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2. J. Res 12, Joint resolution authorizing the President to
veguive the United States Sugar Equalization Board (Inc.) to
tike over and dispose of 13,902 tons of sugar imported from the
Argentine Republic.

tn Februavy 10, 1923

5. J. Rex, 248, Joint resolution to provide for the payment
salaries of Senators appointed to fill vacancies, and for other
purposes,

On February 12, 1923

8., Res. 239, Joint resolution authorizing the President to
abrogate the international agreement embodied in certain
Executive ovders relating to the Panama Canal.

On February 13, 1923:

S.1016. An act to amend an act entitled “An act to repeal
section 3480 of the Revised Statutes of the United States ™ ; and

S.J. Res. 226. Joint resolutivn authorizing the acceptance of
title to certain land within the Shasta National Forest, Calif.

On February 14, 1923:

8. 1878. An act to permit the State of Montana to exchange
cut-over timberlands granted for educational purposes for other
lands of like character and approximate value;

S.1926. An act to extend the provisions of the act of Feb-
ruary 8, 1887, as amended, to lands purchased for Indians; and

8.38702. An act providing for the acquirement by the United
States of privately owned lands situated within certain town-
shipg in the Lincoln National Forest, in the State of New
Alexico, by exchanging therefor lands on the public domain
also within such State.

On February 15, 1923:

S, 4169. An act granting the consent of Congress to the city
ot Aurora, XKane County, Iil, a wmunicipal corporation, to
construet, maintain, and operate a bridge across the Fox River;

S, 4260, An act to extend the time for the construction of a
hridge over the Columbia River, between the States of Oregon
and Washington, at a point approximately 5 miles upstream
from Dalles City, Wasco County, in the State of Oregon;

S. 4288. An act to grant the consent of Congress for the
special commission constituted by an act of the Legislature of
Massachusetts to construct a bridge across the Merrimack
River;

S. 4341, An act granting the consent of Congress to the
Oregon-Washington Bridge Co., and its sucessors, to construct
a bridge across the Columbia River at or near the city of
Hood River, Oreg.;

S. 4346. An act granting the consent of Congress to the Dela-
ware State Highway Department to construct a bridge across
the Nanticoke River;

S. 4353. An act granting the consent of Congress to the high-
way commissioner of the town of Elgin, Kane County, IIL,
to construct, maintain, and operate a bridge across the Fox
River; and

S, 4439. An act to revive and to reenact an act entitled “An
act granting the consent of Congress for the construction of a
bridge and approaches thereto across the Arkansas River be-

tween the cities of Little Rock and Argenta,” approved Oec-

tober 6, 1917,

On February 17, 1923:

S. 2531. An act to create a board of accountancy for the
District of Columbia, and for other purposes; and

S, 3169. An act to equalize pensions of retired policemen and
firemen of the District of Columbia, and for other purposes.

OUn February 20, 1923:

S. 3721, An act providing for the erection of additional suit-
able and necessary buildings for the National Leper Home.

On February 21, 1923:

S. 1066. An act to authorize the Commissioners of the Dis-
triet of Columbia to close Piney Branch Road between Seven-
teenth and Taylor Streets and Sixteenth and Allison Streets
NW.. rendered useless or unnecessary by reason of the opening
and extension of streets called for in the permanent highway
pian of the District of Columbia; and

8. 3808. An act authorizing the Secretary of the Interior
to investigate the feasibility of reclamation projects on the
Columbia River and various other irrigation projects.

REPORT OF THE GOVERNOR OF PORTO RICO (H. DOC. NO, 802),

The VICE PRESIDENT laid before the Senate the following
megsage from the President of the United States, which was
read and, with the accompanying papers and documents, or-
dered to be printed and referred to the Committee on Terri-
teries and Insular Possessions:

To the Congress:

As required by section 12 of the act of Congress approved

March 2, 1917, entitled “Au act to provide a civil government
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for Porto Rico, and for other purposes,” I transmit herewith,
for the information of the Congress the Twenty-second Annual
Report of the Governor of Porto Rico, together with the reports
of the heads of the several departments of the Porto Rican
Government for the fitcal year ended June 30, 1922,

I concur in the recoinmendation of the Secretary of War that
this report be printed as a congressional document.

WARREN (. HarpiNe.
Ter Waire Housg, February 23, 1923.

RERPORT ON RUSSIAN RELIEF (S. DOC. NO. 307).

The Vice President laid before the Senate the tollowing mes
sage from the President of the United States, which was read
and ordered to be printed, and, with the accompanying papers
and documents, referred to the Comunittee on Appropriations:
To the Congress of the United Stoates:

1 transmit herewith, for the information of the Congress, a
report by the American Relief Administration of the disposition
made of certain medicines, medical, surgical, and hospital sup-
plies, which were transferred to said American Relief Admin-
istration by virtue of the provisions of the act of Congress ap-
proved January 16, 1922, for the relief of the distressed and
famine-stricken people of Russia.

WARREN G. HABDING.
T WaHITE HoUuse, February 23, 1928.

A SHIP SUBSIDY—WILL IT BE ONE OF OUR NATIONAL BLUNDERS,
AND WHY?

Mr. LADD. lir. President, I desire to discuss at this time at
considerable length the question of a ship subsidy and to show
why the measure as presented to Congress will be one of ocur
national blunders, a natural outcome of a policy which has been
permitted to lead us astray. I shall endeavor to show that the
germ which made possible this unfortunate condition was planted
with the founding of our Government and has continued to de-
velop ever since, until to-day in this country we are witnessing
its full fruition for the benefit of a privileged few and at the
expense of the masses,

At the outset I wish to call atiention to the blunder that has
been made in the private operation of our railroads, our banks,
and other great industries and how interlocked has become
nearly all lines of so-called big business; how a few men actually
control the policy of these industries and institutions; and how
they have been enabled to thwart the Government’s efforts to have
them render a real service to all the people through the instru-
mentalities that have been intrusted in the hands of individuals
and corporations until they have ceased to function in the inter-
ests of the people and have become at times even a dangerous
weapon in the hands of special privilege. This policy, if con-
tinued, will crush our people and drag down the splendid civiliza-
tion which our forefathers so laboriously built up that we might
ever continue a free and independent people, where poverty and
suffering should almost be unknown and every man should re-
ceive a full share of the fruits of his labor, but which independ-
ence is now fast becoming a hollow mockery to many of the best
blood of our land. Fortunately, the ballot promises to be a
means to save this fair land through evolution, so that the com-
mon people shall have their fair share of responsibility in its
affairs and shall enjoy the rights to the fruits of their toil.

In passing, Mr, President, I may say, however, that I am just
as anxious for a practical and prosperous merchant marine ag
any other loyal citizen, but I am not convinced that the proposi-
tion as presented ig sound or in the interest of all the people, but
that it will bring great profits to a few privileged financiers and
international bDankers at the expense of the producers of the
country. 1 am not convinced either that it would benefit agri-
culture or tend to promote foreign trade, as its proponents claim.
Where there is much smoke there is fire; where there is much
propaganda stop, think, beware!

Mr. President, with the illimitable, inexhaustible resources of
this country, with her prodigious increase of wealth-producing
power, her marvelous mechanical achievements, and the un-
precedented genius of her people for industrial cooperation and
efficiency, it is a perplexing enigma that there should be a single
person ahle and willing to work that can not find remunerative
employment sufficient to maintain his family in comfort and
contentment. Nevertheless, it is painfully and pitifully evident
from every-day experience and eommon knowledge, substanti-
ated by the reports of investigations made by the Federal, State,
and municipal governments, that a very large proportion of cur
industrial population is as a result of low wages and disemploy-
ment, living in a condition that is detrimental to pliysical health
and moval purity, and which deprives the American home of
every element of happiness and contentment. How large this
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proportion is ix uot susceptible of precise determination, hut
it is evident from governmental statistics that at least one-
third, perhaps one-half, of the families of wage earuers ems-
plored in mining and manufacturing, receive much less in the
course of 1 yeav than enough to support them in anvthing re-
sembling decency and comfort. Tt is into this helpless, hopeless
poverty that destroys manhond, blights womanhood, thar robs
even childhood of its innocence and happiness, that the work-
ing classes are being driven hy an invisible power which acts
upon them like a resistless and pitiless pressuve.
ON THE WAY TO BECOME PAUPERS.

Two-thivrds of these families—G4 per cent—have ineomes of |
j encumbrance,

less than $750 u yeur, and almost one-third have incomes of

less than $500, the total average being $720. The average size !

of these fumilies is over five members., That the average Amer-
ican wage earner does not receive sufficient wages to keep his
family in anything like a condition of moral decency and phys-
ical comfort is shown by the fact that 30 per cent of the fam-
ilies keep bonvders and lodgers. Furthermore, in 77 per cent
ol the families, two or more persons occupy a single sleeping
room; in 37 per cent three or more persons, and in 15 per eent
four or more persons. Two persons out of every three in the
large cities and industrial centers of Ingland die either in a
workhouse, 2 madhouse, or a public charity hospital and are
buried in puuper's graves. The abhorrence of all classes of
wealth producers to a2 pauper’s burial is so appalling that every-
thing will be sacrificed and grievous debts incurred rather than
permit the remains of a member of the family to lie in the
potter’s field. Nevertheless and notwithstanding this natural
abhiorrence, in the wealthy city of New York 1 person out of 12
is buried in a pauper’s grave or turned over to the medical
fraternity for dissection.
FARMERS APPROACHING BANKRUPILCY,

The wmost ominous fact in our agricultural conditions i the
rapid growth of farm tenants. In 1920, 37 tenants operated
farms in every 100, as compared with 28 in 1910, an increase
of 33 per cent in 10 years. Wherever this notoriously inefficient
and outrageously unjust system is established, human slavery
in its worst and most degarding form follows as a natural
andl necessary result.

