would be to have 
the Reichsbank take interest-bearing deposits. From 
the tenor of our discussions it does not appear, however, 
that there is any prospect of this being done, although 
arguments could be adduced in favor of the acceptance 
of such deposits by the Reichsbank. Such being the 
case, the obvious and practicable expedient might at 
least be adopted of the payment of interest in the post
check system. Anybody desirous of investing such 
deposits in an absolutely safe way would thereby be 
afforded an opportunity of doing so, and the bankers 
and Genossenschaften would suffer very little in con
sequence, inasmuch as the post-office and the Reichsbank 
as well, or a deposit institution connected with the 
Reichsbank, could never allow such a high rate of interest 
as a banker is usually able to pay. There would there
fore not be such disturbance in the business of the 
banks as some persons have feared, and the demand 
for a safe place of deposit will have been met.

Should this likewise not prove feasible, I am persuaded 
that there is still another sure way, and this would be 
the institution of legally protected deposits, which in case 
of proceedings in bankruptcy would represent preferred 
claims I am convinced that there would not be much injury 
to anyone by reason of such an arrangement, for a great
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many depositors and bankers would not bother themselves 
with these legally protected deposits, for the reason that 
they would find it hard to come to terms regarding every
thing connected with them. The perplexity of the ques
tion as to what is “ deposits” could at any rate be most 
easily disposed of by specifying that that constitutes 
“ deposits” which the depositor and the taker of deposits 
designate as “ deposits to be legally protected,” and 
which in simple printed forms and books is declared to 
be such. The deposits would be invested by law with 
preference in case of bankruptcy with respect to other 
liabilities, and the whole thing would not be very different 
with reference to the principle involved from what we 
have had all along in the case of mortgages. That it 
would not be all clear sailing and that there would be 
various disadvantages and inconveniences is certain, but 
it would be a simple way, a possibility which I think is 
worth discussing, and to which others have already 
adverted.

It is not for me to dwell upon the other aspects, broader 
and more important, of the subject we are considering, 
inasmuch as there are men in this commission specially 
qualified to deal with them. I must say, however, that, 
on the whole, I am of opinion that it would be a great gain 
if the discussions of this inquiry commission would have 
the result of somewhat slackening the pace at which the 
development of our industries and business is being 
pushed. We are looking back at a period of development 
extending through a space of nearly forty years—and I 
trust it is not the end—in which the industry, trade, 
and wealth of Germany have progressed at an unparalleled
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rate. It does not, however, appear absolutely certain 
that this is to go on forever in the future, and if you con
sider that during all this time we have not had a single 
great, protracted, and, above all, disastrous war nor any 
really serious crisis or economic cataclysm, but at most 
small setbacks, and that all this may be yet in store for 
us, then the optimism which would have us believe that 
the security and fluidity of the savings and deposits in 
the hands of all our banks, bankers, and Genossenschaf- 
ten are absolutely and under all circumstances above any 
doubt, ought to be regarded with some suspicion.

Doctor W achIvER. I am going to beg you, Mr. Presi
dent, to allow me to begin to-morrow morning.

The Ch a irm an . In that case I shall close the session 
and ask the members to be present again at io o’clock in 
the morning.

(Close of session, 6.18 p. m.)
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Thursday, November 25, 1909— 10.30 a. m. 
Ch a ir m a n , W ir k e ic h e r  G e h e im e r  R at  H a v e n s t e in , 

P r e s id e n t  oe th e  R e ic h s b a n k  D ir c k to r iu m . I hereby 
declare the session opened. Oberbergrat Wachler has the 
floor.

Doctor W a c h e e r . It is not my intention, gentlemen, 
to discuss the great industrial and economic problem in 
any thorough-going manner, else we should probably 
never get through. In regard to some points I hold 
fundamentally the same views as Doctor Wagner, but in 
regard to various other points I differ very materially 
from him. But even in those matters in regard to which 
we are fundamentally in accord, my convictions will not 
allow me to accept the implications that he has drawn 
from his theories and which he propounded to us yesterday.

In regard to one point, gentlemen, I can say that Doctor 
Wagner is absolutely right, and that is when he insists 
that our present economic condition essentially reflects 
the exaggerated demands of our everyday existence, its 
eccentricities, and especially the love of pleasure that 
characterizes it. It appears to me, however, that the 
restriction of these factors could least of all be accom
plished by restricting the activity of the banks and 
checking our industrial undertakings. I believe that 
this ought to be done by altogether different methods 
and that various other factors are responsible, factors 
which Doctor Wagner himself, if he chose, would be able 
to influence. The theories of our professors of political
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economy, as well as the attitude of our newspapers, and, 
furthermore, the attitude of our parliamentary bodies, all 
have the ultimate effect, it seems to me, of enhancing 
the demands of our daily life. I believe, indeed, that as 
a result of the teachings which a certain school of econo
mists cherish and disseminate, and in a still greater de
gree, owing to the behavior of our legislatures, the seeking 
after pleasure and the demand for a higher scale of living 
are inordinately increased. An immense amount of 
mischief has been done of late by the speeches of legis
lators addressed to the crowd and by the pressure brought 
upon the Government to spend money where it has no 
inclination whatever to do so. I consider this a very 
serious matter with reference to the attitude that Par
liament ought to maintain toward the Government.

But what I want to say is this: These conditions have 
to be combated on an entirely different ground, and in 
reality do not enter into the scope of our discussion. 
[“ Very true.” ] Reference has rather cleverly been made 
to the connection between these conditions and the 
organization of our credit system. I consider this not to 
the point, and in so far as those who conduct our indus
tries are charged with not paying heed to the needs mani
fested in our national economy it is altogether false. I 
know full well that workingmen’s insurance, in fact, 
the whole system of insurance, was welcomed by our 
industry, which gladly bore the burdens that insurance 
imposed upon it. But what our industry regards with 
aversion—and here I must say Count Kanitz is per
fectly right—is the excessive haste with which we are 
dushing ahead on the new path. It asks that, having
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struck out on this new path, we shall carefully note the 
effects that this legislation actually produces. That it 
has led to some evils no one will deny. The craving 
for income in the shape of annuities, and the secur
ing of such income in an underhand way, of which 
so much evidence has been afforded of late, are further 
indications of the fact that this legislation has had the 
effect of weakening somewhat the desire for hard work 
and of increasing the pleasure-seeking propensities.

It is asserted that the banks have caused mischief by 
being too liberal with their credit, and that, in particular, 
they have gone too far in promoting industrial under
takings. Gentlemen, I agree with those who affirm— 
and I think Herr Roland-Liicke has expressed it very 
appropriately—that our industry has every incentive to 
proceed cautiously in its operations, and I believe that 
our banks have reason not to be overgenerous in granting 
credit to industrial concerns, but to go ahead with the 
utmost caution. I even believe that the banks, out of 
consideration for the possibility of our having to face 
untoward conditions, ought to make up their minds to 
adopt a policy of extreme caution in the matter of their 
credit dealings, not merely with reference to industry, 
but in general. I am not aware, however, that any 
special instance has been pointed out where the over
stepping of the legitimate bounds in the granting of 
credit, with which our banks have been charged, particu
larly in connection with industrial undertakings, actually 
took place. I do not know whether those gentlemen 
who have been speaking of the interdependence of indus
try and the banks mean to say that industry is dependent
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on the banks or whether the banks are dependent on 
industry. It would be hard to find any index as to the 
nature of this interrelationship. It is affirmed, however, 
that our industries are too dependent on the banks, and 
that the banks, in a measure, lend to our industries their 
expansive power. Let me call your attention to a par
ticular instance—to the annual statement, just published, 
of the General Electric Company. This concern has 
sixty millions in cash in the banks. It seems to me in 
this case, therefore, that the banks ought rather to be 
considered as dependent on our industries.

If our industries have recourse to the banks for credit, 
and the banks furnish it, that is not necessarily expansion. 
It is rather in the nature of betterment, or improvement, 
which, as far as I know, never ceases in the industrial field. 
You must bear in mind that our industry has just in 
recent times made immense strides; that the frequently 
antiquated inventions of our engineers, chemists, etc., 
have constantly to be replaced in an interval of from 
five to ten years, and that relatively new arrangements, 
which perhaps were introduced only five years ago, are 
already in need of improvements; and that our manu
facturers and other producers are always careful to ask 
themselves the question as to whether the fresh outlay 
of money necessitated by the particular improvements 
will, from an economic standpoint, be in reality a paying 
investment or not. It is, of course, possible to make 
mistakes, but if our industries, in order to remain abreast 
of the times and to be able to hold their own against 
foreign competition, make the outlays that are required, 
no one has a right to say that this is a factitious and
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overhasty expansion. I myself am of opinion that indus
try has ten commandants in the way Herr Schinckel said 
the bankers ought to have ten commandants.

Broadly speaking, industry ought to make all these 
improvements out of its own resources—out of its own 
savings—and not by means of credits. And, as a matter 
of fact, most of the great industrial concerns act in 
accordance with this principle, a consequence of which 
policy is that they get into a delicate position with respect 
to the public, the shareholders, and the critics of the 
press, who are continually attacking the policy of hoard
ing up—the withholding of dividends without assigning 
any obvious reason for doing so—and complaining that 
the shareholders are not getting what the company has 
earned within the year, while the company, intent on 
pursuing a safe policy, finds it necessary to provide 
itself with funds with reference to the improvements. 
At the same time, it can not be denied that it often be
comes necessary to get rid of antiquated arrangements 
and to replace them with better and more economical 
ones, even if it be necessary to have recourse to bank 
credits in order to accomplish this.

Now, it is proposed to make it more difficult for the 
banks to afford credit by depriving them in one way or 
another of part of those resources that are convertible 
into working capital. It is this sort of resources that we 
are discussing, and in particular a special kind of working 
capital that the banks have at their disposal, consisting 
of so-called deposits and other outside moneys. It is pro
posed to tie up absolutely a certain percentage of the out
side moneys, and to compel the banks to lower the rate of
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interest allowed to their depositors either by simply mak
ing it obligatory upon them to reduce the rate or by with
drawing from them part of the resources for which they 
find a profitable investment, which, of course, would make 
it necessary for them to fix upon a lower rate of interest 
on what remains than the rate they could afford to pay 
if they were permitted to utilize the full amount.

I am surprised, gentlemen, that a person like Doctor 
Wagner should be an advocate of such a scheme, for I con
sider it a mistaken policy not to utilize the funds that are 
on hand, and to tie them up as a mimimum reserve yield
ing no interest, or to utilize them with the allowance of a 
minimum rate of interest. I believe that as a general 
thing it is the proper policy to get as large a profit as 
possible from the resources at our disposal, and it is the 
banks themselves that are generally credited with having 
rendered a great service by their successful efforts in the 
way of placing at the disposal of the business world so 
much capital and so much gold that was lying idle in the 
hands of individuals. If we mean to adopt the policy 
of tying up in one way or another a part of the deposits 
or of making the rate of interest as low as possible, or if 
it is our purpose to compel the banks somehow not to 
allow more than a low rate of interest, we shall, as Herr 
Schinckel stated yesterday, find it practically impossible 
to give effect to the normative provisions relative to the 
banks, or else we shall have to allow sufficient latitude 
with respect to- the norms thus imposed to prevent the 
restrictions from becoming mischievous, in which case 
there would be nothing gained in trying to restrict the 
activity of the banks. I must repeat that it does not
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enter my mind for a moment to advocate the granting 
of excessive credit or to urge an incautious policy on 
the part of the banks. I am altogether in favor, as I 
remarked before, of moderation and restriction, but our 
experience has been such that during the whole period 
that has passed under our observation, that is more than 
a generation, there has not been a single instance of one of 
our German banks—outside of the two that were wrecked 
as a result of dishonest operations—having managed its 
affairs so poorly as to necessitate its being placed under 
tutelage.

Now, for the other side. Suppose the banks were 
actually compelled by some means or another to fix upon 
a lower rate of interest, would the results be such as the 
gentlemen, who are advocating this policy, anticipate? 
They expect that the public will be satisfied with this 
lower rate of interest and will bring its deposits to the 
Reichsbank or the Seehandlung or whatever institution 
you choose, in order that they may be thus more advan
tageously utilized with reference to the needs of our 
national economy. We have heard it stated yesterday 
that in certain border districts the depositors, if they find 
they can not get the rate of interest which they want in 
their own commune, go to the savings banks in the adjoin
ing foreign country.

I mentioned at the outset, gentlemen, that the longing 
for a higher scale of living and the inordinate craving for 
pleasure, in short, the greater demands that are generally 
made nowadays on existence, lead not merely frivolous 
people, but persons of judgment and foresight to try to 
squeeze a higher rate of interest out of the little capital 
that they possess. It is this endeavor and not any
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influence exerted by our banks inimical to government 
obligations that has contributed to the drop in the price 
of imperial securities. The banks have, as a matter of 
fact, at all times taken up the government loans and 
floated them, but the public afterwards suffered loss 
through the taking up of these loans and for that reason 
it gave up investing its savings in government securities.

Those of you gentlemen who are practical business men 
will agree with me that there is nothing remarkable in 
this phenomenon. I myself have at the present time 
relations with credit banks and have a share in the man
agement of insurance companies and mortgage banks, 
and my experience has been that for the last six months 
or so the public has been getting the means for the pur
chase of industrial stocks, not by obtaining credit at the 
banks, but through the sale of bonds, mortgage deben
tures, consols, etc. Can we find fault with these people 
when we see ourselves that in these six months a number 
of the industrial stocks, not rotten speculative stocks, but 
pretty good stocks, have advanced 40, 50, and even 60 
per cent? I have myself something like a practice as a 
consulting banker, and many of my acquaintances come 
at frequent intervals to me, especially people of small 
means, who manage to lay aside something out of their 
scanty incomes for the future, begging me to tell them 
how they can invest their savings so as to get more than 
4 per cent, as they find it very difficult to make ends meet 
with such a low rate of interest.

These people, gentlemen, are not a bit inclined to 
speculate, but they are unable to defray their living 
expenses, which have been rising, out of the means at
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their disposal, and they are consequently anxious to get 
hold, if not of speculative stocks, at any rate of some 
respectable securities that will yield them at least 5 per 
cent, and there is a whole array of industrial stocks of this 
kind which are absolutely safe. That is the reason why 
people don’t care for mortgage debentures and govern
ment bonds.

Count Kanitz complained yesterday that it was an 
unheard-of state of affairs that agriculture should be get
ting only 91 per cent for 3 per cent debentures. They are 
quoted at 92 and 93 per cent, which is equivalent to the 
payment of 3 ^  per cent interest. Can anyone nowadays, 
indeed, ask for a lower rate of interest on money lent on 
mortgage than 3^4 per cent? I can not see how anybody 
has a right to expect anything of the kind under existing 
conditions. I recollect a time, of course—I was then at 
the head of a bank—when 3^2 mortgage debentures were 
above par. I was at that time the manager of the Asso
ciation of Silesian Banks, and it was not only the banks, 
but also the central institutions of the agricultural credit 
associations (Landschajten) that were engaged in the con
version of the 4 per cent mortgage debentures, which were 
then above par, into 3 X  per cent debentures. At that time 
even the 3 1/ 2 per cent mortgage debentures fetched some
thing above par, so that to the owners of landed estates 
the conversion was a profitable transaction, while the 
holders of the 4 per cent debentures, who only got par in 
the conversion, lost the amount of the premium, so that 
they felt a little sick over their investments. This was in 
the years 1887-1889. At that time I cautioned the owners 
of property with whom I was acquainted not to force the
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conversion, but who could find fault with the people for 
wishing to convert 4 per cent obligations into 3 ^  per cent 
obligations, in which operation they even got something 
into the bargain out of the premium on the 3 ]/2 per cent 
debentures ? All this, however, had the effect of rendering 
the public very skeptical in regard to mortgage debentures, 
and I believe that when once the stream of money which 
represents the capital of the common people has been 
turned aside in some new direction it gets to be a very 
difficult matter, unless some very unusual inducements 
are offered, to bring it back into the old channels. This 
ought, however, to serve as a warning to proceed cautiously 
with such measures as are intended to effect a sort of com
pulsory reduction in the rate of interest allowed on capital 
that has assumed the form of deposits.

I am, therefore, of opinion, gentlemen, that if the banks 
are compelled by any regulations that we may contrive 
to introduce a lower rate of interest on deposits, we shall 
not succeed thereby in inducing people to invest their 
deposits in consols, government loans, or other similar 
obligations. This could be accomplished only through 
the education of the public and it can and will be accom
plished only when the prices of speculative stocks, shares, 
and industrial securities decline. When the public, which 
just now is making money by the purchase of stocks 
through the advance in their prices, will have realized 
through experience that it is exposed to losses in a still 
greater measure through a decline in stocks, then it will 
turn once more to investments that yield an assured rate 
of interest and where the fluctuations in price are slight 
and there will consequently be a greater demand for
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government obligations, mortgage debentures, etc., while 
at present the efflux or sale of bonds is still on the increase.

It is a matter of regret to me, gentlemen, that Herr 
Raab should have referred again yesterday in especially 
acrimonious terms to the difference between agricultural 
credit and industrial credit and to the discrimination 
manifested by the banks with respect to them. It is 
only a very perverted view that can make a person imagine 
that the credit banks are not inclined to grant credit to 
the agriculturists in so far as they are in need of it and to 
grant it under the same conditions, of course, as would 
obtain in the case of any other class of applicants. I can 
assure you that the Association of Silesian Banks, of which 
I was the manager for nearly ten years, was particularly 
anxious to do business with agriculturists and agricultural 
concerns. Such a thing would in reality be impossible as 
the banks being disinclined on principle to grant credit 
to the owners of land. But on the other hand, it is easy 
to understand that it i§ not the business of the banks to 
be running after agriculturists and to be overanxious to 
cater to the wants of agricultural credit. Neither is agri
cultural credit particularly in need of it. What other 
branch of human activity is there that has so many and 
such efficient credit institutions as agriculture ? The entire 
demand for credit based upon the security of landed prop
erty is met by the excellent agricultural credit associations, 
the Tandschaften, which, so far from my being opposed to 
them—I was myself for a long time a syndic of one of these 
Landschaften—I consider extremely beneficial. They fully 
satisfy such needs and in the cheapest manner. Then 
why should the credit banks be expected to go heavily
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into the business of loaning money on mortgage to agri
culturists ? The agriculturists have, besides, various kinds 
of loan banks and their cooperative credit associations 
(Genossenschaften), which fully suffice to meet the cur
rent needs of agriculturists in the way of credit. The 
banks can not think, therefore, of applying an espe
cially large sum of money to the particular needs of agri
cultural credit, and I consider it a great mistake to call 
the banks to account for this, to bring it up every little 
while, and to keep repeating that the banks and industry 
are hostile to agriculture.

The mistake is all the greater when people assert that 
our nonagricultural industries inflict direct injury upon 
the country by employing an enormous number of foreign 
workmen. Yes, gentlemen, but is not agriculture doing 
precisely the same thing, and is not Herr Raab aware that 
industry, at least the mining industry of Upper Silesia—I 
am not in a position to say anything about the other 
provinces—can only obtain foreign laborers through 
the Central Agricultural Bureau. The Central Agricul
tural Bureau alone is authorized to make out papers for 
foreigners who are to be employed as laborers in Silesia. 
To charge industry with employing foreign laborers and 
to denounce it on that account as unpatriotic in its tend
encies I think is altogether senseless and I thought I 
would take this opportunity of protesting emphatically 
against it.

The assertion was likewise made, and in particular, I 
believe, by Herr Raab, that the export industry is ex
tremely harmful. I should not care to dwell upon this 
matter, inasmuch as I believe this view is unfortunately
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shared by all kinds of people, and the moment an individual 
entertains the notion that our industries ought to cater 
only to the domestic market and not to be permitted to 
extend their sphere beyond it, there is simply no use in 
arguing with him. There is every reason for our desiring 
an export business and we need it especially for cheapen
ing our productive processes and in order better to satisfy 
the needs of consumption.

I should like to say, furthermore, that the attitude of 
our industries has never been inimical to agrarian inter
ests. In the tariff discussions in 1892 an understanding 
was arrived at between the representatives of our indus
tries and those of agriculture to the effect that the tariff 
should be shaped in accordance with the scheme that had 
been introduced in the Reichstag. Which side was it 
that broke this agreement? Industry kept its pledge 
strictly, while the agrarian interest at the last moment— 
it was Herr von Kardorff, who was at the time one of its 
representatives—threw out that part of the tariff which 
concerned the branch of manufacture that needed pro
tection most, the construction of machines, which was 
endangered more than any other manufacturing industry 
by American competition, and it is agriculture that has 
always given the preference to the poorer American 
machines, as long as they were cheaper, over the more 
carefully constructed domestic machines.

I have expressed my opposition to the interference of 
legislation with the principles, methods, and organization 
of our deposit and credit banks merely because I am con
vinced that laws and rigidly laid down norms can only do 
harm and that such norms can never be so formulated
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v i i

as to be of any use or capable of being enforced. Herr 
Roland-Liicke adduced several illustrations yesterday 
to show that the scheme, theoretically so well conceived, 
of dividing the money placed in the banks into deposits 
and savings is practically almost worthless and in any 
case hardly feasible. But it is not my purpose to dwell 
upon this subject. There is another matter, however, to 
which I should like to refer once more. I consider it 
eminently wise—and therefore I concur altogether with 
the various expressions that we have heard to this pur
port—that in every branch of banking and in all the activ
ities of our industry we should observe moderation and 
never lose sight of the fact that there is such a thing as 
hard times, which may come sooner or later. Such mod
eration need not, of course, go so far that in our everyday 
arrangements we should constantly be making provision 
against possible crises. That would not do; it would be 
a sheer impossibility. I am gratified to find, however, 
from the statistical tables submitted to us that in the mat
ter of the ready convertibility of resources into cash, 
with reference to ordinary conditions—it is only for such 
conditions that we can provide, and then we must make 
ample provision—all necessary precautions have been 
observed. I do not object to seeing every means em
ployed, capable of influencing the public, that shall give 
effect to this admonition in the direction of moderation 
and restraint, excepting legislative interference.

In this expression of my opposition to legislative meas
ures, this negative attitude which I assume is not an abso
lutely negative one; I can not be accused of doing nothing 
more than criticising and saying that we had better not
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do anything in this matter. No, gentlemen, I am only 
warning you against such measures as I consider harmful. 
I have been speaking of the influence of public opinion, 
but I have been thinking also of the influence of the 
Reichsbank. The Reichsbank, with its numerous main 
and secondary offices and the committees constituted in 
connection with these offices, is capable of exerting a far- 
reaching and effective influence in the matter of regulat
ing the granting of credit, and I declare myself to be 
heartily in favor of such regulation, but I do protest most 
emphatically against legislative regulation, and I must 
add that I can not recognize the force of the arguments 
adduced by Doctor Wagner yesterday in support of such 
regulation.

There is one matter still to which I should like to refer. 
The question was asked yesterday—I believe it was Doctor 
Wagner who put it, and Herr Raab spoke to the same 
effect—Why not have a bureau of supervision in connection 
with the banking system? I myself mentioned in my 
first statements, which I had the honor to address to you 
two days ago, that the notions in regard to economic con
ditions had changed materially in the course of the last 
thirty years. I laid stress upon the fact that the former 
notions regarding the untrammeled activity of the indi
vidual producers had been supplanted by a demand for a 
complete public control over every species of industrial 
activity. On the other hand, I called attention to the fact 
that this unhindered activity, which was allowed free scope 
for about forty years, had shown splendid results, which 
are still before our eyes, and that we can not be sure 
that the guardianship or supervision on the part of the
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Government which it is proposed to introduce everywhere 
will exhibit in like manner the beneficent results that 
people anticipate.

Someone remarked further that, as we have already bu
reaus of supervision in connection with insurance com
panies and mortgage banks, there is no sense in stopping 
short right there. Regarding this I have already expressed 
my opinion to the effect that there is in reality a tech
nical and juridical consideration that impels us to stop 
short just at this point. The insurance companies and 
mortgage banks are unlike banks of credit in that their 
business is conducted on an entirely different basis and 
that they occupy a sort of privileged position with respect 
to their relations with the Government, inasmuch as the 
mortgage banks are allowed to issue debentures, something 
interdicted to the banks of credit, and the insurance com*- 
panies are allowed to accept money for which a return is 
to be made under certain conditions after the lapse of an 
indeterminate number of years.

If, therefore, these technical considerations seem to 
justify governmental supervision in the case of mortgage 
banks and insurance companies, we have no right to infer 
therefrom that we might as well take a further step, as a 
logical sequence, and place the credit banks under a 
bureau of supervision. But above all, I must beg you, 
gentlemen, to try to draw evidence from your own notion 
of the benefit that has resulted from this governmental 
supervision in the case of mortgage banks and insurance 
companies. Such supervision, in the case of the insurance 
companies, as is clearly shown by several instances of 
which I have heard, but into the details of which it is

320

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 -  9
needless for me to enter at this moment, has even come 
down to a sort of petty pedantry. Nor have we been 
able to observe thus far the least advantage in regard to 
the mortgage banks, and the best thing about govern
mental supervision has been that it has refrained as far as 
possible from making itself felt. As a matter of fact, it 
has hardly been exercised to any extent and has usually 
been restricted to the presence of the government com
missary at the meeting of the supervisory council. Where 
the activity of the mortgage banks was permitted to 
remain undisturbed, these institutions fared best. We 
have seen, indeed, in the case of the collapse of two 
mortgage banks which were under state supervision, that 
this supervision did not avail in the least It was remarked 
that these two mortgage banks, which were sister institu
tions, loaned money in very large measure on vacant 
property and parcels of land that could not be made to 
yield anything. One of these institutions, when it was 
about to get its debentures listed on the exchange, made 
a trade with the other, exchanging its building-lot 
mortgages for house mortgages, so that the debentures 
that were about to be issued appeared to be well secured. 
When the listing of the debentures of the one bank had 
thus been effected, this bank exchanged its house mortgages 
for the building-lot mortgages of the other, so that the 
latter was now also able to show that it had house 
mortgages as the basis for the issue of its debentures, and 
in this way succeeded in having them listed. All these 
operations could be carried on in spite of governmental 
inspection, but, of course, it wasn’t long before the two 
mortgage banks closed their doors. Such, gentlemen,
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was the result of state supervision viewed negatively. As 
to its results in a positive sense, I have never seen any.

I believe, therefore, gentlemen, that you will have to 
come to the conclusion that state supervision even in the 
case of such kinds of business as really call for super
vision is of hardly any use. The belief in governmental 
supervision involves the notion that it is the government 
official who is all-wise, while just recently a strong desire 
has been expressed to allow the business spirit and the 
business man to exert their influence in the sphere of 
administration. This is a contradiction that ought to 
give occasion to very serious reflection and which should 
induce those men who from their high vantage point exert 
such an extraordinary influence on our whole economic 
life to consider carefully whether it is really likely to be 
in the interest of the public welfare to proceed so vehe
mently with the scheme of governmental regulation of 
the business of the credit banks. I am convinced that 
this is not the case, and therefore I must admonish once 
more in the most urgent manner against a resort to 
legislation.

Doctor R i e s s ER . Gentlemen, I  wish first of all to take 
the liberty of handing you my written opinion. I beg 
those members who may not yet be in receipt of it to 
get a copy from me. I should like to avoid having to go 
over all the particulars in this very detailed opinion. 
My written opinion covers the same ground as the section 
devoted to the question of deposits in the third edition, 
about to be published, of my work on the history of the 
development of the great banks. I have supplemented 
and rewritten this section with reference to the latest
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publications and the expert testimony that we have 
heard, and I trust that this written opinion, in spite 
of the fact that at the time I was recasting it the question 
sheet was, of course, not yet at my service, will be found 
to deal with every point submitted to us. I shall 
therefore confine myself to the observations which I 
am prompted to make with reference to what has been 
said thus far in the discussions of this commission, in 
which I have not yet had the floor. I should like above 
all to reply to the statements of my esteemed neighbor, 
Doctor Wagner, who was absent yesterday afternoon, 
for which reason I requested our president to allow me 
to defer my speaking until this morning, when it was 
to be expected that Doctor Wagner would be present, 
which, I am glad to see, is the case.

If I consider it quite necessary, gentlemen, to say a 
few words in the way of an exposition of my views in 
response to the views expressed by his excellency, Doctor 
Wagner, whom I shall take the liberty henceforth, for 
the sake of brevity, of calling by the name which his 
eminence as a scholar has rendered so famous—Adolph 
Wagner—it is not necessary for me to assure you first that 
the criticism which I consider it my duty to make will not 
detract in the least from the great and deep veneration 
which I entertain for the man whose firm and earnest 
advocacy of his convictions, especially as it has been 
evinced in the recent discussions, affects everyone anew with 
a deep feeling of sympathy [applause] and awakes in my 
bosom particularly a responsive echo. Nor is it necessary 
for me to say a word regarding the imperishable distinction 
that Adolph Wagner has won in a broad field in the domain
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of finance, in political economy,i and in the realm of vital 
statistics, a distinction which will endure long after him, for 
to him the splendid words apply in all their force: “ His 
sleepless nights have lighted up our day.” [Applause.] 
If therefore I am compelled to express my views in 
opposition to those expressed by him yesterday and 
previously on various occasions relative to banking and 
the deposit system, I do so simply because I consider it a 
duty if one has an opposite opinion honestly held and 
with full conviction, to lay it before this body in an 
energetic manner.

Before proceeding, however, I have to make a general 
observation.

What strikes me over and over again in the utter
ances of my esteemed neighbor is the exasperating lack 
of regard evinced by this master in the domain of statis
tical and economic facts, accompanied at times perhaps 
by a lack of knowledge, for the hard and practical exi
gencies which industrial and commercial activities con
stantly impose upon the individual and especially upon 
those in charge of big undertakings and an equally extraor
dinary lack of inclination to weigh carefully the practical 
consequences of theoretical propositions, consequences 
which often transcend the bounds within which legitimate 
inferences may be drawn from the individual proposi
tion. I urge most emphatically, on the one hand, and 
in this I concur, of course, entirely with Wagner, that 
the practical men of business and in particular the mana
gers of banks shall acquaint themselves thoroughly 
with the theoretical premises which are at the bottom 
of our system of banking and which enter into the
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foundations of our whole economic system. I refer you, 
for instance, to pages 12 and 13 of my work on the great 
banks (second edition), where I declare emphatically— 
and here, too, Doctor Wagner and I are of one mind— 
that it implies a great lack of imagination on the part 
of the head of a bank not to be acquainted with the 
history of industrial crises in all countries and with the 
symptoms which, in their combination, herald an ap
proaching crisis to a careful observer in such a way as to 
enable him to warn those concerned and, as far as possible, 
to take the necessary precautions and adopt counter
acting measures in time, such as will make it possible to 
diminish to some extent the suddenness and perhaps 
also the intensity and duration of a crisis.

But on the other hand—I have repeated this before 
and expressed the same thing elsewhere—I should deem 
it a good thing if by means perhaps of administrative 
or legal provisions it were ordained that no teacher of 
jurisprudence or political economy be permitted to mount 
into his professorial chair unless he had been previously 
engaged for a long time in some branch of business, indus
trial or mercantile. [“ Quite right.” ] I believe that 
both of these things would be of advantage to theoretical 
science and that practice would gain by the former, and, 
furthermore, that by this means better relations between 
the two sides and a more fruitful cooperation—a thing 
badly needed—would be established.

