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SPEECH

ov

HON. MATTHEW C. BUTLER.

TAXES ON STATE BANK CIRCULATION.

Mr. BUTLER. A few days ago I gave notice that I should
fo-day ask the Senate to indulge me in some remarks on a reso-
lution which I offered in the early part of the session, which I
will ask may be considered at this time.

The PRESIDENT protempore. Isthere further morning busi-
ness? If not, that order is closed, and the resolution referred to
by. the Senator from South Carolina will be reported. .

The Secretary read the resolution submitted by Mr. BUTLER
January 11, 1892, as follows:

Resolved, That the Committee on Finance be, and it is hereby, instructed

to report a bill repealing all taxes imposed by Congress on the circulation
of State banks of issue. -

Mr. BUTLER. Mr, President, I propose to discuss this ques-
tion in a spirit of perfect frankness, with no pride of opinion,
but with the sole object of endeavoring to afford relief to the
people, and with the hope of securing for it that careful consid-
cration so essential to a clear understanding of the relation it
baars to the economic questions now agitating the country. It
should not be flouted by the Committee on Finance.of this body
because some of its members entertain views in opposition to
the principles involved, or to the ends sought to be obtained.
The people want the subject fairly and fully considered, and their
wishes are entitled to respect.

If it were practicable to ask every male adult in the United
States whether, in his opinion, the volume of our currency is
sufficient to meet the reasonable demands of business, seven-
tenths, perhaps eight-tenths of them, would answer in the nega-
tive. And if the same persons could be interrogated as to
whether, under our present inancial system, there is a fair and
equitable distribuston of wlhiat curreroy we have, nine-tonths of
them would answer in the negative. 1 mean by & fair and equi-
table distribution, such a distribytion, as that every honest man
would have it in his power to procure gs much money as his
credit and circumstances wonld fustify amii he could profitably
use in his business and domestic concerns.

According to our present financial policy the greater part of
the circulation is periodically drawn away from the people and
hoarded in commercial and financial centers, to be let outagain
upon such terms, in such amounts, and whenever those who con-
trol it may détermine. As matters now go millions of men can
not get money for their legitimate business transactions, how-
ever good their credit or financial standing, because the cur-
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rency is not within their reach, or if within reach, is held with
such severe legal restrictions as in a large measure to destroy
its usefulness.

I am not one of those dreamers who holds that there can ever
be an equal distribution of wealth until the millenium dawns upon
us, or until inequality in intellectual endowments and business
qualities is removed, but I do believe that the Government may
frame such laws as to give every man equality of opportunity in
securing for himself the goods of this world. I think I can
demonstrate that this rule is not observed in our existing laws.
The following is the statement of the Treasury Department
May 1, 1892, showing the amounts of gold and silver coins and
certificates, United States notes, and national-bank notes incir-
<culation at that time:

Statement showing the amounts of gold and silver coins and certificales, United
States notes and national-bank notes, in circulation May 1, 1892,

Amount in | Amount in
stock | In Treas- | sircylation |clreulation

coined or ury.
issued. May 1, 1892, | May 1,189,

tGOlA COMM mamims v cmeeranne 8601, 527, 222 $193, 911, 273 §407, 615, 949; $408, 862, 781
Standard silver dollars .| 413,055, SGOI 355,500,903 57,554,457, 61,692,818
Subsidiary silver...... .| 77,433, 950‘- 14, 600, , 5231 57,368,507
Gold certificates._. .| 175,644,879, 21,931,180] 153,713,699! 138,890,799
Silver certificates......._... 330,499,002  3,209,106; 327,280,806; 312,933,440

93,228,690 11,726,920 81,501,770 97,020,254
316,681,016 21,895,155 324,785, 761

1]
oo

346,184, 618
30, 550, 000 340,000 30, 210, 000
172,476,575 4,409,486 168,067,089 166, 363, 616
/3] 7: QR 2,241, 098, 604, 627, 524, 46011, 618, 572, 244/t 529, 316, 833

Population of the Unlted States May 1, 1832, estimated at 63,285,000; ciren-
lation per capita, §24.72.

It will be seen in-this table that the entire stock of money
‘““coined and issued” by the Government for the whole country
is $2,241,006,694, of which sum $627,524,450 remained in the Treas-
ury, leavi :g $1,613,572,244 in circulation. The amount of circu-
lation per capita is put down at $24.72. Dividing the amount
-claimed to be in eirculation ($1,613,572,244) among our sixty-odd
millions of population we should get that result, but it is fair to
assume that & part of the amount said to be in circulation, quite
-an essential part, is held for reserves in banks, and isnot in cir-
culation. . But let us concede that we have $24.72 for each man,
woman, and child in the United States.

‘What does it prove? That each man, woman, and child has
$24.727 Not at all. Nobody would be simple-minded enough
to claim that. There are millions of pespls who have not $2
or 2 cents, much less $24.72. The statement is therefore mis-
leading and delusive. In certain sections of the country, in the
principal financial and commercial centers, the per capita circu-
Iation would reach up into the hundreds of dollars, whereas in
other sections it will not amount to a hundred cents. To illus-
frate by my own county of Edgefield in South Carolina: We
have a population of about 50,000, largely agricultural and rural,
-and I venture the assertion there are not 32 per capita in circu-
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lation among the people. What is true of this community is
true of all others similarly situated in the South and West and
the East as well, outside of financial centers.