In 1920 part-owner tenancy involved 89,000,000 acres aud nearly
$4,000,000,000 worth of land and buildings. On the same date
full tenants claimed 265.000,000 acres and nearly $24,000,-
000,000 worth of land and buildings. Altogether, 354,000,000
acres and nearly $28,000,000,000 of land and buildings were
operated by lessees. Without exclusive property in farms oper-
ated by managers, the percentage of acreage operated hy lessees
in 1920 was 37, and the lessee percentage of farms and build-
ings. measured by value, was 42, Omniitting real estate oper-
ated by managers, lessees operated 39 per cent of the farm
land as measured by acreage and 44 per cent of the total valug-
tion of farm lands and buildings. On this bhasis, in 1920
lessces operated 44 per cent of the improved acreage and 46
per cent of the value of the land alone. The rapid growth of
farin tenancy and farming by hard labor under managers is
alarming and portends disastrous consequences to the Nation
if it be permitted to continue at the present ratio. In 1880
about 25 per cent of our farms were operated under the tenant
system.  To-day In many States it has passed the half-way
tenancy mark, and in some of the States has reached the high-
water mark of from 59 to 60 per cent.

TENANT FARMING APPALLING,

It appears that lessee farming has become characteristic of
vast arens. How vast these areas are may be wunderstood by
the following comparisons:

The tenants of the United States operate an area of nnjm-
proved land larger than the entire surface of the Republic
of T'tunce, or the former Empire of Germany. In addition to
this they operate an improved acreage six times the arenp of
Iilinois, Arizona, or Iowa. The combined area of unimproved
and improved acreage farmed by tenants in the United States
exceeds in area by 25,000 square miles the following countries :
England, Ireland, Scotland, Wales, Belgium, Denmark, Italy,
Poland, Switzerland, Ausiria, Greece, and Portugal. The vulue
of the farin property they operate exceeds the amount of
America’s direct expense in the World War.

In connection with the question of the rapid increase of farm
tenancy, the nwuber of farmers who are paying rent in the
shape of interest, though nominally owning their own land,
would, if the figures could be ascertained, stagger the whole
country. Tor it should be remembered that the nost cOmmon
form of agricultural tenancy in ths country is not thas of money
or share rent, but of mortgage. YWhat percentage of American
farms occupied by their nominal owners ave under mortgage
we can only surinise, but it can he safely estimated at 50 per

cent. The total farm mortgage indebtediness in this conntry
to-duy i3 over $S,500,000,000. And this appalling debt is
borne by the 6,500,000 farm families of the country, whose
annual net income is $184 each, out of which sum the children
are to be educated, doctor's bills, life and fire insurance paid.
buildings repaired and church and fraternal organizations sup-
ported. But this distressing condition is not cenfined to the
farm industry. Over 60 per cent of those who work in the
manufacturing and mining indusiries and auxiliary business
activities are living in rented houses. Seventy-five per cent
of the homes of America are mortgaged. Out of a populatinn
approximately 110,000,000, only 4,131,57S own homes free from

OCR EARNING POWER WILL XOT PAY THE INTEREST.

The estimated wealth of the United States is 175 billions, and
the estimated indebtediiess, which includes all interest and
dividend-bearing securities, is $140,000,000,000. One thing i3
certain and that is that these figures show that we are on the
verge of national bankruptcy., The earning power of all the
people after a bare subsistence is deduecied is not sufficient
to pay the interest upon this gigantic sum, to say nothing of
payment of the principal. The most disgraceful and indefensi-
ble feature of this intolerable condition is the incontrovertible
fact that over 90 per cent of this prodigions indebtedness is
wholly fictitious, not representing one dollar of actual invest-
ment, but is the result of dexterous maunipulation of financial
schemes concocted for the sole purpose of robbing the actual
wealth producers of the country. Little by little and bit by bit
we have built up a banking and currency system solely for the
benefit of stock gamblers, speculators, money shurks, and all
sorts of financial bandits and wholly against the real business
interests and productive industrieg of the people. The indus-
trial slavery established under this money system may be more
refined than chattel slavery, but it is far more merciless, cruel,
and inhuman. When we remember that the interest on this
indebtedness is paid by the people through increased prices we
see at once that here is an ignored factor, an overlooked ele-
ment in the rapidly increasing prices of the necessaries of life.

JEFFERSON ON AGRICULTURE.

In the light of these observations the drift of the agricultural
population to the large cities and industrial centers is no lenger
a mystery. We see hete the relation of cause and effeet anit
realize the significance of Thomas Jefferson’s statement in this
connectiomn:

The people will remain virtuous for many centuries, as long as they
are chiefly agricultural, and this will be as long as there are vacant lands
in any part of America. When they get piled one upon another in lavge
cities, as in Furope, they will becoine corrupt, as in Europe.

What Jefterson said in his day was prophecy. In our day it
ig history. In 1790, at the time of the first census, the cities
contained 3.3 per cent of the whole population. In 1880 they
contained 225 per cent of the pepulation, and in 1920 it had
increased to the alavming extent of 51 per eent.

IIl faves the land, to hastening ills a prey,
Where wealth accumulates and men decay.

And how can this indefensible and intolerable condition of
the wealth producers of the Nation be accounted for? We
know that in the sequence of human events there are no aoci-
dents. FEvery fact has a cause and every fact implies a pre-
ceding fact, which in its turn becomes the basis for another
fact, and thus is established an interminable connection of all
sociul phenomena. It should not be difficult to discover the
fundamental causes of this indefensible and intolerable dis-
parity in the condirion of the privileged and the nonprivileged
classes,

That there is a combination of canses no one who hag given
careful consideration to existing conditions can doubt. And
yvet when we consider the course of legislation in this country
for the past 60 years, there is nething uwnnatural in the ab-
normal situation that eonfronts us. He who in the midst of
abundance suffers the pangs of hunger; who in the presence of
inexhaugtible natural resources stands in enforced idleness;
who, clothed with pelitical power, is a political nonentity; to
whose unremitting drudgery labor-saving inventions have
brought no relief but rather seem to malke his condition worse,
instinctively realizes that there is something wrong with eur
system of distributing the wealth which his labor produces. Hs
knows that the vice and misery, the ignorance and brutishness
that arise from degrading poverty on the one hand and vast
accamulations of unearned wealth on the other can not be
attributed to the will of his Creator. Te inherently feels that
the Infinite Power that planned and contrived the world before
He created it, made ample provision for these He intended to
seud into it. His own personal experience has satistied him
that natural laws which are the ordinances of God are not
tainted with injustice at which even the mind of the most
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hardenad criminal revoltz, The distressing situation of affairs
i« not the natural and necessary result of industrial coopera-
rion and social develepment. It accompanies industrial co-
operation aml social development because our legislation for
over halt a century hag contravened natural law and ignored
the demands of justice. TIf is the direet and necessary result
©eranting to a corrupt and favored few predatory privileges
whiclr involve sunreme functions of government.

It must be remembered that the industrial, economiec, and
financial difiiculties that now confront us are but peculiar
wanifestations, following the perversion of functions of govern-
ment to gerve purposes for which they are not adapted and
for which they were never intended. For the industrial un-
rest, the widespread discontent, which darken the future with
ominous clouds, which perplex the politician, appall the states-
man, no President and no Congress have as vet presented a
solution which accounts for all the plienomena and points te
any clear and simple remedy. This is cbvious from the es-
sence and natuve of the bill before us. Its primary purpose
and ultimate obhject is not to prowmote the welfare of the people
by removing the cause of our difficulties, hut to aggravate
present evils by extending existing privileges and granting new
ones,

DEMOCRATS AND PLUTOCRATS.

It is the delusion born of unearned wealth that recognizes in
the popular unrest with which the Nation is feverishly pulsing
only the transitory effect of ephemeral causes. Between demo-
cratic aspirations and plutocratic arrogance and greed there
is an irreconcilable conflict. The new wine of industrial prog-
ress is fermenting in the old bottles of plutocratic eonserva-
tism, and elemental forces gather for the strife, But if, while
there is yet time, we restore to government her exclusive funec-
tions, the dangers that now threaten must subside, the blind
torces that now menace will be trausmifted to agencies of
elevation. .

The history of civil government amply justifies the assertion
that political corruption may be engendered and public mis-
fortunes induced by failure of the government to exercise
funetions which legitimately belong to it, as well as from its
interfereunce with the individuals in thelr legitimate sphere of
action, A government is neither necessary nor practicable to
men living in an isolated state. But with the growth of pop-
ulation and the resulting cooperation of individuals in the pro-
duction of things essential for the satisfaction of individual
wants, public needs arise which necesitate the organization
of the community under some form of civil government. ‘There
are those wlho, when it sults their selfish ends, contend that
there are no natural rights, but that all rights emanate from the
Stute or grant of the sovereign political power.

This is, of course, pious pelitical pifile served up for those
whio they think do not know any hetter. There are some facts
&0 obvious and universal that their mere statement carries
couviction, and one of these is that there are rights between
mun and man which naturally existed before the formation of
government and whicl: continue to exist in spite of espionage
laws.,  All rational men believe that this earth is the creation
of God and that the people who oeccupy it during the brief
period of their earthily existence are sent here by His direction.
Euch person born into thig world is a distinct, separate, inde-
pendent, coherent entity which alone justifies individual owner-
ship and proclaims his equal rights with all his fellows.

NATURE'S LAWS DO NOUT DISCRIMINATE.

The laws and forees of nature, which are simply the decrees
of the Creator, make no discriminations among men but are
to all ubsolutely impartial. All persons stand upon the same
level und have equal rights. There is no distinction between
tarmer and bunker, skipper and carrier, laborer and capitalist.
Hence, when governments are instituted they do not create
uew vights but are intended to secure the old ones. Let us
uever forget that there is a law higher than any human enact-
went, the law of the Creator inherent in the human conscious-
uess unnd which is above and beyond man-made laws and upon
conformity to which all human laws must depend for their
salidity., 1o deny this is to assert that man is destitute of a
moral faculty and that there is no standard whatever by which
the justice or injustice of human laws and institutions can be
determined; to assert that no actions are in themselves right
aud nene In themselves wrong, but only become so by legis-
tative enactinent. "The history of mankind everywhere shows
that the very reverse of this is the fact. The truth of the
watter is that to make an action a c¢rime by human law which
is not a crime by God’s law is inevitably to destroy respeect
or all law; to require men to take an oath before God with a
view to preventing them froin doing what they feel they have a
putural right to do is to weaken the sanctity of caths and tends

to defeat the purpose they are intended to serve. Government
ought not to interfere with the personal activity of individuals
further than to secure the equal right of each from aggressions
on the part of others, and the moment governmental interfer-
ences extend beyond this they arve linble to defeat the very
ends they were established to secure.