I am prompted to make this preliminary observation 
mainly by the clamor for legislative regulation which 
Adolph Wagner and his whole school are sure to raise 
the moment abuses have come to light in any field or a
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crisis has set in, the fact being that it is immediately 
after a crisis that legislative interference is most to be 
deprecated, inasmuch as there is no time to examine and 
weigh the measures proposed. However thoroughly I 
am personally impressed with the conviction that the 
sterile teachings of the Manchester school embodied in 
the formulas laissez faire and laissez alter are to be de
cidedly rejected, I am just as little edified (please to com
pare the close of my written opinion handed in to-day) 
as was the 2 1-year-old Wagner, whose words I esteem 
just as highly as those of the older, more conservative 
Wagner, by the utterances of those who expect deliver
ance from all sorts of evils only through the intervention 
of the lawgiver, even in the case of the most complicated 
economic questions, without possessing the ability to con
sider or even to imagine the consequences that might be 
involved with respect to our commercial and industrial 
existence, and, above all, the injury that such legislative 
interference might entail in entirely different fields, an 
injury ofttimes worse than the evils for whose suppression 
the legislation is invoked.

This applies in particular to the supervisory bureau 
which Wagner proposed, unfortunately, immediately on 
top of the crisis of 1900. I have not said more than a 
few words about this in my written opinion, and I wish, in 
the way of a supplement, to point to the fact (as men
tioned in my work on the great banks, page 38, second 
edition) that the Credit Mobilier in France was subjected 
to supervisory regulations more stringent than any we 
can imagine, not excepting the bureau of supervision pro
posed by Herr Wagner. The company was obliged every
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six months to hand in at five different offices an abstract 
of its balance sheet (etat de situation) and to submit to 
the minister of finance at stated intervals, or whenever 
called upon, a statement of its accounts and full infor
mation as regards its stock of bills and its operations. 
The operations and the bookkeeping were to be subjected 
to verification by the appointees of the finance minister 
whenever they thought fit, and these officers were to be 
supplied with information regarding the text of all reso
lutions adopted at the meetings, as well as all books, 
accounts, and documents belonging to the company. In 
spite of all this, the Credit Mobilier as you all know, 
collapsed wretchedly.

We also know from a report, which I have inserted in 
my written opinion, coming from the American official 
who has the best practical experience, the Controller of 
the Currency of the United States, that this authority 
frankly admits that as a rule it is only after bankruptcy 
has taken place that the overhauling of accounts has 
revealed (I am quoting literally) the losses sustained and 
the mistakes or crimes committed by the managers.

It is hardly necessary for me to remind the gentlemen 
in this assembly of the fact that our system of chartering 
joint-stock companies, which was based on the same prin
ciple of governmental guardianship, was abandoned, • if 
not solely, at least partially, for the reason that we 
gradually found, after bitter experience, that it was a 
dangerous thing to invest joint-stock companies even 
with the semblance of governmental guaranty through the 
provision of governmental supervision and in this way to 
lull the public through the agency of the State into a 
treacherous feeling of security.
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Still less necessary is it for me to remind you of the 
sad experiences that we had here in Berlin in the year 1901 
in the matter of governmental supervision—the collapse 
of some of our mortgage banks, such as the Pommersche 
Hypothekenbank, the Grundschuldbank, etc. It is a mis
take to believe, as Doctor Wagner himself has affirmed, 
that by means of some such supervisory bureau certain 
kinds of so-called crises might be averted. The rejoinder 
to such a notion is that crises will occur under every eco
nomic system—I want my colleague, Herr Singer, to 
hear this—and not only under the capitalistic system. 
I am convinced that crises, in so far as one can picture to 
one’s self the “ state of the future” will occur there also, 
and I even believe that the germs of severe crises are 
already contained in the very fundaments of this state 
of the future.

A still more serious matter to me is the lack of regard 
to which I have referred for practical experiences and 
premises evinced in Wagner’s theories concerning gov
ernmental activity in the sphere of social improvement 
in so far as they relate to the domain of banking, theories 
which have led some of his followers straight into the 
socialistic camp and which, in fact, as may be gathered 
from the statements made by Wagner yesterday regarding 
the need of regulating production and the possibility of 
regulating the increase of population, can not be distin
guished to any great extent from socialistic theories.

However great the service that in my eyes Wagner has 
rendered—I look upon this as one of his greatest achieve
ments—in having contributed so powerfully to the 
repression of the purely individualistic tendency which
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prevailed for such a long time in this country and which I 
agree with him in regarding as pernicious, I consider the 
doctrines which he has enunciated in such clear terms 
and inculcated in the minds of thousands of listeners con
cerning the functions of the State in the matter of social 
betterment and concerning governmental monopoly as 
altogether mistaken and harmful.

With him I am opposed to private monoply, but I am 
also opposed to a further extension of governmental monop
oly, in favor of which Doctor Wagner recently expressed 
himself at a meeting of the Verein fur Sozialpolitik. On 
the other hand, I agree with him in regard to the necessity 
of repressing purely individualistic tendencies, and indeed 
I asserted emphatically at the time I was chairman of 
the first bankers’ conference at Frankfort-on-the-Main 
(see page 48 of my work on the great banks) that the 
banks with respect to their tasks and their develop
ment were not institutions operating in a purely private 
capacity.

However greatly I am impressed with the fact, gentle
men, that this tendency toward the regulation of social 
conditions through legislation has become more or less 
pronouncedly dominant throughout the whole range of 
our political life mainly through Wagner’s influence-----

Doctor W a g n e r . Y ou overestimate my influence.
Doctor R e is s ER. I must declare that I regard this 

tendency as fraught with dangers much more serious 
than those which the individualistic tendency, which I 
myself have combated, could ever have involved. This 
applies especially to the ardent advocacy of all kinds of 
governmental monopoly, which sooner or later, as Herr
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Raab rightly observed yesterday, is bound to lead to an 
attempt to nationalize the banking system, the leaders 
in which agitation will quitely appeal to the doctrines 
of Wagner. And yet, gentlemen, it is evident to anyone 
who, like myself, regards our official class as about the 
best in the world, that the management by the Govern
ment of industrial and commercial undertakings will have 
the effect of suppressing the most precious, most necessary, 
and the most indispensable qualities which hgve done 
more than anything else to develop our German trade 
and our German industry—the farsighted initiative and 
the spirit of enterprise—qualities of which we are in 
urgent need, and which can never assert themselves fully 
under a regime of governmental operation. For behind 
every farseeing initiative will necessarily stand the Damo
cles sword of the bureau of audit, not to speak of the 
crippling sensation produced by a due regard for the 
better-informed official who is in charge. I am therefore 
opposed to the extension of governmental monopolies in 
fields of industry in which the work that has to be done 
is not solely of a mechanical nature beyond the present 
sphere of governmental operation, except m individual 
cases where cogent reasons can be adduced with reference 
to the public welfare, which, it is needless for me to say, 
I never fail to consider.

Connected with this Wagnerian doctrine, as I have desig
nated it, is the mania for taxation (excuse the expression), 
a mania that knows no bounds, which comes at times dan
gerously close to expropriation and borders therefore on 
socialistic tenets and which is bound eventually not merely 
to suppress all strenuous activity in the direction of
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acquisition but to put an end entirely to the acquisitive 
impulse. With this doctrine is also connected the desire 
for radical social-betterment legislation, the kind that 
Count Kanitz assailed the other day when he spoke of 
social legislation transcending all bounds. Count Kanitz 
is certainly in favor, along with myself and with all of you, 
of every kind of social legislation aiming at the improve
ment of our financial condition and the development of 
our industries to a level where they can compete with those 
of other countries. [“ Quite true.” ] Granted these prem
ises, he is in favor of such social legislation as shall aim to 
assure the future of all who have to work for others. With 
this same doctrine is connected, but in a much more char
acteristic way, the aversion repeatedly expressed by Wag
ner in his emotional manner—as regards the emotional 
temperament, it is hard to say which of us two has most 
of it [laughter]—against our whole present industrial tend
ency; that is to say, against the so-called “ industrializa
tion” which set in and which, indeed, became a thing of 
necessity when agriculture, with the increase in the num
bers of our people, ceased to afford sufficient food and give 
employment to our surplus population. This explains his 
decided aversion to our credit banks, which, according to 
his view, have done much to promote this industrialization.

Now this last, the aversion to the banks of credit, Wag
ner surely can not be willing to admit, all the more so as 
he has repeatedly expressed his appreciation of the serv
ices of our credit banks. The fact is, however, that he 
has never gone beyond this recognition expressed inci
dentally here and there in a sentence, and it is not a mere 
accident that everything that is written against the banks
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appears to him to come from the writer’s “ soul”—he 
mentioned Eansburgh in particular, to whom I shall refer 
again later on—and that in his appreciation of such works 
the critical faculty which Wagner generally evinces in 
such an eminent degree seems almost entirely to have for
saken him. Still less is it a coincidence that a great many 
of his students, and even those who have been engaged in 
the banking business, if they happen to publish anything 
about banking, write under the evident spell of Wagner’s 
nfluence in opposition to banks and bank managers.

He will retort that we who have been engaged for 
many years in the banking business have on the other 
hand laid stress on the brighter side. Of course, this 
is just what we are doing, and when we do so we act 
according to our innermost conviction. For we are 
convinced that our recent extraordinary economic devel
opment is the result not merely of our commercial and 
industrial undertakings, but also in large measure of the 
activity of our banks, and especially our credit banks, 
to whom we owe heartfelt thanks. But then we also 

• bring out their dark side as I have, for instance, done 
in my work on the great banks on nearly every page and 
in nearly every section. This Doctor Wagner has indeed 
admitted in private conversation, but never in public 
and especially not in this assembly. Even in this inquiry 
we have not confined ourselves to any laissez jaire plat
form, and I may perhaps be allowed to say that I in my 
capacity as president of the Central Association of Ger
man Banks and Bankers felt it my duty—you will find 
this stated in the published testimony of the experts—to 
send a written request to the Stempelvereinigung, urging
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the calling of a meeting for the discussion of the question 
as to whether the banks ought not to publish rough balance 
sheets at intervals. I myself was requested by the gentle
men to draw up the report of the proceedings. If I prefer 
the voluntary publication of bank statements to one pre
scribed by law, it is only because there can be no such 
thing as a legally prescribed statement without a legally 
prescribed form of balance sheet, which of course could 
not be easily altered in accordance with changed condi
tions. But it is a characteristic episode that when the 
banks resolved to publish such statements and adopted 
the form of balance sheet employed by the Deutsche 
Bank, which at that time was universally considered 
excellent, this did not prevent the critics who had been 
especially loud in their praise of the statements of the 
Deutsche Bank from exclaiming: “ The rough balance 
sheets of the banks are altogether inadequate.” [Daugh
ter; “ that is the way it is always.” ]

The aversion with which Wagner, as I have said, 
regards our present economic development is the cause— 
or shall I say the effect ?—of his conviction that there has 
been a one-sided evolution in this country along pluto
cratic lines. Yesterday he spoke straight out about the 
“ breeding of millionaires” and evolved the same picture, 
altogether one-sided, in my opinion, which he drew 
repeatedly at the time of the hearing of the experts. 
What I said in opposition to him is given in the report of 
our discussions of 1908, with reference to Points I-V  
of the question sheet, pages 152 and 153 (Berlin, 1909). 
I stated on that occasion in particular that relatively to 
our population there has been a steady increase in the
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number of those who are rising from the class of nontax
payers and entering that of taxpayers; that since 1870 
there has been a pretty steady increase in the number of 
those who pass from a lower to a higher stratum with 
respect to the amount of their taxes; that the deposits in 
the savings institutions in Prussia about doubled in the 
years 1895-1903, that is to say, in nine years; and that 
the deposits in the savings institutions in the German 
Empire, representing mainly the savings of the middle 
and lower classes, amount at present to fourteen or fifteen 
billion marks. In the memorial of the Imperial Maritime 
Bureau, published in December, 1905, under the title of 
“ The development of German maritime interests in the 
last decade,” we read (p. 238) of “ an enormous increase” 
of the income of the people in Prussia, “ in which not only 
the wealthier classes but, to a nearly equal extent, the 
smaller incomes (900 to 3,000 marks) have likewise 
participated.” The aggregate of taxable incomes in 
Prussia has actually increased from about 10,147,500,000 
marks in 1896 to about 15,873,750,000 marks in 1907. It 
is therefore not true that the development that has taken 
place has been merely in favor of individual millionaires, 
and perhaps the fundamental difference between us is 
that I heartily rejoice that we have finally reached the 
point where, in place of the wretchedly small national 
wealth which we formerly had, we behold at last a larger 
affluence extending to every stratum of the population, 
as is especially evinced in the growth of the deposits in the 
savings institutions.

As regards, now, the question of the increase of popu
lation, which Doctor Wagner brought up yesterday, the
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vague intimation of restrictive measures that may have 
to be adopted does not appear to me to be justified, and 
here it will be well, especially with reference to the er
roneous notions of some of the gentlemen here, to call 
attention to the following facts:

The increase of the population in Germany is not due 
to an increase in the birth rate. On the contrary, the 
number of births, relatively, to the population has de
creased in the last decade. [“ Too bad!” ] The increase 
in the population is mainly owing to the very consider
able decrease in the death rate, and to the fact, therefore, 
that, chiefly as a result of our hygienic improvements, the 
number of deaths relatively to the population has d^nin- 
ished at a considerably greater ratio than the number of 
births. But when this relation changes, which must in
evitably be the case sooner or later—for it would seem 
that there must finally be a limit to our hygienic improve
ments, or else, at least, to their effectiveness [“ N o!” ]— 
then, with a stationary or perhaps a rapidly diminishing 
birth rate, this increase in our population which we have 
been witnessing will be arrested without a resort to legis
lation, and it is well that everyone should perceive this 
plainly. [“ Very true.” ] After all this, I understand why 
Doctor Wagner would have us believe that the publication 
which one of his students, Tansburgh-----

Doctor Wa g n e r . N o ; he is not one of my students.
Doctor R ie s s ER. I beg your pardon; I thought he 

was—has brought forth under the (to me) high-sounding 
title “ The administration of the national wealth by the 
banks,” is written with his heart in his pen.

Doctor W a g n e r . What I had in mind was the article 
on deposits and savings.
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Doctor R ie s s e r . The two treatises are closely con

nected, the same course of reasoning being repeated 
throughout. As, however, the former publication bears 
directly upon our subject and, as I am convinced that, 
with the exception of a few points to which I shall advert 
presently, it is from beginning to end partly exaggerated 
and partly false, I shall have to say a few words regarding it.

To begin with, the very title of the publication is mis
leading, for the “ national wealth” is not administered by 
the banks alone but in a considerable measure also through 
governmental operation, and no small part of it is in the 
hands of credit associations, savings institutions, public 
banlft, and other agencies. But in so far as the contents 
of the publication are sound, I mean the parts dealing with 
the mistakes made by the banks in the matter of credit, 
the flotation of securities, etc., mistakes to which I have 
repeatedly adverted in the course of this inquiry—for the 
managers of banks are liable to error as well as other peo
ple—what bansburgh has to say has been expressed 
before by Heiligenstadt, Bernhard, and Bendix in a much 
more thorough-going and effective manner. The fact 
is passed over in silence that the same mistakes or similar 
ones have been committed under every system of banking 
and in every country, and I, for one, am by no means con
vinced that such mistakes would have been avoided if the 
present critics of our banking system would have been 
at the head of our banks. [Daughter.] And as for bans- 
burgh’s indignation, expressed with wearisome reiteration, 
over the alleged fact that the administration of our national 
wealth, or of our “ national working reserve,” as he calls 
it in imitation of Heiligenstadt, that is to say, the entire
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economic condition of Germany is intrusted (I quote 
literally) to “ a dozen men ”—a figure which is a good deal 
of an exaggeration—I can not say that this feeling of 
indignation strikes me as being very rational. For every
where, even within the sphere of governmental operation, 
the chief management rests, and must rest, on the shoul
ders of a few, and the very administration of our country, 
which, if not properly directed, would allow our whole 
economic fabric at once to become a total wreck, has also, 
as a matter of course, to depend upon a single pair of eyes 
or maybe upon two. But suppose the alleged dozen 
individuals, who are, it must be allowed, experienced men 
and experts in their field, and who, I believe, have, on the 
whole, managed very well, were to be replaced or supple
mented, as Wagner, Obst, and Freiherr von Wangenheim 
propose, by, let us say, another dozen of less experienced 
men, constituting together a so-called “ board of control,” 
to whom the original dozen would in a certain way be 
subordinated, then this second dozen, which “ is to see to 
it that our national well-being is regulated,” to quote the 
words of Lansburgh, will have the prime responsibility 
thrown upon their shoulders, and you will be kind enough 
to tell me who is to control the controllers ? [Laughter.] 
But the kernel of Lansburgh’s assertions—and this leads 
us straight and deep into the matter before us—is, as we 
are assured on every side, that the capital placed in the way 
of deposits in our credit banks is not invested in accord
ance with the desires of the depositors. On the contrary, 
it is claimed short-term loans to the banks are converted 
into long-term advances to industrial concerns and, fur
thermore, into new industrial investments. From the
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standpoint, however, not of private, but of public economy, 
which in my opinion also is the only standpoint that can 
afford a proper criterion, the only question in the eyes of 
Lansburgh is as to whether the banks grant credit on bills 
and make advances to those concerns exclusively—I quote 
literally—“ to which the mass of individual creditors of 
the banks would have accorded credit if these individuals 
had been in a position to dispose of their money independ
ently without the intermediary of the banks.” Perhaps 
the depositor—the “ perhaps” on page 20 is changed into 
“ certainly” on page 21—intends after some time to get 
German imperial bonds or to buy mortgage debentures, 
or else to acquire an interest in some business, or possibly 
some of the depositors would have liked to devote them
selves to the retail trade or some handicraft or agriculture.

It ought to be a sufficient answer to this simply to put 
the question: “ How does the author know that?” But 
of course this will not do. The available resources of 
the nation as a whole consist, as Lansburgh rightly ob
served in a nearly contemporaneous article which ap
peared in July, 1908, of a great number of separate small 
sums of money, each of which would by itself remain 
unproductive; sums of money, in other words, that have 
been collected by the painstaking and incessant labor of 
the banks and made available for the general purposes 
of productive industry, and not got together for the 
mere sake of affording dividends, and which—I wish to 
lay special stress on this point—are capable of rendering, 
and do actually render, a much greater service to our 
national economy when administered by the banks than 
they would if they remained in the hands of the individual

3 3 8

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



depositors, or than the aggregate of these individual 
sums would render if each individual by himself—that is, 
without the intermediary of the banks—should try to 
utilize it, something that is altogether impossible. With
out the interposition of the banks the owners of the 
money would therefore not have been able to do any
thing with it, and certainly would not have placed it at 
the service of any business concern, but, as our experience 
here in Germany amply demonstrates, wherever there 
are no banks, or where banks are not allowed to exist, 
they let it lie idle and unproductive. Accordingly, if 
we were, as Lansburgh suggests, to let the presumed in
tention of the depositor guide our action, we should, tak
ing everything together, in all probability not improve 
the present conditions of which he complains, but only 
make them worse.

As you are all aware, however, a large part of our 
deposits at the credit banks is made up nowadays of the 
working reserves of tradespeople and manufacturers and 
of other money not required for immediate use. These 
funds therefore represent the deposits of persons who, 
as a rule, are clever enough to gather, and, in fact, do 
gather, from the annual statements precisely what Tans- 
burgh has gathered from them, namely, that a large part 
of these deposits is utilized in the way of adequately 
secured short-term loans or of advances to industrial con
cerns, etc. But it is evident that these depositors, or at 
least the majority of them, do not object at all to having 
their deposits invested, provided the necessary security 
is offered, in the shape of loans to industrial concerns, 
whether in connection with bills or with accounts current.

B a n k  I n q u i r y  o f  1 9 0 8 - 9
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Were this not the case, they would, on becoming cogni
zant of the circumstances exhibited in the annual state
ment, take their money at once to the cooperative credit 
associations, the savings banks, or to other institutions.

This last proposition admits, indeed, of an interesting 
demonstration, something that in this field is a rare pos
sibility. We have had the testimony of an expert who 
had been connected with savings banks and who told us, 
as he himself expressed it, that it was the universal belief 
of those who were connected with such institutions that 
out of the total deposits about 30 per cent—that is to say, 
about one-third (singularly enough, about the same per
centage as that represented by the ratio of savings to 
the total deposits in the credit banks)—must be regarded 
for all intents and purposes as money temporarily placed 
in the bank, and therefore in its nature is not savings, but 
merely temporary deposits which have been intrusted 
to the savings institutions—I quote literally—“ by per
sons belonging to the middle class or even to a higher 
stratum of the population,”  who—to use the words of the 
expert—“ know perfectly well why they are depositing 
their funds, even if only temporarily, in the savings 
institutions.

But if this is really the case—and we have no reason to 
doubt it—it would show that there are in fact a great 
many people, persons who know just what it is best to 
do with their property, who, when they happen to have 
money which is lying idle for the time being, but for 
which they mean to find ultimately a permanent invest
ment, funds that one would suppose would go to the 
regular banks in the way of deposits, are in the habit of
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taking such money not to the credit banks but to the 
savings institutions, and, strange to say, in exactly the 
same proportion as the ratio that savings deposits bear 
to regular deposits in the credit banks. From this we 
are bound to infer that the same assemblage of people, 
or a multitude of people still better off and having more 
experience in business, who neither take such of their 
money as happens to be temporarily at their disposal to 
the savings institutions nor invest it themselves, but who 
let it lie in the form of deposits in the regular banks, do 
this with a thorough knowledge of the conditions and 
with a full understanding of the nature of the investment. 
This knocks the bottom out of Lansburgh’s whole con
tention that these very people, were it not for the inter
position of the banks, would have applied their money to 
some handicraft, to some manufacturing industry on a 
small scale, or to agriculture, or to the Government.

But I must hasten to explain what the words “ to the 
Government” imply. It has been repeatedly asserted 
that in the last decade, owing to the influence of the 
banks, German capitalists have been investing less money 
in government securities. I can adduce to the contrary 
what is affirmed in Part IV of the documents relating to 
the prbposed reform of the imperial finances, introduced 
in 1909 (printed in No. 1087 of the Reichstag documents, 
p. 249), to the effect that the investing public in Ger
many has shown an extraordinary eagerness and an 
increasing capacity in the matter of the purchase of 
domestic securities, known to be thoroughly safe and 
bearing a stable, relatively low, rate of interest. Under 
such securities are included, of course, municipal bonds,
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debentures of mortgage banks, and other obligations pay
ing a fixed interest; but there can be no question, con
sidering the enormous issue of government securities in 
recent years, that the amount of such obligations in the 
possession of the public at large has been increasing 
steadily in the last decades.

I am coming now to the question, which I have not yet 
expressly answered, as to whether the regulation, that is 
to say, legislative regulation, of the system of bank 
deposits is in the interest of the public. This question is 
not altogether correctly posited, as it presupposes that 
some sort of legislative regulation is already considered 
necessary. We ought to put the question in this way: 
First, as to whether it is in the interest of the public 
that the system of bank deposits should be constituted 
on a sound basis, and, secondly, if this is declared to be so, 
as to whether legislative regulation is calculated to remedy 
such evils as are known to exist. The first question I 
should unreservedly answer in the affirmative. It is 
decidedly in the interest of the public that there should 
be a healthy development of the deposit system, and, 
along with it, a healthy development of the whole credit 
system. In regard to this I have no doubt whatever.

With reference to this matter, there are certain points 
to which I am going to call your attention. I must say, 
first of all, that in many respects I concur with the excel
lent treatise of Herr von Lumm, entitled “ The position 
of the banks of issue in our present economic system” 
(Berlin, 1909). I have no doubt that the increase in the 
funds intrusted to them has done a vast deal in the way 
of enabling the credit banks to grant credit, in all its
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various forms, especially in connection with acceptances, 
bills, accounts current, and the pledging of collateral. It 
appears incontestable to me that this circumstance may 
have certain unfavorable results for the Reichsbank and 
therefore also for the public in so far as it might cause 
some of the paper that would otherwise have gone to 
the Reichsbank for discount to be diverted to the credit 
banks and thus weaken the influence that the Reichsbank 
can exert upon the discount market, which in turn might 
interfere with the activity of the Reichsbank in the 
matter of discounts and with the direct effectiveness of 
such activity. This again may result in certain differ
ences between the bank rate and the private rate of dis
count, although our banks—it is well to lay stress upon 
this fact—are very anxious, and have always been very 
anxious, to comply, as far as possible, with the wishes of 
the Reichsbank, especially in what concerns discounts 
and the currency.

It has undoubtedly happened that through the exporta
tion of capital to foreign countries by means of long-term 
credits the stock of gold in the Reichsbank has been 
reduced at particularly unfavorable times, just when the 
strain upon the Reichsbank, caused especially by the 
withdrawal of gold, has been unusually severe, as, for 
example, at the quarter days, when the difficulties of the 
situation are, of course, increased.

I have very little doubt finally that the substitution 
for cash of other instrumentalities of exchange, as those 
furnished by checks, clearings, and the system of postal 
drafts, can have a twofold tendency to alter the status 
of the credit banks with respect to the Reichsbank and
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to increase the power of the former in the matter of the 
granting of credit and particularly with respect to the 
discount business. For every reenforcement of the 
methods that reduce the volume of cash payments (in 
particular the increased use of checks) restricts the use 
of bank notes, and in addition every amount of cash that 
is not required in the making of payments is naturally 
set free for the purposes of credit and therefore strength
ens the credit banks and weakens the Reichsbank in 
its capacity as a granter of credit, which may have the 
effect of weakening the institution in its capacity as a 
discounter. If then we are forced to admit unreservedly 
after unprejudiced consideration that the public has a 
very active interest in the question of the healthy devel
opment of our system of bank deposits and of our credit 
system, it is nevertheless necessary for me to call attention 
to the following aspects of the matter before us:

In the first place the phenomena I have mentioned, 
however little I am inclined to underestimate their 
importance, are not to be ascribed exclusively to the 
activity of the banks in connection with deposits. They 
are frequently due to altogether different causes, in par
ticular to the solidarity of the money markets, of which 
Herr von Tumm has spoken. The necessary result of 
such a solidarity is a constant rise and fall in the demand 
for money and credit in the various countries, depending 
on the condition of their international balance, move
ments that could not be affected by any kind of legisla
tion on the part of any single country. These very same 
manifestations, as Herr von Lumm remarks in his pub
lication, have been observed on a much larger scale in
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France, which has likewise a mixed banking system, and 
on quite a vast scale in England—that is to say, under 
a system of pure deposit banks. Moreover, a certain 
improvement in the situation will be brought about 
by a strenuous adherence on the part of the Reichsbank 
to its policy in regard to foreign bills, which has already 
been put into operation with satisfactory results, as 
well as by the enlargement of the surplus, and finally, as 
I believe, through the large sums that will gradually find 
their way to the Reichsbank through the management 
of funds intrusted to it in connection with the post-check 
and postal-draft systems. In like manner the credit 
banks will proceed, and in fact will be compelled to pro
ceed, in a constantly increasing measure to keep the 
demands of industry as far as possible within bounds, and 
it is in this, gentlemen, that I find the chief advantage 
in the publication of voluntary rough statements that 
they evoke not merely the criticism of the public—we 
know very well that not everybody can make head or 
tail out of a balance sheet—but likewise the mutual 
criticism of the banks, and in this way will tend to the 
development of general principles in the matter of the 
granting of credit and of certain traditions in this domain.

For this, however, there is no need of legislative inter
ference. As chairman of the Central Union, however, I 
should like to see the cooperation of the Reichsbank 
exerted in the direction of compelling all the banks to 
follow the example set by the “ great banks,” so that a uni
formity in banking methods shall result. I have no doubt 
that with a little pressure in this direction this result will 
be achieved. I have observed that the publication of the
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bank statements is in part responsible for the remarkable 
fact that the condition of the banks with respect to 
fluidity has actually improved during the past year, 
and indeed a better condition was already revealed by the 
statements of December 31, 1908 (events having cast 
their shadows before them), an improvement which, of 
course, is due to various causes and more particularly to 
the relaxation of the strain produced by inordinate 
industrial expansion.

The keeping of industrial needs within bounds is some
thing, of course, that is dependent only to a limited extent 
upon the banks. Privy Councillor Kirdorf, certainly one 
of the best authorities 011 this subject, said at the meeting 
of the Verein fiir Sozialpolitik at Mannheim: “ Formerly 
it was industry that used to run after the banks; now it 
is the banks that are running after industry.” And indeed 
this change has been taking place on a large scale.

I shall now ask you, gentlemen—and this is to be the 
close—to permit me to refer in a few words to the position 
which I find is assumed in the pages of the Statistische 
Zusammenstellung, and I beg that the management of 
the Reichsbank will listen to what I have to say with the 
same indulgence with which, in the previous meetings, 
it listened to our emphatic utterances in opposition to 
the attacks directed against the Reichsbank. Now that 
we have heard that the Reichsbank Direktorium itself 
indorsed the passage to which I, as well as some others, 
objected, I should like to impress upon the gentlemen the 
following. I believe there is not much gained when such 
a body of experts—and there is none equal to it in the 
German Empire—says that “ some solution or other”
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(so it is worded on page 7) must be found, for when it 
expresses itself thus this body does not say much more 
than the whole chorus of those who are not experts, but 
who nevertheless consider that they are called upon to 
make some suggestions in this difficult field and who say 
simply that “ something or other” has to be done. I 
regard it indeed as harmful, in that everyone, after this, 
who comes forward with some practical suggestion in 
the matter of legislation will say: “ That something has to 
be done in the way of legislation is admitted by the 
Direktorium of the Reichsbank itself.”

A V oice. No, no!
Doctor RiESSER. It is distinctly asserted that some 

solution or other of this problem must be found.
A Voice. But not by means of legislation.
Doctor RiESSER. Turn to pages 8, 23, and 62.
A V oice . Not legislation!
Doctor RiESSER. The problem for whose solution we have 

been called together is the very question as to whether a 
solution in the way of legislation is possible and desirable. 
If, therefore, we read that “ a solution” must be found, 
this misinterpretation is almost forced upon one, for on 
page 28 it is distinctly stated: “ if the intervention of 
legislation should be considered fundamentally desirable.” 

A V oice. If!
Doctor RiESSER. Very well, I yield the point. But at 

least you must allow that the misconception to which the 
words used would lead me is one likely to arise, especially 
as the declaration that “ some solution or other” must be 
found signifies still less if a solution by means of legisla
tion is not meant. I rejoice, however, to know that my
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interpretation was erroneous. I should like to call your at
tention to the fact—and I am saying this to the gentlemen 
who are ardently in favor of any sort of a harmless legis
lative measure—that every bill introduced in the Reichstag 
is capable of at once changing its character; in other words, 
that one can tell just how a bill gets into the Reichstag, 
but never knows how it is going to come out from the 
Reichstag. [“ Verytrue.” ] And, considering the prevail
ing tendency, it is not at all impossible, as far as I can see, 
that during the discussion of a bill in the Reichstag a whole 
lot of things will be tacked onto the instrument for which 
no one in the Government and no one in this assembly 
will want to assume the responsibility. And don’t forget, 
gentlemen, that this may happen at a time which I regard 
as the most critical for our industry. On the one hand, 
the United States is trying to get hold of the entire trade 
of Central and South America and to keep Europe out, 
and on another side, protection and imperialism in Eng
land and elsewhere are menacing us. To me these things 
signify a hard struggle for our industry. But if you 
should through any sort of legislative measures—one can 
never calculate in advance with any certainty just what 
effect, for good or for evil, industrial legislation will have— 
proceed to injure our banks, which above all are to sup
port our industry in this struggle, then, gentlemen, you 
will yourselves be sawing off the bough on which we are 
seated and attending to the business of these foreign 
countries, who will be rejoiced to see that, even while we 
are trying to protect our interests, we have been weakening 
ourselves. We must not let things come to such a pass. 
Nor can we afford to get down to the English one-reserve
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system, to which some of the propositions before us would 
lead straightway, a system against which the English 
themselves have of late raised the most serious objections. 
I believe that this commission ought to make it its especial 
task to warn the Nation in the most emphatic terms against 
legislative interference, while we ourselves are all in duty 
bound, each in his place, to try to dispel more and more 
the main apprehensions in so far as they are justified—that 
is, the doubts with respect to the fluidity of the banks. 
I am absolutely convinced that if every one is willing to 
do his share this can be and will be accomplished, and I 
hope that the voluntary publication of rough balance 
sheets will in course of time exert a salutary influence 
in this direction.