Mr. President, the people have not money enough in circula-
tion for their legitimate wants. This fact I want to emphasize,
however good their eredit, or sound and acceptable their secur-
ity, or urgent their demands, the money is not in the country, is
not accessible, or if accessible, is, I repeat, hedged about by such
restraints of the law that it may as well niot be in existence. I
know the reply to this line of argument is that these conditions
are the.result not so much of scarcity of circulation as the scarc-
ity of capital, the lack of confidence, because there arenot proper
inducements offered to attract money, ete.

But, sir, this is neither tenable nor true. In many of the re-
gions of the South and West, where this stringency exists, there
is plenty of capital, but little money. Land is capital, and the
safest and soundest security. Live stock, personal property of
various kinds, personal credit, crops, are capital, but unavaila~
ble to a great extent, as a basis of credit, because money is so
scarce and so dear for seven months out of the twelve they can
vot be utilized. Imight cite many cases within my own personal
knowledge and experience, to establish this proposition, as no
doubt other Senators around me can; but it can-not and will not
be denied.

I grantyou that in the great financial centers money is abun-
dant and readily obtained, but the agricultural population can
not procure it, except at the mostruinousand exacting rates, be-
cause they have not such security as is demauded, thereby hav-
ing their progress and comfort and legitimate development
greatly retarded. And just in proportion as they are retarded
and restrained, in the same degree are all other industries, min-
ing, manufacturing, and commercial, hindered and retarded.

It is quite-the-custom in our publie discussions on financial
topices to launch off into disquisitions on political economy and
abstract propositions and theories, and befog the practical as-
pects of thesubjeect. Wehear a great deal about the * functions
of morney,” ¢ What is money?” ** What are the objects and pur-
poses of money?” etc. This is all very instructive and inter-
esting for doctrinaires and schoolmen, and I would not dis-
courage such discussions in a proper fcrm, but here we have to.
deal with an intensely practical ‘question,and must seek prac-
tical facts and conditions to guide and contro} our actions. Of
course there are certain well-recognized, well-defined, funda-
mental principles of finance which can never be safely disre-
garded in financial legislation, but a man of the plainest inteili-
gence and understanding knows what money is and what pur-.
poses it subserves.

All men may not fully comprehend the important fact, that in
order to attain its highest usefulness and be safe and effectual in
the hands of the people, money must have asound, stable, and re-
liable basis. It is the dufy of the legislator toimpart those quali-
ties to it. But his duty does not stop here, He must see to it
that the circulation of money goes out to the people in sufficient
volume to satisfy the demands of their business,and has in it an
element of elasticity to meet unforeseen financial exigencies as
they arise.

I have asserted that our volume of currency is not adequate
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for our business operations. I do not deny its soundness and
stability, but I do deny that under our present laws it has that
expansive capacity, if I may use that expression, so essential to
progressive business developments. I believelam safe in say-
ing that ours is the only one of the leading commercial nations
of the world where this elastic feature in the national currency
is wanted. The Imperial Bankof Germany is authorized by law,
upon well-defined conditions and within certain specified limits,
to increase its circulation to counteract the damaging effects of
financial stringency and distress.

The Bank of England and the Bank of France are endowed
with similar privileges, and so with other national systems, while
in our comparatively young country, rapidly increasing in pop-
ulation, material progress and development, with a proportion-
ate increased demand for money, our national bankshavenosuch
authority to supply it. The Government, reserving to itself the
power to issue currency, halts between the contentions of politi-
cal parties, the demands and reguirementsof the people on the one
hand and the denials of capitalon the other,and thustrifies with
the prosperity and progress of its citizens. I need nothere, Mr.
President, enter upon a discussion of our national-banking sys-
tem. Itissufficientformy presentpurpose toconcede three things
in regard to it. It hasfurnished to the people the safest, sound-
est, and most uniform bank currency ever vouchsafed to them,
three most essential elements in every system of bank currency;
but it is unstable, inadequate, and inelastic, three other quafi-
ties equally important and indispensable. Let ussee if Iam cor-
rect in this last proposition. ’

Since the passage of the national-banking act, the amount of
national-bank circulation has varied from year to year. In Oec-
tober, 1882, it reached high-water mark, and amounted to $362,-
889,134, On the 16th of March, 1892, it had fallen to $172,533,762,
a loss of $190,355,372 in ten years, very nearly $200,000,000. This
contraction is still going on, falling on the Ist of May, 1892, to
$168,067,089, and must eventually wipe this currency out of
existence, while our population is increasing and the demand
for more money being accelerated in that proportion. I think,
therefore, I am safe in saying the national-bank currency isin-
sufficient, unstable, and inelasiic. I do not forget that this re-
duction in the national-bank currency has been measurably sup-
Elied by Treasury certificates based on coin in the Treasury—

ut thia supply, amounting to about $480,000,000, has not been
equal to the contraction and increasing demand.

The United States notes—greenbacks—have remained about
stationary at 346,000,000, in round numbers. If thenational-bank
currency continues to diminish it must soonpass out of existence
and we shall have no paper currency except the Treasury certif-
icates and greenbacks., I am sure it will not be insisted by the
mostextreme contractionist or monometallist that they will prove
adequate to the wants of the people.