What is the natural law of human progress in its entirety
but the recognition of the moral law in human relations?
Just as human laws promote the law of equal freedom, just as
they acknowledge the equality of right between man and man,
just as they insure to each the perfect liberty which is limited
only by the perfect liberty of every other, must mankind ad-
vance. Just as they ignore or contravene all this must the
progress of mankind come to a halt and eventually tura back-
ward. The science of government can not teach any lessons
not embodied in the decalogue and the golden rule.

As the primary purpose and chief object of government is to
secure the natural rights and equal liberty of each, all under-
takings which involve monopoly ccme within the necessary
sphere of governmental regulation and undertakings that are
in their nature compleie monopolies are legitimate functicus of
the Government. As the cooperation of individuals for the
gratification of all their desires hecomes closer and wider. the
Government must assume functions that in a lower stage of
cooperation were neither necessary nor expedient,

DEMANDS OF PREDATORY INTERESTS.

The annals of every nation since the beginning of recorded
history show the encroachments of a sordidly selfish class upon
tlie matural rights of tlieir fellows. Xven in our Federal
Constitutional Convention there was a strong, dominating
coterie of predatory privileged interests that were strenuously
opposed to the principles of republicanism for which the Hevo-
lutionary War was fought, who pressed for a monarchial form
of government, and when they realized that the great body of
the delegates were strong for republicanism, buf for giving due
strength to the Federal Government under that form, they
then directed their efforts to the construction of a Government
that would leave but the shadow of power with the people.
They pressed forward their schemes of strengthening all the
branches of the Government which conformed to a mwonarchy,
and the creation of a money power by means of a funding
system, not calculated to pay the national debt but to make it
perpetual and to make it an engine of tyranny and extortion in
the hands of the executive branch of the Government, which,
in addition to the powerful patronage it possessed in the dis-
posal of public offices, might enable it to gradually assume
autocratic power. Although our banking and currency system
ought to be as clear and simple as the rule of three, so that
every person of ordinary intelligence ought to be able to com-
prehend it, the privileged banking interests from the very be-
ginning of our Federal Government succeeded in grafting on
our monetary system of government an arbitrary scheme—
which can not, save by a great abuse of language, be called a
system—so complicated and tortuous that neither Congress nor
the President seemed able to understand it. In the first in-
stance, in funding the national debt they formulailed the most
arbitrary, intricate, and mysterious system that could possibly
be devised. They then succeeded in inducing a complacent
Secretary of the Treasury to make his appropriations consist of
a number of scraps and remnants, many of them mere phan-
toms, and then applied them to objects in reversion and re-
mainder, until the finances of the Nation were invelved in an
impenetrable fog of ambiguity and confusion.

Thomas Jefferson said to President Washington:

“T told him,” says Jefferson, ‘ that, in my opinion, there was only
a single source of these discontents. 'Though they had indeed appeared
to spread themselves over the War Department also, yet I cousidered
that as an overflowing only from the real channel which would never
have taken place if they had not first been generated In another de-
partment, to wit, that of the Treasury. That a system there had been
contrived for deluging the States with paper money instead of gold
and silver, for withdrawing our citizens from the pursuits of commerce,
manunfacture, and other branches of useful industry, to occupy them-
selves and their capitals in a species of gambling, destructive of mo-
rality, and which had introduced its poison inte the Government itseif,
That it was a fact, as certainly known as that he and I were con-
versing, that particular members of the legislature while those laws
were on the carpet had feathered their nests with paper and then
voted for the laws, and coustantly since lent all their talents and
instrumentality of their offices to the establishment and enlargement
of this system; that they had chained it about our necks for a great
length of time, and in ovder to keep the game in their hands had from
time ito time aided in making such legislative constructions of the
Constitution as made it a very different thing from what the pecple
thought they had submitted to; that they had now brought forward a
proposition far beyond any one ever yet advanced, aund to which the
eyes of many were turned, as the decision was to let us know whether
we lved under a limited or an unlimited Government. He asked me
to what proposition T alluded: I answercd, to that in the report on
manufactures which under color of giving bounties to manulactures
meant to establish the doctrine that the puwer given by the Copstitu-
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tion to collect taxes to provide for the general welfare of the United

Sta permitted Congress to take everything under their manage- |
il nich they should deem for the publie welfare, and which is

tible of the application of money: consequently, that the sub-
t enumeraticn of their powers was not the description to which
t be had aund did not at all constitute the limits of their
; thar this was a very different question from that of the
bank, ieh was thought an inecident to an enumerated power.”

A MOYEY MONOPOLY,

The hank to which Jefferson refers was the PBank of the
red States, a grinding, extortionate, money monopoly, Toh-
the producers of wealth by usurious rates of interest, in-
and contracting the volume of money to aid their gam-
and speculative enterprises, ruining the State banks, and
ily dominating the bhusiness interests of the couniry.
1832, three years before the expiration of their charter, the
rators of the bank succeeded in jamming through Con-

w3 a new charter conferring new and extortionate privileges.
It nted additional gratuities of over $7,000,000 to the stock-

holders. It was generally admitted that it provided for an
increase of the market price of their stock at least 30 per cent.

hlore than eight millions of the stock of the hank was held by
foreigners.
Americans the people were to receive nothing in return,

favored individuals were to come out of the hard earnings of
the American people,

The new charter contained provisions preeisely similar to
our present Federal reserve system; that is, it secured to cer-
tain State banks legal privileges which it denied to private
citizens, For instance, if a State bank in Philadelphia owed
the Bank of the United States and had notes issued by the St.
Louis branch, it could pay the debt with those notes: but if a
farmer, a merchant, a mechanic, or other private citizen was
in like circumstances he could not legally pay his debt with
those notes but must sell them at a discount. This privilege
granted to the State bank was for the purpose of creating a
bond of union among the moneyed interests, evecting them into
a separate and distinct interest apart from the people, and its
necessary and inevitable tendency was to unite the Bank of the
United States and the State banks in any financial measure
which they considered to their special interest. Furthermore,
it contained a provision that exempted from taxation the for-
eign stockholders who owned over 8,000,000 of the bhank’s
stock. However, President Jackson returned this infamous
measure to the Congress without his signuature, stating in one
of the ablest State papers that ever emanated from the White
House his reasons for withholding his approval.

TOO RAW PFOR PRESIDENT JACKSON OR CARYL, SCHURZ.

In his message to the Senate, returning the biil to recharter
the United States bank, President Jackson said:

The present corporate body, denominated the president, directors,
and company of the Bank of the United States, will have existed at
the time this sct is intended to tuke effect 22 years. It enjoys an
exclusive privilege of banking under the authority of the general
Government, a monopoly of its favor and support, and, as a necegsary
consequence, almost a monopoly of the foreign and domestic exchange.
The powers, privileges, and favors bestowed upon it in its original

charter, by increasing the value of the stock far above par value,
operated as a gratuity of many millions to the stockhelders.

nrl Schirz, commenting on the insidious and brazen efforts

of the Bank of the United States to secure for its own ag- : : .
: : s X s : ki e » and impotent substitutes for money
grandizement & paramount function of government, in his in- | Ponds and notes were lame a ! t substitutes ¥

teresting and instructive biography of Henry Clay, says:

a tendency toward the mnliveoddling, old granny theory of government.
according to which the ruling powers are to take care of the people,
do their banking for them, rob Peter to pay Paul for carrying on a
losing husiness—inst as the pending bill proposes—and tinker (?) and
hemuddle things generally. t was, of course. beyond the power of any
man to override a tendency of this sort, but Jackson did much to
checik it; and still more would have come from his initiative if the
guestion of slavery and secession had not so soon come to ahsorb men’s
minds and divert attention from evervihing else. iz destruction

© of the bank was brought about in a way that one can not wish to see

It would have been well for Clay and his party had they recognized :
the fuct that not enly this Bank of the United States could not be !

saved, but that no other great central bank, as the fiscal agent of the
Government, coald be put in its place with benefit to the country,
An institution whose interests depend upon the favor of the Gov-

ernment is always apt to be driven into politics, be it by the exuactions |

of its political friends or by the attacks of its political enemies.
capucity for mischief will then be proportioned to the greatness of its
powesr, and the povwer of a ceutral bank, acting as the fiscal agent of
the Government, disposing of a large capital, and controlling branch
banks all over the country, must necessurily be very large. Being
able to emeoarage or embarrass busin by expanding or curtailing
bank accommodations and to favor this and punish that loecallty by
tranzferrving its rfacilities, it may benefit or injure the interests of
large masses of men and thereby exercise an influence upon their
political conduct, not to speak of its opportunities for propitiating
men in public position, as well as the press, by its substantial favors,
So it was in the case of the Bank of the United States. Altheugh
Jackson's denunciations of its corrupt practices went far beyond the
truth—which is extremely doubtful, as even the great statesman,
Daniel Webster, was on Its secret pay roll—there can be no doubt
that, when it last fought for the renewal of its charter and against
the removal of the deposits, it did use its power for political effect.

Jelin Fiske, our scleatific and philosophic historian. saw
clearly the deep-rooted and wideaspread evils that must neces-
sarily accompany the delegation to private interests of the
power to issue money, which is an exclusive function of the
Government. He says:

I¢ was Jacksou whose sound instiacts prompted him to a course of
action quite in harmony with the highest political philosophy. During

Its

the administration of John Quincy Adams, there way fast growing up !

often repeated; but there can be little doubt that it has saved us from
a great deal of trouble and danger. By this time the bank, if it had
igsrm‘l, would probably have become a most formidable engine of corrup-
ion.