Mr. G o ntard . The reason, gentlemen, why I have taken 
the floor is because some one has had the kindness to tell 
me that I had hitherto been dealing with general prin
ciples, and, while expressing myself as one who would be 
in favor of legislative regulation, had not submitted any 
definite proposition. I should like, on this account, to 
revert again to the subject. I wish to say in advance, 
however, even at the risk of being misunderstood, that 
after my debate yesterday with Herr Schinckel on the 
question of the fluidity of the great banks I got together 
in the evening, at my quarters, of course, copious mate
rial bearing on the subject. The Reichsbank itself has 
spared me the trouble of producing it. In the publica
tion that I received day before yesterday—that is, after 
the statement which Herr Schinckel assailed—entitled 
“ Zur Bilanzstatistik der Deutschen Banken,” you will 
find, on page 44, the following:
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“  In connection with the great contrasts presented by the conditions with 

respect to fluidity, it must be observed that the liabilities of the great 
banks ha ve attained extraordinary dimensions and these institutions must, 
therefore, direct their attention in an increased measure to the matter of 
fluidity.”  And farther down there is this sentence: “  In the case of indi
vidual banks there is a considerable deterioration in the condition with 
respect to flu idity.”

Now, I am aware that if I present this matter without 
regard for the connection in which it appears, it will 
produce a different impression from that produced when 
the book is read. In addition to this, what is in the text 
has reference to a particular time. I believe, however, 
concurring with Herr Schinckel, that we are justified in 
considering that the fluidity of the banks ought to be 
greater than it has hitherto been. I have nothing more 
to say with respect to this subject.

With reference to my introductory sentence, I wish to 
say that I have intentionally refrained from tackling. Part 
II of our programme. In the course of our discussions 
new arguments may be presented that will cause me to 
change my views, and my actions have been prompted 
in particular by a passage in the publication of Herr von 
Lumm, which has just been mentioned.

On page 40 we read:
On this account the suggestion has come from various quarters that the 

Reichsbank be allowed to take interest-bearing deposits, a proposition 
which, if carried out, would undoubtedly produce a far-reaching effect 
with respect to our whole credit system.

Then, on page 41:
In any case, this very complicated question, in spite of the objections 

that, not without reason, present themselves, deserves serious consideration.

I have imagined all along that the question of the 
taking of interest-bearing deposits by the Reichsbank
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had been definitively settled, but I perceive now that there 
may be aspects of the matter that are novel to me.

For the time being I am of opinion—without wishing to 
commit myself—that we can not do anything further at 
present in a legislative way than to require the publica
tion of balance sheets in accordance with a most liberal 
scheme. As to what is meant by the word “ liberal,” 
there may be very different opinions. We have, on the 
one hand, joint stock banks, which are obliged to publish 
balance sheets, and, on the other hand, we have private 
banks, which are not obliged to publish any. A great 
question arises, then, one in which the justice of the 
matter is involved, the question as to what is to be done 
with the banks—I mean the smaller banks—that are not 
obliged to publish their balance sheets, which undoubtedly 
in many cases, if they were compelled to publish them, 
would have to suffer the worst consequences. It has 
occurred to me that perhaps the private bankers might 
be permitted to hand in their balance sheets to the Reichs- 
bank. This would be in line with the endeavors in the 
direction of investing the Reichsbank with greater powers— 
I mean to say, the effort that is apparently being made 
to constitute the Reichsbank a source of information in 
matters of credit. The scheme would not work, however, 
inasmuch as in the eyes of the public a sort of responsi
bility would have been shoved upon the shoulders of the 
Reichsbank. No institution that receives such statements 
would be willing to assume the responsibility. There is 
the crucial point. It might be practicable, perhaps, to 
let the listing committees which wTe have at the exchanges 
undertake the business of receiving these statements.
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Count K a n it z . A fine job it will be.
Mr. G o ntard . I am perfectly aware that these listing 

committees are made up of our bankers. I must say, 
however, that I have the utmost confidence in the char
acter and ability of the bankers who are in charge. The 
listing committees are composed entirely of experts. 
There is an official present whose sole function, however, 
is practically to see to it that business is transacted in 
accordance with the rules and regulations. The really 
difficult question, however, is: What is to be done where 
balance sheets are handed in that make a poor showing ? 
Shall the listing committee go so far as to recommend 
bankruptcy proceedings or to adopt repressive measures— 
as for example, the exclusion of certain persons from 
the Bourse? I can see that there are the gravest objec
tions, and I am anxious above all to get the opinions of 
others, especially of the gentlemen constituting the listing 
committees.

Nothing is further from my thoughts than the desire 
to injure the great banks in any way. As far as my sug
gestion is concerned the great banks, so called, would 
not, as a matter of fact, be legally obliged to do anything 
else than what they have all along been doing, in part, 
of their own accord. What I fear is that the voluntary 
accession of the other banks to the policy pursued by 
the eight leading banks located here (at present the Ber
liner Handelsbank alone is not represented in the publi
cation of the statements), which Geheimrat Riesser seems 
to anticipate, is not going to take place. I am by no 
means inclined to the view, however, that it is absolutely 
necessary that this inquiry shall show practical results.
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I know perfectly well that when the matter gets into the 
hands of the Reichstag it is quite possible that some mis
chievous regulations will be enacted. I earnestly hope 
that something practical will be done.

Mr. S in g e r . I should like to make a few remarks, gen
tlemen, with reference to what Count Kanitz and Doctor 
Wachler have said. I had not supposed that I should 
have to take the floor again in the general discussion.

To begin with the statements made by Count Kanitz, 
I had begged that gentleman, who had allowed an error 
to slip into his address-----

A Voice. That was corrected yesterday.
Mr. S in g e r . Thank you; then this matter is settled.
Well, then, I shall proceed now to discuss the exposition 

of his views made by Count Kanitz, which culminates in 
the statement of his conviction that our social legislation, 
the partisans of which, he asserts, know not where to stop 
short, has contributed materially to the crippling of our 
industry and agriculture, having resulted in rendering our 
production incapable of competing in the world’s market. 
I must say that he even dropped a kind word to the effect 
that he did not care to talk with reference to agriculture, 
but that he and his friends, as agriculturists, had made 
similar remarks on other occasions.

I am willing to admit that in the general discussion a 
tendency in the direction of this thesis can be detected, 
but I am ready to assert that the statements of Count 
Kanitz by no means bear out the conclusion that the 
troubles of our industry and our agriculture would be 
removed by restricting the legislation in behalf of social 
improvement. I deny emphatically that the tide of
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social-betterment legislation, which, in the words of 
Count Kanitz, “ knows no shores” and the laws relative 
to insurance have in any way rendered industrial under
takings increasingly difficult. I am going to take the 
liberty of adducing a few figures in favor of my contention. 
The fact has been established that the entire cost to the 
capitalists engaged in industrial undertakings of our 
social legislation is io pfennigs per day for each employee. 
I am, of course, not in a position, and time would not 
permit, to lay before you the detailed processes of this 
calculation, but I refer the gentlemen to what has appeared 
in print relative to the subject. We have discussed this 
question in the Reichstag also. My data do not admit 
of dispute, and I beg you to tell me whether you think 
that, considering the profit that industry derives from 
those who work for it, there can be any talk of such a 
thing as a tax of io pfennigs per day and per worker 
being an incubus on industry. I believe one has a right 
to say that an industry that is not capable of caring for 
the life and health of its laborers, which is not in a position 
to guarantee an adequate support to those of its laborers 
who have become disabled, or to secure those who have 
been incapacitated by age against care and want—an 
industry, I say, that can not bear such burdens is not 
worthy of existence. Everyone ought to protest vehe
mently against the assumption that the state of our 
industry renders it in any way necessary to restrict or 
retard the social-betterment legislation.

I am grateful to Doctor Wagner for having, as soon as 
these statements were uttered, proceeded at once to 
refute the charge that the social-reform legislation was
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responsible for the abuses in the credit system. Who 
can, in fact, in the face of the existing conditions 
speak of a tide of social legislation that “ knows no 
shores?” Whosoever has been following with open eyes 
the course of such legislation, ever since the time when 
the need of legislation in this field began to be recognized, 
must admit that in the last few years one brake after 
another has unfortunately been applied in order to block 
the laws and regulations required for the life and health 
of the working classes.

I should like to avoid, gentlemen, going too deep into 
this matter; but, in the face of the statements of Count 
Kanitz, the fact has to be made perfectly plain that social- 
betterment legislation—thanks to the powerful influence 
exerted by our industrial interests upon the Government— 
is at a standstill. The heads of our industrial establish
ments are engaged in the business of stopping the further 
progress of such legislation. It is reversing the facts of 
the situation to come forward with the assertion that the 
burdens of social legislation have brought about the hard 
times in the industrial trades and in agriculture. And, 
indeed, I can not conceal the circumstance that some of 
the statements of Herr Wachler, with whom otherwise I 
am able to agree in regard to many points, have made me 
very indignant and have affected me very painfully by 
reason of their inaccuracy. How the learned gentleman 
would have us believe as an actual fact that our insurance 
laws are extremely detective in that they are unable to 
guard against or prevent the fraudulent acquisition of 
annuities is a downright mystery to me. I should like to 
ask the gentlemen present to demonstrate to me where
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and how the fact is made patent that, not reckoning indi
vidual cases that may possibly occur, there is a system of 
fraud in connection with annuities that would justify such 
an assertion. Doctor Wachler has plumed himself on 
being a man engaged in the practical business of life. 
That may be, but he surely can not pretend that this is 
included in his field. If Doctor Wachler would take the 
time to inquire closely what it is that is actually going 
on in the domain of insurance legislation, if he were to 
follow the various processes, and if he were to try to un
derstand all the decisions of the imperial bureau of insur
ance and of the courts, the medical opinions, and, in 
short, everything that is brought to light by those whose 
business it is to investigate such claims to annuities, it 
would be utterly impossible for him to assert that the 
fraudulent getting of annuities takes place on a scale that 
justifies complaints in regard to the intolerable burdens 
imposed upon industry. This charge—I trust you will 
not take it ill, my esteemed Herr Wachler, if I speak 
thus—is based on nothing, for there is nothing in the 
actual facts to prove it. Of course, isolated cases of this 
kind may have occurred. But whosoever is familiar 
with the precautions used by the heads of establishments 
and their confidential physicians, as well as the decisions of 
the courts and those of the imperial bureau of insurance, 
and whosoever knows with what painstaking care each indi
vidual case is investigated in the interest of the union 
with reference to the possibility of reducing the claim by 
io or 20 per cent, must come to the conclusion that the 
broad assertion of Doctor Wachler is not substantiated 
by the facts in the case.

N  a t  i on a l M o n e t a r y  C o m m i s s i o n
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The longer our discussions last, gentlemen, the more it 

becomes apparent that in the domain of credit also we 
have to deal with a conflict between the agrarians and 
the industrial trades. Our gentlemen of the farm regard 
with invidious eyes the credit accorded by the Reichs- 
bank to industry and demand of the Reichsbank cheap 
credit for agricultural production.

We have a great interest in this question, gentlemen, 
from the Social Democratic standpoint, because the wages, 
the living conditions, and the employment of the laboring 
class are greatly affected by it. With reference to this 
standpoint, you will not be at all surprised when I tell 
you that, on the contrary, we are convinced that it is 
necessary in the interest of the laboring class and in behalf 
of sufficient employment and adequate wages that our 
industry should be promoted by every legitimate means. 
We are obliged, of course, to fight vigorously against the 
repression of industry for the sake of the interests of the 
agrarians, and as long as agriculture is unable to provide 
adequately and cheaply for the sustenance of the great mass 
of the population it is in our interest in every way to insist 
that our industrial development shall not be forcibly 
repressed. The remark which was repeatedly made yester
day to the effect that the domestic market is the best mar
ket admits of being diversely considered with reference to 
the existing situation and altered conditions. If the 
domestic market can be made to afford adequate employ
ment to the population, well and good; let it be so. But 
we can not afford by any means to dispense with the for
eign market if we are to provide the means of meeting 
the necessity of importing foodstuffs and raw products.
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But I find that this argumentation in regard to general 
principles, of which we have had more or less yesterday 
and to-day and which we can hardly regard as justified 
if we mean to stick closely to the question submitted to 
us, is going to lead us off from the actual subject of this 
discussion. [“ Very true.’ ’] I think the gentlemen will 
be thankful to me if I abstain from entering farther into 
the details of the statements that I have been combating. 
I have merely considered it to be my duty to express my 
opinion in opposition to the queer statements of Count 
Kanitz and Doctor Wachler. I trust that I have suc
ceeded, as far as it is possible in such a brief rebuttal, in 
demonstrating the incorrectness of their remarks.

Doctor Wagner has given us a most interesting presen
tation of the causes to which, in his opinion, the evils and 
abuses in our credit system are to be ascribed. I can not, 
of course, in accordance with my views regarding our task, 
enter into a general discussion of all the questions and 
points that Doctor Wagner has dwelt upon. On the other 
hand, it is impossible in a brief reply to deal with his expo
sition in the thorough and adequate manner in which it 
deserves to be treated. There is one thing, however, that 
I should like to say. The appreciation and sympathy 
which Doctor Wagner has accorded to social legislation 
lose much of their force through his attributing the abuses 
of which he complains in part to certain conditions which 
I can not regard as mischievous and pernicious. Whether 
the abuses in our credit system are ascribable to the rapid 
increase in our population is more than doubtful to me. 
I believe that such a charge ought no longer to be enter
tained by the advocates of social-betterment legislation.
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I thought this was a question that had been settled by 
this time. But if it is to be discussed at all the solution 
can not be in the direction of a purpose to check the 
growth of our people. What is demanded, on the con
trary, is such a development as will make it possible in 
the face of an ever-increasing population to provide sus
tenance and employment for all, so as to guard the entire 
nation against want and privation and to enable it to 
perform the tasks imposed upon it by the needs of an 
advancing civilization.

I can not help adverting in this connection to a cer
tain expression that Doctor Riesser has adopted. Doctor 
Riesser in the course of his excellent observations has 
been trying to get the concept “ national wealth” to do 
service for him. I hope you will not take it ill of me, 
gentlemen, if I tell you that anyone who tries to work 
on his audience with the term “ national wealth” appears 
to me like a juggler playing with his balls. Of course, 
no one denies that the national wealth has been increas
ing. But the question is not as to whether a few million
aires have become richer, but as to whether the increase 
in the national wealth means a gain to the people as a 
whole.

A V oice. This has been proved.
Mr. Sin ger , I beg your pardon; this has not been 

proved. Neither can it be proved that the masses are 
participating in the increased national wealth and the 
increased capital and real estate values.

A V oice. How about savings and the ability to pay taxes ?
Mr. Singer. Gentlemen, savings are a subject that 

has to be discussed from the most diverse standpoints.
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The mere fact that savings have increased in amount 
does not demonstrate that the great mass of the popu
lation has grown richer. This is a very erroneous assump
tion, which has indeed something seductive in it, but 
which does not tally with the facts. We ought to 
ascertain first whence the savings come and we should 
find out whether an excessive desire to save may not 
manifest itself at the cost of health, nourishment, etc.

A V oice. How about strike funds ?
Mr. S inger. Strike funds surely do not indicate that 

the national wealth has increased. They are nothing 
else than a necessary means in the conflict between the 
classes, a means in favor of which the laboring men deny 
themselves luxuries that are extremely desirable and 
necessary in connection with their daily life and their 
domestic economy. Capitalist employers are very fond 
of saying: “ The workingmen have no right to complain, 
for they contribute to their treasuries and to other 
organizations large sums to be devoted to the struggle for 
the satisfaction of their class demands, expenses which 
are a great burden to their household budget.”

All I can say, gentlemen, as against these views is 
that the laboring men in making these sacrifices display a 
high order of idealism and that the sacrifices are made 
in behalf of a struggle that is of immense benefit to civiliza
tion. But the only thing I am intent upon showing is 
that the mere circumstance that wealth is being con
centrated and is increasing in the hands of an insignifi
cant minority is no evidence of the fact that the increase 
in the possessions of the rich means the elevation of the 
material condition of all classes.
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A V oice. How about the rise from one class of tax

payers to another ?
Mr. S in g e r . All right, I am willing to talk. In the 

advance from 900 to 1,200 marks we are already at the 
point where we can dismiss the laboring classes. [Con
tradiction.] If you are going to take the so-called “  quali
fied” workingmen, it is possible that an advance from 
1,500 to 1,800 marks may have taken place.

A V oice. Up to 2,000 marks.
Mr. Sin ger . Very well, let it be up to 2,000 marks. 

But then it is only a very few workingmen as compared 
with the whole number. The Prussian statistics of taxa
tion speak volumes about this, with their figures showing 
the number of those who are entered as having incomes 
between 900 and 1,500 marks and the number of those, 
exempt from taxation, whose income is less than 900 
marks. We must bear in mind, therefore, that the ad
vance from a lower to a higher tax class has nothing to 
do with national wealth as far as the accumulation of 
fortunes is concerned. At best, you may say with some 
plausibility that the workingmen who belong to a higher 
tax class are able to procure some additional luxuries for 
their homes. I am willing to admit this. But to adduce 
this factor in favor of the assertion that when a working
man who previously paid taxes on 900 marks now pays 
on 1,200 or 1,500, or, say, even 2,000 marks, he has risen 
to a higher level with respect to the amount of his prop
erty, is laying down a factitious proposition, which is di
rected toward a specific object and which is effective with 
certain people, but which collapses when examined in 
relation to actual conditions.
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I can only repeat, gentlemen, in connection with what 

I said yesterday, that under existing conditions the legis
lative regulation of the deposit business, if not altogether 
impracticable, will in any case be very difficult and 
inoperative. My position—and I agree in this matter 
with Doctor Wagner and his followers—may be stated 
thus: I am not an advocate of the principle of unre
strained and absolutely free competition; I believe the 
State should intervene with its regulatory provisions in 
the interest of the whole people. Free competition, the 
absolutely untrammeled activity of the individual, is 
fround to lead ultimately to anarchy in production. 
That unrestrained production—production that can not 
be kept under control—may conduce to economic crises, 
is undoubtedly a fact. I do not purpose to discuss the 
question of crises. I only wish to say that while I fully 
recognize that it is the business of the State, in the interest 
of the people as a whole, to make regulations affecting 
general social conditions, such as are calculated, among 
other things, to remedy evils in the field of unrestrained 
production, nevertheless I am unable to see—coming to 
the immediate subject of our discussion—that anything 
will be accomplished in the way of eliminating the pre
vailing abuses through a supervisory bureau and laws 
relative to deposits. Doctor Wagner expressed it as his 
opinion that it would be possible by means of restrictive 
regulations and by the enforced reduction of the rate of 
interest on deposits to diminish the flow of money to the 
banks in the way of deposits, which might have the 
indirect effect of curtailing production. I can not say 
whether such an effect would be produced, but what I do
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believe is that a means is suggested here that is bound to 
work mischief. It is a fact which we must not overlook 
that the slight reduction in the rate of interest that 
Doctor Wagner recommends—a small difference, indeed— 
can in reality not produce any great effect. But there 
would in my eyes be a much greater danger to industry, 
which can not> get along without the banking system 
and its credits, in the interposition of obstacles to the 
free activity of the banks. I have repeatedly expressed 
my opinion that the expansion of our banking and credit 
system has largely the effect of intensifying certain evils 
in our industries, especially the extension of plants 
beyond the point where they can be made profitable. 
It has been stated that the banks have been absolutely 
forcing credit upon our manufacturing industry and 
inducing it to engage in undertakings beyond the resources 
of those who have invested their capital in them. All 
this may be granted, but this state of things must after 
all be ascribed to the desire to make money, which has 
been equally strong with both parties. Industry is 
interested in extending its plants and getting profit out 
of them. The banks, which are here for the purpose of 
getting money to circulate, want to make a profit out of 
this business, and it will be a very difficult matter to 
remedy the evils, to enact legislative measures directed 
against the mischievous exploitation of the situation, and 
above all to make such legislation effective.

If in the course of the special discussion some means 
should be discovered calculated to remedy the obvious 
abuses, I should not be inclined to protest. But here it 
becomes necessary (in this respect I differ from some of
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the gentlemen, who are in favor of making laws at once h 
tout prix against any kind of abuse) to bring the following 
question to the fore: Is it worth while making a law, and 
what is more important, is it practicable to make and 
enforce laws which will remedy these evils effectually and 
permanently ?

There is still another point to which I should like to call 
attention which as a result of yesterday’s discussion 
appears to me to deserve special consideration. There is 
undoubtedly danger, if we are to have legislative regula
tion and the agencies have been created that are to be 
charged with the supervision of banks, etc., of the assump
tion on the part of these public authorities of a sort of 
responsibility which, in case they should be unable to 
prevent the occurrence of abuses, may eventually become 
very irksome and injurious. This consideration should 
likewise have the effect, if we are not able clearJy to fore
shadow the consequences that might ensue from the gov
ernmental supervision of the banking system, of inducing 
us to keep our hands off and to desist from any attempt 
in the direction of legislative regulation.

I beg to be excused if I have again taken up the time of 
the members of the commission. I considered it my duty, 
however, to refute the assertions of Count Kanitz and 
Doctor Wachler, which appeared to me to be altogether 
unjustified and not based on the actual facts of the 
situation.

Doctor W a g n e r . I must begin, gentlemen, with a per
sonal remark and exculpation. I am obliged by my 
vocation to be absent in the afternoon, and my professional 
duties will interfere with my attendance to-day and also

f
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to-morrow. I have consequently not always been in a 
position to be thoroughly posted as to the course of the 
afternoon debates, and for this reason I have perhaps 
occasionally made it appear that I am ready to attack, 
but when the rebuttal is made refrain from answering. 
But anyone who knows me at all is aware that I am rather 
inclined to answer too much than too little, at too great 
length, and perhaps a little too hotly.

Just two remarks. Excellent and most interesting 
addresses have been delivered here recently and again 
to-day, which were elaborated in writing into regular 
briefs. I am unable to proceed in that fashion owing to 
purely physical causes. I see that my eye, my physical 
eye, does not permit me to read what I have jotted down 
with my pencil. I am obliged to impress everything upon 
my memory, and one’s memory forsakes one occasionally 
and then one is apt, of course, to make mistakes. This 
is a weakness which I can not overcome. Unfortunately 
my eyesight is no longer good for much.

I should like to begin with the discussion of the main 
question. My standpoint is this: I perceive on the 
whole a too rapid development of our economic life. 
I do not propose to say anything about the tendency 
of our economic life viewed with reference to the position 
of this country as an industrial state, a tendency the 
manifestation of which on an ample scale I consider not 
only desirable but quite necessary. But I am unable 
to convince myself that we are doing right in proceeding 
so rapidly, inasmuch as a too rapid advance is sure to 
lead to great fluctuations, which result in crises. And 
indeed it is a true saying that we can not do much in
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the way of fighting a crisis as such and that it has to 
be fought in its origins. This has been the case every 
time; so, too, in the year 1907.

Starting from these premises I am compelled to ask 
myself: Ought we not to avail ourselves of restraining 
influences ? This is in the nature of a question that 
may be reasonably propounded. I believe, moreover, 
that it may be shown that bank credits have been dis
pensed too arbitrarily and too lavishly and that in this 
way the excessive development has been brought about 
or at least promoted. Take the boundless speculation in 
real estate, which I regard as one of the worst cankers 
of our economic life. Is it not fair to assert that in the 
surroundings of Berlin and other large cities the credit 
afforded by the great banks has had a great deal to do 
with this directly and indirectly and that some of the 
great banks are even directly interested in the land com
panies ? When we find that the reconstitution of a great 
rifle range, which has taken the place of one that was 
given up, is the signal for a land speculation and that the 
German Empire has to pay a greatly enhanced price, are 
not the banks indirectly responsible? And in the case 
of the Berlin-Stettin Ship Canal we find precisely the 
same thing. These are facts which in my opinion belie 
a healthy development of bank credit. We must, of 
course, have these credits and Herr Singer misun
derstood me if he imagined that I meant to say that 
they should be altogether withheld from industry. My 
view is reenforced by the consideration of another aspect 
of the matter, namely, the question which I should like 
to discuss once more to-day as to whether we ought
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not to have larger gold reserves. There are various 
ways in which we may set about to secure such an increase. 
The most effective way would in reality be if we were 
first of all to try to strengthen the reserves of the great 
banks. I believe the same necessity exists in all other 
countries, and in England, indeed, they realize it. The 
world has gone too far in the pursuit of its aim to eman
cipate itself more and more from the use of cash and to 
make credit the main agency in its monetary intercourse. 
What is the result ? As regards England, this is the way 
I have pictured to myself the situation in that country. 
To my imagination the whole English credit system 
seems to represent a truncated pyramid or a truncated 
cone standing on its small end and undergoing a process 
of evolution in which the small end is getting constantly 
narrower while the periphery of the pyramid or cone 
is constantly widening. What is bound to ensue? That 
this giant structure begins to oscillate. These are the 
economic fluctuations, the periods of extraordinary 
monetary stringency that we have been witnessing. 
And then there are times of political uneasiness with 
reference to which likewise the banking system has to be 
organized. The whole German people has not had a 
war within its territories these last hundred years, not 
reckoning the war of 1866. This has been a great bless
ing. We have got to reckon upon the fact, however, 
that we may again become involved in hostilities. It 
is therefore necessary to make timely and adequate pro
vision against the danger of the collapse of our banking 
system by reason of its not being organized with reference 
to such exigencies and of its not having an adequate 
reserve of cash.
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I know you will say: “ We can not settle everything in 

cash.” Of course not; but we can have larger cash re
serves. We have already observed that at times when 
they experience any kind of dangerous fluctuations the 
big banks, as well as those of intermediate grade, have 
recourse as a last resort to the Reichsbank. What is the 
meaning of this? Next to the Bank of England the 
Reichsbank has the smallest stock of cash. The Bank of 
France has about five times as much. Even the Austrian 
bank is materially much better off, inasmuch as it has a 
large stock of cash. It is on these banks that the great 
demands are made at times of financial stringency. What 
else can the banks do than pay with bank notes? The 
great public has to take the bank notes, and in a larger 
measure than ever on account of the larger volume of small 
notes. Our credit banks might therefore be called upon 
likewise to secure themselves against such times and to 
keep larger cash reserves. A consideration of this matter 
led me to the suggestion of the publication of statements 
according to a prescribed scheme. The plan of a bureau of 
supervision is also worth considering. My idea of such a su
pervisory bureau has been that of an institution, as I have 
on occasion defined it, whose function it shall be to verify 
through its inspection the correctness of the published 
facts, to call attention to peculiar and perhaps objection
able features in the investments and transactions, and to 
draw its own conclusions regarding such matters without, 
however, proceeding to the length of exercising any actual 
restraint. It might, perhaps, be well to consider whether 
it might not be practicable to combine with such an 
institution a judicial body to which the individual 
banks, in case any real hardship was inflicted, might
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appeal from the decisions of the supervisory bureau. In 
any case, what I have in mind is a board having super
visory functions, but not invested with the power of 
actual interference. The existence of such an institution 
is altogether justified by our experience and that of other 
countries. My main proposition, however, is that we 
shall, through some kind of mandatory provisions of the 
banking law, institute some kind of regulation similar to 
what obtains in the case of the banks of issue, designed to 
allow the great banks and other credit institutions 
to manage their business in the main as they choose, but 
obliging them nevertheless to conform to certain provi
sions in regard to a cover for their liabilities. I do not 
propose to make a distinction between deposit banks and 
banks doing a general business, as this can not be accom
plished in the near future. But would it not be practicable 
to oblige the great banks to keep a minimum supply of cash 
against such of their liabilities as they may be called upon 
to meet within a short time, or, say, within a week or fort
night, and in like manner to keep on hand a stock of bills 
acceptable at the Reichsbank as a reserve against other 
obligations? This is the principal thing that I have to 
suggest.

But I suppose you will Shy, “ What per cent do you 
mean? There can be no fixed rule for this; we should 
in each case have to prescribe an arbitrary ratio.” Of 
course, but is not the 33^3 per cent in the case of the 
Reichsbank, as a minimum reserve against its notes 
likewise an arbitrary figure? We might in like manner 
have to consider whether we should fix, for example, 10 
per cent as a minimum cover in the way of cash or of a
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credit balance in the Reichsbank against the deposits, or 
other outside moneys, withdrawable on demand or within, 
a short time. This would compel the banks to be more 
careful, and oblige them indirectly to be more con
servative in the granting of credit. All this would not 
mean an obstacle thrown in the path of industry, as Herr 
Singer expressed my view of it to be. It would only 
mean that the banks would have to make it clear to indus
try that it must reckon with the fact that the banks are 
obliged above everything else to proceed with due regard 
to safety, just as is the case with the Reichsbank, which 
is bound to keep a one-third reserve against its notes in 
cash and beyond a certain amount has to pay a tax on 
excess circulation. This would have the effect of com
pelling the other banks to take greater precautions. This 
suggestion is intended to apply merely to a minimum 
cash reserve. Thus, no room would be left for other 
objections.

If now I am asked how this is to be carried out, I reply 
with the question, How do the banks of issue manage? 
The Reichsbank itself is obliged to have a one-third re
serve. It may find this irksome, but it is a good thing, 
for in this way the bank is compelled to secure itself. 
The credit banks ought to be compelled to do likewise.

So much for the main question. I believe that my 
statements will have weakened the force of some of the 
objections that we have heard.

As regards the general points, gentlemen, I frankly 
admit that I recognize the objection that they were out
side of the scope of our discussion, and yet they do come 
within its scope. No one will deny that the present
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development of our banking and credit system has a 
powerful influence upon our whole economic existence. 
These are far-reaching questions, more important than 
those relating to the technical phases of banking. I 
regret that Doctor Riesser is not present. His profes
sorial duties, as is the case with me, must compel him to 
absent himself part of the time. I will not deny that* the 
view I take of these things is based on the assumption 
that in the course of our economic development, under 
the influences of extreme industrial liberty, we have been 
drifting in ' reality into a more and more pronounced 
plutocratic tendency. The interpretation of the facts of 
taxation which Doctor Riesser gave a little while ago I 
regard as one-sided and erroneous. I concur rather in 
the view presented by Herr Singer, although I am once 
more exposing myself to the charge of speaking again 
like a Social Democrat. No, I am not a Social Democrat, 
but I must have the courage to recognize objective truths 
even when they are advanced by the opposing side. I 
believe I have at all times shown that I am not at all the 
Socialist that people have tried to paint me. All this, 
however, can not prevent me from recognizing as true 
what I regard as correct even in the views of Socialists 
and Social Democrats. So, too, in regard to matters of 
taxation. Stress is laid upon the fact that the number of 
those in Prussia who are exempt from taxation has 
diminished considerably. Previous to the reform in 
taxation initiated by Miquel, the proportion was approxi
mately 70 per cent of the total number of persons and the 
figure has been reduced to 50 per cent or even less. “ Just 
see,” we are told, “ how the condition not merely of the
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upper strata of the population but also that of the lower 
strata has improved,” It is very difficult, however, to 
draw inferences from such numerical data. We have 
wisely introduced a much stricter system in the levying of 
taxes. It is due to this circumstance that in the year 
1893, the year in which the great reform inaugurated by 
Miquel went into effect, we realized that prodigious 
increase of between 30 and 40 millions of marks in our 
tax receipts. It was made manifest how wretchedly the 
assessment of the well-to-do classes had previously been 
made in great many cases. I need .only remind you in 
this connection of the Bochum tax case, where it was 
shown that as a rule, well-to-do people had not been 
assessed up to one-third of their income. But in the case 
of people of smaller means, likewise, the assessment had 
been too light, and here, too, stricter methods have been 
introduced and with perfect justice. I am aware that 
the complaint has been heard among Social Democrats 
that a great many workingmen who were previously sup
posed to be exempt from taxation are now compelled to 
pay taxes. What right have the Social Democrats to 
complain about this? They have always been opposed 
to indirect taxes, consequently they ought to be all the 
more in favor of direct taxes. They ought to say to them
selves that if people of small means come within the tax 
limits prescribed by the law they must be made to bear 
part of the burden of taxation.