Great stress is laid upon the fact that 90 per cent or there-
abouts of the business of the country is transacted by checks or
drafts or bills of exchange, and the argument is deduced there-
from that there is no occasion for a large volume of currency.
Here again, I submit, is a great fallacy.

The power to give a check implies a bank account, and is lim-
ited to those who have money to their credit. How many mil-
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lions of people are there who have never had and can scarcely hope
to have a bank account? They must have the cash to discharge
their obligations, the currency to pass from hand to hand, so
that to them a bank is a sealed vault, and is of no use in their
daily transactions, especially if they are not banks of issue, and
are scarce of currency.

I could produce abundant proof, if necessary, to show that the
country banks are not supplied with currency enough by half,
or more than half, to meet the wants of the people who they
could otherwiseaccommodate. And furthermore it canbeshown
that in those seasons of the year, when currency is most needed,
they cannot procure it on any terms in sufficient quantities. I
know this is true in the South, and doubtless in the West. If
this is admitted, what should Congress do to correct the evil?
‘What is the plain duty of Congressin the premises? It isnota
sufficient answer to the cry of distress which comes upto us from
all directions, to say that one political party will not do thisor
that, becaunse the doing it might give the other party an advan-
tage in some election. Or that by failing toadopt certain meas-
ures of relief, the party failing will be stronger in particular sec-
tions of the country? Will it do to answer this appeal for relief
from the laboring and industrial classes, to say, that it is clamor
instigated by demagogues and cultivated by ambitious politi-
cians? This would not be wise statesmanship, Mr. President. It
is not only not wise, but approaches very close to the verge of
criminsl neglect. :

As a rule the people do not complain without a cause, for the
sake of complaining. They realize their wants and necessities
much better than is supposed. Their cries for financial relief
amount now almost to a lamentation, and if not heeded and acted
upon will swell into aloud and irresistible demand, which will
assert itself in no uncertain manner at the ballot box. ‘

‘Wild and untenable vagaries may rise to the crest of the waves
of popular agitation, but they will become tame and harmless
theories beside the storm of indignant protestations which will
press them aside for more positive and radical measures.

Various plans of relief have been, and are being, suggested.
Some of them, I think, are mischievous and dangerous,but they
are all symptoms of disease, of popular discontent, and unrest.
Thesecomplaints of the people are not imaginary. ‘They are well
founded and based on a deep-seated cause. Our financial system
and policy is defective, unjust, ruinous to large classes of the peo-
ple. It enables a few centersand a few persons to get pussession
of the currency and hold it from millons of their fellow-citizens
upon theirown terms. Itenables them to hoard the money of the
country, and say how much of it shall go ouf, and upon what
terms. You may say that this will be true under any system,
but the financial history of this country does notsustainthe prop-
osition. It was never true prior to 1863—when the national-
banking system went into operation, and the national Govern-
ment delegated to a few persons the power to issue the currency
for all the people—except such as it reserved to itself the exclu-
sive right to issue.

I have no war tomake on the national banks. I haveconceded
their value and advantages. They were valuable aids to the
Government at the time they were organized, but they have
served their purpose. They have beenthe pampered pets of the
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Government, and after thirty years of existence if they can not
stand alone on their own merits they should go under. The Gov-
ernment laid the strong arm of its taxing power on State banks
for their benefit. It taxed the State banks out of existence; it
destroyed them for the benefit of national banks. These laws
should now be repealed. \

I assume it can not be successfully argued that this tax by
Congress on the circulation of State banks is unconstitutional,
ag the Supreme Court has held, in the case of Veazy Bank vs.
Fenno (8 Wall), that Congress may employ the taxing power to
destroy—but it is a question of very doubtful constitutionality
whether Congress may use the taxing power solely for the pur-
pose of destroying, and without the raising of revenue being the
incident or purpose of its exercise.

The two sections of the statute under which this tax is im-
posed are as follows:

SEC. $412. Every national bankin% association, State bank, or Statebank
ing association, shall pay a tax of 10 per cent on the amount of notes of any
person, or of any State bank or State baunking association, used for circula-
tion and paid out by them.

SrEc. 3413, Every national banking association, State bank, or banker, or
association, shall pay a tax of 10 per cent on the amount of notes of any
town, city, or municipal corporation, pald out by them.

I have not examined the reports of the Treasury Department
to ascertain whether any revenue is collected under the provi-
sions of this law, but I feel safe in saying not one dollar goes
into the public Treasury from this source. :

The law, as was intended, bas simply driven the objects of tax-
ation out of existence in the interest of the national banks, and
nothing is left upon which it can operate. Itis a matter of grave
doubt in-my mind whether Congress may constitutionally do

this. .

But let that pass and let us turn to the inquiry as to what would
be the &ffect of the repeal. Would it destroy the national banks?
By no means. The tendency in national banking associations
is to reduce their currency or circulation to the lowest possible
limit. If some other security is not provided for their circula-
tion they mustcease to exist by operation of law when the United
States bonds held for security are redeemed, and the last of these
become due and payable in 1907. There is no indication that
Congress will substitute anything in their stead, and this cur-
rency must therefors eventually be withdrawn from circulation.
Possibly they may be continued as banks of discount and de-
posit, but not as circulation. I do not see, therefore, how the
repeal of this tax is to affectthe nationalsbanks. Will itrestore
the State banks? This will not necessarily follow, but it will
open the door for their restoration if the people of the States
desire them.