PANIC OF 1837 FOR THE

The bank precipitated the panic of 1837 by refusing credit and
extension of loans to farmers, merchants, and business wen in
general, foreclosing mortzages, and, by the abuse of its power,
disleeating and paralyzing the entire industrial organization.
Bat when the effects of rhese evil operations subsided, a period
of generai prosperity ensued-—a prosperity so genuine anf all-
pervading that it is regavded by impartial historians as the hap-
piest and mesi prosperous peviod of our history. Tt offered con-

BANEKERS.

ers . i clusive proof of the beneficial effect, if not perhaps of a sound
Iror these gratuities to foreigners and unscrupulous | &l 3 Y . p

Tae |
many millions which this charter proposed to bestow wupon !

sclentific curreney system, of one that was at least free from
favoritism and extortion.

The fuirming and smail husiness interests were no longer at the
mercy of financial handits and unscrupulous money gamblers.
Commerce made marvelous advances and our carrying trade
grew s0 rapldly that within 10 years after the panic of 1837 had
spent itself, our tonnage exceeded that of England. There was
a constant, continuous development of all our productive indus-
tries, under financial freedom. Trusts and monopolies were not
granted predatory privileges to rob and oppress the people.
Agriculture, the indispensable basis of all production, was never
more prosperois. The farvmers and planters at no other period
of our Nation's history were in receipt of such good prices,
steadily paid to them in real genuine money for tlieir surplus
products, which they could ship to the home market on the rail-
roads at reasonable rates, and to foreign markets in American
ships maintained without subsidies.

The breaking out of the Civil War presented a splendid oppor-
tunity for the banking interests to again get control of the
Nation's finances. The unselfish devotion of a people ready to
make any sacrifice to preserve the Union of the States was taken
advantage of by the moneyed intevests to induce Congress to
credate two kinds of money, one for the hondholder, consisting of
the precious metals, and the other for the people, consisting of a
partial legal tender, a depreciated money; and to establish a
national bBanking system which enabled the bankers to draw
interest on both their debts and credits;

On July 17, 1861, an act was passed authorizing the Secretary
of the Treasury to borrow $250,000,000, and to issue coupon
bonds, registered bonds, or Treasury notes at his discretion.
The honds were to bear interest at 7 per cent, and run for 20
years. The Treasury notes were fo bear 7.3 per cent, and were
convertible into 20-year G per cent bonds.

On August 3, 1861, an act supplementary to the act of July 17
was passed authorizing the Secretary of the Treasury to issue
bonds bearing interest at 6 per cent payable at the expiration
of 20 years, which could be exchanged for Treasury notes
bearing 7.3 per cent interest. It is manifestly evident that these

and were issued at the dictates of the money power to prevent
the Government frrom exercising its sovereign right to create a
full legal tender meney in the inferest of the people.

THE PEOPLE DEMANDED REAL MONIY,

The people were demanding that Congress exercise its pewer
and furnish the people in this national exigency with an effi-
cient and sufficient medium of exchange. The enactments of
July 17, 1861, and February 12, 1862, authorized the issue of
$60.000,000 of Treasury notes, full legal tender for the payment
of all debts, publie and private, without exception, This was
the first and only attempt of our Government to establish a
genuine and efficient monetaiy system free from the control of
private selfish interests.

The money power realized that if this bill hecame a law it
would deprive them of the power to dominate the circulating
medinom of the ecountry. A formidable lobby appeared at once
in Washingtou, consisting of the leading bankers of the country,
and insisted that the Cowumittee on Ways and Means and the
Finance Committee of the Senate should meet them in the ofiice
of the Secretary of the Treasury on a certain date.

The New York Tribune, then under the honest and patristic
managewment of Horace Greeley, commenting on this meeting,
said:

The Subcommittee on Ways and Means objected to any and every
form of  shinning” Ly the Government through Wall or State Streety
and the knocking down of Government stocks to 75 or 60 cents on the
dollar, the inevifable results of throwing & new and large loan on the
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tion as to price, and finished by firmly refusing
'mit a speculation by brokers and

5 t securities, and particularly any
nould dounle the pubiic debt of the country and double
the expenses hy damaging the credit of the Covernment,

Iiere we have the hypocritical patriotic pretenses of the
meney power exposed to public view. Thelr real purpose was
1o zandbag the Government in her hour of peril by knocking
devin her securities to 80 or 75 cents on the dollar, permit specu-
lating by bankers and brokers in her securities, to double her
publie debt and Gouble her expenditures by damaging her credit.
Nevertheless and notwithstanding a11 this base treachery to
ihe Nation in the greatest crisis in her history, the bankers and
brokers won a complete victory., The bill was passed by the
Senate, inserting the words—
except duties for interest on honds and notes, which shall be pald in
cCin—

And—
that duties on imported goods and proceeds of the gale of public landsg
should be set apart to pay coln interest on the debt of the Uuited
Stutes,

Lanilier nd
sehente wiilel

A PERNICIOUS MEASURE, SAYS STEVENS,

As e veported the bill to the House as amended by the Senate,
Thaddeus Stevens, chairman of the subcommittee of the Com-
mittee on Ways and Means, said:

I hope the gentlemen of the Houge will read the amendments. They
are very important and, in my judgment, very pernicious, but I hope
the Houase will examine them. N

When the bill as amended was under consideration, he said:

I bhave a meiancholy foreboding that we are about to consummate a
cunningly devised scheme which will carry great injury and loss to all
ciasges of the people throughout this Unilon except one. With my col-
leaguie, T helieve that no act of legislation of this Government was ever
hailed with as much delight throughout the whole length and breadth of
the Union, by every class without exception. It is true that there was
a doleful sound came up from the caverns of bullion brokers and from
the saloons of the associated banks.

Their cashiers and_ agents were soon on the ground and persuaded
the Senate with bui little deliberation to mangle and destroy what it
had cost the Iouse meonths to digest, consider, and pass. They fell
upoun the biil in hot baste and so disfigured and deformed if that its
very father would not know it. Instead of being a beneficent measure,
it is now positively mischievous, It hasg all the bad qualities which
its encimies charged ou the original bill and none of its benefits, It
now createy money and by its very terms declares it a depreciated
currency. It makes two c¢lasses of meney—one for the bankers and
brokers and another for the people. It discriminates Detween the
rights of different classes of creditors, allowing the rich capitalists
to demund gold and compeliing the ordinary lender of mioney on indi-
vidual security to receive nol¢s which the CGovernment had purpoxely
discredited.

Representative Spaulding said:

I desire especially to oppose the amendment of the Senate which
requires the interest on bonds to be paid in coin semiannually, and
which authorizes the Secretary of the Treasury to sell © per cent
Bowls at the market prices for coin to pay the interest. Mhe passage
of this measure, the legal tender bill, in this House was hailed with
satisfaction by the great mass of the people all over the country. It
recelved the hearty indorsement of such” bodies as the chambérs of
commerce, New York, Cincinnati, St. Louis, Chicago, Buffalo, Mil-
waukee, and other places. I have never known any me re to
recelve a more hearty approval from the people # * . Why
make these discriminations? Who asks to have one class of creditors
placed on a better footing than anotber class? Do the people of New
England, the Middle States, or the people of the West or Northwest
or anhywheve else in the rural districts have such diserimination made
In their favor? Does the soldier, the farmer, the mechanie, or the

nt ask to have any such discrimination made in his favor?
i no guch unjust preference is asked for by this class of men,
ask for a legal-tender note bill, pure and simple. They ask for
a national currency which shall be of equal value in all parts of the
couniry. They want a currency that shall pass from hand to hand
among all the people in every State, county, city, towu, and village

in the United States.
A DARK CHAPTER IN OUR HISTORY.,

An able writer, considering this base and treacherocus be-
trayal of the people’s interest, says:

'jiere begins one of the davkest chapters in American higtory. It
will be found that every step taken by Congress from this oum in
arters pertaining to the finances of the Nation has been dictated by
the money power. Toreign eapitalists, such as the Rothschilds, be-

leeply interested in the scheme of robbery inaugurated by the
this act; and through their agents, suchi as August Bel-
panker and wihilom chairman of the Democratic National Com-
have aided the money power lere materially iu controlling the
el bouth political parties.
amount srolen from the people by the fnancial policy then
Pted and which now encumbers the Nation in the shupe of a bonded
vable principal and interest in_ gold, is estimated by such
Upon thoe sublect of finance ay J. 8. Gibbomns (contributor to
on’s Universal Cyelopedia) at over one thousand million dollars,
nothing of which the people have been robbed indirectly by
of the pernicious monetary system foisted upon the country.
EXPLOITING THE FARMERS ANXD LABORERS.

This infamous scheme of exploiting the producing classes
e H 34 i N H
throvgh the possession of an exclusive function of the Govern-
ment was supplemented by the passace of the national hank act,
‘\\ ien the Senate inserted the words “ excepting the payment of
mteresr on the public debt,” or “ be received in payment of cus-
tims duties” in the legal tender bill, they purposely depre-

et

megy

ciated their own currency by making it a partial legal tender,
good enough for the peaple but not good enpugh for the financial
bandits who secured ifs insertion. Hence, in 1864, 235,000 in
gold could buy $100,000 in partial legal-tender notes, The (Gov-

ernment received these notes at their fuce value, funded them.

into a bond drawing 6 per cent interest in coin, and upon the

bond lssued $90,000 national-bank notes, which the bankers
loaned to the people at 8 and 10 per cent. So by this financial.

legerdemain the banks were drawing interest on $190,000, for
which they actually paid only $33,000.
TEE FAMOUS HAZZARD CIRCULAR,

In order to prove conclusively that this whole financial schieme:

was the work of international investment bankers, I will' read
what is known as the Hazzard Circular, issued in the fall of
1862, a copy of which came into the possession of Hon. Isaac
Sharp, a student of law under Thaddeus Stevens, and subse-
quently acting Governor of Xansas, The eircular 5ayS:

Slavery is likely to be albolished by the war power and. chattel.

slavery destroyed.  This I and my European friends are in favor of,
for slavery is but the owning of labor and carries with it the care of
the laborer, while the European plan, led on by England, is capitals

control of labor by controlling wages. This can be done by controlling,

the money. The great debt that capitalists will see to that is made
out of the war must be used as a measure to control the volume of
money, ‘Lo accompiish this the bonds must be used as a banking basis.
We are now waiting to get the Secretary of the Treasury to make this
recommendation to Congress.