Moreover, in my opinion—my words are directed par
ticularly against Doctor Riesser—there are no better 
statistics than those of the Prussian income tax. The 
results which they yield are confirmed by those of Saxony,
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Hesse, Baden, Hamburg, and also of Bavaria, where as 
yet, it is true, no statistics of income taxes are published, 
but only statistics of taxes on incomes derived from 
investments. If we were to classify all those enumerated 
in the assessment rolls according to their income taxes, 
taking those having an income below, say, 2,000 marks 
and constituting them the lower classes, making those 
between 2,000 and 10,000 marks constitute a middle 
class (with various subdivisions), and those between
10,000 and 30,000 marks an upper middle class, and 
taking those having an income exceeding 30,000 marks 
to be the actual upper class, we shall find that the num
ber of those entered on the tax rolls has increased in each 
of these departments, and that the ratio of increase, 
taking it all in all, has been least in the middle class, 
larger in the lower classes, and largest in the upper class— 
that is to say, those having incomes running from 30,000 
marks to 100,000 marks and beyond. What does this 
prove? That the increase in the national wealth, which 
no one will deny, has extended also to the laboring 
classes, but that the upper classes have secured by far 
the greatest share, and in particular those who are upper
most and at the very head of our industrial society. Is 
this not a plutocratic development ? In this there is 
plain evidence of a tendency in the direction of the 
dominance of a moneyed aristocracy.

I mentioned already in the discussion last year that I 
myself compiled the Prussian income-tax statistics down 
to the year 1903. The tabulation for the subsequent 
period has not been elaborated, but I have begun the 
necessary studies and would gladly prosecute the work
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did the state of my eyesight permit. The results down 
to 1903 are, however, very surprising. The number of 
those whom, with reference to German conditions, we 
can actually call rich, who have incomes of more than
100,000 marks—for the most part incomes derived from 
property—has since the middle of the last century to 
the present time increased fortyfold in Prussia. That is 
what I call breeding of millionaires. A like increase is 
apparent in the number of those entered on the census 
rolls whose incomes range between 30,000 and 100,000 
marks, and if we take those whose incomes exceed 100,000 
marks and divide them up into separate classes we shall 
get still more telling results. According to my calcula
tions, we may assume that the national income is now 
between two and three times as large as it was at the 
middle of the last century. The laboring class has par
ticipated in this gain. They live considerably better. 
The impoverishment of the laboring class—this is one of 
the weakest points in the Marxian theories—is not taking 
place; but this improvement in the condition of the 
working people is merely a trifle by the side of that of 
the uppermost industrial strata. Is this not manifest 
in a thousand ways? We professors are also stupidly 
included among the rich people, but we and our wives 
do not wear fur coats worth 10,000 to 15,000 marks. 
[Laughter.] Who does buy them? [An exclamation.] 
Not they; there are not enough of them. The colossal 
increase in extravagance in regard to all kinds of luxuries 
is a plutocratic development, which, of course, is still more 
prevalent in the United States. It is bound up in a 
measure with the existence of combines and trusts.
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In this connection I wish to say a word with reference to 

a charge that has in particular been brought against me— 
my advocacy of government monopolies. But what are 
cartels, combines, and trusts if not private monopolies? 
Then I say, indeed: Rather government monopolies 
than private monopolies, and I rejoice that in the last 
few years the same dictum has fallen from the lips of 
ministers. If we are to have monopolies—and we have 
actually got them in the shape of combines, trusts, etc. 
(witness the coal trust and the steel combine)—then the 
question really presents itself as to whether it would not 
be better to have state or imperial monopolies. With the 
socialistic conceptions and demands pure and simple I 
have nothing to do, because they are too general. We 
have to take each case by itself and ask ourselves what is 
practicable, what is there in favor of any particular meas
ure, and what is there against it. In many cases the 
contras will outweigh the pros, but there will be some in 
which the pros will prevail, and there I shall be ready to 
lend my support by reason of the great fiscal gains that 
would result. Our direct and indirect taxes are still small 
in comparison with those of other countries, but for some 
time we managed to get along with them, as the operation 
of various public utilities by the Government yielded a 
large surplus. That is the extraordinary advantage of the 
nationalization of public utilities, that it places other kinds 
of resources at our disposal. This is not a notion that I, 
as a theorist, have conceived in my study, but one which 
was conceived by a man like Bismarck, whose judgment 
none of you is going to impeach, who said to himself very 
properly: “ We must have such sources of income for our
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workingmen’s insurance as will increase by internal growth 
just as the income from our railways, and as would be the 
case, for example, with a government monopoly of to
bacco.” All this amounts, however, to saying that we 
actually apply a larger share of the national income in 
favor of the lower classes than can be applied in the ab
sence of such government agencies and government 
monopolies. That is the result of our legislative activi
ties. They talk to us about the increase in the salaries of 
government officials. What does a government official 
amount to nowadays, even if he belongs to a higher class 
of officials? What mean little incomes these are by the 
side of those that we see in connection with the great 
banks and the trading companies. The economic reforms 
and social-betterment legislation, the need of which is thus 
indicated, have an equalizing effect, and I consider it a 
blessing that they have such an effect, regretting that we 
are not advancing farther in this direction.

And now, at the close, I am coming to the question of 
our banking system. I can not escape the conviction 
that our credit banks are in reality the flowering and the 
culmination, both from the technical and the economic 
standpoint, of our rigid system of banks conducted with 
private capital, but at the same time I must say, its most 
dangerous culmination, and I must add that this system 
has contributed to such an acute manifestation in this 
country of that plutocratic tendency in the distribution 
of income and wealth in favor of a small, even if increas
ing, uppermost stratum of the population as has not been 
witnessed in modern times in any other European state, 
the United States alone being perhaps in a position to

N  a t  i on a l M  on et  a r  y C o m m i s s i o n
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give points to us. Viewing the matter from this stand
point, we are bound in the interest of the public as a 
whole to moderate the activity of these banks, especially 
where there is any doubt in regard to the security of the 
deposits and other outside moneys. I also venture, there
fore, as a theorist to express my opinion that such meas
ures as the proposed regulation of the publication of the 
bank statements in accordance with an official scheme 
and some provisions in regard to minimum cash reserves 
in the case of specially secured deposits are expedient, and 
that in connection with all of these measures a bureau 
of supervision should be constituted essentially along the 
lines suggested, which shall exercise a regular oversight, 
not to the extent of actual interference, however, its 
functions being merely censorial.

I am not sure that what I have just expounded and 
briefly formulated has carried conviction to the minds of 
my hearers; but I trust I have accomplished this much, 
to have succeeded yesterday in showing that my views, 
even where they reach over into the domain of social leg
islation, are so correlated as to constitute a homogeneous 
set of ideas, and to be able simply to say, “ I may be mis
taken.” We theorists, indeed, are not so conceited as to 
pretend to know all about every little detail and always 
to be able to get at the truth. Neither do we agree in all 
things. My esteemed colleague, Lexis, for example, dif
fers from me in regard to many things. Even if you were 
to get hold of my special colleague, Schmoller, you would 
find, indeed, that there is a good deal of what I stand for 
that he is not willing to indorse altogether—he is at all 
times a very conservative gentleman and does not care to
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go so far—but that in the critical conception of a liberal 
economic system we manage to agree pretty often. He 
believes that more can be achieved through the regulation 
of joint-stock companies than through nationalization, 
while I am unable to accept that view. With respect to 
the banks, however, I admit that we are very far removed 
yet from the time when their nationalization might per
haps be practicable and that we have to adhere to the 
system of private and joint-stock banks. I was deeply 
interested in this problem when I was still quite a young 
man and I have devoted a good part of my life work to it.

This is not the first time, gentlemen—you will allow me 
to conclude with this remark—that it has happened that 
views formerly held by me have been adduced against me. 
Doctor Riesser did it to-day when he said that my former 
views regarding state interference and guardianship in 
our economic existence, and, in particular, in connection 
with the banking system, were the correct ones. I am 
able to affirm, and I could swear to it, that the opinions to 
which Doctor Riesser referred as having once been mine 
were the opinions I formed when I was still an extremely 
young man. I had been brought up in the fifties under 
the teachings of the Manchester school and there were 
many things that seemed to me to favor its tenets, and, 
indeed, in my doctor’s thesis I introduced such a passage 
as Doctor Riesser has quoted. I was at the time 21 or 22 
years of age, and I had grown up in Gottingen, not a very 
very great financial center, you will admit.

It always strikes me as very funny, you see, to have my 
old sins brought up against me. [Laughter.] I may be 
permitted, therefore, to appeal from myself as a young
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man to myself as a person who has had the misfortune to 
have grown pretty old and who trusts that in the course 
of a long life he has learned a thing or two that he did not 
know before. [Applause and laughter.]

Mr. R a a b  (taking the floor to make a personal remark). 
I should like to clear up a misunderstanding under which 
Herr Wachler has been laboring. According to a state
ment made by him to-day, I expressed myself to the effect 
that I regard the export industry as harmful. I should be 
sorry to have this misunderstanding remain. What I 
said was that the export industry is an unsafe card, on 
which we ought not to stake everything. I said that 
periods of depression were much more likely to arise and 
that under the stress of hard times the managers of our 
large industrial concerns would be prone to have recourse 
to dangerous expedients, as the abolition of duties on food 
products, the transference of industries to foreign countries 
etc. So long as we are able to have an export industry, 
we ought to exploit it as far as we can, but it is necessary 
to place our business on such a basis that we shall be pre
pared for a time when such exploitation may no longer be 
practicable perhaps on the present scale. It behooves us 
to keep our eyes on the future, so that, if a time should 
come when our export industry is crippled or perhaps alto
gether paralyzed, we may be in a position to prevent the 
collapse of this industry from wrecking the entire frame
work of our national economy.

Doctor W a c h ler  (taking the floor in order to make a 
personal remark). I should first of all like to say a word 
with reference to what Herr Raab has just stated. I 
made note of these words in his address: “ Our export
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industry is an evidence of the fact that our industry is 
being ruined.” It is against this that I protested.

I also wish to say that I regret to have been misunder
stood by Herr Singer. It is a fact that the annuitants 
have been making too many unjustified claims. I have 
gathered this from the reports of the imperial insurance 
department, which undertook an investigation about five 
years ago of the matter of excessive claims for annuities, 
the result of which was that it was found practicable to 
make very considerable reductions in the payments, the 
expenditures of the imperial insurance department in this 
direction being thereby diminished. On the whole I have 
fully appreciated the usefulness and the value of imperial 
insurance, and I never said that on account of these indi
vidual abuses the laws relative to imperial insurance 
ought to be revised. What I wished to lay stress upon 
was the circumstance that by reason of the evils attending 
the enforcement of these extremely beneficial laws our 
industry would be very glad to see a slower advance in 
other departments of social-betterment legislation also.

The Ch a ir m a n . Gentlemen, we have exhausted the list 
of speakers. Count Kanitz has asked to be allowed to 
take the floor again in order to make a brief statement, but 
begs permission to reserve it for this afternoon.

I should myself, gentlemen, like to say a few words with 
reference to a remark of Doctor Riesser apropos of our 
publication regarding ‘ ‘ The question of the regulation of 
the deposit system.” He expressed his belief that certain 
passages in this publication manifested more or less of an 
inclination on the part of the Reichsbank in favor of legis
lative regulation. He was led to this impression by his
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notion that the bank inquiry commission was called upon 
to express itself only with respect to the particular legis
lative measures which it deemed necessary. I consider 
this a complete misapprehension of the task of the com
mission. The task of the bank inquiry commission is not 
merely to submit propositions relative to definite legis
lative measures, but also to express its opinion as to 
whether legislative regulation is altogether necessary. 
The only criterion that can serve in answering this ques
tion is our ability to get along without a recourse to it. 
On this account throughout the whole of this dissertation 
of the Reichsbank the question as to what kind of a solu
tion is to be sought has intentionally and knowingly been 
left open at every place and particularly at the very place 
which Doctor Riesser has picked out. On page 7 it is 
expressly stated:

It will readily be perceived that the votes are increasing in number and 
weight that express the necessity of some sort of a solution of this problem, 
whose far-reaching importance is recognized more and more.

and just so is the question of a solution in the way of 
legislation left absolutely open. On page 28 we read:

Of course, all these questions are of great importance with respect to the 
solution of the problem and will require further elucidation if recourse 
should be had to legislative regulation.

Then follows the passage:
It would appear, however, that the difficulties in the way of a precise 

definition of these concepts and of the delimitation of the different kinds of 
funds in question ought not in itself to present an insuperable obstacle if 
legislative regulations should be deemed desirable and not opposed to general 
principles.

I must frankly admit, gentlemen, that when I read 
through this publication I thought the reader would be 
more likely to gain the impression that the Reichsbank
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itself was averse to any kind of legislative measure, than 
to imagine, as Doctor Riesser said he-did, that one had 
a right to infer from these passages that the Reichsbank 
desires an organic legislative regulation of the entire 
deposit system. And I wish to add that since we find 
that these passages have led to misinterpretations, 
their wording will be subjected to a fresh scrutiny with 
reference to this view of their content, and, if necessary, 
they will be altered accordingly. In this way perhaps 
these shortcomings will be eliminated.

Gentlemen, before I proceed to the special discussion 
which we are to enter upon this afternoon, I beg to be 
permitted to make a few additional remarks on top of 
Doctor Riesser’s expressed opinion regarding the task 
of the inquiry commission. At the close of these debates, 
I have somewhat of an impression as though the scheme 
according to which the discussion has been conducted 
does not do full justice, at least in its external arrange
ment, to the significance of the questions under discussion 
and of the vote of this commission. The basic points 
which we have submitted to you are put, of course, with 
reference to the arrangement of the questions instituted 
by the Bundesrat, which, under Section II, para
graphs i to 3, and also 4, places the enactment of legisla
tive measures almost exclusively in the foreground, while 
it is not until you get quite to the end that you find a 
modest request for other remarks and suggestions. The 
pragmatic subject of our discussion is, as I have just 
expressed it, and as it has been apprehended on all sides, 
the security and, above all, the fluidity and the soundness 
of our credit organization, which is being erected into a
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larger and larger structure with the increase in the de
posits and other outside moneys.

The last few days have shown, gentlemen, that a ma
jority of the members of the commission are opposed to 
legislative measures with respect to all the questions put 
under the main points or else declare that they call for 
discussion with reference only to individual points. And, 
indeed, many of the votes cast here, as well as the opinions 
of the experts whom we have heard, sound an anxious 
note with respect to our credit organizations, which have 
not been everywhere free from exaggerations and tenden
cies which to-day give cause for serious concern. This 
may perhaps justly be regarded as an explicable concomi
tant of our extraordinarily rapid and almost tempestuous 
economic development, as something that may have been 
unintentional or whose effects may not have been dis
cernible. It is felt that these tendencies, if they are not 
checked, may become a menace to our national economy 
and the fluidity of our resources, which is so essential to 
it, and may finally endanger the Reichsbank and our mon
etary standard. The exaggerations to which I refer, and 
to which I adverted in my introductory remarks, consist 
in an overstrain of credit, resulting from the too ready and 
^discriminating granting of credits here and there in con
nection with loans and bills of exchange for the purpose of 
making long-term investments or of procuring permanent 
working capital, or of speculating in stocks, etc., easy
going methods in connection with bank acceptances and 
drafts, and a certain recklessness ir the matter of the ready 
convertibility of one’s resources into cash, a recklessness 
which goes to the length of making no provision for times
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of financial stringency and involves a reliance on the ulti
mate guarantor of fluidity—the Reichsbank. There are 
various things in addition that tend to increase the violent 
fluctuations and strains of the money market and the rate 
of interest which are the necessary concomitants of our 
great and sound economic development and to make the • 
fulfillment of its tasks by the Reichsbank more difficult. 
These representations were accompanied with an earnest 
admonition in behalf of moderation. I believe, gentle
men, that it is not the least weighty and effective part of 
the duties of this inquiry commission to call attention 
to these sins against the unwritten law, as one of the 
gentlemen very appropriately termed it, whenever they 
are recognized as such, and to utter warnings and suggest 
remedies, even in case, gentlemen, you are opposed to 
legislative interference altogether, or with respect to 
the great majority of the questions. Far more important 
than the question as to how we shall remain sound is the 
assurance that we shall remain sound. And to some 
perhaps the question as to whether a cash reserve of a 
fixed per cent should be permanently maintained or as to 
whether and when such reserve may be touched in critical 
times will now appear less important than the necessity 
of impressing the managers of our credit institutions with 
the conviction that it is their duty at all times, even if 
they have to override all considerations of profit and to 
act regardless of the needs involved in the matter of com
petition, to look to the fluidity of their resources, ever bear
ing in mind the necessity of increasing this fluidity with 
reference to normal times, as well as times of stress, and to 
make this their fundamental concern in the management
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of their business. And the question as to whether the 
aggregate of acceptances shall not exceed a certain frac
tion of the bank’s own capital, even under special circum
stances, such as those to which Herr Schinckel referred 
yesterday, will perhaps appear less important to some 
than that our credit institutions, realizing that their posi
tion as powerful agencies in our public life and as the pil
lars of our credit organization carries its duties with it, 
shall in these matters also observe sound limitations, that 
their determination to act in this way shall become their 
unwritten law, and that their feeling of responsibility 
with regard to the public and their earnest desire to better 
conditions shall become the common property of all. 
And the question, gentlemen, as to whether a law shall be 
forthwith enacted providing for the publication of state
ments in accordance with a prescribed and detailed 
scheme, will perhaps, on account of similar considera
tions, likewise appear less important to some than that the 
course hitherto pursued by a large number of banks shall 
be adhered to, and earnestly adhered to, and that here 
also our credit institutions, under the lead of the great 
banks and of the Central Union—which Doctor Riesser 
has termed a powerful auxiliary force—shall manifest a 
firm determination to complement and develop this scheme 
of a balance sheet in so far as this is possible without the 
sacrifice of any vital interest of the banks, and in this 
way to afford the supervisory agency that we already 
possess in the shape of public information and technical 
publications as complete an insight as is possible into their 
business methods and policies and into the disposition that 
is made of the working capital of the nation. It is under
stood, of course, that the banks shall at the same time
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do their best to strengthen the educatory influence of the 
publication of these statements, an influence which all 
the members of this commission consider especially im
portant with reference to our credit institutions.

This brings me back to the subject of our question 
sheet. I shall request that in the discussion of the sep
arate groups the members of the commission shall not 
adhere strictly to the question as to whether legislative 
regulation is necessary with respect to the particular 
matter but that they shall be kind enough to say in addi
tion whether they have any other suggestion to offer— 
be it in the way of administrative measures relative to 
individual points or of voluntary action on the part of 
the banks—that is to say, that they shall discuss the whole 
matter from the standpoint also which Herr Roland- 
Liicke introduced into the debate yesterday in another 
connection and which he embodied in the question: 
Is everything being done now that can be effected with
out legislation, and is there not still a great deal right 
here that is left undone? I believe even those of the 
members—I am not pronouncing myself in favor of the 
one side or the other—who are in favor of legislative 
regulation would do well before casting their vote as to 
whether it is desirable that recourse to such legislative 
measures relative to the whole matter or to individual 
parts should be had at once or only as a last resort, if, 
alongside of such propositions, they were to try to form 
some opinion as to what may possibly be attempted and 
accomplished in the case of these individual points with
out recourse to legislation.

I am going to propose in regard to the debate that is 
to begin this afternoon that in order to shorten the
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discussion and avoid repetition, all of the groups under 
Section II, paragraphs i and 3—that is to say, all the legis
lative measures that are here submitted for discussion, 
and, at the same time, all the suggestions outside of the 
pale of legislative regulation that might come up for con
sideration—shall be dealt with collectively, and I shall 
beg the members to take up these individual points in 
succession. I suggest that the question of the bank 
statements, as well as the resolution of the Reichstag, be 
discussed separately, otherwise the whole matter might 
become too complicated. I believe that in this way we 
shall save time and be able to come to a clearer un
derstanding of the matter. Are the members agreed? 
[Assent.]

I shall ask the gentlemen, then, to be present again at 
half-past 3.

(Recess.)
The Ch a ir m a n . It is time for us, gentlemen, to resume 

our discussions. I will ask Count Kanitz to let us hear 
now, as an addendum to the general discussion, what he 
has still to say with reference to the subject-matter of 
this morning’s debate.

Count K a n it z . I have taken the floor once more in 
order to make a brief response to the gentlemen who have 
been kind enough to interest themselves in my state
ments.

Herr Singer spoke of a warfare between industry and 
agriculture. I know nothing of such warfare. We 
agriculturists are greatly interested in the existence of 
a rich and flourishing industry, possessing great pur
chasing capacity, which is willing to take our products
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at fair prices. We regard a flourishing industry as the 
necessary condition of all well-being, and I am quite sure 
that industry realizes that an agriculture possessing 
great purchasing capacity is absolutely necessary to its 
prosperity. On this account the representatives of 
industry and agriculture have on every occasion, and 
particularly in the drafting of the existing tariff, labored 
hand in hand and have acted as far as possible with a 
due regard for their mutual interests, and, as far as I am 
aware, protection has not in a single instance been car
ried to excess. I am convinced that there has been no 
such thing as an excessive rise in the prices of the neces
saries of life.

In my address yesterday I referred also to social- 
reform legislation, and I was led to make my remarks 
by the statements of one of the gentlemen who had the 
floor before me. He had asserted that the creation of 
capital in Germany was unfortunately not keeping pace 
with the growth of the population. I said that I agreed 
with the speaker, and I ventured to add to the grounds 
on which he based his opinion the fact that the burdens 
imposed by our social-reform legislation were appro
priating too large a fraction of the national wealth. 
Thereupon Doctor Wagner retorted that the expendi
tures entailed by our social-reform legislation were a 
legitimate and necessary concession to the working 
class. He asserted that wages had not been keeping 
pace in the last few years with the increase in the wealth 
of the people as a whole. I regret exceedingly that 
Doctor Wagner, who has had so much to do with statis
tics, does not appear to be well posted in regard to the
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statistics of wages. I have not been able, of course, in 
my hurry to come equipped with all the necessary data, 
but it may interest Doctor Wagner to know—and per
haps he will read it later—that, for example, in our 
coal-mining industry in Upper Silesia the wages of 
miners have risen in the last twenty years by 96.9 per 
cent, in the Rhenish-Westphalian district by 73.1 per 
cent, around Saarbriicken (where the increase has been 
the least) by 40.4 per cent, and in the Aachen (Aix-la- 
Chapelle) district by 72.5 per cent. And as regards 
agriculture, I should imagine that the wages of laborers 
have about doubled in the past twenty years. Only a 
few days ago, at my own place, as I was about to start 
forestry work for the coming winter, I had to offer wages 
which were almost precisely double the wages paid twenty 
years ago. I should hardly believe, therefore, that Doctor 
Wagner is right when he asserts that the imposition of 
the burdens entailed by our social-reform legislation is 
merely a legitimate way of leveling out differences.

What I have said has mainly reference to the proposed 
widows’ and orphans’ insurance. I do not hesitate to 
declare, gentlemen, that I am opposed to this extension of 
our insurance system, the reason being that I am con
vinced that neither industry nor agriculture will be able 
to stand this new and extremely heavy burden. It has 
been officially calculated that the cost of widows’ and 
orphans’ insurance will amount to between 30 and 40 per 
cent of the contributions that have hitherto been paid for 
insurance in reality, we shall have to reckon on 50 per 
cent and I do not believe that any branch of industry 
will be in a position to bear the increased burden imposed
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upon it. I shall leave agriculture altogether out of ac
count , but as regards industry, I have managed in a great 
hurry to get hold of the business statement of a large 
Westphalian mining corporation, the Good Hope Works. 
I find in this report that the taxes last year amounted to
1,500,000 marks, and the expenditures for benevolent 
purposes to 2,400,000 marks, and that together they rep
resent 80.4 per cent of the amount of the earnings distrib
uted in the way of dividends. It is stated in the report 
that an increase in these burdens is absolutely incompati
ble with the continued existence of the works. It is cal
culated, moreover, that the taxes and expenditures for 
benevolent purposes amount together to 173.12 marks 
per head of the laborers and officials employed at the mine.

Herr Singer stated a little while ago that he could not 
understand why anyone should regard this burden as ex
cessive, considering that it amounted to only 10 pfennigs 
per day for each laborer. Taking the year to consist of 
300 working days, this would be equivalent to 30 marks 
per head. In reality, however, the burden is a vastly 
heavier one. I have with me the “ Green Book of Statis
tics,” with which Herr Singer is probably also familiar. 
According to this publication, the receipts of all the insur
ance institutions in the year 1907—the figures for 1908 
were not yet available—were as follows:

Marks.
Contributions of the employers........................................................ 365, 145,300
Contributions of the insured.............................................................  314, 594, 700
Contribution out of the imperial treasury.....................................  49, 620, 600
Interest, etc........................................................................................... 85,872,300

Total..........................................................................................  815, 232,900

The question is, What is the total number of working
men who are represented in these figures? The German
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Empire contains, in round numbers, 60,000,000 inhab
itants, of which over 30,000,000 are females, and of the 
remaining 30,000,000 I shall assume that one-half are 
workingmen for whom insurance contributions are paid. 
The burden per head is consequently much more than 
30 marks. We must bear in mind that in many cases 
the contributions of the laborers are likewise paid by the 
employers, this being especially true of agriculture. I 
believe, on this account, that Herr Singer’s figures call 
for more or less correction. There remains, nevertheless, 
a much larger amount, many times more than what 
Herr Singer has stated to be the contributions of the 
employers.

As regards widows’ and orphans’ insurance, I am de
cidedly in favor of providing adequately for everyone who#
is in need of assistance. I do not believe, however, the 
insurance against disability and the widows’ and orphans’ 
insurance, which is to come next, with their extremely ex
pensive apparatus, are the right way of doing this. The 
enormous sums paid for officials, buildings, etc., absorbs 
altogether too large a part of the contributions which the 
laborers and the employers have to raise. There are 
already over 4,000 officials employed in connection with 
disability insurance. I have here also in the Statistical 
Year Book accurate information regarding the large num
ber of officials who are engaged in this department, and, of 
course, the widows’ and orphans’ insurance would vastly 
increase this number.

I am in favor, as I said before, of providing adequately 
for everyone in need of assistance. I do not believe, how
ever, that the way to accomplish this is by means of
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insurance. This department of relief had better be left to 
the local authorities, to the communes. I am convinced 
that this would suffice entirely. I should like to invite 
Herr Singer to visit me some day in East Prussia and to see 
for himself what provision I have made for the poor of the 
locality and for my widows and orphans, of whom I have 
a very considerable number. I would show him a poor 
widow of the place who weighs three hundred. [Loud 
laughter.] Every time I ride through the estate I enjoy 
the sight of this stout creature sunning herself so cosily in 
front of her house. [Laughter.] So you see in my place 
the poor, the widows, and the orphans can eat to their 
heart’s content, and we do not need to have any insurance 
and to pay expensive contributions. In fact, I can not 
help fearing—and it is this train of thought that led me to 
speak and which has impelled me to resume my discourse— 
that our industry, if it should be weighted down with addi
tional burdens imposed by our social-reform legislation, 
will be rendered incapable of competing with that of for
eign countries.

I have thought it to be my duty, gentlemen, to give 
expression to this feeling of anxiety on my part, and I 
trust that you will not brush aside this apprehension too 
lightly as something that is not justified.

The Ch airm an . We shall now enter upon the special 
discussion, and, for the benefit of those members who were 
no longer present at the close of our discussion this fore
noon, I shall repeat that I have requested the gentlemen, 
in order that we may keep our debates as circumscribed as 
possible and avoid constant repetition, to deal collectively 
with points II, i and 3, and when we come to the individual
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measures not to adhere closely to the interrogatory as to 
what legislative measures might be considered in the par
ticular connection, but to be kind enough, in case they are 
opposed to such legislative measures with reference to 
single questions or to all the questions, to express their 
opinions as to whether certain evils exist, and especially as 
to whether it is possible to eradicate or diminish such evils 
by other means, be it through administrative acts of the 
public authorities in individual cases or through regula
tions prescribed by the bank managements: that is to say, 
through voluntary agencies. Doctor Stroll will please 
take the floor.

Doctor Stroud. May I ask his excellency a question ? 
If one has already expressed his views adequately regard- 
ing point i , which is the case with me, is he to talk only 
with reference to point 3 ?

The Ch a irm an . I shall expect merely a brief reply in 
the case of each separate number.

Doctor StrolIv. If one has already had the floor in the 
general discussion and expressed himself in regard to these 
points, is he permitted now to speak only of the bank 
statements ?

The Ch airm an . N o ; the publication of the bank state
ments and the resolution of the Reichstag are to be dealt 
with later on separately.

Doctor StroIvH. But not the matter of publicity.
The Ch a irm an . Yes; that goes with the bank state

ments. Points 1 and 3 are the only measures on the 
question sheet which are here introduced everywhere 
as legislative measures only. I take the liberty of sug
gesting, of course, that in so far as the members have
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already expressed themselves in regard to individual 
points they shall refer briefly to their previous statements.

Doctor Stroll. Gentlemen, as I have already stated in 
the course of the general discussion, I am, on the whole, not 
in favor of legislative regulation. Legislative measures 
might at best possibly have to be considered in connection 
with the two points that are not to come up for discussion 
just at present, namely, the matter of forced publicity and 
that of the protection of the public against fraudulent 
exploitation. If abuses and excesses have manifested 
themselves, I expect the remedy to come not from without 
but from within, through discretion, self-restraint, and 
instruction of the kind, for example, that has been ten
dered us to-day in such an excellent manner by our presi
dent and which has shed fresh light on the whole subject 
before us. I do not expect a remedy from measures 
forcibly imposed by a third party. From this standpoint 
I shall attempt briefly to elucidate the single points that 
are now submitted for discussion.

In conformity with my aversion to general legislative 
provisions laying down certain lines in the conduct of 
business, I am, naturally, opposed to such regulations also 
as are intended to restrict the taking of deposits to certain 
privileged institutions or to a whole category of institu
tions of a certain definite kind. I should consider it alto
gether unfair, for example, to prohibit the private bank 
in general from taking charge of funds that the public is 
willing to intrust to it. I know of many a private firm 
which I decidedly prefer to any small joint-stock company 
or to a small Genossenschaft or a small savings institu
tion. It is not a question of the designation but of the
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thing itself. The type of the concern that takes the 
deposits has nothing to do with it; it is the individuality 
alone that counts. And the criterion, too, that has often 
been run to the ground in the press, according to which 
only those should be permitted to take deposits who make 
a public accounting, I do not consider effective, for in this 
matter I do not believe that merely external qualifica
tions ought to count.