My own judgment is the rehabilitation of the State banks of is-
sue will meet the demands of the financial situation more etfect~
ually’'and completely than any measure that can be undertaken.
It would decentralize the fiscal affairs of the country, localize
them, and bring about that fair and natural distribution of money
now denied under the present system. It would enable every
man of credit and standing to procure, in his own vioinity, the
money necessary for his wants.

I am fully aware of the arguments urged against State banks
of issue, and admit their force, Among other things, it is urged
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that the currency will not be uniform, and on that accoudt in-
convenient and insecure to the holders of the bank bills; that
*wild-cat” banking will take the place of the present uniform
and safe system of national banking; that the security for the
bank bills will be inadequate and insufficient, thereby entailing
loss upon the bill-holders; thatexchanges can not be safely made
and business in different sections can not be conveniently trans-
acted. Thoss who advance these arguments, Mr. President,
lose sight of several important considerations which should have
weight in determining so important a question.

In the first place, the science or business of banking has made
great progress in the last thirty years; business methods have
been improved, and ventures then entered upon would not now
bs tolerated for a day in the businessand financial world. Why?
First, because of more accurate and superior knowledge; second,
because railroads and the telegraph have brought business men
into juxtaposition, and the touch is felt from one end of the coun-
try to the other—I might say from one end of the civilized
world to the other—we now have no frontier. Railroads and the
telegraph have obliterated that field for ¢ wild-cat” banking,
and such enterprises would find neither home nor habitation for
their operation. Besides these general considerations, why can
not the States be trusted to provide restrictions for banking as
stringent and safe as those of the National Government upon
national banks?

The same supervision may be exercised, the same or similar
rules as to reserves, liability of stockholders, the same or similar
methods for the protection of bill-holders, may be imposed. Why
may not the State provide that its own bonds, if it has any, and
if not, such well-recognized solvent bonds as it may designate,
may be used by State banks as security for their circulation?
This would have the double effectof improving the credit of the
State, retaining capital for investment within its own borders,
and at the same time furnishing a safe security for the circula-
tion necessary for the people.

Clearing houses, as now employed by national banks, could be
instituted for State banks. They wouldenforce the greatestcon-
servatism in bank management, and impart to the State-bank
currency a quality of safety and security that would cause it to
circulate generally without restraint. Why should it not? A
State could not afford to permit loose and reckless banking.
Everysentiment of interest and State pride would forbid. Every
consideration of prudence and business experience would make
such a thing intolerable. I can recall the fact that the bills of
many of the banks of South Carolina and other States, for years
prior to year 1861, passed current inall parts of the country with-
out question, because it was known they were managed prudently
and conservatively, and we should have a similar experience if
they were revived. . :

But, Mr. President, ] amnotso much concerned aboutthe want
of uniformity in State-bank circulation. This quality, thislack
of uniformity, has its advantages, which, I think, outweigh the
disadvantages. It would result in brin ing the currency back
to the locality from which it emanates, there to be employed by
the people in their local wants, and in that way correct the evil
to which I have referred of accumulating the currency in re-
mote centers, from which it can not be recovered by the people
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who must have it, exceptupon hard terms. I carenothow much
you increase the volums of currency under the present system,
this same evil will confront us, this same ruinous ebband flow of
money would obtain whatever the volume of currency. For the
sake of argument I will concede that the State-bank currency
may not be uniform, but it will answer for all local business pur-
0SS,

v The insolvent laws, the divorce laws, the inheritance laws,
the testamentary laws, the laws of evidence, the jury laws, the
criminal laws, the road and corporation laws, of the several
States are not uniform, and yet the whole country has prospered
and progressed and developed under them. It is this diver-
gence of local State systems and uniformity of the paramount
Federal system which gives such strength to our fabric of Gov-
ernment. I, therefore, do not regard uniformity so essential,
although I believe a few years of prudent management would
remove whatever of inconvenience that might arise from this
source.

But why depend upon State-bank c¢irculation to regulate ex-
changes between the several States or for the convenience of
travel to and from different parts of the country? What is to
become of the one thousand six hundred millions of national cur-
rency now in existence? Is that tobedestroyed by State banks?
‘Why can not this currency be used as at present in the matter
of exchanges batween the States if the State-bank circulation
could not be made available for that purpose? This currenc
may eventually be reduced by the amount of the national-ban
circulation, but that amounts to only $168,000,000. So thatI ap-
prehend no trouble in conducting our business transactions in the
several States, not only for the reasons I have just assigned but
for those given in another part of my remarks.

I believe, furthermore, that the rehabilitation of State banks
would settle all controversies over thesilver question. Whether
they are reéstablished or mnot, I have no doubt but that free
silver coinage may be safely resumed by the Governmenton the
present ratio, and I should cheerfully vote for a bill for that purs
pose, but I shall not now enter upon a discussion of that ques-
tion, further than to say, that in my opinion, the importance of
free and unlimited coinage of silver is greatly exaggerated by
both sides of the controversy. It would not bring the relief
‘elaimed by its advocates, and would not do the damage con-
tended for by its opponents. That good would result to the
whole body of the people, I have no doubt, and B, therefore, fa-
vor it. But that if will relieve the financial stringency under
]v;ve}igch we are laboring, or cure the evils complained of, I do not

ieve.