Mr. Hazzard, the author of these atroeiously inhuman propo-
sitions, was solicitor of the English Bankers’ Association. One
of the many contemptible tricks of the money power Is to make
the currency question so complicated that the ordinary citizen
can not understand it, and make it appear to him as one of the
abstiruse sciences, With this object in view they had the Treas-
ury Department issue 15 different forms of Government obliga-
tions,

WHO DEMONETIZED SILVER, AND WHY?

Silver was demonetized by an act of Congress that for treach-
ery, perfidy, and deception has no. precedent nor a. parallel in
the annals of representative government. President Granot, who
signed the bill, said that he did not know that the act of 1872
demonetized silver. Senator Morgan, of New York, said:

It can noi even be fairly said that Coungress did it. It was done at
the instigntion of the bLondholders and other money kings, who now,
with upturned eyes, deplore the wickedness we exhibit in asking the
question, even, Who did this great wrong against the toiling milliong
of our people?

Senator Beck, of Kentucky, said:

The bill demonetizing silver never was understood by either House of
Congress.

The demonetization of silver was to make the national debt
and interest thereon payable in gold.

Then we had the silver purchase act, whieh, in 1its last
analysis;, meant no more than taking silver out of a hole in-the
ground in the West and putting it in a hole in ‘Washington and
issuing certificates against It. President Cleveland, who was
elected in 1892 on a tariff-reform platform, showed his sub-
gerviency to the money power by calling Congress in extra ses-
sfon to repeal the purchasing clause of the silver act.

The tariff-reform cry upon which the people eleeted him was
not passed until 18 monthg affer his induction into office, and
finally was a miserable abortion, in which his promise to the
people was shamelessly violated, and the privilege of the pred-
atory interests firmly intrenched and buitressed.

My, President, the Manufacturers’ Record, issue of February
22, 1923, contalns a most important and interesting article,
captioned “An amazing revelation of secret financial meet-
ing.”” This gives us some light upon the development of the
policy of diastic deflation. Thig strikes me as of great impor-
tance in tlie financial history of our country, and it should go
into a permanent record.

Also, in the issue of the Manufacturers’ Record for October
21, 1926, appeared an interesting and illuminating article cap-
tioned “An amazing situation of world importance.” In the
issue of the same publication for November 3, 1921, appeared
another article, captioned “A strange financial admission.”
These last two articles tend to show that drastic deflation was
a world-wide policy. designed by the international bankers, to
be carried on through the central banking institutions through-
out the world., They strike me as evidence of an immoral and
conscienceless couspiracy against the people of the nations of
the earth, and such a conspiracy as almost borders upon trea-
son. )

In crder that these articles may be preserved for the future,
so that historians may have them at hand for their considera-
tion, I ask unanimous censent to Insert the three mentioned
articles in the Rzeonp In the usnal 8-point tyne.

The VICE PRESIDEXNT., Without objection, it is so ordered.
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The mutrer referred to is as follows: .
[From the Manufacturers Record, October 21, 1920.1
AN AMAZING SITUATION OF WORLD INPORTAXCE,

Bulletin No. 2, isstued September 27 by the Iirst Ifederal
Foreign Banking Associution, whieh is controiled by the leading
bauking institutions of New York, states that the League of
Nations is carrying on a world campaign “ for drastic credit
restrictions through existing central banking institutions.” It
also says that measures have been taken In the United States
“to restriet the granting of credits and put up the cost of bor-
rowing,” and that “ our restriction of credit shows fur-reaching
infliences, bringing about reduced production and liquidation
of commodities.”

[From the Manufacturers Record, November 3, 1021.]
A STRANGE FINANCIAL ADMISSION,

The First Federal Foreign Banking Assoclation of New York
in its Bulletin No. 13, issued on September 30, in reviewing the
guestion of money and credit, says: “The strangle hold that
gold has comes from the fact that it has the monopoly of
world-wwide command of purchage at unquestioned parity.”

The Century Dictionary defines “ strangle” as “to draw
tight, squeeze, to choke by compression of the windpipe, kill by
choking, throttle” Who would ever have imagined that a
great banking institution of New York would thug refer to
enld as having a strangle hold?

further on in the same finaneial circular it is said “there is
not gold enough in the world to make current settlements with,
1t the realization that something must be done promptly is not
vivid now, it certainly will be very soon.”

We have tried for several years to warn the financiers of the
woarld that with a steadily decreaging gold output and a larger
consumption of gold for the arts the world is facing a gold
shortage, which unless there is a change by some better system
of finaneing, will ultimately lead to world-wide panlc and
world-wide repudiation of debts and bonds, national and corpo-
rate. @old as it now stands limited to an output with a
steadily decreasing supply indeed has, asg stated by the First
Faideral Foreign Banking Association, of New York, “a stran-
ele hold” and this strangle hold unless it is released will
ultinately produce the very things defined by the Century
Dictionary, “ to draw tight, squeeze, to choke by compression of
the windpipe, kill by choking, throttle.”

[From the Manufacturers Record, Iebruary 22, 1923.1
AN AMAZING REVELATION OF SECRET FINANCIAL MBESTINe—ON May

18, 1920, FEDERAL RESERVE MBETING IN WASHINGTON DISCUSSED

DrrrarioN, RESTRICTION OF CKEDIT, BRREAKING DOwWN oF PRICES,

AND lf1gHBR FREIGHT RATES. BUT GOVERNOR HARDING WARNED THOSE

PRESENT NOT TO Divunen rae DISCUSSIONS o THE Day—THs IN-

S10E STORY REVBALED BY A STENCGRAPHIC REPORT OBTAINED BY THE

MuNUFACTURERS RECORD.

“Arter one of the most fateful meetings in the financial
history of the world, a meeting which no other organization,
including the Interstate Commerce Commission or the Supreme
Court of the United States, would ever have dared to hold in
secret and reach its conclugions in secret and withhold its
conclusions from the publie, Governor Harding, of the Federal
Reserve Board, in closing that meeting of the Federal Re-
serve Board, the Federal Advisory Councll, and the class A
directors of TFederal reserve banks, said: ‘I would suggest,
zentlemen, that you be careful not to give out anything about
any discussion of discount rates. That is one thing there
ought not to be any previous discussion about, because it dis-
turbs everybody, and if people think rates are going to be
advanced there will be an linmediate rush to get into the banks
hefure the rates are put up, and the policy of the reserve board
is that that is one thing we never discuss with a newspaper
mun.  If he comes in and wants to know if the board has con-
sidered any rates or is likely to do anything about rates, some
remark is made about the weather or something else and we
tell him we can not discuss rates at all. And 1 think we are
all agreed it would be very ill advised to give out any impres-
sion that any general overhinuling of rates was discussed at
this conference, e have discussed the general credit sltua-
tion and your cominittee, which has been appoinfed with
plenary powers, will prepare a statement which will be given
out to the press to-morrow worning and we will all see what
it is. You can go hack to your banks and of course tell your
fellow directors ag frankly ag you choose what has happened
here to-day, hut caution them to avoid any premature discus-
sivn of rates as such, We have had an exceedingly interesting
day, zentlemen, The suggestions which have bheen made have
been valuable and we have protited by your views. I wish to
express on behalt of the board our appreciation of your coming
here and to thank you for the unselfish and loyal intervest you

have taken in the Federal bank gituation throughout the coun-
try in giving this matter the careful thought and consideration
that you have. And I am sure that the spirit which has
manifested itself at this meeting here to-day will spread
throughout all the country, to the member and nonmember
banks, and if it does we can look the future In the face with.
courage and confidence.

“Thexe closing words of a fateful conference, it can be con-
servatively sald, are the most damning indictment of the
management of the Federal reserve system which could be
penned by the worst eneinles of that organization. The Manu-
tacturers Record has shown since shortly after that meeting
was lheld some of its decisions, but it has never until within
the last few days been able to get hold of a stenographic copy
of the minutes, But with this stenographic report we are
now able to give to our readers some details regarding that
meeting which strengthened and confirmed the work of defla-
tion which had already been inaugurated. After a long con-
ference and full discussion, covering 387 pages of foolscap,
closely typewritten, the statement that Governor Harding
closed the meeting with was emphatlic warning to those in
attendance that the deliberations of that meetiug should be
held as strictly confidential except to fellow directors and
that the public should not be allowed to know what had taken
place and the newspapers should know only so much of the
meeting as the carefully prepared statement would present.

“As far back as July 8, 1910, the Manufacturers Record
warned the Federal Regerve Board against some of the actions
that were then being taken, and said:

“:Not for a moment would we suggest that the members of
the Tederal Reserve Board were in any way financially inter-
ested in the stock market, but we can readily understand the
limitless power of stock speculation and the manipulation of
the stock market which would be available to anyone who
knew a few hours in advance of such proposed action by
the Reserve Board. It is entirely within the power of that
board to break the stock or the cotton market or to bring about
a big boom movement in cotton or stocks. The power is too
great to rest in the hands of any seven men, even if they were
angelic in charaecter, for they might be succeeded by those who
were not so angelie,’ -

“That editorial emphasized the control which big financial
interests hiad held over the stock market to break it when it
guited thelr convenience to buy iu stock or to boom it when
it suited their convenience to unload stocks, and we added:
‘It was hoped that the organization of the Federal Reserve
Board would make this impossible; but the recent action of the
board resulted in a very rapid break in the stock market, and
it is within the power of the board to bring about a rapid ad-
vance whenever there is a change of policy and prevent tha
calling of loans or the sharp advance in money.’