Some of the members have expressed themselves (this 
matter having been also brought up for discussion) in favor 
of giving a preference to deposits in case of bankruptcy. 
There does not appear to me to be any foundation for such 
a proposition, inasmuch as, by reason of the vagueness of 
the concept, great juridical abuses would arise from the 
difficulty of determining just what constitutes deposits. 
Furthermore, the other creditors would consider them
selves injured by such preference. If we had deposit 
institutions after the model of the English ones, where the 
deposits constitute the main liabilities, the matter might 
be worth considering. But as we have none such and as 
our deposit banks are of a mixed character, I regard it as 
impracticable both with respect to business considerations 
and from a legal standpoint.

The same is the case with the other proposition that 
has been made—that relative to the separate management 
of the deposit funds. Its advocates have pointed to the 
Deutsche Bank, but I can not see how the conditions ex
isting in the case of such a colossal institution as the 
Deutsche Bank can be adduced with reference to the 
smaller banks; and, moreover, we have to deal here rather 
with technical factors which do not touch the kernel of
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the question. The security provided for the deposits, 
and not the separate management, will continue to be the 
main thing.

As regards the obligation to maintain a large reserve— 
I lay stress upon the term “ large reserve,” inasmuch as 
io, 15, and 20 per cent of the deposits have been sug
gested—such measures, as far as I can see, have not 
worked either at home or abroad. Large reserves of cash 
have not prevented the disgraceful collapse of German 
and foreign banks. I have some figures here which I beg 
to be allowed to place before the members. The last 
statement of the Kreditanstalt fur Handel und Industrie 
in Dresden before its failure showed cash to the amount 
of 21 per cent of the outside moneys; in the case of the 
Leipziger Bank it amounted to 13 per cent; in that of the 
Solinger Bank to 12 per cent; and in that of the Bonner 
Bank fur Handel und Gewerbe likewise to 12 per cent. 
These are certainly large cash per centages, and yet in 
spite of them we had the failures and the losses.

It is a mistake to imagine, gentlemen, that it is the lack 
of cash that makes a bank insolvent. As far as I can 
make out, no bank has ever yet been ruined through lack 
of cash. [“ Very true.” ] It has been always the rotten 
assets, the worthless debtors, and the loss of credit. 
[“ Very true.” ] So long as a bank has credit it has as 
much cash as it needs, and if it needs cash it can borrow 
all it wants without the least difficulty. For in all such 
cases, if there is a stock of good bills on hand, the Reichs- 
bank affords in normal times an excellent recourse, and the 
bills that are rediscountable at the Reichsbank are, in my

N  at  ion a l M  o n e t a r y C o m m i s s i o n
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opinion, in a sense cash reserves, being in effect a stock 
of interest-bearing cash. If we were to enact legislative 
provisions making a large cash reserve compulsory, I be
lieve they would not accomplish their purpose, but would 
be accompanied by very striking phenomena in the way 
of the effects produced upon our national economy and 
the institutions that take deposits.

The rate of interest on deposits would be lowered and 
the banks would be forced to engage in risky undertak
ings. The withdrawal of productive capital would be 
something that our national economy would hardly be 
able to endure permanently. And it does not appear to 
me, gentlemen, taking a broad view of the situation, that 
the obligation to maintain a large cash reserve is alto
gether in accord with the bold and progressive spirit of 
our national economy. I should consider such legisla
tion a breeder of anxiety. [“Very true.” ]

The suggestion was also made to oblige the three kinds 
of depositories enumerated in the question sheet to main
tain a large stock of domestic (imperial and state) obli
gations. I believe, gentlemen, that this is not necessary 
with reference to fluidity in ordinary times, or at best 
necessary with respect to one class of institutions only, 
the one to which I have already referred in the course 
of the general discussion, the savings institutions. I 
consider the savings institutions in this respect extremely 
unfluid. I have been informed, to be sure, in the course 
of the bank inquiry, that these institutions—what I am 
saying applies more especially to Prussia and North 
Germany, this being hardly the case in Bavaria—have, 
as it is, large stocks of good and discountable bills. This
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would at any rate be a good sort of security, but I believe 
the main assets of the savings institutions are after all 
the mortgages, and mortgages that are not exclusively 
first class—they are mostly first class, I admit—but to a 
certain extent second mortgages, whose absolute secu
rity, judging by my own practical experience, I would 
by no means guarantee. I therefore regard such insti
tutions as rather unfluid, and I can not say I find 
sufficient comfort in the security afforded by the 
fact that the communes are held responsible. For if 
anything should happen, if troublous times were upon 
us, we would be asking ourselves: Where is the savings 
bank which has neither a large stock of bills nor a large 
amount of securities to find assistance? It can not get 
any aid from the Reichsbank nor can it get any from the 
loan companies which were established in order to do 
this sort of business, and, of course, it will fare no better 
at the Bourse, for it has no securities to offer as collateral 
for loans. I must therefore once more emphasize the 
fact that I consider the lack of fluidity in our savings 
institutions as something that detracts from our pre
paredness to meet the financial stress that would be 
occasioned by the outbreak of war, and I must say that 
I should not be at all averse to any measure, if such 
should be found practicable, making it obligatory on the 
savings institutions to maintain a larger stock of securi
ties. In saying this I am not blind, of course, to the 
fact of its being a rather queer thing to force upon any
one securities on which he is apt to lose a good deal, and 
in connection with which he has perhaps already suffered 
a great loss.
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Irrespective, however, of such extraordinary occasions, 

attention has been called to the fact that in times of 
uneasiness in general the holding of a large amount of 
securities would be of the utmost importance with refer
ence to the fluidity of the individual banking institu
tion. I believe there can be no doubt about it, and this 
consideration will perhaps make it appear desirable to 
some of our heads of banks to provide themselves at all 
times with securities of the sort that may be used as 
collateral.

I now come to the points mentioned under subdivi
sion 3: The depositing at the Reichsbank of a sum equal 
to a certain percentage of the outside moneys, the estab
lishment of state deposit institutions, the assumption by 
the Reichsbank of the business of taking interest-bearing 
deposits, and the establishment by the Government of 
a bureau for the supervision of the banking business.

A compulsory reserve for insuring the greater fluidity 
of deposits and of our economic resources in general—that 
is a very seductive proposition, gentlemen. I will not deny 
that the expression “ setting aside a reserve” sounds very 
well. But various objections present themselves when one 
begins to examine. In he first place, there are certain theo
retical objections. It is not long ago that the importance of 
the saving of interest was set up as one of the prime economic 
dogmas, and that such saving was pronounced to be one 
of the most efficient means of achieving industrial pros
perity. At that time, however—that is, a generation ago— 
our whole national economy was still restricted within 
narrow bounds. Now it has reached great dimensions and 
we are, therefore, perhaps more in a position to allow our
selves that sort of an economic luxury. The lessening of
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our capital by several hundred millions—it would amount 
to that much—would, all the same, be a very great sacri
fice even for our greatly expanded national economy. As 
we are all aware, such a sacrifice is already involved in the 
locking up of 120,000,000 marks in gold in the Juliusturm 
(Imperial War Fund), and such a compulsory setting aside 
of deposits would mean a second Juliusturm, a Juliusturm 
whose contents in case of emergency would be but a drop 
in the bucket. [“Very true.” ] Most crises, gentlemen, are 
a result of fear, first on the part of a few people and then 
of many people. The fear increases to a panic, and this 
panic can be most readily allayed through an expansion 
of the currency, such as is practicable with a system of 
elastic circulation.. The central bank of issue is one 
of the best and most reliable means of conjuring away 
all kinds of crises. This is an experience that manifests 
itself constantly in our economic history.

The setting aside of economic reserves, gentlemen—and 
this is what we in reality mean when we talk of compulsory 
reserves—is a thing that is conceivable apart from the 
Reichsbank. “ Apart” is perhaps not the right word. 
It would be better to say, “ under the cover of the Reichs
bank, ” for, when it comes to it, the Reichsbank remains at 
all times the shelter that spreads like a dome over every
thing. In this connection I should like to call attention to 
a suggestion which that oft-mentioned writer Tansburgh 
has made in his periodical, “ Die Bank. ” In a recent 
article on the credit system he sketched such a scheme of 
reserves with bold strokes. His idea is to organize at a 
time of financial tranquillity a bank syndicate which will 
be collectively responsible for the liabilities represented
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by the deposits and will thus afford a sure protection. 
This syndicate would make it its business to furnish liquid 
cover and, by constantly keeping a stock of cash, treasury 
bills, and particularly gold foreign bills, to create reserves 
convertible at any moment into available funds. It seems 
to me that if this scheme were to be tried after having been 
carefully considered, the triple protective combination—a 
central bank of issue, a well-organized bank syndicate, 
equipped for every emergency, and mutual collective re
sponsibility—might possibly mean a good deal to our 
whole national economy. I must say, for one thing, that 
such a plan appeals to me more powerfully than that of 
Doctor Heiligenstadt, if for no other reason, because a cer
tain, even if moderate, interest would be obtained on these 
reserve funds and because this scheme would more or less 
relieve the pressure upon the Reichsbank and might per
haps even considerably diminish its burdens.

I am coming now, gentlemen, to the discussion of the 
relation of the Reichsbank to the moot question of the 
deposits. This is perhaps a rather ticklish subject, but I 
hardly believe that we can get around it, and after hearing 
the remarks made this morning by the president of the 
Reichsbank I shall for my part take courage to discuss the 
somewhat delicate matter more closely.

Among the various interested parties in whom the Ger
man deposit system has aroused more or less justifiable 
feelings of uneasiness the Reichsbank is undoubtedly one. 
This general state of uneasiness has not been evoked ex
clusively by the circumstance that particular groups of in
terested parties have seen the deposits and the benefits 
that flow from them slip by and pass to others, but also by
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the loftier and not altogether egoistic consideration that 
through the present course of development the complexion 
of our entire economic fabric is being shifted in no small 
measure, and the position of the individual important 
organs altered. Such a consideration would be apt to 
have especial weight with the Reichsbank. Indeed, an 
esteemed member of the Reichsbank Direktorium, Herr 
von Lumm, whose opinion will, of course, command re
spect not as that of a director of the Reichsbank, but as 
that of a scientific writer, has in an excellent publication 
described this feeling—an uncomfortable feeling is the best 
expression I can find for it—in a very pregnant manner. 
Writings like those of Herr von Lumm are a rare treat for 
the literary gourmand, for they may be said to throw a 
flash like that of lightning upon the presumed course of the 
future, not the future of to-morrow or the day after to
morrow, but a more remote future.

We must admit first of all, gentlemen, that the concen
tration of the deposits in a few of the great banks has had 
unpleasant concomitants with respect to the Reichsbank, 
which undoubtedly render its role as the leading institu
tion more difficult and at times even endanger its position 
as such. Formerly the central bank of issue had an abso
lute command over the money market. It alone set the 
tune, which everyone willingly obeyed. But now the con
ditions with respect to this have shifted very materially, 
for the increased strength of the great banks and the con
sciousness of their power, due to the concentration of the 
deposits, together with their rivalry in the matter of dis
counts, detract very much from the position formerly held 
by the Reichsbank, and there are times when the reins of
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leadership slip from the hands of the central bank, which 
every now and then gets out of touch with the money mar
ket and the bill market, over which it has hitherto ruled. 
This situation is, of course, not a chronic one. It changes 
according to the amount of strain and stress in the finan
cial and industrial world, but these very alternations, these 
ups and downs, are in my opinion an additional obstacle 
in the way of the successful operation of the Reichsbank. 
For all of a sudden, when a financial stringency sets in, the 
banks open their bill portfolios and take refuge with the 
rediscounting bank, and all of them, after having perhaps 
for a long time neglected the Reichsbank, dance an extra 
turn with her and keep going after her in such a way that 
she comes near losing her breath and for a while is hardly 
able to move. It is decidedly unpleasant for the Reichs
bank managers to have to look on at some of the quarter 
days, at a time of no particular stress, and see the figures 
marking its condition take a leap of about half a billion.

Here is an example: At the close of October the extra 
calls upon the Reichsbank had run up to 660,000,000 
marks, and these 660,000,000 marks represented, for the 
most part at any rate, bills of exchange handed in by the 
banks. And yet this was not a particularly critical time, 
as may be gathered from the fact that the rate of discount 
was 4 per cent and the private rate, if I recollect rightly, 
considerably lower, 3 X  per cent. But this is not the 
main thing, gentlemen. The main thing is the matter of 
the cover provided for the notes. When this cover at par
ticularly strenuous quarter days is suddenly reduced by 
20, 25, or 30 per cent, and the Reichsbank stands power
less in the face of such conditions, it seems to me that
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this is no slight matter. And then the Reichsbank must 
look on and see its commercial paper coming down to a 
lower and lower grade, for the higher class of discountable 
paper is grabbed by the great banks, which discount at a 
lower rate. These are unsound conditions that ought to 
furnish food for reflection.

The question is: Can the Reichsbank do anything to alter 
the situation? This question decidedly admits of being 
answered in the affirmative. I certainly do not believe 
that the Reichsbank ought to gaze with folded arms at the 
unnatural growths that have been fastened upon it by the 
extraordinary recent development of our economic organi
zation, but at the same time I think we ought to be careful 
not to try to remedy the evils with futile means, such for 
example as the assumption by the Reichsbank of the 
business of taking interest-bearing deposits, in regard 
to which I have already expressed my opinion. For inter
est-bearing deposits at a time when money is easy are 
only a burden to the Reichsbank, and at a time of financial 
stringency they are even a danger, inasmuch as these 
interest-bearing deposits may be withdrawn at the moment 
when it is least convenient for the Reichsbank. More 
efficient means can be found. No single expedient per
haps will by itself lead absolutely to the attainment of 
the goal, but I believe that through the agency of vari
ous expedients combined the Reichsbank will be enabled 
to free itself in a measure from the evils which I have 
depicted.

If the Reichsbank wishes to improve its condition, it 
may try to do it on a large scale by resorting to the various 
expedients for attracting gold that have been discussed
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in the course of this inquiry, as the laying in of a stock 
of foreign bills—I am aware that this has been tried— 
the issue of small notes, and other similar means.

As regards the small bank notes, we must bear in mind 
that from the ist of January on the notes of the Reichs- 
bank are to be a legal tender, and if the Reichsbank has 
not as yet altogether attained its object by means of 
these gold-bringing expedients, that does not prove that 
it may not accomplish this in the future. It will mean a 
great deal now when the small notes are not yet circulating 
as they should be—in South Germany people still dislike 
them—that we have henceforth a means of forcing these 
notes upon the public, which hitherto has been imprac
ticable. It is possible also to extend the operations in 
foreign bills and to influence the market by the regular 
sale of treasury bills. Something can be done also by 
offering inducements in connection with discounts and 
loans. Ihe Reichsbank used formerly to offer some 
little inducements in its discount business in order to 
come in closer touch with the money market. Expedients 
like these might possibly have the effect of ridding the 
Reichsbank at times of a feeling of isolation, and through 
their collective instrumentality something perhaps can be 
achieved.

But all this, gentlemen, is not the main thing. To the ' 
Reichsbank, laboring under the stress of a critical financial 
situation in the country, all these things that I have ven
tured to say would amount to nothing more than words of 
consolation, words of comfort that are just as cheap as 
blackberries in the summer time. The main thing is, 
and remains, something entirely different—the present
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altogether inadequate gold reserve. [“ Very true. ” ] There 
is absolutely no getting beyond this. For what use is an 
elastic paper currency, what is the use of the provision in 
the recently enacted amendments to the bank law, per
mitting the Reichsbank, when hard pressed at the quarter 
days, to issue so and so many additional millions of tax- 
exempt notes? The main thing remains, the securing of 
the paper currency with gold. Well then, gold! But 
where are you going to get your gold ? That is the great 
question. We can not get it from abroad, for our balance 
of trade is not of such a nature as to cause a large influx of 
gold into Germany. It may be the case for a time, but we 
have already discussed this subject so fully that I believe I 
need not go into it any further at this moment. Our bal
ance of trade is not going to bring a large amount of gold 
into the country. Our main recourse, therefore, will have 
to be to what has been very properly termed our domestic 
gold mines, to the gold that we have in circulation and 
which the Reichsbank shall fetch to the place where it will 
do the most good. Well, for this we have the small notes, 
the legal-tender quality of the notes, and various other 
things. But all this will not suffice in my opinion. I 
myself, not only as a German patriot, which I hope I am, 
but as the manager of a bank of issue, have just now a 
veritable hunger for gold, and we managers of banks of 
issue are not going to fare like the old mythical King 
Midas, who was dying of thirst and hunger in the midst of 
his golden treasures, but we should feel tiptop amid our 
treasures of gold. [Laughter.] Unfortunately we can not 
create such treasures for the Reichsbank, at least not im
mediately. Our gold reserve can be strengthened only
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slowly and cautiously, oniy very gradually, by means of 
determined effort, conscious of its goal.

There would be no use in considering the question of 
compulsory reserves for this object, for the time being at 
least. It will be time to discuss such measures when 
everything else has been tried and found wanting. Refer
ence to conditions in England, where efforts are being 
made in the same direction, is only partially to the point. 
Judgment regarding this will have to be deferred.

Nevertheless there are ways that are practicable right 
now if we are bent on supporting the Reichsbank and 
guarding it against too violent and at times illegitimate 
demands upon it.

I would make the whole question that we are discussing 
here turn about these ways and means as a center. I am 
not aware of the intentions of the Reichsbank, but it 
appears to me that the Reichsbank is not overanxious 
for legislative regulation on a large scale in the matter of 
deposits. But there is something else, gentlemen; there 
are, as I said at the outset, not only legislative measures, 
but also measures whose authors need ask no one any 
questions and are their own masters. An authority like 
the Reichsbank is capable of enacting administrative 
measures, and I consider these administrative measures a 
very practicable means, and as the manager of a bank of 
issue I should recommend them up to a certain point to 
the Reichsbank.

I am not alone in my position, gentlemen. Some of the 
members here—I will not say that it was quite so clearly 
stated, but at any rate they expressed it half and half— 
think pretty much as I do. President Schinckel referred
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to the matter yesterday, declaring—as I say now and as 
I have said in the course of the general discussion—that 
the Reichsbank has got to be stern. When the demands 
made upon it by particular banks are too great, very 
well; then let the Reichsbank take a close look at its 
customers; let it separate the chaff from the wheat; let it, 
if some one bank or another should try to press closely, 
take such a bank and subject it to a severe scrutiny, 
which it can easily do, as it is fully posted in regard to 
its customers’ business relations. Ret it try to find out 
whether the bank has not too large deposits in proportion 
to its own resources; let it see whether the aggregate of 
the bank’s acceptances does not appear too large; and let 
it, in fact, as far as this is possible, examine the bank’s 
business methods. And if after all this it has reason to 
assert positively that such and such a bank or institu
tion—I am not speaking of banks in particular—this firm, 
this association, this man to whom it grants credit, is not 
to its liking, then in my opinion the Reichsbank has got 
to proceed administratively and act in a harsher way 
than it has done hitherto; in short, it must do that which 
Herr Schinckel, I believe, expressed in a single phrase, 
when he said that the Reichsbank must take hold of the 
individual sinners and punish them. This would be a 
good way of reducing the excessive demands upon the 
Reichsbank, which, by reason of an inadequate gold 
reserve, it is not in a position to satisfy. Judging from 
my knowledge of our humble Bavarian conditions, I can, 
comparing little with big, imagine how it is with the 
Reichsbank. When I ask a man who has credit relations 
with the Bayerische Notenbank to come to me and tell
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him, “ See here; we have so and so many of your bills 
and for such and such a reason I don’t like the looks of 
it, and if it keeps on like this I shall have to return your 
bills to you or cut down your credit at the Bayerische 
Notenbank, ” the man gets to be very meek indeed, and 
the same would be the case with the Reichsbank, and in a 
much greater measure. Gentlemen, you would be able to 
exert a great educatory influence if you were to act a little 
more rigorously in this respect than you have been doing 
heretofore. You would be rendering a service not only to 
the Reichsbank, but to our whole national economy, and 
placing a check in the way of the excessive demands on 
the part of the banks and a refusal to keep within legiti
mate bounds, of which we have had indubitable evidence 
in the past and which we know very well are still mani
festing themselves.

This gentlemen, is what I call nonlegislative regulation. 
You are not obliged to ask anybody, but are able to act on 
the strength of your own competence, and everyone will 
thank you if in this you establish de facto a supervisory 
authority and draw the reins tighter, whereever necessary, 
than you have hitherto done.

The proposition relative to the exercise of supervisory 
functions by the Reichsbank does not appeal to me. It 
emanates from theorists, and I doubt whether there is a 
practical man in the circles which we represent who con
siders such a proposition desirable or expedient. A super
visory authority would perhaps be a necessity if there had 
been no such thing as supervision heretofore. I am by 
no means under the impression, however, that there has 
been a lack of supervision in regard to the banks. Indeed,
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there is no lack of it. There are plenty of supervisory and 
regulatory organs in every conceivable variety: Inspectors, 
supervisory councils, general assemblies of shareholders, 
government commissaries, technical periodicals, analyses 
of bank statements in the Frankfurter Zeitung and other 
papers devoted to banking and the Bourse, and, finally, 
the Bourse itself, which day by day adjusts the quotations 
of bank stocks and in this way subjects the individual 
institutions to its criticism. Nor is there lack of state 
supervision in regard to various classes of institutions. 
Whole groups of banks—the mortgage banks, the banks 
of issue, the insurance banks—are subject to government 
regulations in regard to their business methods. There 
is consequently not too little supervision. In my opinion, 
indeed, there is too much of it, and there is danger that 
one supervisory authority will rely upon another and that 
neither will perform its duty completely and thoroughly.

There is altogether, gentlemen, a great diversity of 
opinion in regard to the value of governmental supervision. 
For my part, I should really not be able to say who should 
actually undertake such supervision. If it were merely 
censorial, as some assume, the banks might put up with it, 
but as for a mandatory authority, it is something that I am 
in fact unable to conceive of. For we shall look in vain 
for a government commissary who is fairly well informed 
concerning the manifold relations of the banks, and in par
ticular the credit banks. Such a person would not remain 
very long at the head of an imperial bureau. You would 
soon see a whole mountain of gold piled up before such a 
demigod in order to let him know that he had better lay 
down the post of supervisor and come over to some bank 
or another. [Laughter.] And as a matter of fact,
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gentlemen, where individual cases required, we have for a 
long time had a supervisory authority, a fact that was 
recognized in the expression of views in the course of our 
discussion. This is something that I can place before you 
as a fact gathered from my own practical experience. 
The supervisory authority in question is the Reichsbank. 
The president of the Reichsbank would respectfully decline 
if we were to offer to make him perpetual supervisor of 
banks, but he has all along been a supervisor, if not a 
perpetual one. The Reichsbank, with its five hundred 
branches and its staff of men trained in economic matters, 
a bank having credit relations throughout the whole coun
try, has for a long time been exercising such a supervision. 
When the Reichsbank or a private bank of issue thinks 
it sees something that does not seem to be just right, 
what happens ? It says simply, “ Let us have your balance 
sheet and j ust explain your affairs to us; we want to peep 
into this and then we shall see how it is with your credit.” 

It is a very customary thing for the Reichsbank to ask 
for the balance sheet, and if the Reischbank detects a 
dark spot in the region of credit, it will lay hold and 
exercise its right of supervision. I consider this alto
gether proper, and my opinion is that we ought to 
remain content with this police power in the matter of 
credit, which, as far as I can judge, has been successfully 
exercised by the Reichsbank, as well as by the other 
banks. I can see absolutely nothing indicating the need 
of any supervision beyond this. There is in fact no occa
sion for any more drastic supervision. The German bank
ing world is of age, and by its own strength it has grown 
up and become useful and indispensable to Germany,
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It has long since outgrown its pinafores, and with persist
ent striving and through a hundred struggles and crises 
it has gained strength and stability. It is justified, there
fore, in my opinion to reject decisively and emphatically 
the institution of a permanent guardianship. [Applause.]

Doctor L e x is . Gentlemen, the question before us is 
one relative to the enactment of legislative provisions 
regulating the taking and management of deposits and 
savings. To begin with, however, it is necessary to ask 
for a precise answer to the question, What are savings 
and what are deposits? And with respect to the latter, 
various distinctions have to be made. In any case, 
therefore, the preliminary question that has to be an
swered would be, What are savings and what are the other 
sums that are due to customers, that is. to say, the bal
ances of the account-current creditors and of those whom 
I shall call the private possessors of accounts current? 
By the latter I mean such persons as have an account at 
the bank but are not engaged in any business. I believe 
these distinctions have to be made before regulations for 
the protection of savings and deposits can be considered.

The question is then: Is the enactment of such legal 
provisions feasible and desirable, supposing that for each 
of these categories separate regulations were to be pro
mulgated ?

Let us begin by considering the savings by them
selves. These I take to be the sums deposited in the 
bank by nonbusiness men subject to notice of withdrawal, 
without regard to the time. I believe this is as near as 
we can get to the definition of savings, although I admit 
that there are certain intermediate stages. But this

N  a t i o n a l  M  o u c t a t y C o m m i s s i o n
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distinction has for me no practical meaning. I am of 
opinion that the enactment of regulations imposing any 
sort of restriction in the matter of the taking of deposits 
is not feasible, that is to say, it is bound to encounter the 
greatest obstacles and is otherwise undesirable, inas
much as the results would hardly be of great practical 
importance.

It is very different with the provisions relative to the 
publication of intermediate balance sheets, which, how
ever, are not to come up for discussion just at this ‘ 
moment. The legislative provisions that have to be con
sidered now would have to be in the first place in the 
nature of regulations with respect to the taking of de
posits, such as would restrict this business to certain 
institutions or such as would restrict the aggregate 
amount of deposits that the various institutions would 
be allowed to take.

A restriction of the taking of deposits to certain institu
tions could only mean the restriction to certain specified 
banks. The savings institutions can certainly not be 
restricted in the matter of taking savings on deposit, and 
the Genossenschaften would be absolutely deprived of the 
basis for their existence if it were proposed to throw 
actual obstacles in the way of their accepting outside 
moneys. The whole question before us, therefore, is in 
my opinion only as to whether restrictions of one sort 
or another should be imposed upon banks and bankers 
in the matter of taking deposits of any kind whatsoever. 
I should consider it very inexpedient. Some abuses un
doubtedly do occur in the case of the small bankers and 
the small banks—certain regulations coming under Point 4
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might perhaps be considered later on in this connection— 
but I should refrain on general grounds from advocating 
the restriction of the taking of deposits to particular insti
tutions or concerns.

Just as little am I in favor of restricting the aggregate 
amount of the deposits. It might perhaps be practicable 
to make the paid-in capital of each individual concern the 
scale according to which the maximum amount of outside 
moneys is to be fixed, just as is the case with the mortgage 
banks, which are permitted to issue debentures up to ten 
times the amount of their capital, but I am not in favor of 
such restriction in the case of ordinary banking concerns, 
if for no other reason, because the Genossenschaften 
would fare worst of all by it, inasmuch as they have a 
particularly large percentage of outside moneys in pro
portion to their own capital.

We have further to discuss the question of regulations 
providing that deposits be invested apart from other out
side moneys and the proposition relative to the preferred 
claims of creditors having deposit or savings accounts at 
a banking institution.

A separate management of the deposit funds, gentle
men, would be practicable, as Doctor Stroll has already 
pointed out, only in the case of the very largest concerns. 
The small banks and bankers would not be in a position to 
undertake this, and in the event of bankruptcy the whole 
thing would be of no practical importance. It would be 
somewhat different if it were proposed to make those 
having deposit or savings accounts preferred creditors. 
In this matter again deposit and savings creditors are 
classed together, and if we do this we include pretty
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much the whole of the liabilities outside of the acceptances, 
in which case there would hardly be such a thing as a pre
ferred claim. The question then would have to relate 
mainly to those creditors having savings accounts, who 
would be regarded as preferred creditors by the side of 
the creditors having accounts current. I doubt, however, 
whether such a thing would be sound from an economic 
standpoint. Why should the working capital of the credi
tors who are business men which is in the shape of 
current-account balances be treated any worse than the 
savings deposits. Undoubtedly the latter deserve every 
possible protection but I can not see why they should have 
a preference with respect to the credit balances of the 
business men.

Indeed, the whole import of such a preferred right is to 
me doubtful. It is a purely abstract preferred right 
without any rational foundation. There are, of course, 
effective preferred claims. A mortgage creditor has a 
preferred claim on the strength of his mortgage. In the 
United States the notes of the banks are secured by 
bonds deposited with the Government. There is some
thing tangible here that makes the preferred right valu
able. In the case of insurance companies the insured 
have a preferred claim to the premium reserve. This is, 
however, something very tangible, for the premium 
reserve is not mixed up with the other funds of the insur
ance company, but is entered separately. It is distinctly 
declared that such and such mortgages and such and 
such securities belong to the premium reserve, and the 
preferred claim of the insured extends only to what is 
expressly designated in this way as pertaining to the
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premium reserve. The same thing might be theoretically 
feasible in the case of the savings deposits in the banks— 
that is to say, particular funds in the shape of securities 
might be laid aside to serve as a cover for what is due to 
the creditors having savings accounts. But then this 
would be a separate management entailing heavy expense 
and would make it impossible to allow even a moderately 
high rate of interest on savings deposits. Such an 
arrangement might perhaps indeed be a definite answer 
with respect to many of the points submitted for discus
sion. But I regard it as very problematic in itself and 
I am unable to declare myself in favor of making persons 
having savings accounts preferred creditors.

Another matter that is to be discussed is that of regu
lations with respect to the investment of deposits and, in 
the first place, with respect to the fixing of a cash-reserve 
quota. This latter would mean, as distinguished from 
the regulations under No. 3a, that the banks themselves 
shall keep in their vaults a certain amount of cash—that 
is to say, their cash is to bear a certain ratio to their 
deposits.

Here again the question has to be asked, What are 
deposits? Are the account-current creditors to be in
cluded or are those having deposits of savings alone to be 
considered? The banks, then, are at all times to have a 
certain amount of cash on hand. It would undoubtedly 
be a good thing if the banks could be got to employ this 
means of assuring their fluidity, and it is very desirable 
that they should pay more heed than they have done 
heretofore to the matter of cash cover for their liabilities. 
But nevertheless, mainly for the reasons advanced by
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Herr Roland-Fucke, I do not think that the plan of 
compelling the banks to such action by a formal injunc
tion will work, for if a bank were to become actually 
embarrassed and were obliged to have recourse to its 
minimum reserve it would be necessary, first, to obtain 
leave from some authority to do this. If the reserve 
fund is not to be touched under any circumstances, then 
it will be of no use to the bank in case there is a run upon 
it. But the granting of permission to make use of the 
fund would every time create uneasiness. For this 
reason I am not in favor of legislative provisions of the 
kind in question. I do believe, however, that it would 
be of great advantage if the banks were to keep a larger 
cash reserve than they have been keeping hitherto, for 
it appears from the published data that the actual stock 
of cash is at times not as large in proportion to the outside 
money as it ought to be. But this is a matter that will 
be gradually adjusted better and better in accordance 
with sound banking practice through the experience of 
the banks themselves. Another matter to be discussed 
is “ the investment in bills and other resources regarded 
as fluid.” This means that a certain percentage of the 
deposits is at all times to be secured by bills. Here 
again only the savings deposits would have to be con
sidered, and not all the other creditors. But, as it is, we 
find that there is always a large amount of bills among the 
immediately available resources and I am consequently 
not in favor of compulsory regulations in regard to this 
matter either.

A further question is that relative to “  investments in 
government obligations and similar securities.”  This
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would mean again that a certain percentage of the deposits 
has to be tied up, such funds to be invested in government 
bonds and similar securities. I should regard it as very- 
desirable from a practical standpoint that the banks 
should maintain a considerable reserve in the shape of 
government securities, which in certain contingencies 
might be of the utmost importance, but I am by no means 
in favor of a law prescribing a certain percentage.