The free coinage of silver would ,alleviate the distress very
greatly,and do no injury to any fair-minded, honest man, Icare
not what form of contract he may have entered into, The sug-
gestion that it would drive gold out of the country or operate as
a repudiation of obligations is, in my judgment, without sub-
stance or foundation,

‘When State banks were in existence, silver and gold coin were
used on terms of- perfect equality as security for their cireula-
tion. Nobody ever guestioned their equality, when they bore
exactly the same relation to each other, that they do to-day.
Nobody inquired, or cared to inquire, in those days. So long as
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the banks had coin, whether of gold or silver, to support their

circulation, confidence was assured, and when it became neces-

sary, under financial stress, to suspend specie payment, no pref-

erence was given to the one coin or the other.

1;hMr.? COKE. Will the Senatorallow me to interrupt himright
ere

Mr. BUTLER. Certainly.

Mr. COKE. I ask the Senator if we had the free coinage of
silver would it not be a great auxiliary to the appliances for es-
tablishing State banks in giving them a coin basis?

Mr. BUTLER. I am justcoming to that, Mr, President. In
my own State, and doubtless in others, banks were allowed to
issue three dollars of paper for one of coin, of gold or silver,and

‘evern with this latitude they maintained their credit, when pru-

dently managed, and supplied a currency that proved adequate
for all business purposes. Of course this latitude would not be
admissible at the present day; would not be expected, and would
not be allowed, but a plan of redemption could be required that
would make the holders of State-bank bills assecure as the hold-
ers of national-bank bills, The free coinage of silver would en-
large the metal money of the country, and thus furnish to the
banks whatever of coin might be required for their reserves,
give employment to all the silver that could be coined, and in-
jure nobody. ‘The simple truth is that metallic currency is only
fit to be used as a bankreserve or as security for circulation, ex-
cept so much as may be necessary for actual circulation, and this
amount is necessarily very limited.

I repeat, therefore, that the repeal of this tax and re&stablish-
ment of State banks of issue would settle all controversies over
the silver question. If I could get an international mounetary
arrangement so much the better, but the best way to bring about
an international arrangement is to restore silver in this country
to its legitimate sphere of free and unlimited coinage, with full
legal-tender power. i

It may not be entirely appropriate in this connection to ai:
cuss the constitutional authority of the States to create bar
of issue, as this will not be denied, but it might be well to
fresh our minds on this point, and I will therefore read so:
extracts from the opinions of the court in the case cited above
Veazy Bank vs. Fenno. The court was not unanimous in ren
dering judgment sustaining the constitutionality of the 10 per
cent tax on State banks.

Mr, Justice Nelson and Mr. Justice Davis filed a dissenting
opinion, in which they say, among other things, on page 550, 10
Wallace—1I shall read rather freely from this dissenting opinion,
not, of course, with a view of claiming that it upsets the opinio -
of the majority, but with a view of giving some historier™ <7
formation which Ithink will be valuable in regard tot+  °
posed legislation:

The constitutional authority of the State to create these insj:
to invest them with full banking powers, is hardly denied. g R
usetul to recur for a few moments to the source of this authoric”, 7

The tenth amendment to the Constitution is as follows: The 'y e

delegated to the United States by the Constitution, nor prohibitea

the States, are reserved to the States respectively, or to the peopie. wu
looking into the Constitution, it will be tound that there is no clause or pro-
vision which either expressly, or by reasonable implication, delegates this

power to the Federal Government, which originally belonged to the States,
nor which prohibits it to them. In the discussions on the subject of the
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creation of the first bank of the United States, in the first Congress, and in
the Cabinet of Washington, in 1780 and 1791, no question was made as to the
constitutionality of the State banks. The only doubt thatexisted, and which
divided the opinion of the most eminent statesmen of the day, many of whom
had just largely participated in the formation of the Constitution, the Gov-
ernment under which they were then.engaged in organizing, was, whether
or not Congress possessed a concurrent power _to incorporate a banking in-
stitution of the United States.
\

- Ld » * * » *

Since the adoption of the Constitution down to the present act of Congress,
and the case now before us, the question in Congress and in the courts has
been not whether the State banks were constitutional institutions, but
whether Congress had the power conferred on it by the States to establish a
national bank., As we have said, that question was closed by the judgment
of this court in McCulloch vs. The State of Maryland. At the time of the
adoption of the Constitution there were four State banks in existence and
in operation—one in each of the States of Pennsylvania, New York, Massa-
chusetts, and Maryland. The one in Philadelphia had been originally char-
tered by the confederation, but subsequently took a charter under the State
of Pennsylvania. 'The framers of the Constitution were therefore familiar
with these State banks, and the circulation of thefr paper as money, and were
also tamiliar with the practice of the States that was so common, to issue
bills of credit, which were bills issued by the State exclusively on its own
credit, and intended to circulate ascurrency, redeemable at a futureday. They
guarded the people against the evils of this practice of the State govern-
ment by the provision in the tenth sectlon ot the first article: **That no State
ghall * * * emit bills of credit,” and inthe samesection guard against any
abuse of paper money of the State banks in the following words: ** Nor make
anything but gold and sllver coin a tender in payment of debts.” As bills of
credit were thus entirely abolished, the paper money of the State banks was
the only currency or circulating medium to which this prohibition could
have had ‘any application, and was the only ¢urrency, except gold and silver,
left to the States. The prohibition took from this paper all coercive circu-
lation and left it to stand alone upon the credit of the banks.