“In that editorial we quoted from the Boston News Bureau
a very sharp arraignment of some of the methods of the Fed-
eral Reserve Board and closed with the statement from the
news bureau:

«i Before the Federal reserve system a money squeeze was
one of the tricks of the trade to frighten the public out of their
stocks. Are the administrators of the Federal reserve system
going to countenance the same old game by allowing the people
who have the control of money to play with values on a discount
baslg, arresting advancement and prosperity?’ '

“ When two years ago the Manufacturers Record urged that
every important meeting of the Federal Reserve Board should
be held in the open, with the right of the public to know
what was taking place, so that no secret acts should be passed
giving to the insiders limitless possibilities for money-making,
we knew that we had thrown a bombshell into the camp of
secrecy, but we did not at that time know that Governor
Harding had so specifically and emphatically urged that that
conference should regard its whole discussion as secret and to
be withheld from the newspapers and from the public at large.
The human mind is somewhat staggered as it tries to outline
the limitless possibilities for money-making on the part of
every man who, having this secret information, knew exactly
what would happen in the business world long in advance of
what the general business public could even suspect, even if
no man ever used this information to his own individual
profit. This conference, the closing statement of which we
have quoted, was held on May 18, 1920. Those in attendance
were as follows:

“Hon. Adolph C. Miller, member of the Federal Reserve
Board, .

“ Hon. Henry A. Mohlenpah, member of the Federal Reserve
Board.

“ Hon. John Skelton Williams, Comptroller of the Currency
and member ex officio of the Federal Reserve Board,
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“ Hon. David F. Housten. Secretary of the Treasury and mem-
Ler ex officio of the Federal Reserve Board.

“ George L. Harrison, counsel, Federal Reserve Board.

“ Algo the members of the Federal advisory council:

“ Philip Stockton, Federal reserve disirict No, 1.

A, B. Hepburn, Federal reserve district No. 2.

~ 1. I.. Rue, Federal reserve district No. 8.

AV 8 Rowe, Federal reserve hoard No. 4.

“J. G. Brown, Federal reserve distriet No. 5.

© Oscar Wells, Federal reserve district No. 6.

“ Jawes B. Forgan, Federal reserve district No. 7.

“ T, 0. Watts, Federal reserve district No. 8.

“ 5. I. Swinney, Federal reserve distriet No. 10,

“ . 1., Ball, Federal reserve district No. 11.

“A. L. Mills, Federal reserve district No. 12,

“.J. H. Puelicher, Marshall & Ilsley Bank, Milwaukee, Wis.

“John Perrin, chairinan of the board and Federal reserve
agent, Federal Reserve Bank of San Francisco.

“Hon. Edmund Platt, chairman of the Banking and Cur-
rency Committee, House of Representatives.

“Also the following class A directorg of the Federal reserve
banks :

*“ Boston: Thomas Beal, Edward 8. Kennard, and Frederick
S, Chamberlain,

“New York: James A. Alexander, R. H. Treman, Charles
Smith, and J. H. Sisson.

“ Philadelphia: Joseph Wayne, jr., M. J. Murphy, and Francis
Douglas.

“Cleveland: O. N. Sams, Robert Wardrop, and Clhess Lam-
bherton,

“Richmond: John F. Bruton, Charles E. Rieman, and Edwin
Mann.

“Atlanta: J. K. Ottley, Oscar Newton, P. R. Kittles, and
W. H. Kettig.

“ Chicago: George M. Reynolds, Charles H, McNider, and
E. L. Johnson,

“ St. Louis: J. C. Utterback and Sam A. Ziegler.

“ Minneapolis: Wesley C. McDowell and E. W, Decker.

“Kansas City: J. C. Mitchell, C. E. Burham, and W. J,
Bailey.

“Dallas: John T. Scott, E. K. Smith, and B. A, McKinney.

“San Franeisco: C. K. MecIntosh, J. E. Fishburn, and M., A,
Buchan.

DOOM OF COUNTRY’S BUSINESS INTERESTS &OUNDED AT CONFERENCE
COMPOSED EXCLUSIVELY OF BANKERS.

“ It will be noted that those in attendance were preeminently
bankers and that business men as such were not there, though
the, business men and not the bankers are the ones who create
the business of the country, whether in agriculture, manu-
facture, or other lines of industry. Their doom was being
settled in a conference composed exclusively of bankers.

“In opening the proceedings Governor Harding, referring to
those.in attendance, said:

“*The class A directors are the banker members of the
boards of directors of the Federal reserve banks. They are
not only directors, and as a rule very influential directors, of
Federal reserve banks but they are officials of member banks,
and thus they see both sides of the picture. So it seems to be
peculiarly appropriate at a time when there is a banking situa-
tion to discuss to have bankers here to discuss it.’

“It is true that it might have been important to have
bankers there to discuss the subjects up for comsideration
that day, but is it not also true that the manufacturers, the
merchants, the farmers, and all others representing the pro-
ducing and transportation interests of the country were just
as vitally interested in a conference of this kind as those
who were exclusively engaged in banking? In a rather lengthy
opening speech Governor Harding said:

“‘Every effort should be made to stimulate necessary pro-
duction, especially of food products, and to avoid waste.’

“And having encouraged the farmers to the utmost extent dur-
ing the spring of 1920 to carry forward their farming operations
despite the high wages that were being paid labor drastic de-
flation was put into effect, breaking down the prices of farm
products to an extent that literally bankrupted hundreds of
thousands of farmers.

“‘We can,’ said Governor Harding, ‘restrict credit and ex-
pand production, letting the expansion of preduction proceed
at a greater rate than the restriction of credit, and we are
then working along in the right direction.

* No human being has yet found a way to restrict the credit
facilities essential for increasing production and at the same
time bring about increased production. That statement is so
rankly absurd on its face that it i= an amazing thing that any
man profexsing to be either a banker or a political economist

could presume to suggest that restriction -of credit and ex-
pansion of production could go hand in hand.

“It is in striking contrast with the statement :quoted from
Hon. Reginald McKenna, formerly Chanecellor of the Bx-
chequer of Great Britain and one of the world's great banking
authorities, given elsewhere in this issue, in which Mr. Me-
Kenna said: ‘The continuance of a high rate or the adoption
of any other methed for the purpose of forcing down prices
is bound to strangle trade and reduce output. We must not
interfere with the natural flow of trade by any restriction of
existing producing power but must seek a general increase of
wealth through a more abundant output.’ R

“And as that day’s meeting was devoted ‘to a discussion of
how to increase interest rates in order to lessen the volume
of business, it is interesting to quote from a statement made
by Comptroller Crissinger, recently nominated as governor
of the Federal Reserve Board, in which 'he said: ‘PFalling
prices and high interest rates are never twin sisters of pros-
perity. I can not teo emphatically say that I do not believe
deflation in curreney and ecredits can go hand ‘in -hand ‘with
a régime of high interest rates without imposing great and
dangerous hardships upon the people.’ :

*“*It is very clear, said Governor Harding, ‘that if we find
it impossible under the present circumstanees to increase the
volume of production of the most essential articles, the only
thing for us to do is to reduce consumption of those articles.’
In other words, here was a definite plan to break down busi-
ness and lessen consumption at a time when .the American
people and the world at large were buying freely of everything
that could be produced.

“This plan -of forcing down prices and breaking down busi-
ness had been secretly inaugurated long before the meeting
whose records we now have before us and from which we
have been quoting, for on February 12, 1920, the Manufac-
turers Record published an extract from a letter from one -of
the foremost bankers of the country, in the course of which,
criticising this paper because we had denounced .the efforts
of banks through the pressure of the Federal reserve system
to call all loans on Government bonds, he said:

“‘You can further .see that if by any pressure -these bonds
can be turned out of the Federal reserve banks and passed
over to the strong boxes of great institutions—savings banks,
life-insurance companies, large estates, benevolent and philan-
thropic institutions—just to that extent the 12 banks would
be in a position to extend additional facilities to merchants
and business men generally, Of course it seems .hard that
anyone who for patriotic purposes -should have invested in
Government bonds should be practically called upon to part
with say a loss of from 8 to 9 per cent, but facts are stubborn
things and conditions more important than .theories.’

“That same banker wrote us that he would not .lend money
on any collateral of any kind, it mattered mot how good it
might be, and that there was too much business in the country
aud it should be brought down to normal conditions.

“That was the spirit which was being inculcated by the then
management of the Federal reserve system. Stripped of all
its useless verblage, the meeting of May 18 was largely devoted
to the discussion of how to lessen the activity which was pre-
vailing throughout the country and bring on deflation of bus-
iness and of credits. Governor Harding said: “We should be
careful, however, not to overdo this matter of liquidation, be-
cause too drastic a policy of deflation, which might result ‘in
crowding to the wall and throwing into bankruptey legitimate
enterprises, however unessential their operations may be, would
have a tremendously bad effect and would defeat the purpose of
the very policy which we are trying to have established.’ He
added ‘ A sensible and .gradual liquidation will result in perma-
nent improvement, as we all know, but any attempt at radical
or drastic deflation, merely for the sake of deflation, will result
in very serious consequences, and such a policy should -be
avoided.’ :

“But drastic deflation is exactly what took place. 'Some of
the men who went from that meeting went with the impression,
and said so, that a policy of deflation and the breaking down
of prices could be put into effect and that the Federal reserve
management would have the power to stop this deflation and
price breaking at any point when it might decide that it had
gone far enough, not having financial ability sufficient to ‘com-
prehend the tact that when they started business on the to-
boggan slide they would not be able to stop ‘it until it eollapsed
at the bottom. Xvery man of ordinary ‘intelligence ought to
have been able to see the inevitable result of the policies dis-
cussed and outlined in that eampaign.

“ Over and over azain during the process of deflaticn it wns
stated by Governor Marding and others that the banks of the
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country were guilty of misleading, even to the extent of prac-
tically lying to their customers by declining to make leans,
alleging the opposition of the Federal Rescerve Board, but in Gov-
ernor Harding’s speech he said: ‘The directors of the Federal
reserve banks are clearly within their rights when they say (o
any member bank, “ You have gone far enough; we are familiar
with your condition; you have got more than your share and
we want you to reduce. We can not let you have any more.”
They must exercise their discretion as to the proper course to
pursue but they have the power and there are many cases where
the rule ought to be laid down and a member banlk ought to be
made (o understand that it can not use the resources of the
Federal reserve banks for its own private advantage for profit.’