As regards the “ investment of the surplus,” it would 
perhaps not be impossible to frame a regulation to the 
effect that the surplus, that is to say, the legally prescribed 
surplus, and not the amount in excess of it—the Deutsche 
Bank has a surplus of a hundred millions—must be in
vested in a certain manner. The banks would accordingly 
not be permitted to carry their legally constituted surplus 
as an undistinguishable part of their assets, but such 
surplus would have to be represented by a particular stock 
of securities. This is the case, as a rule, with endowment 
and pension funds, which are invested in a special class of 
securities. There are also corporations whose surplus is 
separately invested in securities. A provision like this 
might perhaps be considered. It would have the advan
tage of causing a considerable stock of government securi
ties to be accumulated as a sort of guaranty fund in the 
hands of the banks. This proposition would at the same 
time be an answer to the preceding point, 3c.

Among the possible regulations of another kind, men
tion is made first of the “ depositing of a certain percentage 
of the outside moneys with the Reichsbank.” I have 
already expressed myself in regard to the keeping of a 
metallic reserve by the banks themselves. I should
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consider it more advantageous in this respect if the banks 
were to transfer to the Reichsbank the greater part of such 
metallic reserve, as much as they can dispense with in 
their daily payments, and would in this way increase their 
credit balance at the Reichsbank. These funds would at 
the same time enable the Reichsbank to issue a corre
sponding amount of notes. We must bear in mind, 
gentlemen, that if we give the banks doing a general 
business and other banking institutions an injunction to 
the effect that they must keep a certain cash reserve, one 
actually larger than they need in their regular daily busi
ness, it means something altogether different from making 
a regulation compelling the banks of issue, and, in particular, 
the Reichsbank, to maintain at all times a certain reserve 
against their note circulation. The regulation regarding 
a one-third reserve has in practice no actual significance. 
The regular issue of notes has never come near to being 
three times the amount of the cash reserve. A bank of 
issue consequently loses nothing when it is told that it 
must keep a gold reserve against its circulation, inasmuch 
as for every hundred marks in gold it can issue at least 
an equivalent amount of notes, so that its working capital 
is not affected by the tying up of its gold reserve, and can 
in reality, if it has not got quite close to the maximum 
note circulation, as fixed by the provision in regard to a 
one-third reserve, issue notes up to three times the amount 
of the gold that it is going to set aside. It loses nothing 
by having this obligation imposed upon it. But another 
kind of bank sustains a positive loss with respect to its 
working capital if it is compelled to set aside and tie up 
so and so much for the safeguarding of its fluidity.
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That is much worse than to be told: “ You must set aside 
a hundred marks in gold, but you may issue instead 
300 marks in notes.” It would in itself be very 
desirable if the banks were told that they must keep a defi
nite reserve against their deposits, it being provided that 
their credit balance at the Reichsbank should be reckoned as 
part of this cash reserve. This—point 3a—would appear 
to have more to recommend it than the preceding propo
sition under point 133a. I do not, however, consider a 
positive provision to this effect necessary. The same 
objection presents itself as the one raised by Herr Roland- 
Tiicke, that, if it should become necessary to have recourse 
to this fund, the bank would be obliged, in order actually 
to assure its fluidity, to go to the Reichsbank and draw 
upon its balance. This would, however, have to be attended 
with certain formalities and would undoubtedly create an 
uneasiness that might have evil consequences.

In what concerns the “ establishment of government 
deposit institutions,” if such a thing is considered neces
sary, gentlemen, why, we can make a trial. I do not 
consider it necessary.

A  V o ice . H ow are you going to make such institutions 

pay?
Doctor L e x is . Yes; that’s the trouble. [Laughter.] 

Such institutions would of course invest their money 
in 3T2 per cent government bonds, and could therefore 
not pay more than 2 per cent interest. But maybe 
there are some people who are so anxious to get a safe 
place in which to deposit their money that they are 
satisfied with this rate. I should, however, not recom
mend the experiment.
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The same thing applies to the “ taking of interest- 

bearing deposits by the Reichsbank.” I believe the 
Reichsbank itself is not very enthusiastic about having 
this task intrusted to it. It could, as a matter of fact, 
be done without imposing a burden upon the Reichs
bank. A separate department might be created which 
would invest the funds exclusively in 3P2 per cent gov
ernment bonds, so that after the operating expenses 
were defrayed there might remain 2}4 per cent in the 
way of interest. Perhaps there are people who would 
be content with this. It is a fact that there are persons 
who deposit money in the Reichsbank and get no inter
est whatever. I know, for example, of one individual 
who deposited 50,000 marks and did not ask for any 
interest, saying simply: “ I want to have the money at 
any time at my disposal; that’s why I am depositing it 
here.”

Finally, as regards the “ creation of a bureau for the 
supervision of the banking business,” it follows from all 
I have said thus far that I am by no means in favor 
of it. The supervisory offices that have come into exist
ence have an altogether different significance. Take, for 
example, the supervisor of the national banks (the 
Comptroller of the Currency)'in the United States, who has, 
above all, the important task of keeping the circulation 
as safe as possible. There is as much as $600,000,000 
(2,400,000,000 marks) of bank notes in circulation in 
that country, and the interest of the public there in the 
maintenance of the soundness of the notes is of much 
more importance than the interest of the public here in 
the insurance of the safety of private deposits. If we
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have a supervisory bureau for the insurance business, 
which indeed works very well and in complete accord 
with the representatives of that business, there is a 
much more far-reaching interest involved than that of 
the simple owners of savings deposits. A  life insurance 
re^ts on the efforts in the direction of saving exerted 
throughout a whole lifetime. When people have been 
paying premiums twenty or thirty years, it is extremely 
important that a guaranty shall be afforded that the 
money will actually be paid when the person insured 
dies. The tasks appertaining to a supervisory bureau 
for banking would represent a sphere of activity to 
which no limit can be assigned. Think of the many 
thousand banking concerns of every kind and cooperative 
credit associations! If all the small private bankers were 
to be included, an actual supervision would be a sheer 
impossibility. You might as well place all artisans 
under a supervisory office. If it is proposed to extend 
the supervision merely to the joint-stock banks, such 
supervision would indeed be feasible, but even then I 
do not believe it would be effective—as experience, par
ticularly in the case of the mortgage banks, has shown— 
for the reason that it would be impossible to penetrate 
into the details of the condition and management of the 
entire concern. In the case of the insurance companies, 
to be sure, every detail of the business management is 
subjected to a close scrutiny; but then the number of 
such concerns is not nearly so large.

Mr. R oeand-L u c k e . A s I stated day before yesterday, 
I am opposed to legislative regulation, because I consider 
it not merely useless with respect to the public interest,
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but in the highest degree mischievous. On the other 
hand, I am decidedly in fa^or of the policy of helping 
the parties concerned to train themselves in such a way 
as to become more and more accustomed to criticise 
themselves, to listen to the criticism of others without 
resenting it, to take lessons from criticism, and to make 
practical use of what they have learned.

How is this to be accomplished? Who will guarantee 
that fine words and fine plans, uttered and expressed for 
the moment, will not, as soon as the attention of the 
public is diverted, be dissipated like foam in the air?

I should like to submit a proposition to you which, 
according to my humble judgment, is calculated to attain 
the legitimate aim of the advocates of legislative regula
tion and which at the same time the opponents of legis
lative regulation ought to declare themselves willing to 
accept. I must remark that, as a matter of course, I 
have not discussed what I am going to submit to you with 
any representative of a bank, so that you may all rid 
yourselves of the impression at once that this might 
possibly be something emanating from the banks them
selves.

Since the beginning of the year we have seen a number 
of banks make a voluntary declaration to the effect that 
they are going to submit to the public at regular intervals 
a statement of their condition, and these banks, which I 
know have been joined by others in the course of the 
year, have bound themselves to adhere to this course. 
Their action would have a sort of binding force, something 
that could not easily be shaken off, through the circum
stance that it represents an obligation on the part of the
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members of the clearing house, which obligation is to 
continue as long as they are members of that institution.

I know that the objection has been heard that the 
contents of such published statements are not adequate, 
that is to say, as I take it, that they do not satisfy legiti
mate requirements. By legitimate requirements I under
stand the obligation to give to the public such informa
tion as will be of practical service without entailing any 
needless injury to the banks. The objection was raised, 
moreover, that such statements would be published only 
by an insufficient number of banks, while a large number 
of those banks in whose condition the public is particu
larly interested, would not be represented. Fault was 
also found on the score that there was no guaranty that 
the public would be sufficiently informed in regard to the 
condition of the banks.

How are these objections to be met? We have had 
these statements now nearly a year. It seems to me that 
it would be a logical step in the course of action here 
proposed if the Reichsbank, which presides over the 
clearing houses, were to consult with the members of its 
own clearing house in regard to the elaboration of the 
precise form which these statements are to take in the 
future and to submit tangible propositions relative to the 
matter, as has already been suggested this morning by 
Dr. Riesser, although perhaps not in this particular way. 
Out of the requirements with respect to the contents of 
the statements I shall select those that correspond, in my 
opinion, to what may justly be asked and what it is the 
practical concern of the public to know and which are 
calculated to promote the aims that we are all more or
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less pursuing—the development of the banks. Of course 
I am not able as yet to give you precisely formulated sug
gestions and propositions. All I propose to do is merely 
to indicate the skeleton which would have to be filled out 
by those appointed for the purpose.

I believe the following improvements could be intro
duced in the bank statements—such as they have been and 
as, in my opinion, they must be allowed to remain— 
without entailing too much labor for the banks and 
without disclosing their legitimate business secrets.

In the first place, the banks ought to state specially 
the amount of their credit balance at the Reichsbank. 
There should be separate entries: “ Credit balances at 
banks and with bankers” and “ Credit balance at the 
Reichsbank.”

In the second place, they should separate their stock of 
securities into various classes' (i) German imperial obli
gations, German treasury bills, and German state obliga
tions; (2) other absolutely sound German securities; (3) 
securities listed on the Bourse; and (4) other securities. 
I  believe that if a statement of these four classes were to 
be made five times a year, public criticism and the cus
tomers of the bank would be afforded an excellent insight 
into the condition of the bank, while with respect to the 
bank managers themselves such statements would con
stitute a compelling factor in the matter of self-training. 
Of course, considering the large number of banks with 
which we have to deal, regard must be had for their various 
peculiarities to the extent of inaugurating this change in 
the matter of statements only after the lapse of some 
time, say, six months, in order to give such of the banks

425

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
as might need it time to accommodate themselves to the 
new arrangement.

Another change that it would be of advantage to intro
duce in the statements is to divide the item “ Thirty- 
day stock exchange loans {Reports) and loans on collat
eral {Lombards) ” and make two items of it, namely, 
“  Thirty-day stock exchange loans and loans on collateral 
in connection with houses that are members of the Bourse ’’ 
and “ Other thirty-day stock exchange notes and loans on 
collateral.” Thirty-day stock exchange loans and loans 
on collateral to firms belonging to the Bourse are, of 
course, not to be placed with respect to fluidity in the same 
category with similar advances to outsiders. In the 
case of firms that are not members of the Bourse it is the 
universal custom, under normal conditions, to allow them 
to renew their obligations, whether this suit the lender 
or not, unless there is positive danger in such extension. 
When, however, the house is a member of the Bourse, if 
the lender does not care to let the debt run on all he has to 
do when the month is over is simply to decline to renew the 
loan and the money is promptly refunded.

With respect to the stock of bills, I should not go to the 
length of advocating a separation into bills drawn on Ger
many and bills drawn on foreign countries. However in
teresting such a division may be, important considerations, 
for which we must have regard with respect to the inter
ests not merely of the banks but of our whole national 
economy [“ Very true”] interdict such publicity. But 
these considerations need not prevent us from separating 
the bill portfolio into, first, discountable bills, excluding 
promissory notes and drafts of German banking houses;
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and, second, other bills. On the liabilities side that class 
of creditors which consists of banking houses should be 
specially entered, so that anyone may be enabled to see 
how large is the total amount due to such class.

What I have here suggested—one or two of the points 
calling, perhaps, for a somewhat more practical wording— 
ought, I believe, in a general way to meet the legitimate 
demands of criticism without conflicting in the least with 
the interests of the banks and of the public. These der 
mands have, indeed, been pushed to inordinate lengths, and 
I should consider it altogether mischievous and inexpedient 
to attempt to satisfy these further requirements.

If a form of bank statement were to be prescribed by 
law which all of you and those on whom the task of elab
orating it devolved firmly believed was the correct one, we 
should nevertheless be confronted every year with the 
question as to whether the new economic developments 
and business methods and our altered views as to what con
stitutes a security do not render a change necessary. 
How our notions in regard to what is expedient and sound 
in business are constantly changing is demonstrated by the 
fact that in the seventies the loaning or advancing of 
money on the security of a ship’s bill of lading was looked 
upon by most of the banks as a reckless way of doing busi
ness [“ Very true” ] although a maritime bill of lading is 
just as good security as the goods represented by it. The 
action of the Deutsche Bank, which was the first institution 
to engage in such transactions on a large scale at that 
time, was regarded with suspicion, and I frequently heard 
the remark, “ The advancing of money by the Deutsche 
Bank on bills of lading is a light-minded piece of business.”
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If such an expression were uttered to-day—and it was 
already the same thing ten years ago—everyone who is a 
judge of banking methods or an economist would smile at 
such an objection. I am referring to this merely in order 
to remind you that there is no such thing as stability of 
forms and rules in the various economic fields. What I 
am suggesting to you now with reference to the contents 
of the bank statements may be good for to-day, but this 
does not mean that I may not come to you myself in the 
course of nine or twelve months and say “ I consider this 
all wrong now; we must try something different. ”

We have heard it said that the banks that publish 
statements and which are going to publish the improved 
statements are not sufficiently numerous and that a whole 
string of prominent banks are not represented, many of 
which are the very ones whose statements the public 
ought by all means to have. But, then, gentlemen, I 
have always considered it as a matter of course that a 
feature of this spontaneous outgrowth would consist in 
our appealing to the Reichsbank with the dictum so 
excellently expressed a little while ago by Doctor Stroll: 
“ Reichsbank, when circumstances require, be rigorous.” 
I, too, should like to call out to the Reichsbank: “ Reichs
bank, be rigorous at times and behold this injunction 
ever before thee, written in shining, golden characters, 
and reflect that thy apparent severity is indeed no severity 
at all.” And to come back to Herr Stroll: “ Thou comest 
not clad in the robes of a bailiff appointed by the Gov
ernment, but thou comest as a representative of the 
public interest; it is thy task and thy duty to examine 
and to admonish, and, if there are those who are unwilling
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to hear, to compel them to hear; thou art able to warn 
effectually better than any one else.”

No matter what sort of a supervisory bureau you may 
have in view, do you suppose it can ever attain to the 
organization of the Reichsbank ? Could it ever com
mand such a thorough insight into every corner of our 
German realm and into every kind of economic activity 
as our Reichsbank can, which has its officials and confi
dential representatives right at the very spot? [“ Very 
true.” ] The Reichsbank would simply have to issue the 
following confidential instruction to its various agencies: 
“ Just ascertain which banks in your district continue to 
publish no statements. Enter into oral communication 
with one after another of them, talking either to the 
president or, if the management is in the hands of a 
supervisory council, to a member of such council with 
whom you are intimately acquainted and explain in a 
friendly manner that publication is a necessity for these 
banks,too.” As far as I know anything about the heads 
of the main branches and subbranches of the Reichs
bank, I am willing to make a wager with you that there 
will be mighty few banks which after such a representa
tion or after a repetition of it will hold out any longer, 
saying that they are unable or unwilling. But if there 
should be a very few that refused to yield, they would, 
as a matter of course, be quietly told in the name of the 
Reichsbank: “ Very well, if you are not going to agree 
to this thing, there is nothing left for us but to take 
measures that will compel you.” But this necessity 
will hardly present itself, for the agitation that has been 
going on these past two years in a more or less acute
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form in the press and in the Reichstag before the very 
eyes of the banks has reached the point where an insistent 
demand on the part of the public, or, at any rate, a firm 
determination on the part of our legislators, will lead to 
legislative enactments unless assurance is forthcoming, 
not merely of a readiness on the part of the banks to 
adopt the course of voluntary and adequate publicity, but 
of the certainty of their effectively pursuing such a course.

Another complaint that has been made is to the effect 
that the requisite information is submitted to the public in 
an inadequate manner. It is acknowledged that reports 
are published indeed in the Reichsanzeiger and that a 
number of papers publish the statements themselves and 
discuss and criticise them editorially—and this is, of 
course, true—but it is asserted that all this is inaccessible 
to the public at large. I should therefore suggest to the 
Reichsbank that in prescribing the form which the state
ments are to have in future it shall proceed to issue the 
following instructions, which it is presumed the banks 
will follow: Every bank shall in each room that is accessi
ble to the public post up its last statement, printed in 
visible and legible letters; furthermore, a printed copy 
is to be furnished to any person on request. By this 
means the banks would be saved a very great and useless 
expense in the way of advertisements in the newspapers 
[“ Very true ” ] and would be enabled at a minimum cost to 
satisfy the legitimate requirement in the matter of the 
ability of the public to have an insight into then 
condition.

Assuming that the Reichsbank adopts this course of 
action—that is to say, assuming that we have succeeded
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in obliging all the banks to publish statements and to 
publish them in a form that will satisfy all legitimate 
criticism—we shall then perhaps hear a note of dissatis
faction coming from various quarters, a prediction to 
the effect that when the present momentary feeling has 
subsided the matter will be permitted to go to sleep. The 
Reichsbank, it will perhaps be said, will gradually begin 
relieving itself of the duty of exercising a pressure which 
for one reason or another may be unpleasant, and at the 
end of a year the matter will be dropped or reduced to a 
mere formality. If this apprehension is felt and the 
belief entertained that the arrangements—of which we 
now have an abundance—that might be utilized for the 
purposes of the proposed supervision or control, together 
with the central committee of the Reichsbank (through 
which organ the bank thrusts out additional feelers into 
the various realms of business), may not be quite adequate 
for the accomplishment of what is desired, or if these 
organs are regarded as too prejudiced or otherwise not 
just the kind of mechanism that is required, then, gentle
men, I think we shall perhaps still be able to remove this 
objection in a satisfactory manner without the enactment 
of any laws. Can not the Government create a “ perma
nent banking commission ? ” This should not be a legis
lative measure. If no special appropriation is made for 
the commission and if its acts are not invested with the 
force of law, the Government can create as many commis
sions as it pleases.

Such a commission might, perhaps, most advantageously 
consist of twenty members. One-third of the members— 
I am taking, of course, merely an arbitrary number—are
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to be appointed by the Reichstag from its midst and the 
remaining two-thirds would be composed of two or three 
leading economists and about a dozen men of practical 
experience and untrammeled in their views, without 
regard to party affiliations. Do not be afraid to put ex
tremes together and insist—this admonition is intended 
for the Government—on having men drafted into this 
service who are actively engaged in the work of the com
munity, men who know how to deal with matters in a 
pragmatic and businesslike manner.

The organization of this banking commission would 
embody the following three features:

(1) The commission is to meet at least every three 
months, unless special circumstances render more frequent 
meetings necessary.

(2) At least two-thirds of those members of the com
mission who are not members of the Reichstag are to 
withdraw annually under all circumstances. The term of 
office would therefore be about one year. The object of 
this regulation is to prevent any unwarrantable or one
sided action on the part of the commission and to make 
room for persons who in the opinion of those exercising 
the appointing power are perhaps still better qualified 
than the retiring members to come into close touch with 
the banking interests and to obtain a clear insight into 
everything and who would be able to form the best judg
ments, give the most practical advice, based on experi
ences in the industrial and commercial world and tendered 
with due regard for the public welfare, and to apply the 
necessary remedies in a practical manner.

(3) The persons appointed to serve on the commission 
must bear in mind that it is not merely their duty to
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approve what is submitted to them, but that the obligation 
has been imposed upon them to take the initiative them
selves whenever they consider that a due regard for the 
public interest and existing economic conditions seems 
to demand it. Whenever two or three of the members 
say they would like to have a special session, the chair
man shall, pursuant to their request, at once proceed to 
call such a session.

This would, in a rough way, indicate the three main 
points to be considered with respect to the organization 
of the commission. It would be expedient to have a 
permanent secretary for this commission, representing 
the Government or the Reichsbank, instead of having a 
special secretary deputed for each session, whose activity 
and interest would naturally be diverted to other matters 
as soon as the session was over. A permanent secretary 
would mean a regular and wide-awake conduct of the 
commission’s business. Such an arrangement would pre
vent the commission from proceeding in perhaps too theo
retical a fashion. It would possess something like a center 
in the permanent secretary, who would keep his eyes 
constantly open with reference to the functions of the 
commission, would, for example, himself elaborate the 
form of the bank statement that would have to be 
adopted, would enter into the practical details, and who 
would be at the service of the commission whenever it 
had anything to propose.

But you will probably ask, gentlemen, What will be the 
practical value of the commission ? Well, this commission 
would have to consider, in the first place, on its own initia
tive, and, secondly, at the instance of the authorities,
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suggestions and complaints arising out of occurrences in 
the commercial and industrial world with reference to the 
possibility and usefulness of remedial measures, and it 
might perhaps occasionally go so far as to ask the Reichs- 
bank whether it is doing its full duty or to put the same 
question to the commissioner of the Bourse. The officers of 
the Reichsbank and other government officials would be 
enabled, when they happened to be intent on some ques
tion or another, to discuss it in the commission with prac
tical men and even perhaps to devise efficient protective 
measures before a recourse to legislation was found to be 
necessary. On the other hand, the members of the com
mission who ought to represent the various currents of 
economic thought and the various departments of indus
trial and commercial activity, would, of course, come 
forward with their suggestions, and thus the commission, 
as a merely deliberative body, would devise ways and 
means, which would be submitted to the decision of the 
appertaining imperial authorities.

It would naturally be the business of the commission to 
consider whether an improvement in the form of the bank 
statements was not called for and whether measures ought 
not to be adopted in order to do away with abuses of one 
kind or another in the banking system, or at least to render 
their occurrence less frequent.

I had a notion at the outset that a little legislative pro
vision by which the designations “ bank” and “ savings 
institution” would carry with them a sort of privileged 
status would not be altogether useless. I have, however, 
reached the opposite conclusion. In the first place, I had 
to say to myself: Is it actually going to make a difference
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of any real practical significance whether in a large or 
small town a concern styles itself “ bank” or “ credit insti
tution” or something else of the sort? Would the public 
which has been bringing its money to such a concern cease 
to bring it because of a change in the name? I am con
vinced that it would hardly ever happen that a person will 
not come with his money because he would be placing it, 
not in a “ bank,” but in a “ credit institution” or in an 
establishment styling itself one thing or another. I 
thought at first also that it would be a good thing to pro
hibit by law the use of the designations “ savings-bank 
account” and “ savings” by any concern outside of sav
ings institutions and Genossenschaften in business transac
tions, in dealings with the public, on placards, in newspaper 
advertisements, etc. I therefore made visits to various 
small towns, with reference to which the matter would 
have its main importance, and tried to sound the senti
ments of the small tradespeople in order to get some idea 
as to whether they would be likely to be frightened off if 
the wording of the placard in the window would be 
changed from ‘ ‘ Interest allowed on savings accounts at the 
rate of so much per day, per month, per three months ” to 
“ Interest allowed on deposits repayable at a day’s notice, 
at one month’s notice, ” etc. My answer to this question 
is decidedly in the negative, and, moreover, I am of opinion 
that the actually existing abuses can in the main be re
moved and ought to be removed without recourse to legis
lation. One way has already been suggested by Doctor 
Riesser. You are aware that a paragraph in the law rela
tive to unfair competition provides that a person may be 
prohibited from making use of the designation “ bank” in 
a way to mislead people.

435

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



N  at  io n a l M  on et a r y C o m m i s s i o n
The Reichsbank would send instructions to its various 

branches: “ Inform us at once in case any concern in 
your district is making an illegitimate use of the desig
nation ‘ bank’ in such a way as, considering the whole 
position and character of the establishment, would 
make it appear likely that the public will incur danger.” 
The Reichsbank would not even have to go to the 
trouble of taking further measures, for all it would have 
to do would be simply to instruct the Central Union of 
German Banks and Bankers to attend to the matter, 
which, of course, they would be glad to do.

In regard to the designation “ savings institution,” 
I believe that in the last two or three years many of the 
medium-sized and small banking concerns have given 
up using the terms “ savings,” “ savings-bank accounts,” 
etc. There would not be the least difficulty, as far as I 
can see, in the way of the Reichsbank giving notice to 
a delinquent concern by means of a brief summons 
addressed to it in due form by the superintendent of 
the branch office of the Reichsbank and worded as 
follows: “ We desire to call your attention to the fact 
of your making use of the terms ‘ savings-bank ac
counts ’ and ‘ savings.’ There is no doubt that these 
designations are applicable only to savings institutions 
and Genossenschaften, and we would earnestly recom
mend that you drop them.” I believe that this would 
suffice in the great majority of cases, and if in a few 
cases no result should be achieved, I am sure that, even 
without recourse to new laws, there would be some 
means of exercising effective pressure which the savings 
institutions and Genossenschaften could employ in order 
to guard their interests against unfair competition.
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Herr Schinckel dwelt upon a matter which I also 

had in my program. He said that it is necessary for 
the sake of self-instruction—and he appealed in par
ticular to the teachers of political economy—that cer
tain ten commandments shall be inculcated in the 
masses. I should consider it necessary, for example, 
gentlemen, to address the following pressing summons 
through the mouthpiece of the Reichsbank or of this 
commission to the various German ministers of public 
instruction: “ See to it by all means that in all the 
schools, seminaries, and philological institutions the 
boys and girls who have attained the age of 14 years— 
especially if they leave school at 14, but also in case 
they continue to attend school—have certain economic 
principles explained to them in a way suitable to their 
age, such as an intelligent father ought in general to 
inculcate in his children, but unfortunately too often 
does not.” In these ten commandments which Herr 
Schinckel enjoined we should, of course, include a clear 
understanding of the term “ savings institution,” and 
furthermore an understanding of the fact that, if one 
desires to become a good citizen, it is necessary in the 
first place that a person shall make sure that he is able 
to pay for what he wants to buy in order to satisfy his 
needs, and, secondly, that he shall make it clear to 
himself that it is his duty to pay quickly. I should 
naturally recommend that this kind of A B C be intro
duced in the military schools. [daughter.]

The economic ten commandments have got to be formu
lated in a thorough manner and impressed in clear-cut 
fashion—I was going to say, with flaming characters— 
upon our fourteen-year-old students, male and female.
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If the proposed commission will dispose of matters 

in the way I have roughly indicated and if fresh blood 
is constantly brought into it, the movement will be pro
moted which Herr Schinckel has characterized as con
ducive to the self-training of our present and future 
banks and bankers and to the development of our whole 
economic existence. And if we can get so far as to infuse 
into our growing youth from the richest to the poorest 
the economic ten commandments in an intelligent and 
convincing manner, so that it may pass from school into 
actual life with a certain understanding of economic 
principles, our efforts will bear fruit a thousandfold and 
our people will in many respects know how to manage 
its affairs with much more mature judgment than here
tofore. [Applause.]

Having submitted my proposition to you, gentlemen, 
I find it unnecessary to refer to the individual questions 
submitted to us, all of which I have answered in the 
negative.

There is one matter on which I should like to dwell 
for a moment. I must join in a protest that has come 
from several of the members. In the course of our 
previous discussions the statement was made that there 
were a great many people who did not exactly care to 
put their money in the savings bank but who, at the 
same time, for local or other reasons, were unwilling to 
entrust it to the private bank. These people, it was 
urged, had a right to demand that an institution be 
created where they could safely leave their money; that 
is, an imperial bank of deposit.

As far as the imperial bank of deposit itself is concerned, 
I should consider its creation the most unfortunate
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thing I can conceive of. In the first place, regarded as 
a business, it would be a very poor sort of business, and 
its operation would render the difficult task of our Reichs- 
bank vastly more difficult unless it was organized on 
such lines that the expediency and wholesomeness of the 
institution would thereby be necessarily made to appear 
problematical. The demand for the proposed imperial 
bank of deposit may be readily met by arguing that, 
since we have made a beginning with the system of post
check accounts, the next thing to be done is, as soon as 
the post-office has been rendered efficient in this field, 
to tackle the question as to whether the development of 
the post-check arrangements may not lend itself to the 
opening of interest-bearing accounts. If the problem 
of interest-bearing accounts is satisfactorily solved 
through the arrangements of the post-office, due regard 
being had for the interests of the savings institutions 
and Genossenschaften—this being a necessary condi
tion—then the whole question of the establishment of 
imperial banks of deposit or similar institutions is di
vested of all practical importance.

I must beg you once more most earnestly in the first 
place to regard the proposition which I have formulated 
as a mere skeleton, something that can be improved 
upon, and, furthermore, to consider that by means of 
this step—which does not aim at the creation of a new 
imperial authority responsible in any respect to the 
public—we shall not only promote in an increasing meas
ure the training of our bankers, but that the public will 
have the satisfaction of seeing a new agency installed 
by the side of the Reichsbank capable of rendering it a
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great service at times, and finally that the imperial 
Government will not be burdened (a matter of some 
importance, in my opinion) with any expense outside 
of the salary of the secretary and the traveling expenses 
of the members of the commission, in so far as they are 
not residents of Berlin.

If there are some points in regard to which I may 
have been misunderstood, or have not expressed myself 
quite clearly, I shall be glad to answer any questions put 
to me.

Doctor W ach lER. Gentlemen, I can express myself in 
a few words in regard to the questions under No. II, 
i and 3.

I answer in the negative the question as to the need 
and expediency of legal regulations in regard to the 
acceptance, management, and investment of deposits and 
savings, and particularly with reference to the banks. 
The matter may perhaps be slightly different in the case 
of the savings institutions and Genossenschaften, but 
I believe that even here there is no need of regulation, 
for the reason that the savings institutions and Genossen
schaften, especially the former, are under governmental 
supervision, and that the Genossenschaften have insti
tuted supervisory agencies which can intervene whenever 
the occasion demands.

I do not believe, therefore, that it is necessary for me 
to deal specially with the individual points under 1 and 
3, inasmuch as I have already expressed my general 
opinion in regard to them and have based my negative 
position (in so far as I have not made this clear in my 
general statements) on the same considerations which
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the various experts who have supported this view have 
already adduced, and which it would hardly be worth 
while to repeat.