1t was no longer an irredeemable currency, as the banks were under obli-
gation, including, frequently, that of its stockholders, toredeem their paper
in circulation in gold or silver at the counter. The State banks were left
in this condition by the Constitution, untouched by any other provision. As
a consequence they were gradually established in most or all of the States,
and had not been encroached upon or legislated against, or in any other way
interfered with, by acts of Congress, for more than  three-quarters of a cen-
tury—from 1787 t0 1864.

But. in addition to the above recognition of the State banks, the question
of their constitutionality came directly before this court in the case of Bris-
¢oe 78, The Bank of the Commonwealth of Kentucky.

The case was most elaborately discussed. both by counsel and the court.
The court, after the fullest consideration, held that the States possessed the
power to grant ¢charters to State banks; that the power was incident tosov-
éreignty, and that there was no limitation in the ¥ederal Constitution onits
exercise by the States. The courtobserved that the Bank of North America
and of Massachusetts, and some others, were in operation at the time of the
adoption of the Constitution, and that it could not be supposed the notes of
the banks were intended to be inhibited by that instrument, or that they
were considered as bills of credit, within its meaning. All the judges con-
curred in this judgment except Mr. Justice StOr‘y;!. The decisionin thiscase
was afirmed in Woodruff v¢. Trapnall, in Darrington zs. The Bank of Ala-
bama, and In Curran vs. State of Arkansas.

The PRESIDENT pro tempore. The Senator from South Car-
olina will please suspend. The hourof 20’clock having arrived,
it is the duty of the Chalr to lay before the Senate the unfin-
ished business.

The CHIEF CLERK. A bill (S. 51) to provide for the free
“pinage of gold and silver bullion; and for other purposes.

« Mr. HARRIS. I ask unanimous consent that the unfinished
business be informally laid aside in order that the Senator from
South Carolina may conclude his remarks.

The PRESIDENT pro tempore. The Senator from Tennessee
asks the consent of the Senate that the unfinished business be
informally laid aside that the Senator from South Carolina may
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continue his remarks., The Chair hears no objection, and the
Senator from South Carolina will proceed.

Mr. BUTLER. One other quotation, Mr. President, of a some-
‘what historical nature from the same decision: i

The act of Congress, July 13, 1866, declares, that the State banks shall pay
10 percent on the amount of their notes, or the notes of any person, or other
State bank, used for circulation, and paid out by them after the ist of Au-
gust, 1866. In addition to this tax there is alsoa tax of 5 per cent per annum
upon all dividends to stockholders, besides a duty of one-twenty-fourth ot 1
per cent, monthly, upon all deposits, and the same monthly duty upon the
capital of the bank. This makes an aggregate of some 16 per cent Imposed
annually upon these banks, . It will be observed, the tax of 10 per cent upon
the bills in circulation is not a tax on the property of the Institutions. The
bills in circulation are not the property, but the debts of the bank, and, in
thelr accounts of debits and credits, ars placed to the debit side. Certalnly
no governiment has yet made the discovery of taxing both sides of this ac-
count, debit and credit, as the property of a taxable person or corporation.

If both these items could be made available tor this purpose a heavy na-
tional debt need not create any very great alarm, neither as it respects its
gressure on the industry of the country, for the time being, or of its possi-

le duration. There is nothing in the debts of a bank to distinguish them
in this respect from the debts of individuals or persons. The discounted
gmper received for the notes in circulation is the property of the bank and

s taxed as such, as i3 the property of individuals received for their notes
that may be outstanding.

The imposition upon the banks can not be upheld as a tax upon property;
neither could it have been so intended. Itis simply a mode by which the
powers or faculties of the States to incorporate banks are subjectedto tax-
atlon, and which, if maintainable, may annihilate those powers.

I observe that the Chief Justice, who was the organ of the
court, in delivering the opinion touched upon that suggestion,
and seems to have qualified somewhat the force of the opinion
as delivered. He says, on page 541:

There are, indeed, certain virtual limjtations, arisiug from the principles
of the Constitution itself. It would undoubtedly be an abuse of the power if
soexercised as tolmpair the separate existence and Independent gelf-govern-
ment of the States or if exercised for ends inconsistent with the limited
grants of power in the Constitution.

Mr. Justice Nelson goes on in his dissenting opinion and says:i

No person questions the authority of Congress to tax the property of the
banks, and of all other corporate bodies of a State, the same as that of indi-
viduals. They are artlficial bodles, representing the associated 1pecu:nlau'y
means of real persons, which constitute their business capital, and the
property thusinvested is open and subject to taxation, with all the property,
real and personal, of the State. A tax upon this property, and which, by
the Constitution, is to be unitorm, affords full scope to the taxing power of
the Federal Government, and is consistent with the power of the States to
create the banks, and, in our judgment. {3 the only subject of taxation by
this Government to which these institutions are liable.

- As'we have seen in the fore part of this opinion, the powerto incorporate
banks was not surrendered to the Federal Government but reserved to the
States: and it follows that the Constitution itself protects them, or should
protect them, from any encroachinent upon this right. As to the powers
thus reserved the States are assupreme as before they entered intothe Union,
and are entitled to the unrestrained exercise of them. The question asto
the taxation of the powers and faculties belonging to governments is not
new in this court.