“ At the close of his address Mr, Hepburn asked if any
arrangement had been made to place Governor Harding's open-
ing remarks before the public and to this Governor IIarding
said: ‘I have a synopsis prepared which was given to the press
on yesterday for release to-morrow morning., It is rather more
abridged than the statement I made this morning, but it is the
substance of it.’ .

*“1It is interesting to take this statement in connection with
Governor Haording's closing remark at the end of the conven-
tion which we have already quoted and in which he insisted
that the discussion of the meeting should not be given to the
presg or to the people and the only thing which should be given
to the press would be a sammary prepared by the committee.

“ Thus neither the press nor the public ever had any real in-
formation on what took place at that meeting.

TRIFLING DISCUSSION BY FIRST DISTRICT OFFICIALS.

“ After closing his address the meeting was opened by Gov-
ernor Harding with an invitation to those in attendance to
make reports as to conditions in their communities and in the
Federal reserve banks with which they were connected. My,
Thomas Beal, of the Federal Reserve Bank of Boston, said:
‘We seem to have been able to have had some liquidation in
our district.

“And the public knew only too well that there has been a
great deal of liquidation due to drastic deflation, not only in
Boston but elsewhere,

“Mr. Chamberlain, of the Boston bank, had nothing to say,
but added, ‘I am the baby director on the board and Mr. Beal
is our spokesman.’

“Mr., Kennard, of the same bank, said: ‘I am a group 3
director of the first Federal district, and I want to say that we
have a very healthy looking baby.

“ But whether he was referring to the bank as a healthy |

looking baby or to Mr. Chamberlain as the baby director we
have no means of knowing, but the public can probably gain
some light from the trifling discussion of the healthy looking
baby and baby director from men who were facing one of the
greatest financial problems that the world has ever had to
meet. It was a time which called for real men, men whe could
think and who could say and did not plead the baby act or
newness. However, Mr. Xennard, continuing, said, ‘1 also
think that the rates for money should continue on a high level,
with the hope of causing liquidation in commodities. OF course,
liquidation would result in low prices and the easing up of
business. I do not think this body should encourage any dras-
tice measures of readjustment. I think the deflation should he
gradual, and I think we should give more care to the commer-
cial paper that is rediscounted at the Federal reserve banks.’

“That Mr. Kennard or anyone else has found out how high
rates of money shall be forced upon a country without pro-
ducing drastic liquidation in place of gradual deflation he
will have discovered something that no other human being has
yvet been able to discover. Mr. Kennard emphasized the con-
gestion of the transportation facilities and the fuct that the
warehouses were congested because they did not have the ship-
ping facilities, and this thought runs through a great many of
the discussions of that day, and yet without shipping facilities
merchants and manufacturers were told that they must ship
their stuff in order to liquidate their accounts.

NEW YORK BANKERS FAVORED CURTATLMENT OF EXPANSION
POSSIBLE,

“Mr. James A. Alexander, of New York, said, * We {nd to-
day, I think, a hegitation in business. Large users of credit are
inquiring as to what the future has in store for them. I think
now is the logical time to deal with this question, perhaps the
best time that has occurred up to now, to bring this credit situn-
tion hiome to the users of credit, Altheough while this hesitation
is on they will get some loans, prices are being reduced, but
nevertieless, uniess there is a very substantial contraction and
a very definite and poesitive announcement made in some way,
the users of credit in the country may become more hopeful
again that the situation is not one to be feared, and they will
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feel justified in going ahead and making very substantinl and
large commitments for the future.

“ Following this, Mr. Alexander suggested that the discoun:
rate should be raised, * not to 6} or 6% per cent but to 7 pew cert
on commercial paper.’ In reply to a question from Governor
Harding as to whether the raise in rate would penalize any-
body who could not liquidate on account of transportition
facilities, Mr. Alexander said: ‘I am afraid somebody is hound
to be penalized in order to bring about “ production.” A per-
centage of 1 per cent is not a very heavy penalty in the way of
an interest charge, but it is a very positiv: announcement that
the credit situation is such that further expansion must be
presented and that curtailment shonld be had whevever possi-
ble’ When asked as to the transportation situation in his
district Mr. Alexander said: ‘There is almost no such thing
there now’; and he added: * There is one thing, I think, to he
feared, and that is that if the transportation fucilities are
improved and commmodities moved freely and credits ave thereby
released it may make a temporary ease in thie money market,
and may encourage people to go ahead and expand. - I believe
now is the time to put the rates up and to keep them up.’'

“TFrom this one might interpret Mr. Alexander's statement
as indicating that he did not desire to see transportation facili-
ties improved and commodities moved freely, because that
would release credits and encourage the business people to go
ahead. May Heaven save this Nation from a policy so narrow
visioned and so amazing as that! .

* Mr. Treman, also of the New York district, said; ‘I think
Mr. Alexander has well expressed the general sentiment of the
directors in our district, that there is a spirit of hesitation aned
uncertainty prevailing throughout the country, and that tlLe
business interests are looking to the Federal Reserve Board
and the Federal reserve banks to indicate what is to be done.
We have felt in New York that it was advisable to advance the
rate further than at present, because we got good results from
the action which was taken in the winter. We believe the time
is coming when there should be a further warning by the ad-
vancement of the rate throughout the country. Not that it
would curtail business—that is, the advancement of a point or
a half point in the commercial rate—but it would be a warning
to a great many hanks that will not be affected by the gradu-
ated or progressive rate that in dealing with their customers
they should recognize what many of them apparently do nnt
recognize yet, and that is that the credit situation is a very
strained one and should be dealt with now before the conflagra-
tion becomes too severe. As to the particular method to be
employed, Mr. Alexander, I think, has correctly stated the posi-
tion of the directors of the Federal Reserve Bank of New
York—that is, that there should be an immediate raise in rate:
second, that the position outlined by Governor Harding with
regard to the process and methods of education should be ear-
ried out. * * * T am in very close touch with certain of
the distributing interests-—jobbers in hardware and jewelry
and other lines—and I am sure that they are disturbed and
they are looking to the Federal Reserve Board and the Tederal
regserve banks to outline a remedy which will deal with the
situation in a sound and sane way at the present time without
eausing undue alarm. We can do that if we begin and restrict
within reason the granting of credit through individual banks.
You must do something more than send them requests not to
do it. The way to do it is to bring them face to face with the
officials of the Federal reserve banks in each district and have
them understand the situation and have them in turn go back
and deal with the commercial and business interests. We ecan
in addition to reaching the business organizations through their
ofticials reach the agricultural societies and organizations
though their officials, so that if there should he an effort to
get in touch with the large interests in each district and merely
point out the necessity for a reasonable curtailment of credit,
the same as we curtailed sugar and coal when there was a real
need for it, it seems fo me that by the raising of rates now, by
the education of bankers individually and by these group meet-
ings and by going on further and extending our suggestions to
the business interests of the country, I believe that we can
forestall any very serious disturbance in the fall”’ )

Sy, Alexander was asked by Mr. Oftley, referring to the
suzgested raise in rates to 7 per cent: ‘In view of the basic
line that is under consideration by the Federal reserve bank,
would it e your-idea, br. Alexander, to just make a flat rate
of 7 per cent or start off the basic line at ¢ per cent with a
rising scale?” And to this Mr. Alexander replied: ‘Make the
basic rate 7 per cent. I am in hopes that there will be no
plan of progressive rates put in effect in New York, Make the
rate 7 per cent. I am speaking of commercial paper. * * *
Commercial paper is the thing that is being created in voluma
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richt now and we want to limit it as much as we possibly can
limit the creation of commercial paper.’ .

s 3Mp, Charles Smith, of New York, said: ‘ The entire board
of vur barnk is in hearty accord with the advancement of rates
as expresed by both Mr, Alexander and Mr. Treman.’

“ Mr, John Skelton Williams said: ‘ Before we leave this ques-
tion, Mr. Alexander, as you suggest a T per cent rate do you
not think that one of the effects of a 7 per cent rate as a min-
imum rate for all banks would be to discharge essential in-
dustries? Six per cent is the maximum rate in New York except
on bhonds and certain other things. A small bank might have
an application from an essential industry and it would realize
that if it were to lend to that industry the accommodation that
it needed it could only reimburse itself at the higher rate or at
a loss. It would have to charge that essential industry 6 per cent
and would have to pay 7 per cent and there would therefore be
no inclination to extend the accommodation at a loss even to
an essential industry. On the other hand, if you put the rate
at 7 per cent, that would not deter the profiteers who are making
70 per cent profit, 20 per cent, or 50 per cent. My apprehension
and wonder is whether a higher rate of interest would not in
the long run discourage the essential producers and at the same
time have no effect at all upon the profiteers, upon the men
who are making exorbitant and extortionate profits’

“Mr, Alexander replied: ‘In the case of a corporation there
can be a contract rate, whatever is agreed upon.’ Butf to this
statement Mr., Williams replied: ‘The farmers, for example,
are not corporations and a great many of the smaller transac-
tions are not carried on with corporations,” Angd to this Mr.
Alexander replied: ‘No, I am coming to that point. Between
corporations there is a contract rate, but in smaller transac-
tions, where you are dealing with individuals and with farm-
ers, 6 per cent ig the legal rate. I do not think it makes a
particle of difference to any of these borrowers, certainly to
nonte of those with whom we come in contact, whether they
pay 5 per cent, 6 per cent, or 7 per cent. The question is, ‘Can
we get the money? That is the question to-day. They say,
‘You lend us the money and we will pay the rate.’ Now, there
is the objection as stated by you of charging 7 per cent to the
melber banks when they can only collect 6 per cent. I think
that is a feature of the situation that must be met. In other
words, I think the purpose to be served is so great and of
such prime importance that these other matters must be
considered of smaller importance. I think the bank would
have to stand in between the users of credit for essential pur-
poses, if hecessary, or they can have balances which will jus-
tify them in making a loan at 6 per cent, although they have
to pay 7 per cent for the money.