I am consequently only called upon to say something 
in regard to “ other suggestions” and “ other measures.” 
I am convinced, as far as this is concerned, that the 
admonitions and warnings of the public organs that are 
charged with passing judgment upon the conduct of the 
banks—including, of course, the public press and the 
Reichsbank with all its branches—would be quite ade
quate to prevent any possible abuses on the part of the 
banks in the matter of the granting of credit, especially 
in connection with the reports and the statements that 
are published every two months by the leading banks 
and which—here I concur fully with Herr Roland-Liicke— 
ought to be obtained from all the other banks. If, 
having all this as a basis for its censorial activity, the 
Reichsbank should undertake to exercise its scrutiny, 
and, in case it finds anything wrong, should procede to 
exert pressure on the banks in the way it considers most 
suitable—I am sure we need not dictate the manner, as 
it will be able to decide for itself—we shall undoubtedly 
be enabled to achieve results in a sense conformable to 
the aims of the Reichsbank, in which case there will be 
no need for any further measures. ■

Herr Roland-Lucke has been expounding a proposition 
of his, which is very seductive, but I have not quite 
grasped the distinction between the bureau of supervision 
and the commission. At this instant the term “ com
mission” appears to me to be only another name for 
“ bureau of supervision,” and, as the whole matter is not
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so simple, I shall beg to be allowed to defer my judgment, 
inasmuch as Herr Roland-Lucke’s proposition exhausts 
at the same time points 2 and 4 and I was under the im
pression that I was permitted to talk only in regard to 
points 1 and 3. If his suggestions amount to more than 
a mere substitution of “ commission” for “ bureau of su
pervision,” then the matter would have to be considered 
more fully. For my part, I am not so quick of compre
hension as to be able to grasp all the details which have 
just been laid before us with reference to the consequences 
involved. However alluring all that was said has ap
peared to me, especially as the proposition does not aim at 
governmental interference, but has for its purpose not only 
to give full scope to the spontaneous activity of the banks 
and the assertion of their power to decide matters without 
external dictation, but also to incite them to adopt a 
policy conformable to approved principles and to exercise 
moderation in the granting of credit—a thing which I 
regard as so essential with reference to the matter of 
fluidity—I must nevertheless say that one statement 
has excited a doubt in my mind as to whether the com
mission is not going to be after all, or might not become, a 
bureau of supervision. My esteemed colleague has stated 
that the function of the commission would be to investi
gate all complaints brought forward by the press in re
gard to the banking system, and particularly to question 
the imperial commissary and the bourse commissary as 
to whether they were doing their full duty. This to me 
would seem to involve the idea that this commission was 
to be a bureau of supervision. I am absolutely opposed 
on principle to a supervisory bureau. At the same time,

442

TDigitized 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 - 9
if after close reflection I should arrive at a different con
clusion, perhaps I may agree fully with Herr Roland- 
Eucke’s proposition. I do not care, however, to go on 
talking about the matter, as I have requested to be en
lightened in regard to the subject.

Mr. R oIvAnd-Lu ck e . If I may be permitted to explain 
briefly now, perhaps the matter can be disposed of at 
once.

The commission which I have suggested would be some
thing entirely different from a supervisory bureau. It is 
not at all an office that has any rights whatsoever, one that 
is based upon some law; it is nothing more than a body 
of men who are to be consulted and to receive suggestions. 
In order to bring out the clear-cut distinction between a 
bureau of supervision and this commission, I want to tell 
you that this commission is going to be the “ faithful 
Eckart” of the Reichsbank, of*our money market, of our 
banks, and of those engaged in solving banking problems. 
Faithful Eckart advises, but he does not “ supervise.” 
The commission has no legal right formally to interro
gate a bank or any individual; it is in reality merely a 
trusted advisory council. It goes without saying that 
the commission can not undertake to discuss everything 
relating to banking that is ventilated in the press. If 
a member of the commission happens to come across any
thing in some newspaper or another whose importance 
in his opinion would seem to warrant discussion at the 
next session, or at an earlier date in case there would be 
danger in delay, it will depend on him whether he shall 
bring up the matter at the next session or forthwith pro
pose a special session, or whether he shall, without any
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discussion of the matter by the commission, make con
fidential communications to the president of the Reichs- 
bank, to whom the chairmanship of the commission would 
naturally be assigned. I take good care to keep on my 
guard against anything flavoring of a bureau of super
vision. A supervisory bureau would render everything I 
have proposed nugatory.

A V oice. The change of the personnel is a very impor
tant matter.

Doctor W achlER. The idea at any rate is deserving of 
very thorough consideration, and the statements that 
have been made leave no room for any objection unless, 
perhaps, the question might be asked whether the whole 
thing is not a little too vague. We must have a well- 
articulated and definite organization for the kind of activ
ity we are discussing.

This matter of the change of personnel, which has just 
been introduced, is certainly of great importance. The 
change strikes me as being somewhat too rapid. The 
arrangement by which every year two-thirds of the mem
bers—these are to be taken in a measure from the ranks 
of the private people—are to be changed would perhaps 
not be as good a one as if one-half were to withdraw every 
year (thus making a constant biennial rotation) so that 
by means of the personnel a certain continuity in the 
conduct of business would be realized, which is useful and, 
in fact, necessary.

The idea appears to me on general grounds so long as the 
outcome is not to be a supervisory bureau an extremely 
plausible one, but I regret that my understanding is no 
longer so quick and acute as to enable me to consider it
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with reference to all the consequences, so that I must 
reserve my definitive judgment for a little while yet.

Otherwise I have nothing to add with reference to the 
points which are submitted at this time for discussion 
except to say that I do not believe in the expediency and 
necessity of legislative regulation and that I am all the more 
in favor of a recourse to such action as Doctor Stroll, I 
believe, has recommended, consisting in admonitions and 
warnings wherever in the opinion of the Reichsbank abuses 
in the matter of credit are manifesting themselves, such, 
for example, as the granting of credit to concerns that are 
not sound. I admit that this is attended with more or less 
difficulty, but, on the other hand, it is quite necessary that 
pressure from some quarter be exercised at a time when it 
is especially evident that the banks are acting in a light- 
minded manner. I assume that regulations in regard to 
the conduct of business would not work, if for no other 
reason because credit can be granted somewhat more read
ily or less readily according to the state of the money mar
ket. With respect to such matters there can be no such 
thing as making regulations even within the compass of the 
ten commandments of the bank presidents. The head 
of a bank must be allowed to be governed by his touch, 
by his feelings. When he gets the sheet in the morning 
showing the state of his cash, he will do one thing one 
day and something else another day,, according to how 
he views the horizon. I do not believe that any absolute 
norms can be prescribed with respect to such things. It is 
all a matter of the feelings and impressions of the bank 
manager. Nor can this be acquired; it has got to be in
born in such a man. A third party outside of the bank can
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not get an insight as to what ought to be done. If the 
Reichsbank, in whose hands all the threads converge and 
which by means of its discounts, its loans, its giro trans
actions, etc., can gaze into the heart of the whole world of 
business, were to talk to the consciences of the dispensers 
of credit in a friendly or a less friendly way, a little more 
earnestly or a little more sharply, whenever it considers it 
necessary, by that means alone a good deal, I believe, would 
be accomplished. No other authority can do that so wrell 
as the Reichsbank. It is in human nature that it should 
at times be unpleasant to have some one peering into your 
affairs in this manner, but the thing has to be done. The 
bank is bound to assume this difficult task by the side of 
the exalted duties which it discharges as the head of our 
whole credit system.

The Ch a irm an . Gentlemen, it is 6 o’clock. I suggest 
that we resume our discussions at io o’clock to-morrow 
morning. (Close of the session, 6 p. m.)

446

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 - 9

F r id a y , November 26, 1909— 10.30 a. m.
Chairman Wirklicher Geheimer Rat H a v e n sTEin , presi

dent of the Reichsbank Direktorium:
I hereby open the session and request Herr Mommsen 

to take the floor.
Mr. Mom msen . I have already stated in the course of 

the general discussion that I, in common with others of 
the members, am at the present time on the whole opposed 
to governmental regulation. I do not consider it neces
sary in view of the experiences that we have thus far had 
with our credit banks, and I concur entirely in the opinion 
expressed in such detail by Herr Roland-Tiicke yesterday 
that such legislative measures—whatever form they may 
assume—are very dangerous and might easily prove 
extremely mischievous. I should like to remind you 
that, with all the ill-feeling against the great banks, 
so-called, that has transpired here in several of the 
addresses, we can not assume that legislative regulation 
would be intended merely for the “ great banks” or for 
the large banks in general. Every measure of the kind 
in question would in all probability be a much greater 
hardship for the small and medium-sized banks, especially 
those located in the provinces, than for the large banks, 
which, by reason of their mobility and, in part also, by 
means of their great resources, as well as through their 
ability to expand their operations, can, of course, 
much more readily accommodate themselves to the regu
lative provisions. This easy adjustment on their part will
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have the effect of making the small and medium-sized 
banks, which are already badly handicapped by the 
favor shown the very large banks by the public, suffer 
very serious detriment.

There is another matter I should like especially to 
dwell upon. We have had to deal with the proposition 
to make it obligatory to set aside some sort of a reserve 
(cash, etc.) against deposits and savings and in fact— 
since it is now generally admitted that there is no way of 
distinguishing them which for the time being, at least, 
does not present some objection—against the outside 
moneys of the banks in general. If it is proposed to fix a 
minimum percentage, this can be nothing else than a 
purely arbitrary fixation, which will operate in one way 
with one institution and in an entirely different way with 
another. It must not be forgotten that the cash reserves 
which the manager of a bank has to maintain must be 
appraised very differently in the case of each institution 
with reference to the character of the clientele. One bank 
is not like every other bank. It is a different matter in 
Berlin from what it is in Hamburg or Frankfort. Like
wise, too, in the case of those institutions which have 
branches in many places the cash reserve has naturally 
to be measured closely with reference to the momentary 
needs of the customers and the character of the clientele 
of the particular branch, as well as the nature of the busi
ness transacted there, and to determine just what is 
required in each case is a task that has to devolve on the 
management of the branch in question. This is some
thing that does not admit of regulation in a systematic 
manner. Such regulation is not within the scope even
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of the general management of the bank. The matter has 
got to be arranged by the person who has the disposition 
of the funds at the particular place. The business 
man’s feeling must tell him how much of a cash reserve 
he must have at particular times and under particular 
conditions if he is to be enabled to do justice to the 
demands of his customers. With respect to this regulation 
could do no good whatever.

There would be no particular object, gentlemen, in 
going ahead and dwelling on the individual aspects of 
the matter before us, for the measures that are enumer
ated here under Questions iB  are largely such as can 
in general be carried out only by means of legislative 
enactments. That a great deal can, of course, be accom
plished by educating the bank managers and bankers 
and the public as well, as Herr Roland-Liicke explained 
yesterday, does not admit of any question.

I shall pass on to one special point, the question as 
to the restriction of the volume of the outside moneys 
held by a bank. The one scale that could be adopted 
would be the capital of the bank in question. There is 
something of this sort already in the case of the mortgage 
banks, the maximum volume of debentures in circula
tion being dependent upon the capital of the bank. But 
the practical result in this case has been that when a 
mortgage bank is able and eager—on account of the profit 
involved—to issue additional debentures, if it is approach
ing the limit of the issue of such obligations, all it has to 
do is to increase its capital in order to issue debentures 
up to fifteen times the amount by which the capital has 
been increased. I fear, gentlemen, that precisely the
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same thing would happen in the case of the banks. A 
bank is not in a position, as Herr Schinckel pointed out a 
little while ago, to maintain the limit in the matter of 
outside moneys with respect to an individual customer, 
for if a regular customer sends money it is simply bound 
to take it. If, then, in making up its accounts, say, at 
the end of a year, it has reached the limit which it is pro
posed to ,fix by legislation of the aggregate of outside 
moneys or finds it is approaching that limit, it would 
have to proceed to increase its capital in order not to 
bring its business to a standstill. The enlargement of 
the capital for such a reason in the case of credit banks 
would appear to me, however, to be a dangerous thing 
from an economic standpoint, and we ought to refrain 
from doing anything in the way of inducing the banks to 
increase their capital from considerations of such an 
extraordinary nature. I believe, gentlemen, that for this 
reason alone we ought to be very careful about proceed
ing in this direction.

It is not my purpose to take up the single points here, 
as, for example, the preferred claims of creditors having 
deposit or savings accounts. This matter has been 
already thoroughly discussed. These questions all depend 
upon the practicability of separating deposit and savings 
creditors from simple creditors. We have heard from 
practical business men on every hand that in the present 
state of things, at least, a distinction of this sort to which 
no objection would attach is impossible, and that is suf
ficient reason for our abstaining from doing anything in 
this direction, irrespective of the circumstance that a 
preference of the kind in question would affect our legal 
system in a way that might involve considerable danger.
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I have already expressed myself in regard to the cash 

cover.
I am now coming to the question of the investment of 

part of the bank’s funds in government obligations and 
similar securities. I should like to remind you, gentle
men, that our prominent banking institutions—I must 
call your attention particularly to the latest statistics 
regarding the Deutsche Bank and the Dresdner Bank— 
have at present very considerable sums invested in such 
securities. It will be an easy matter, of course, if some
thing of the sort is considered desirable, for our large 
institutions to adapt their action in future to demands 
or injunctions aiming in this direction. But here, too, 
we are confronted by the difficulties encountered in the 
case of the small and medium-sized banks, which, inasmuch 
as they have put in no more capital than is needed for the 
absolute requirements of their monetary transactions, are, 
of course, not so easily in a position to invest part of their 
funds in securities which are very safe, indeed, but yield 
small returns. This applies also to the investment of the 
surplus.

Booking at the matter from a juridical and economic 
standpoint, I am not prepared to say that it might not 
have been a good thing at the start to have inserted a 
provision in our laws relative to joint-stock companies 
similar to the one that has been enacted in Switzerland, 
permitting of the investment of the surplus in stable 
securities which must not be touched. These securities, 
could, of course, not be offered as collateral, for using 
them as such would prevent them from being available 
when required. I believe that a measure of this kind
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would have been of advantage. But to introduce one 
now all of a sudden would naturally be a more or less 
difficult matter. Nevertheless, I am of opinion that it 
would be well to provide that the legally prescribed sur
plus be kept apart from the resources directly utilized in 
the business transactions. Supposing that by means of 
an agreement or through legislative means—I trust we 
shall not have to enact a provision to that effect, for no one 
can tell what else would be tacked on to it—we could 
arrange that the legally prescribed surplus shall in the 
future be invested in government securities; this would 
mean, of course, a heavy temporary investment in such 
securities, the surplus funds being largely not invested in 
this way at present, but the whole thing could hardly 
have any great significance as regards the future, inasmuch 
as the great majority of the large and medium-sized bank
ing concerns, as well as the majority of the provincial 
banks, have raised their surplus up to the legal require
ment, so that a fresh accretion to the surplus funds, by 
means of the issue of stock, can hardly be expected. For 
if it were to be made obligatory to invest all that comes 
within the compass of the legally constituted surplus fund 
in government obligations, that is to say, in securities 
bearing a low rate of interest, the issue of fresh stock with 
a premium would prove a delusion for the bank managers.

Bet us take a practical example. The shares of the 
Deutsche Bank are at present quoted at about 240. If 
it were to proceed now to issue fresh stock at 200 or 220, 
it would have to invest the 100 or 120 in government 
securities, which would yield 3 or 3 ^  per cent interest. 
But the Deutsche Bank pays on its stock 5 per cent of
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the amount paid in, so that it would sustain a direct loss 
with respect to this part of its new capital, and it would 
therefore have to consider whether it would not be more 
advantageous to adopt the principle, frequently advocated 
in financial circles, of issuing stock in future, not at a 
premium, but at par plus expenses. It would, in that case, 
of course, increase its nominal capital to a greater extent 
proportionally in order to have the same resources, and 
there would perhaps be a drop in the dividends and the 
price of the bank’s stock, but, all in all, everything would 
remain as before. I believe that if we are to have propo
sitions of this kind with respect to the premium, the re
sult would be that the issue of stocks at a premium, 
especially in the case of very high priced securities, would 
get to be a rare occurrence, and in any case future invest
ments in government securities would not be greatly pro
moted by such measures. I consider it doubtful, too, 
whether the imperial government and the individual states 
would find it in their interest to enact regulations of this 
kind in order to meet temporary requirements. I regard 
the question, however, of the investment of the surplus 
as something standing apart, and I am not at all prepared 
to assert a priori that measures of the kind in question 
might not perhaps prove quite efficacious.

The chairman, I understand, does not expect us to 
deliver an opinion for the time being in regard to the 
publication of balance sheets, or is it only their pre
cise form that is to be left out of the discussion ? Herr 
Roland-Lucke has dwelt upon this subject, and justly 
so, for whosoever is opposed to legislative regulation 
can not entirely ignore it, inasmuch as the publication
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of these balance sheets and statements is the only means 
of satisfying the legitimate claims of the public, on the 
one hand, and on the other hand, of causing the gradual 
introduction in the banks of an arrangement that we all, 
or at least most of us, consider very desirable. For this 
reason we can not afford to pass over the matter entirely. 
The question as to the precise form to be adopted is in 
itself not a very simple one, and we must bear in mind that 
a very detailed scheme not only makes it much harder to 
obtain a clear view of the figures, not merely for the lay
man, who anyhow is not going to get much out of the pub
lished balance sheets and statements, but also for the 
experts, especially when the number of banks that publish 
statements will go on multiplying. I believe, therefore, the 
idea ought to be to give as few figures, but as character
istic ones, as possible, and, as far as I am able to judge, 
this coincides on the whole pretty well with the scheme on 
which the great banks have agreed. I fully concur with Herr 
Roland-Lucke in recognizing the fact that a certain de
velopment of the scheme employed is likely to take place. 
But you must remember, gentlemen, that if the publica- 
tion of statements is to be of any service, we must not 
alter the scheme too frequently, for their usefulness will 
be in the comparison and not in the individual figures. 
[“ Very true.’ ’]

We must therefore manage in such a way that when 
we have settled definitively upon a scheme of statement, 
either now or, should amendments be found necessary, 
in the immediate future, this scheme shall serve as a 
basis for a number of years, else the whole thing will 
fail of its object. [“ Very true.” ]
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I am willing to go so far right now as to say that even 

if we are to retain the present form of statement it will 
be practicable without sacrificing any part of the advan
tage to be derived from a comparison extending over 
a succession of years to introduce greater detail with 
respect to certain points. I am not speaking as the head 
of a bank, but as a representative in the Reichstag; but 
I may say that I have no objection whatever from the 
standpoint of a person who has to deal with banks to 
specific entries in the matter of the figures relating 
to securities, as suggested yesterday by Herr Roland- 
Llicke. I am sure that what the banks publish every 
year in the reports of their business—and nowadays it 
is a universal practice to itemize the securities account— 
could as a matter of course be contained in their state
ments if there is not too much additional labor involved. 
This is certainly the case with the securities account, 
for whether the securities account is composed of one 
item or of five items is, of course, altogether immaterial 
with reference to the preparation of the statement and 
also with respect to its appearance at the proper time.

There are other points with respect to which this is 
not the case. The question was repeatedly brought up 
in the course of the hearing of the experts as to whether 
it would not be well to distinguish between the different 
kinds of debtors, and there are some banking institutions 
which in their reports distinguish between secured and 
unsecured debtors and in the case of the former make a 
separate class of those whose collateral consists of securi
ties listed at the Bourse, the so-called “ security debts” 
being often regarded, and justly so, as especially liquid. A
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customer to whom a bank has loaned money can be ad
vised or compelled to sell, and the bank then gets back its 
money. But these are things that do not admit of being 
done four or five times a year, off-hand, without great 
additional labor, and I believe the consideration that is 
gradually being allowed more and more weight in the 
field of governmental administration should be allowed 
to influence the conduct of private business, the con
sideration which tells us that we ought to be careful not 
to create things demanding from the start a greatly 
increased expenditure of labor and, of course, of money 
likewise without possessing any real practical value.

The suggestions which Herr Roland-Liicke has made 
relative to what further steps might be taken in con
nection with the publication of statements appear to 
me deserving of serious consideration. I will not deny, 
however, that I am not willing to accept everything 
unreservedly. If we install a commission which is to 
be kept permanently busy with these bank regulations, 
we shall actually have—let us call it once for all by its 
true name—nothing else than a permanent bank inquiry. 
You are aware that in our midst and also in political 
circles, especially among the Liberals, loud protests were 
heard, particularly at the time of the severe crisis, against 
the institution of the Bank Inquiry Commission. I ad
mit that these objections have not been borne out by 
the events. No evil consequences have followed and 
I presume none will ensue. All the same a permanent 
commission of this kind might justly be considered 
objectionable on some grounds.

N  a t  ion a l  M  o n et  a r y C o m m i s s i o n
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I am willing to allow, however, that there are certain 

things that are capable of being developed only in this 
manner and can not be regulated by law, and this is 
especially the case with the classification in the balance 
sheets and bank statements. In regard to this matter, 
we are absolutely unable to make any legislative pro
visions. Such provisions could only be in the nature of 
minimal regulations, and, if they were to be at all prac
ticable from an economic standpoint, they would have to 
be made so loose as to make it possible to get in every
thing in the way prescribed. If the law were to proceed to 
specify details in the manner proposed by Herr Bernhard, 
then the law enacted in 1910 would in all probability be 
already antiquated in 1912, and, instead of a benefit, it will 
become an irksome constraint not only for the banks but 
also for the entire public that is interested in the matter. 
These things, as I  have said, can not be regulated legisla
tively.

But if, in order to develop the proposed method of 
regulation within the compass that I have already indi
cated, we are to have such a commission of experts, it 
seems to me that the results may be very beneficial. We 
have commissions of this kind at present, only they are 
not invested with like authority. If you take, for ex
ample, the Berlin Stempelvereinigung, in which all the so- 
called great banks are represented, and the resolutions 
adopted by it, we may look upon it as a sort of commis
sion already active along the lines in question, which has 
not always set itself against legislation, having urged it 
with respect to certain matters. If, therefore, we had 
such a commission of experts with amplified powers, there 
could certainly be no harm in it.
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There is still one aspect of the matter before us that has 

to be considered. Supposing that this commission is in 
existence and that, with the aid of the Reichsbank, it has 
managed to bring about a very general publication of 
statements on the part of the joint-stock banks, as well as 
a pretty general agreement in regard to the form of the 
balance sheet, on which great stress should be laid, then 
there is a further consequence with which we have to 
reckon. For, if such statements are to be published by 
the hundred, they can be of real value to the public only 
if they are collected and published together. The whole 
thing, therefore, in this broad application, would amount 
to a sort of running statistical summary, of which we have 
before us the first fascicle in the supplementary pages. 
Otherwise I can not see what use there would be in it, and 
I am pretty sure that the statistical department of the 
Reichsbank, which would probably be brought into requisi
tion, would hesitate before it would declare itself able and 
ready to undertake the task in question. It is my opinion 
that we should have to draw a line somewhere if we wish 
to achieve any real result. If we look at the statistics, in 
particular those relating to the very small banks, say, 
those under 1,000,000 marks—I ought to go further and 
say the banks under 2,500,000 marks—the thing has a 
certain value, to be sure, as a matter of comparison, but 
it has in reality no meaning in regard to general economic 
problems. For the aggregate of the outside moneys in 
these small concerns, although very large relatively to the 
capital, much larger, indeed, than in the case of the great 
banks—the ratio, if I remember right, is 92 per cent or 
even more—has no significance with respect to the public
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at large, as it amounts to very little in comparison with 
the total funds accumulated in the other banking institu
tions. I would recommend, therefore, that the scope of 
the commission’s activity be limited from the start in 
this respect.

This is practically all that I have to say with reference 
to these individual points.

If I may be allowed to say a word still in regard to the 
supervisory bureau for banking, for which there has been 
a constantly recurring demand, I must tell you, gentle
men, that I should consider it a melancholy outcome of 
this long and painstaking discussion on the part of experts 
if all that could be got out of it was only an addition to 
our administrative force. For this supervisory bureau 
can be nothing else, and even those of the gentlemen who 
urge its creation are willing to admit that to install a new 
administrative authority which, to use the words of 
Professor Wagner, can in reality exert nothing more than 
a merely censorial activity, would, indeed, considering the 
interests which it is to represent and the responsibility it 
is to assume, be altogether superfluous.

Professor Wagner has devoted special consideration to 
this question of a supervisory bureau, but he has been 
obliged to admit that such an institution can not amount 
to much. He looks upon it as necessary only in so far as 
we should have an office charged with verifying the publi
cations of the banks—statements, balance sheets, etc.— 
by means of comparison with the figures in the books. I 
have already told him that for this purpose it would 
suffice to take an expert accountant. If we have so little 
confidence in our banks as to imagine that the figures
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which they publish with the full responsibility of their 
head officers and managers and with full responsibility 
toward the stockholders do not agree with the books, then 
there is an end of everything [“ Very true” ], and I should 
protest emphatically against this expression of opinion 
touching the whole banking world coming from the 
mouth of a man of science at this very table. For, gen
tlemen, we are not here in order to sow distrust, particu
larly in connection with a matter in regard to which there 
is no occasion whatever for any distrust. I should, there
fore, like to lay special stress on this point, for no one, as 
far as I am aware, whether a man versed in business or a 
layman, or a man of science, has hitherto allowed himself 
to express a doubt as to whether the published statements 
of our joint-stock banks—and Professor Wagner in all he 
says is thinking only of the great banks—are above sus
picion in the matter of their agreeing with the figures in 
the books. Besides, every practical man knows that 
there can be perfect agreement with the books while the 
securities represented by the figures are altogether worth
less. There probably never was a bank, gentlemen, that 
had a more splendid bookkeeping than the Teipziger 
Bank, and yet in spite of this splendid bookkeeping the 
securities were for the most part rotten. Am I not right ? 
[Expressions of approval.]

A V o ice , The credits were too large.
Mr. Mommsen . Yes; the trouble was with the securi

ties.
I really believe, gentlemen, that the view which Pro

fessor Wagner has so prominently put forward actually 
amounts to this, that we have in Germany—he was
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speaking specifically of Prussia—too many people who 
have an income exceeding ioo,ooo marks, which is a 
dangerous matter, something that leads to plutocracy.

Doctor W a g n er . I did not say “ too many.”
Mr. Mommsen . Y ou said that in the last thirty or forty 

years their number has increased from ioo to 4,000, and 
that we have got to put a stop to this. Now, as you are 
not altogether a Social Democrat and do not mean simply 
to deprive the people of their fortunes and their incomes, 
you come and tell us: “ Then I am going to stop up the 
spring whence this income flows, and this spring is the 
activity of trade and industry and the activity of the 
banks.” Well, gentlemen, this is a view which we can no 
longer discuss. Besides, Professor Wagner is very much 
mistaken if he imagines that the great majority of the 
people who have an income of 100,000 marks or over 
derive this income mainly from accumulated wealth. 
This is false, and there is no doubt whatever that in the 
very circles on whom Professor Wagner lavishes his par
ticular affection, among the banks, there are probably a 
very considerable number of persons whose main income 
is derived not from their property but from the exercise 
of their profession. This, is an immense difference, a 
great difference even with respect to our national economy, 
for it is, of course, just this very class that, by virtue of 
its position, spends relatively a great deal. Now, we may 
call this extravagant, or plutocratic, or anything we 
choose, but it is my opinion that all in all we may be well 
satisfied with reference to our economic needs if those who 
have large incomes have likewise, compared with others, 
very respectable expenditures, for the money they spend

B a n k  I n q u i r y  o f  1 9 0 8 ~ 9
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becomes once more a great benefit to our national 
economy.

Doctor W a g n e r . Which was, first of all, deprived of it!
Mr. Mommsen . N o, your excellency; it was not de

prived of it.

Doctor W a g n e r . I say it was deprived of it.
Mr. Mom m sen . I can not understand how anyone can 

assert, from an economic standpoint, that the salaries and 
commissions—let us call these things for once by their 
real names—of the managers of the great banks are pur
loined from the nation’s property. If it can be said that 
they are taken from anyone’s pockets, it is at most from 
the pockets of the stockholders.

A Voice. They, too, are part of our national economy.
Mr. Mom m sen . Yes; they, too, are a part of our national 

economy; but there has never yet been a man anywhere in 
the world who, having embarked in a business and having 
engaged others to work for him and make money for him, 
instead of working himself, says he is not going to pay them 
for their services. His paying is a matter of course; it is 
in the essence of the joint-stock system.

A Voice. Extravagant.
Mr. Mom m sen . Y ou say it. is extravagant; well, the 

stockholders can decide about that. You may believe 
me, Exzellenz, what they pay there is not extravagant. 
It is necessary if you want to get the men you need for 
these difficult positions. I do not believe in looking 
merely at the bare figures. We must consider the men 
who are back of them, and I can not see that this matter 
of personal incomes has anything to do with our bank 
inquiry.
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A  V o ic e . I t  is an important factor in it.
Mr. Mom m sen . Bu t it has essentially nothing to do 

with it.

Doctor W a g n e r . It is closely connected with it.
Mr. Mom m sen . That is what you say, Exzellenz, but I 

want to tell you something else. Suppose all you have 
been proposing here had been made into law. Suppose 
you had your itemized bank statement, your cash reserves 
deposited at the Reichsbank, the investment of the surplus 
in government securities, your supervisory bureau, and 
everything else you think you ought to have, do you 
believe that all this would have the effect of materially 
cutting down the incomes of the bank presidents—that is • 
to say, that in place of hundreds of thousands they would 
be getting tens of thousands ? That is beside the point 
entirely. All you would accomplish by means of these 
measures—that much I am willing to admit—is that you 
would make it more and more difficult for men of inde
pendence, character, and ability to accept such positions, 
in which they would, on the one hand, be exposed to the 
charge on the part of the public (I am speaking in your 
sense) of having stolen from the accumulations of the peo
ple in order to put the money into their pockets and, on 
the other hand, be subjected to a police supervision, to a 
supervision exercised by persons incapable naturally of 
knowing as much as they themselves, who have grown up 
in the business and have borne its responsibilities for so 
many years. A great many of them would say, “ No, sir; 
that sort of a business, I thank you.” And what would 
the result be? In place of really good men you would 
find in future only mediocre or poor men. Is that,
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forsooth, in the interest of our national economy? I am 

sure it is in the interest of our national economy that we 
should get the best men for the most responsible positions, 
and, as we are all human beings— I am not excepting the 
professors either— it is an old rule that the better you are 
the more you want to be paid and the more you can ask. 

A  V o ic e . R ule?
Mr. Mom m sen . I am also a little acquainted, Professor, 

with university circles, and I know well enough that it is 
a very common thing in the case of the Prussian universi
ties, in order to secure professors of great prominence, to 
offer them salaries far in excess of the normal, independ

ently of the fees.

A  V o ic e . Not one-tenth.
Mr. Mom m sen . Well, I know a little bit, too, and I 

know that it is precisely the same with the professions in 
their small way as with our entire national economy, with 
our industrial and commercial world, and it is much better 
instead of simply ignoring this fact to try to recognize it. 
In any case we ought not to permit this view to serve as an 
incentive in the making of propositions here. One thing 
is certain, that what you seek to achieve with your sug
gestions, the exertion of pressure upon these rich people, 
you will never achieve.

Doctor W a g n e r . Y ou did not apprehend the connection 
rightly. I shall take the liberty later on to talk about this.

Mr. Mom m sen . I may have conceived it differently from 
what you may have intended, but I took note of it very 
carefully, and you will find a number of gentlemen here 
who understood the matter precisely in the way I did. 
And if this is the case, I am justified in expressing myself
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here publicly, and I shall be glad if you will later on supply 
a different interpretation.

I merely wished to make these general remarks because 
no opportunity was afforded me within the scope of 
our general discussion of dwelling upon this point, which 
is a matter that does not interest us personally, having, 
of course, nothing to do with persons. But with refer
ence to the development of our national economy—and 
it is this thing that I was intent upon—this personal 
view always butting against large incomes is of the 
greatest significance.

A  V o ice . View!

Mr. Mommsen . T o be sure I am one of your pupils, 
Exzellenz, but, of course, not in that sense, for I have not 
attended your seminary but only your lectures and have 
at any rate formed my own opinions and retained them.

I believe I may sum up, gentlemen, by saying that, 
in common with the other members who have spoken 
from this standpoint, I consider the carrying out of these 
individual measures which have been proposed, or, more 
properly speaking, are being ventilated here—they are 
not propositions in reality—by means of legislation as 
something that I can by no means advocate. We should 
thereby produce the greatest mischief.

As regards the question of the establishment of gov
ernmental banks of deposit and of the assumption by 
the Reichsbank of the business of taking interest-bear
ing deposits, others of the members have already spoken 
on, the subject and I can refer to what they have said 
as an expression of my opinion also. We ought not to 
urge fresh legislation in regard to these matters either.