Again, on page 556:

It is trme that the present decision strikes only at the power to create
‘banks, but no person can. fall to see that the principle involved affects the
power to create any other description of corporations, such as raflroads,
'Lurnhgkes, manufacturing companies, and others,

This taxation of the powers and faculties of the State governments, which
are essential to thelr sovereignty, and to the eficient and independent man-
‘agement and adminjstration of their Internal affairs, is for the first time,
‘advanced as an attribnte to Federal authority. Itfinds no support or coun-
tenance in the early history of the Government, or in the opinions of the
ilustrious statestnen who founded {t. These statesmen sScrupulously ab-
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tained from any encroachment upon the reserved rights of the States; and,
within these limits, sustained and supported them as sovereign States.

‘We say nothing as to the purpose of this heavy tax of some 16 per cent
upon the banks, 10 of which we can not but regard as im})osed upon the
power of the States to create them. Indeed, the purpose is scarcely con-
coaled in the opinion of the court, namely, to encourage the national banks.
It 1s sufficient to add that the burden of the tax, while it has encouraged
these banks, has proved fatal to those of the States, and if we are at liberty
1o judge of the purpose of an act from the consequences that have followed,
it is not perhaps going too far tosay that these consequences were intended.

And now, Mr. President, once more recurring to the question
of the sufficiency of the volume of our currency, permitme tore-
inforce my opinion that it is not large enough by a comparison
which is striking and conclusive. Iwill make this comparison
in my own State, as I am more familiar with financial and busi-
ness matters there than elsewhere.

The population of South Carolina in 1860 was 291,300 white and
412,300 colored, the latter slaves. It will be borne in mind that
the colored people, as slaves, had occasion or opportunity to
handle very little money as they were supported and maintained
by their owners. It will also be borne in mind that almost the
entire business of the State was conducted by the whites, so that
the 291,300 white persons may be adopted as the basis for esti-
mating the per capita of circulation in that State.

The population in 1890, all free, was 1,151,149. Of course, more
currency would be required for the latter period than the former,
but we find a strikingly different condition of affairs. Some-
time since I addressed a letter of inquiry to the comptroller-
general of South Carolina, requesting him to inform me as tothe
amount of bank capital and bank circulation in that State for the
decades of 1850-'60, and 188C-'90, with several collateral questions
of not so much importance.

The following is his courteous reply:

EXECUTIVE DEPARTMENT,

OFFICE OF COMPTROLLER-GENERAL,
Columbia, 8. C., March 9, 1892.
DEAR SIR: In reply to yours of the 6th instant, it is very much to be re-
gretted that this office does not contain the information you des:re. Untor-
tunately our laws do not provide any means or give any authority for the
collection and filing of statistics as you inquire about since 1880 and before,
and which in my opinion are of great public interest. Some of the older
banks or bankers of the State or the American Association of Bankers most
likely can give it.
Veory respectiully,
W. H, ELLERBE,
Complroller-General,
Per NORTON.
Gen. M. C. BUTLER, )
United States Senale, Washington, D, C.

Accompanying thisletter wasacommunication containing some
statistics, which, owing to incompleteness of the records, are
only partial, but I incorporate it, throwing as it does some light
on the subject of inquiry.

EXECUTIVE DEPARTMENT,
OF¥ICE OF COMPTROLLER-GENERAL,
Columbia, 8. C., March 9, 1892,

DEAR SIR: The records of this office, asshown by thersports of the comp-
troller-general of the State, are not entirely complete, and suchfacts asIam
able to give you for the period from 1850 to 1860 (1880 to 1890 being alread
given) may not prove altogether satistactory to you, as it is not 1o myself.

The clexcial force,allowed by law hinders very much the collating and get~
ting together such information as you desire.
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Iwill give you the amounts as shown by comptroller-general’s report for
two extremes, viz: 1850 and 1860.

This report shows for 1850, capital ofbank of State 81,122,460,63; bank notes
igs;xeg, C'.{xaltélseost.on and Columbia, 81,760,098. (From annualstatement of bank,

ctober 1, .

The last quarterly reports of banks for this year (endin%g:mh September,
1850) capital was 85,991,885.63; bills in circulation, $2,769,531.99.” This-includes
above figures, and it seems there were other banks in the State at this period
other than the eightreporting as above to comptroller-general. The report of
comptroller-general for 1858-'59 and ’60, arenot tobe found in office, butin 1857
the total amount of ca[\ﬂ)ital of banks reporting to comptroller-general, 30th
September, not including the Bank of the State, was 314,837,642.25; bills in
circulation, $7,105,170,51. Bank of State: Capital, $1,104,367.25, and bank notes
iasued, $2,368.928.12,

The State librarian possibly could give you figures nearer your wishes, as
doubtless the records there are not broken as in this office as to this period.
I have depended for these figures entirely upon reports of comptroller-gen-
eral, and not records of office as kept by bookkeepers, ete.

Regretting that my facilities are not better for complying with your re-
quest,YI am in 7

ours, sincere
’ ’ W. H. ELLERBE, 0. .
Per NORTON, €. C. C. @.
Gen. M. C. BUTLER,
Yashington, D. 0.