465

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



N  a t  i on a l M  o n e t a r y C o m m i s s i o n
It is interesting to observe how the whole question has 
in reality been shifted. We started out with the question 
of the security of the deposits and savings, but when it 
became evident from the statistics that if the great 
banks had a large volume of deposits and savings—which 
is not yet shown to be the case, the distinction that has 
been made being a purely arbitrary one—such funds 
would in any case be better off with respect to safety 
at the greater banks than elsewhere, then we got to 
discussing the matter of fluidity. But here, too, every 
one must admit that fluidity is best assured in the case 
of the great banks. That it is no longer as great as it 
was formerly is evident. That is the result of economic 
changes. This is true of all classes of financial insti
tutions. The fluidity is no longer what it was, owing 
to our commercial and industrial development. It is 
in the essence of mercantile intercourse that it should 
exploit its credit, and we Germans would be fools if we 
were not eager to exploit our credit, which has grown 
so enormously in the last thirty or forty years. That 
would, I am sure, be simply a violation of the funda
mental principles of political economy, and inasmuch 
as we exploit our credit in so far as it is legitimate—I 
admit that we at times transgress the legitimate bounds— 
it is a natural consequence that the fluidity is dimin
ished in the case of the various institutions on which the 
system of credit rests, and there is no harm in this as 
long as the whole structure remains sound. That some 
of the members are unsound is true, but that is no reason 
for knocking everything on the head. In regard to this 
matter of questioning the fluidity in the case of the 
great banks, you see there is nothing in it either.
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The savings institutions, however—this is now ad

mitted—are much worse off in this respect. That these 
institutions are not fluid in the sense we are consider
ing is, I believe, no longer a matter of dispute. For we 
have seen that even those savings institutions which have 
a large stock of securities were by no means fluid when 
it came to a financial crisis. If you will take the trouble 
of consulting the statistical tables, which include the 
Berliner Sparkasse, you will have to admit that, accord
ing to the figures submitted to us, this institution in 
the sense at least that we have been considering in our 
discussions, is one of the most fluid. If I am not 
mistaken, it had invested 70 or 80 per cent of its 
deposits in securities and it had a comparatively small 
amount in mortgages, which is quite natural as regards 
the metropolis, inasmuch as the mortgage business is 
really a local business and in the case of large cities this 
local interest is less prominent than elsewhere. The 
Berliner Sparkasse has also at all times kept a consider
able stock of prime bills, which can be done only by the 
institutions located in large cities. The small savings 
institutions are not in a position to buy prime bills. This 
must be left to Berlin and Hamburg, such business being 
impracticable in the smaller cities. But what is it that 
has taken place, as a matter of fact? When, as a result 
of the rising rate of interest, the Berliner Sparkasse was 
obliged for a year or a year and a half to pay out more 
money than it took in, it had naturally to have recourse 
first of all to its bills, the stock of which consequently 
dwindled away. The managers knew perfectly well, of 
course, that it would not work to sell mortgages at such a
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time, and so they had to think of disposing of their secu
rities. “ But if we proceed to sell our securities,” the 
people in Berlin said to themselves, “ we shall lose, 
according to the present quotations, 2 or 3 per cent.” 
It was a time of very great stringency, and the city of 
Berlin had in the space of a year to draw out of the sur
plus of the Berliner Sparkasse no less than 13,000,000 
marks in order to cover losses incurred by that institution 
on its securities account, so that the surplus was reduced to 
a comparatively small sum. If the savings bank had been 
compelled to sell the securities the surplus would have 
remained at such a low ebb and it would have been neces
sary to begin building it up again by long-continued 
efforts. The institution did, under these circumstances, 
what is generally done. It did not sell the securities, 
in order not to have to suffer the loss that would result 
from the bottom prices, but it proceeded to borrow money 
on the strength of its stock of securities.

But then, gentlemen, would you call it fluidity in 
the case of such an institution, if it is unable to sell its 
so-called very liquid securities without great loss and 
is compelled to contract debts on the strength of them ? 
And I have selected the very best savings institution to 
be found in Germany, with the exception, perhaps, of 
the Danziger Sparkassenverein.

Well, I am willing to admit that the savings institu
tions may have to be treated differently from the credit 
banks, but if you wish to develop the savings institu
tions one of the worst means of doing it would be to 
have the Reichsbank take interest-bearing deposits or to 
create governmental deposit institutions, for both
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would afford (this I confess) the one thing that is not 
afforded at present by the savings institutions—these 
give you all the security you want—and that is fluidity, 
especially the Reichsbank, and the result will be that 
everything will flow to the Reichsbank instead of the 
savings banks, which, I am sure, is not at all desirable. 
This much you are certainly willing to concede, that we 
are not bound to go on resorting to artificial means in 
order to promote centralization at a few points. That 
will take care of itself. For that we require no laws or 
new measures, and I believe that, looking at the matter 
before us from this standpoint, we ought to examine 
carefully every proposition that is submitted to us. 
You ought not to enact any measures, gentlemen, that 
would be calculated to promote centralization at few 
places and in a few banking institutions. [Very true.] 
Everything that has been advocated by the gentlemen 
who are bent on doing something must tend in that direc
tion, and we ought for this reason once more to subject 
these things to a close scrutiny. I believe we shall come 
to the conclusion rather to do nothing, else we should 
be doing more harm than good. [Very true.]

Doctor W e b e r . In regard to myself, some of the ques
tions under II have dropped out, inasmuch as in the 
course of the discussion various assumptions with respect 
to these questions have been eliminated. The “ security 
and fluidity” of the investments of the banks—apart 
from the savings institutions, which I am no longer 
called upon to consider in dealing with the question before 
us to-day—have in reality not been seriously questioned 
by any of the speakers. It will be easy to show that just
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in the case of the great banks, in which, of course, our 
main interest centers, the fluidity is greater than in the 
case of most of the small banks. And as regards the 
safety of the investments, we are all agreed that there is 
no occasion for enacting any regulations at present and 
that they will not be required for a long time to come. 
All that is left for me to discuss, then, is the question of 
the restriction of deposits to certain institutions and that 
relative to the fixing of the maximum amount of the 
outside moneys, inasmuch as most of the gentlemen are 
convinced that the present system has hitherto worked 
perfectly well.

In regard to the question of legislative provisions rela
tive to the separate management of deposits, I shall 
take the liberty of saying a few words with respect to the 
opinions expressed by some of the gentlemen who have a 
technical knowledge of banking. Several have said in 
the course of the discussion that it would be a good 
thing, for instance, if the Deutsche Bank—this was men
tioned as an example—were to set apart its deposits, 
so called, and entrust them to the management of a 
special bank, which would have a corporate existence as 
an annex of the Deutsche Bank. What is to be achieved 
by this I can not understand. If the Deutsche Bank 
were to own and direct the sister bank we should have 
an institution very similar to the arrangement which 
exists in the case of the Austrian mining concerns. In 
the domain of mining in Austria there are in reality only 
two masters, who control the entire coal market, the 
individual operating concerns being constantly grafted 
by one of the sister companies upon the other, and all
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that we should accomplish by the measure in question 
would be to bring about the very thing that we are 
anxious to avoid—extreme difficulty in the matter of 
oversight. I believe, on the contrary, that it would be 
best to stick to the system we have had and leave well 
enough alone.

I should in all modesty like to say a word with reference 
to the utterances of Doctor Wagner which we heard 
yesterday. It is apparent from the way in which he 
expressed himself that in his opinion the German banks, 
and in particular the great banks, are not adequately 
equipped to meet the contingency of war and the eventu
alities of political crises. I must tell you, gentlemen, in 
the first place, that the question of preparedness for war 
has been discussed in a most able and thorough manner 
in a pamphlet by a man who has been engaged in the pro
fession of banking and who in this publication has brought 
his technical knowledge to bear upon this important mat
ter for the benefit of the banking fraternity, the esteemed 
neighbor of Doctor Wagner—Geheimrat Riesser. So you 
see, Doctor Wagner has brought up a subject which has 
already for years been considered and dealt with by one 
best qualified technically to speak for the banking world.

I should like, however, to declare—and I say this in all 
due modesty—that the utterances of Doctor Wagner have 
seemed to me to go to rather extreme lengths in so far as 
he has considered the matter of regulations and, indeed, 
the whole treatment of the question before us almost ex
clusively with reference to this factor of preparedness for 
war. Now, in my opinion, it would not do, under the 
conditions of our industrial and commercial life, to have
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all the measures and normative regulations that we are 
going to enact framed with reference to the one eventu
ality of a political crisis. We should thereby badly crip
ple our whole commerce and business by measures whose 
results and consequences, even with reference to a political 
crisis, no one would at present be able to gauge with any 
positiveness. No one can say in advance in what man
ner and form such a crisis is going to manifest itself or 
what proportions it will assume. All the apprehensions, 
therefore, that Doctor Wagner has expressed with re
spect to the operation of normative regulations in the event 
of the outbreak of a political crisis are likely to prove 
groundless. For my part, I should consider it eminently 
desirable and proper if the German banks and bankers— 
I shall refer to this matter again later on—were to invest 
a larger share of their resources than they have done 
hitherto in state and imperial securities. I assume that 
the obligations of all the federated states would be as 
suitable for these purposes as those of the imperial govern
ment. I must say emphatically, however, that I should 
consider it a great mistake with reference to the develop
ment of our whole economic existence to be constantly 
telling the banking world, “ You are not adequately 
equipped for the contingency of war.” Gentlemen, we 
can not tell, I repeat, what is required in order that our 
banks shall be thus thoroughly equipped, as we have noth
ing on which we could base any speculations regarding 
the extent and nature of a possible political crisis.

Doctor Wagner, in dealing with the question of increas
ing the cash reserve, declared that it would probably be 
practicable and expedient to oblige the banks, especially
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the large concerns, to keep a larger stock of cash than they 
have hitherto kept. Doctor Stroll, the manager of the 
Bayerische Notenbank, retorted that no bank had ever 
collapsed by reason of an insufficient cash reserve, and that 
the real and sole cause of such collapse was, to use his 
expression, the circumstance that the debtors and bills 
“ were rotten.” It is an ascertained fact—the calculation 
has been made by the Deutsche Okonomist—that at the 
close of December, 1908, all the banks having a capital 
of over 10,000,000 marks had a cash reserve of per 
cent, and the figures in the case of the very large concerns 
were even more favorable. Even the Eeipziger Bank, 
when it was forced to close its doors, had a 20 per cent 
cash reserve, and yet this did not avail to avert losses. 
An increase in the cash reserve would occasion but little 
loss to the banks, but suppose the legislative power were 
to decree, for example, that the Deutsche Bank shall put 
aside a sum amounting to at least 1 o per cent of its billion 
marks of outside moneys as a cash reserve—and nothing 
short of 10 per cent could be considered a normal per
centage if we were to go into this thing—what would take 
place is that the Deutsche Bank would be withdrawing, 
relatively to its present condition, a much larger amount 
of cash from business, from circulation, and from our 
whole economic organism than is desirable. To the bank 
itself the matter would be immaterial, as it makes little 
difference to the managers whether they pay out one-half 
per cent more in dividends or not. It is always a mistake 
to imagine—and I am speaking now to Doctor Wagner— 
that the banks are so extremely eager to distribute io, n ,  
or 12 per cent in dividends. When we come down to it,
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it is quite immaterial to the bank managers, and, in par
ticular, the managers of the great banks, whether they 
pay out one-fourth or one-half per cent more or less in 
dividends. But our whole national economy would suffer 
through the withdrawal of cash from business, manufac
tures, and agriculture. I can not in fact see what advan
tage there would be in this setting aside of cash consider
ing the amount of money due these large banking institu
tions and the stock of bills which they carry. Such cash 
reserve could never be made to bear any particular ratio 
to these obligations.

I am decidedly in favor of the investment in imperial 
and state securities, but, of course, only if this is not made 
obligatory by law. It would be a good thing—and its 
desirability was manifested in the discussions of this 
commission yesterday—if it were to come about as the 
result of a generally expressed wish that our banks and 
industrial concerns would make it a point to invest an 
ever-increasing share of their surplus in such securities. 
As a matter of fact, I do not anticipate so much from it as 
some of the gentlemen who have given us the benefit of 
their views have promised. Herr Mommsen very properly 
reminded us of the fact that if in a critical state of the 
money market we should proceed to dispose of these 
securities, we should be able to do so, if at all, only at a 
loss. Suppose, for example, that the surplus fund—let 
us take, without of course intending any special reference 
to it, one of the small States, Brunswick, Oldenburg, or 
Mecklenburg—were to consist of ten millions in Oldenburg 
consols, do you imagine that you could find a purchaser 
for them if you had to sell them? I am convinced that
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these consols would have to be thrown upon the market 
piecemeal, simply because the market there was not large 
enough. If we are going to enact regulations of the kind 
in question, we must have regard for the conditions that 
prevail in the individual States. The Oldenburgers would 
be obliged to invest a certain percentage in Oldenburg con
sols, just as was done in my own country, the Kingdom 
of Saxony, when it was decreed in the case of the savings 
institutions that such and such a part must be invested 
in Saxon securities. No, I must correct what I have just 
said. A decree to that effect was issued and then recalled. 
But it will surely go into effect sooner or later. It was re
pealed—I desire this to be a rejoinder to Herr Fischer— 
because all the savings institutions in Saxony protested 
most earnestly against it.

Herr Mommsen adduced the case of Berlin; I shall 
adduce that of Teipsic. In 1907 the savings institutions 
of keipsic, with all their surplus funds, not only made no 
net profit for the year but had to transfer a loss to the 
new year. Such losses are certainly not very desirable 
in the case of such institutions as the Saxon savings 
banks, which are a considerable source of income to the 
various communes. I should, for instance, mention to 
you the fact—this will perhaps seem rather curious to 
one accustomed to South German conditions—that in 
the little town in which I reside, a town of 11,000 in
habitants, the savings institution nets 140,000 marks a 
year, which sum is placed at the disposition of the com
mune. Were this not the case, where we now pay 100 
marks income tax we should perhaps be paying 240 
marks. You see, therefore, gentlemen, that if you were
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to proceed along those lines you would be causing a 
tremendous upheaval. I do not care to dwell on the re
cent financial reforms, which disturbed communal affairs 
in the most violent manner. But a law of the kind pro
posed would bring about a disturbance which, in view of 
the existing financial stress, ought by all means to be 
avoided.

We have been called upon to discuss the question of 
the creation of special deposit banks and the expediency 
of instituting a deposit department in the Reichsbank. 
Herr Roland-Lucke referred very properly to the advan
tages afforded by the post-check and postal-savings sys
tems. For my part I am opposed both to the creation 
of deposit banks and the taking of interest-bearing 
deposits by the Reichsbank. I believe that the real 
function of the Reichsbank would thereby be in a measure 
lost sight of and that the institution would be hampered 
in its special activities. As regards the postal savings 
system, I believe that probably the last opportunity was 
presented in the Reichstag this past year of carrying out 
the scheme of establishing savings institutions through
out Germany. I must say for myself that on that occa
sion regard for the interests of the savings banks deter
mined me to oppose the measure in question, all the 
more so as the Union of Savings Institutions in Ger
many, which has its seat at Magdeburg, declared most 
emphatically against it because—whether rightly or 
wrongly, I am unable to ascertain—it feared that the 
interests of the savings banks would be very seriously 
affected. The Genossenschaften also submitted a pro
test against the introduction of the system of postal
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savings banks. In Austria this system works quite well 
and it is somewhat better adapted to the conditions there 
for the reason perhaps—and I should like to call Herr 
Roland-Liicke’s attention to this point—that in some of 
the Austrian provinces the system of savings institutions 
is not developed as with us, and that the character of the 
savings institutions in several of the provinces is alto
gether different from what it is in Germany. The Aus
trian institutions are essentially banking concerns, pure 
and simple. An Austrian savings bank, particularly in 
Bohemia, does all kinds of banking business. It dis
counts bills, loans money on collateral, allows account- 
current credits, in short, does precisely the same thing 
as every banking house does, and invests its resources— 
this not pursuant to any special legal requirements—in 
just the same way as any banking institution in Ger
many or Austria.

As regards the creation of a supervisory bureau—a 
scheme urged by Doctor Wagner already years ago—my 
opinion is that the idea may be very plausible, considered 
theoretically, but that it can never be carried out in 
practice. The comparison with the supervision exercised 
in the case of the private insurance companies and the 
mortgage banks is a doubly lame one. It is lame—I can 
see Doctor Wagner shaking his head—for the reason that 
in the case of insurance concerns and mortgage banks we 
have to consider only one or two classes of investments, 
while in the case of banks we have to deal with a thousand 
kinds; and if one of these theorists were to try to form an 
impression in his mind as to the way in which a super
visory bureau would keep an eye on such a concern, for

477

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
. _  _

. example, as the Deutsche Bank, I think he would have a

! pretty hard time trying to explain to us just how this is
to be accomplished in practice. The Deutsche Bank, if 
I remember rightly, has 220,000 accounts, and it has 
branches in every part of Germany. From this number 
I am going to deduct 150,000 accounts of creditors which 
do not call for examination and there will still remain
70,000 accounts. But if an inspection is to be under
taken by a supervisory bureau, such inspection must 
necessarily be something more than a mere visit from 
the inspector and an examination as to whether the bank 
statement has been correctly made out and published. 
Herr Mommsen has already pointed out how meaningless 
such inspection would be, and although I have not taken 
quite so serious a view of the matter as he has, I, too, con
sider this kind of supervision superfluous. For this pur
pose we have the auditing concerns and the association 
of expert accountants, who have executed such commis
sions in the most thorough manner and will do as well 
in future. Here you have the essence of the whole thing. 
If there are 70,000 accounts in the Deutsche Bank of 
debtors from whom sums are due ranging from 50,000 
marks to 10,000,000 marks, then the examining or super
visory bureau, if it is really to discharge its functions in 
a practical manner, must come to the bank and say: 
“ Well, Deutsche Bank, just tell us for what special rea
son and on what security you have granted credit to 
Meyer of Buxtehude?” How far, gentlemen, will the 
examining bureau get in the case of such a concern? 
[Very true!] I must tell you, furthermore, that the 
imperial supervisory bureau for insurance is not always
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in accord with the companies and that the action of the 
supervisory bureau for private insurance has at times 
had the effect of obstructing the business of the com
panies. I took the liberty, on the occasion of the discus
sion of the same question in the commission charged with 
drawing up amendments to the Bank Bill, of mentioning 
in the Reichstag that I knew of a case where an insurance 
company had made a mistake in its favor of 200,000 
marks. Now, I should just like to let Doctor Wagner 
see how the supervisory bureau went about its task. It 
sent a summons to the gentlemen at the head of the con
cern to come to Berlin with their books. The manager 
declined, on the ground that he would have to take an 
entire car for his books, which was too much for him. 
Finally, after the lapse of three weeks, it was resolved 
that all business must be suspended until the discrepancy 
was cleared up. The supervisory bureau was enabled 
exceptionally through the intermediary of some well- 
known personages to reach the point, after three weeks’ 
deliberation, of sending a man to the place. He was 
there perhaps four weeks, going over the figures with the 
mathematician, for the error was one of calculation. The 
discrepancy, as the company stated, was duly accounted 
for, and then at last, after eight weeks of supervisory 
activity, the insurance company was permitted to go 
about its business in peace. [Hear! Hear!] Of course 
this was a very flagrant case. It ought not to have taken 
place with the supervisory bureau; but suppose, gentle
men, you had to deal with the following case: The
Deutsche Bank has a loan outstanding at some place 
or another of which the supervisory bureau thinks it can
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not approve. If the bureau means to take up the matter 
in real earnest—otherwise the whole thing is a mere 
formality, which can just as well be attended to by 
others—it must go about it in a thorough fashion; and 
now, gentlemen, think what a dangerous thing it would 
be if the bureau were to come and say: “ Meyer, in Bux
tehude, to whom you have allowed credit up to a million 
marks, appears not to be sound. The man is at this very 
moment insolvent; no one is going to lend him another 
red penny.” Think what would happen if the supervisory 
bureau were to concern itself in this manner with such an 
individual’s affairs in that little bit of a place.

Moreover, while I fully recognize the qualifications of 
our officials and, in particular, the imperial officials, with 
whom I had an opportunity to become acquainted in the 
last two years, when I was at work in Berlin, I hardly 
believe that the gentlemen would be in a position to 
weigh all the economic possibilities and considerations 
with reference to the matter of credit as correctly as a 
man who is at the head of an institution and learns to 
appraise all the various factors through daily visual con
tact. If we should go to the length of framing such a 
scheme for the regulation of our trade and industry and of 
carrying it through, I believe that the development of our 
country will gradually and soon come to an end. For if 
we have once for all taken this step with respect to the 
banking business we shall be compelled eventually to 
invade—and this, gentlemen, is the serious result that is 
bound to ensue—indeed, we shall soon find ourselves 
invading the domain of other great undertakings, as, for 
instance, the great industrial concerns. These also have
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important tasks to perform, and perhaps in some respects 
involve a much greater danger to our economic life than 
one of our so-called “ great banks,” which, after all, with 
the aid of other institutions, would be able to extricate 
itself from its difficulties in very critical times, if its own 
resources were inadequate. I want you to understand 
this in particular with reference to the Dresdner Bank. 
The Dresdner Bank has withstood the stress of very hard 
times in a splendid manner. It sent its bills to the Dres
den branch of the Reichsbank.

A  V o ice . The Reichsbank.
Doctor W e b e r . Yes, Exzellenz, it is only the reservoir 

of the bank of issue that holds the cash reserves, and that 
is what the bank of issue is for—to place the money at 
such times at the disposal of people against securities 
which represent things that have value in trade. What 
do you expect our banks to do ? If they have a billion 
marks to dispose of, must they let it lie idle in the form of 
cash ? They have got to hold securities, and you yourself, 
Exzellenz, as well as your pupils, have declared that the 
great banking institutions must keep stocks of bills and 
securities, on which they may realize in times of crisis or 
which they may offer as collateral. But every theorist 
will have to admit that in very critical times, if it should 
have become the practice of all the banks to invest their 
outside moneys in securities up to 20 per cent—and I am 
thinking now only of internal crises, not of external crises 
—it would be absolutely impossible to dispose of these 
stocks of securities. As a last recourse then—Doctor 
Wagner will perhaps be willing to concede this—the banks 
would have to take their securities to the Reichsbank and

B a n k  I n q u i r y  o f  1 9 0 8 - 9
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obtain loans on them. [“ Very true.” ] And so we are 
always getting back to the Reichsbank as a last resort, 
and I subscribe absolutely to what Doctor Stroll expressed 
yesterday in such a splendid manner, namely, that we 
must do our best to strengthen the Reichsbank, but that 
in times of crisis we must ultimately have again recourse 
to the Reichsbank. All the stocks of bills and imperial 
securities will not avail, and if we do not mean to keep 
pace with modern development we may as well put up a 
Chinese wall and get back to the German agrarian state 
of 1213.

I should, therefore, gentlemen, reject a limine the idea 
of a supervisory bureau, because I consider it, on the one 
hand, one of the most mischievous and uncalled-for experi
ments, unwarranted with reference to the whole develop
ment and activity of the great banks, which would be 
justified in regarding it as an expression of a lack of con
fidence in them, and because I feel sure, on the other hand, 
that such supervision would mean, in addition to its effect 
upon the development of our banking system, the impo
sition of trammels upon our economic organism, which 
under all circumstances would be very detrimental to our 
industries, as well as to our trade and business in general; 
much more so even than in the case of the banks, which 
might still perhaps continue to do business. This would 
be the inevitable consequence of the inability of the banks 
to act at the right moment with the requisite despatch 
and dexterity and of their being forced, when about to 
engage in a transaction, to see the Damocles sword of the 
inspectors dangling over them. And suppose a firm like 
that of Krupp, whose president we are glad to see in our
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midst, were to come to-day to a big banking concern in 
order to arrange some important financial transaction 
and were compelled to negotiate with a bank president 
who constantly sees the inspector’s sword hanging over 
his head, I am pretty sure the firm of Krupp would say, 
“ I thank you”—let our friends, the theorists, take note of 
this—and prefer to have the financial transaction in ques
tion executed, not in the German Empire, but by foreign 
bankers, who are not bothered b)̂  inspection and regula
tion. And let us not forget, and let our theorists bear this 
in mind, that we must see to it that our people shall 
retain the means required for the production of the com
modities that must serve to offset our imports.

I may, perhaps, be allowed to remark, gentlemen, in 
my capacity as a representative in the Reichstag—I know 
that I am not here as such, but I am speaking advisedly— 
that I am going so thoroughly into this matter of a super
visory bureau because I have been constantly hearing in 
all the discussions in the newspapers and on the platform, 
and particularly from persons who are apt to be strenuous 
advocates of special interests, that the supervisory bureau 
is best calculated to bring about so-called sound conditions 
in the German banking world. I deny emphatically the 
existence of this unsoundness, and I insist that the very 
institutions we term ‘‘ great banks,” which I, as head of a 
small banking concern, have not only learned to know 
with respect to the conduct of their business, but which I 
have made use of day after day, are under such sound 
management and in such sound condition as we do not 
find anywhere in our public offices. Or do you suppose 
perhaps that a government official with a salary of 1 2,000
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or 15,000, or say 20,000 marks has a greater sense of duty 
than the representative of a great bank, who has been 
born and who has grown up in the business and has had 
a share in its whole development, and who, with respect 
to all his relations to our political life and to our foreign 
policy is at least on a level with the men who occupy the 
prominent posts in the imperial administration? [“ Very 
true.” ] I place the president of a world bank, such as, for 
example, the Deutsche Bank—not because I belong to the 
trade—with respect to his training and education in 
all that pertains to political economy, finance, and even 
politics at least on a par with the heads of our imperial 
offices. [“ Very true.” ]

For you know perfectly well, gentlemen—I beg you 
will not take this to be lack of modesty on my part—that 
in our imperial administration, in spite of a thousand 
checks, things are far from what they ought to be. And 
do you suppose that the secretary of the bureau of 
supervision—let us assume that the head of the bureau, 
as an official of the highest rank, would be invested with 
the title of “ secretary ”—would be in a position to exercise 
an effective oversight in the case of a single one of the 
great banking institutions that we have in Germany? 
The direktorium of the Deutsche Bank—I shall speak of 
this as being our leading institution—is composed of six 
or eight gentlemen, who come down to the bank and, if I 
may so express it, nose a round from morning till night, 
busying themselves with every department of the business 
in order to have a general oversight, and poking their 
heads everywhere, and then you imagine that a secretary 
who has made his reputation perhaps as a court officer and
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has possibly worked his three years in some large industrial 
establishment (I believe Doctor Riesser suggested that 
this be a qualification)—I don’t care how able and clever 
he may be—is going to have the knowledge which those 
men possess who manage the business in a bank like this 
of world-wide reputation. Herein lies the great mis
take of those who have too much faith in the efficacy 
of administrative interference in cases where it is bound 
under all circumstances to prove ineffectual. We should 
do much better to say: “ It is not the banks that are 
in need of supervision on the part of government offi
cials; it is the undertakings managed by the state gov
ernments and the Imperial Government that ought to 
be under the supervision of business men.”

A  V o ice . Modern.
Doctor We b e r . It is modern but necessary, for when 

we see that such a thing, for example, can take place 
in the post-office department as people asking how the 
expenditures are footing up in the construction of the 
Dresden post-office and no one having any inkling about 
it, we have there a bit of slipshod management about 
as bad as we can imagine. Or, how is it, if I happen to 
visit the docks at Kiel no one can tell me how much 
oil there is on hand, and while in private establishments 
the oil is kept under lock and key as an expensive item in 
the running of the works—the manager has charge of 
the key and lets the foreman have it when necessary— 
at the Kiel docks 50,000 quarts of oil are allowed to flow 
into the sea in the course of a year ? You may judge from 
this, gentlemen, that government supervision does not 
necessarily imply that the people charged with such super
vision are really able to exercise it.
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Doctor Wagn er . But you know this is not a regular 

thing.
Doctor We b e r . I should now like to say a few words 

regarding the bank commission which Herr Roland-Lucke 
has proposed. I fully share his opinion that such a bank 
commission would be of the utmost utility and benefit. 
In this I hold a contrary view to that of Herr Momm
sen and would amplify somewhat the functions of this 
commission. I believe—and I assume that I shall not 
encounter any opposition on the part of Herr Roland- 
Diicke—that it can prove of especial usefulness in con
nection with the flotation of loans for the Imperial 
Government and the federated States. The complaint 
is frequently heard that the Empire and the various 
States, Prussia included, issue their loans at the most 
unfavorable times, and I am sure that in this respect 
the timely counsel of such an advisory commission would 
be of great advantage to the minister of finance.

In what concerns the other propositions, I wish to advert 
briefly to the utterances of Herr Gontard. He has like
wise had to deal with the matter of the supervisory council 
in connection with the commercial code, and, while he 
was unwilling to express himself fully in regard to it, he 
called attention to the fact that the supervisory council 
in its present form is not adequate to the task of perform
ing everything that is required of it. I believe, gentlemen, 
that the functions of the supervisory council in connection 
with our larger institutions are not quite fully understood. 
That the supervisory council can not, for example, set to 
work and go over the columns of figures in the arbitrage 
department of the Deutsche Bank is a matter of course.
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For that purpose the bank has got its expert accountants. 
The business of the supervisory council is to keep an eye 
on the general business management and, in case the 
managers have been acting in a way that they can not 
approve, to set them on the right track. But, judging 
from the utterances of Herr Gontard and others, there 
would appear to be an impression that the members of the 
supervisory council in the case of the great banks feel that 
they are dependent on the banks—that is to say, on the 
managers. Now, just take a glance at the list of the 
members of the supervisory councils connected with these 
big banking concerns and see what names they contain. 
Do you suppose they would allow themselves to be treated 
as though they were fools by the managers of the bank ? 
Some of them formerly worked in the very same institution, 
and most of them occupy positions similar to those of the 
managers of the bank in some large industrial or mercantile 
concern. Take such members of a supervisory council as 
Wiegand and Ballin; do you suppose that such men feel a 
sense of dependence with respect to the Deutsche Bank ? 
They would simply laugh at the idea. It would be a great 
mistake to talk to a man of this stamp about his depend
ence on the Deutsche Bank. But such a person is all the 
more useful to the Deutsche Bank in his capacity as a 
member of the supervisory council through his ability to 
establish new relations with other institutions, while his 
activity is rendered more fruitful by his being in close 
touch with the banking institutions that lead in the world 
of finance and with their ministers, for we may designate 
as such the gentlemen who are active in the higher spheres 
of finance. I am willing to admit, Doctor Stroll, that it
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N  a t i o n a  l M  o n et  a r y C o m m i s s i o n
is not right that any man in the German Empire should 
fill twenty-four important supervisory posts, for, of course, 
he would never be able to keep a close watch on everything. 
If a person is a member of the supervisory council of the 
Deutsche Bank he can not at the same time fill a score 
of similar positions and accomplish what you have in 
mind when you speak of the functions of a supervisory 
council. My notion of the duties of a supervisory coun
cilor is, however, a different one. If some one, for 
example, occupies such a position at Krupp’s or at the 
Stumm works, it goes without saying that he can not 
afford to bother himself about every little trifle. That is 
not his business, but that of the managers. His duty is, 
as I have said, to give general directions.

A little suggestion, which I consider a good one, was 
made in this connection a few days ago in the Frank
furter Zeitung by a man who knows all about banking. 
His idea is that the larger institutions might be willing 
to have the examiners appointed directly by the super
visory council instead of the managers, in order that their 
position might be independent and free from the influence 
of the management.

A V o ice . Riesser’s suggestion.
Doctor We b e r . A s independent officials placed directly 

under the supervisory council, they would at any rate 
be in a position to do the inspection in the sense in 
which the supervisory council means it shall be done. 
I consider this proposition decidedly worth discussing, 
although I should not like to see it embodied in legis
lation, for then we should have government accountants, 
who understand nothing of the whole business. The
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