Not being able to procure the information as fully as I desired
from this source, for the reasons assigned by the comptroller-
general, I addressed asimilar letter to Mr. Thaddeus Street, long
a member of the Charleston Chamber of Commerce, an intelli-
gent business man of that city, and the following is his reply:

CHARLESTON, S. C., March 14, 1892,

My DEAI& S1R: Youresteemed favor of the 10th instant cameduly to hand.

The informatlon asked for is not easily obtainable owing to theloss of rec-
ords.t 1bu'; after careful research I am able to give you fair answers to your
questions:

First. The banking %&)itnl in South Carolina for the decade from 1830 to
1860 was about 18,000,000

Second, The circulation was about $10,000,000.

Third. The capital of South Carolina banks varied considerably between
1880 and 1890 as some of the Charleston banks found it advisable and profit-
able to reduce their capital, but in 1890 it amounted to about $,200,000.

Fourth. I think the bank circulation in 1890 wasabout 3550,000, but you can
%gn the exact information by applying to the Comptroller of the Treasury at

ashington. You may be assured that I shall-at all times be pleased to
Serve you.
Yours, very truly,
THADDEUS STREET,
Hon. M. C. BUTLER.

Senator from South Carolina, Washington, D. C.

Not content to leave the matter here, I applied to the Comp-
troller of the Currency with alike request, and here is his an-
swer:

TREASURY DEPARTMENRT,
OFFICE OF THER COMPTROLLBR OF THE CURRENCY,
Washinglon, D. C., March 17, 1592,

SIr; I have the honor to acknowledge receipt of your letter of 14th in.
stant, contents of which have my careful attention.

1 herewith inclose a statement which will give you the information asked
for in the third, fourth, ifth, and sixth inquiries madse in your letter.

It is regretted that the records of thiz office do not enable me to furnish

ou the informatlon asked for under inquiries one and two of 7our letter,

Ut you are respectfully referred to the annual repors of Comptroller Knox
{or the year 1876, which contains much valuable information on the subject
of State banks, and Irom which you may be able to obtain reference to some
work which will furnish the'statistics you desire.

Repectfully, yours, N "
E. S. LACEY, Compt 3
Houn. M. C. BUTLER, CEY, ptroter.
United States Senate.
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Statement ahowin? amount of capital stock and amount of circulation outstand-
ing for national banks in the State of South Carolina for each year from 1880
to 1890, both inclusive; also number of such banks for eack year.

No.of Circuiation

Year. banks, Capltalstock. outstanding.

12 82, 449,900 81, 331,800

13 1, 885, 000 1,187,190

13 1,885,000 1,169, 885

13 1, 885, 000 1,118,135

14 1,935, 000 1,096,485

14 1,935, 000 1,002,445

16 1,779,100 874,135

15 1,698, 000 559, 875

18 1,773,000 , 030

16 1,798, 0600 391,120

16 1,798,000 9,

Maximum amount of national-bank elrculation outstanding at

any time was, on October 1, 1882 . e iemees 3362, 889, 134
Amount of national-bank circulation outstanding on March 16,

12 P eevere—esas—semsreacasnaatasm—enaany 172,533,762

A recapitulation of the foregoing facts shows that South Car-
olina in 1860, with a population of free inhabitants of 291,300 to
412,300 slave, had $18,000,000 of bank capital and $10,000,000 of
bank circulation, while in 1890, with a.population of 1,151,000,
all free, she had only $1,798,000 of bank capital and $389,965
of bank eirculation. I do not pretend that this is the only cur-
rency in circulation. The other kinds of national currency—
greenbacks, gold and silver certificates, gold and silver coin—
circulate in that State as elsewhere, but not in quantities ap-
proximating $10,000,000. Just how much in addition to the
national-bank notes set forth above nobody can accurately esti-
mate, but it is safe to say it will not reach the half the $10,000,000,
while there are nearly five times the free inhabitants. ,

Nor do I claim that the national-bank capital of $1,798,000 em-~
braces all the bank capital in that State. We have about $4,000,-
Oggoof State and national bank capital against the $18,000,000 in
1860.

Now, Mr. President, the simple recital of these facts tells the
whole story of the currency famine in the South, for what is true
of South Carolina in a greater or less degree is true of the en-
tire section and of the West also.

I am sure I have not overstated the situationatall. Ndrhave
I exaggerated the real conditiox of affairs. Itceannotbe denied
‘that the exigency urgently demands Congressional action, and
that some measures of relief should be promptly afforded. In
my judgment no greater or more satisfactory measures of relief
could be adopted than the repeal of the 10 per cent tax on State
bank circulation.

If this is done I should expect to see & revival of prosperity
never before experienced. I should look forward with confi-
dence to a long period of contzntment and progress among the
piaople of all sections which would redound to the happiness of
all, .

It is encouraging to note that one of the great political par-
ties—the Democratic—has, at its recent national convention at
Chicago, adopted, as one of the planks of its party platform, a
proposition to repeal this tax.
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I should regret to see this made a party question; but it is a
most hopeful sign that the party which had 100,000 majority in
the popular vote at the last Presidential election has embraced
this within its party creed and made it & prominent feature of
its party policy.

Mr. President, I ask that the resolution lie over for the pres-
ent., It is unnecessary to refer it to the Committee on Finance,
that committee having reported adversely on a billintroduced,
I believe, by my friend from Tennessee [Mr. HARRIS].

%‘lhe PRESIDENT pro tempore. The resolution will lie on the
table.

bes
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