“ Continuing the discussion, Mr. Alexander said: ‘That is
exactly what you would acomplish by making a profiteer under-
stand that credit is a luxury and difficult to get,’ and so a great
New York banker, holding the purse strings over hundreds of

milions, we believe, wants to make it out that credit is a luxury.

and it is difficult to get. In this particular case he was referring
to the profiteer, but that spirit that ‘credit is a luxury, and is
difficult to get, in thig particular, prevailed in too many bank.
ing rooms where a man was entitled to credit and should not
have been made to feel that credit was a luxury.

“AMr. Williams suggested that in dealing with a profiteer the
purpose could be better accomplished by saying to him: ‘ We
won't let you have the money,” than by letting him have the
money, even at 10 per cent,

“Mr, Alexander agreed to this statement as true and added:
‘We could say that they could not’have the money and we
should see to it that the profiteer iz cut out and that the es-
sential industry ig carried, even at the expense of the bank.
Referring to those who had engaged in what was called profiteer-
ing during the period of rising prices, Mr. Alexander said:
‘People of that kind will disappear rapidly, I think, uynder
present conditions, because they will be forced out.

THIRD DISTRICT COOPERATED IN DEFLATION OF CREDIT.

*Mr., Joseph Wayne, of Philadelphia, said that he did not
think the third district was unduly alarmed over the credit sit-
uation, but that they °felt for some time that it required
rationing and the green signal had been out.’

“When the Government sold its bonds the Treasury Depart-
ment and the banks of the countryv pledged to 20,000,000 buyers
of these honds that theyv could be carried through the banks
until they could be paid for out of earnings. On the subject
of liguidating these Government bond:, Mr. Wayne said:

“*We may have been subject to criticism for not liguidating
more promptly the obligations secured by Government bonds,
but we more or less acted along the suggestion of the previous
Secretary of tlie Treasury and the Federal Reserve Board at
tie time these loans were taken, and it now looks to us to be
a pretty bad time to force these bonds on the market, They

are being more or less liquidated. We have been endeavoring
in our own bank in the last month to force Liberty bonds on
the market, hut they do not go on very comfortably. People
who have to part with them and lose 13 points do not part with
their money very gracefully.

“When asked by Governor Harding if a 7 per cent rate in
New York had forced the Philadelphia bank to put on a 7 per
cent rate, Mr. Wayne said: ‘No; but you know the general
custom is that when one bank raises its rate we usually get a
suggestion from the Federal Reserve Board that they will ap-
prove a ralsing of rate for our district, and that usually goes
through.’ When asked as to transportation facilities, M.
Wayne reported them as very poor and the freight blockade as
serious, and that during the nast few weeks the transportation
situation had not shown any improvement,

“Mr, Francis Douglas, of the Philadelphia Reserve Bank.
reported that some banks were not cooperating to the fullest
extent with the Federal reserve bank, and he suggested that a
letter stating the actual conditions should be sent to the various
banks, not only member banks but nonmember banks, through-
out the country, in 2 plan of education, and added: ‘It would
be very beneficial and would help a great deal in the deflation
of credit.

FOURTH DISTRICT OFFICIAL FAVORED BREAKING DOWN BUSINESS AND BUILD-
ING UP FROM BOTTOM.

“Mr. Robert Wardrop, of the Cleveland Reserve Bank, said:
‘] think a reasonable depression in business will be a good
thing for the country,’ and he added, ‘X really think we would
do better if we could get down to a lower basis, a different
basis, and then from that we can work up again.’

“In other words, it would be a good thing, according to Mr.
Wardrop, which was the view of s leading banker we have
already quoted, that business should be broken down and then -
take a fresh start from the bottom. Milllons of people who lost
by that kind of tezching naturally question its wisdom.

“Mr. Chess Lamberton, of the Cleveland bank, one whom
we have already quoted, also classes himself as a ‘baby direc-
tor, and declined to express any opinion on any of the subjects
discussed.

NECESSITY FOR RJAISING DISCOUNT -RATE DOUBTED BY FIFTH DISTRICT
REPRESENTATIVES.

“ Notwithstanding the fact that the Richmond Federal Re-
serve Bank sent out a circular letter in August, 1920, that it
had been urging its member banks for more than 12 months to
restrict credit, Mr. John F. Bruton, of the Richmond bank, re-
ferring to the heavy demands of agricultural loans, said: ‘I
hope it will not be necessary to increase the rate of interest,
for fear that 1t might be construed as a reflection upon this
great Industry, which in the final analysis is doing the work
of the country. Probably I am a little old-fashioned, but I
have the impression that some positive relief could be had at
the discount table of the Federal reserve bank by the dis-
counting committee in drawing in on certain few banks in the
distriet and limiting their borrowings, which would give to
their banks the opportunity to make essential arrangements.’
When referring to some banks that he thought had been bor-
rowing too heavily, Mr. Bruton said: ‘Some of them have two
feet in the trough already and it might be advisable to reduce
on some of them.”

“ The suggestion that any bankers trying to take care of their
customers were hoggishly inserting two feet in the credit trough
seems a little rough, and perhaps Mr. Bruton spoke unadvisedly.

“ Mr. Charles E. Rieman, of Baltimore, a director of the Rich-
mond bank, said: ‘I hardly see the necessity of increasing the
rate at this time., * * * With regard to the retail business,
I have made a pretty close examination of it, and I do not think
the shelves are overloaded.’

“ Mr. Rieman was entirely correct in his position that there
was no hecesgity of increasing the rate and that the country
was not overstocked with goods.

PENALTIES IN SIXTH DISTRICT CERTAINLY BECAME STRONG.

“Mr. J. K. Ottley, of the Atlanta Federal Reserve Bank,
said: ‘The condition of the farmers, merchants, and manufac-
turers in the sixth district, in large majority, is good.

“ Contrast this good condition of farmers, merchants, and
manufacturers in the latter part of May, 1920, as reported by
Mr. Ottley, with the chaotic condition of business in that dls-
trict when, by higher rates and curtailment of credit, business
chaos was produced, not only in that immediate district but
throughout the country generally. In further discussion of the
matter, Mr, Ottley said: ‘I would not feel at this time, from
an independent standpoint, that a raise in the rate was neces-
sary other than to put in this basic line and make the penalties
very strong as they progressed.’

“TIn view of the fact thar penalty for higher rates were in-
flicted by the Atlanta bank on one Alabama bank, which was
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trying to protect its farmer customers, up to 874 per cent, the
Atlanta bank evidently carried out the suggestion of making
‘ the penalty very strong,’

TMINENT CHICAGO BANKER SOUNDED WARNING NOTI.

“Mr. George M. Reynolds, of Chicago, was evidently not in
favor of breaking down business so as to get a new basis from
which to start again. for he said: ‘If we pass through this
crisis successfully and maintain prosperity at anything like its
present level, I think the first requisite necessary is the mainte-
nauce of confidence. Believing, furthermore, that confidence is
to a considerable extent a state of mind, it seems to me that
we people who are from the outside points here could do more
for the state of mind along the line of trying to enable the
members of the Federal Leserve Board to look through our
glagses and get the focus of things as we see them at the other
end of the line.

“ What a daggerlike thrust that was on the part of Mr. Rey-
nolds against some members of the Federal Reserve Board
when he, as one of the greatest bankers of Auneriea, suggested
that one of the most important things was to get the IPederal
Reserve Board to look at the situation from his standpoint,
What an infinite pity Mr. Reynolds was not able to bring about
such a desirable change of vision! Further discussing the sub-
Ject, Mr. Reynolds said: ‘I would not be honest with myself if
I did not express my own frank opinion on some of the questions
that have been raised here. I have not lost my belief in the
theory that the yardstick is the interest rate, which is after all
the best means of controlling the demand tor money., * % %
I hope the Federal Reserve Board and the other people inter-
ested in this problem will not overlook this one principle,

“*As I understand it, reserves are kept and enmassed and
impounded for the purpose of loans in times of elergency.

* % Take the central reserve cities, and there are deposited
in those banks, as you know, secondary reserve deposits, which
since the organization of the system have been lying there dor-
mant. In times like this when there is an emergency there is
a shrinking first in deposits, and then many of these institu-
tions come back to us for credit requirements which are not
bhorrowed ordinarily. We have that situation in this crisis.
® * % Tn every institution in this country there is a large
amount of paper which is not eligible for rediscount at the
Federal reserve bank, but at the same time it represents the
very cream of paper in so far as the question of safety is con-
cerged, * * ¥ It may seem to you people here that under
conditions which arise whereby there should be deflation rather
than inflation the banks should stop loaning money. That
is just as impossible without trouble as it is for us to fly out
of this room. * * % T have not one particle of fear about
the cutcome. It is just a question of using what we might call
horse sense and not getting stampeded or excited or doing
something under stress of excitement or going off, as we some-
times say in the country, half cocked.’

“Mr. Charles H. McNider sald: *We feel there must be rea-
son, there must be sanity, that the essentials must be taken
care of, that there can not be an extraordinary cutting down of
credits at this time because that would create disaster, * * .#
We ought to deflate in a sane and reasonable manner.?

“ Unfortunately, Mr. McNider’s suggestions were not taken,
for we deflated in an insane and extraordinary manner, and the
result was world disaster.

“Mr. E. L. Johnson, of the Chicago Reserve Bank, said: ‘I
helieve that education and propaganda must be carried on,
with authority and with strength, carried on from this board
and from these gentlemen here down to all the nonmember banks
on to the small business man in the small factory.’

“ Evidently the propaganda was carried on and carried on
with authority and with strength, for bankers everywhere were
warned to curtail credits, and naturally any man who was not
a fool from the top of his head to the bottom of his feet knew
that that meant the breakdown of prices, the brealkdown of
business, and the increase of unemploynment; and therefore
every man stopped buying raw materials or finished products
of every kind. Mr. Johnson added that Governor Harding’s
speech should be ‘properly disseminated among them with the
sliow of authority, even if you do not have it”’

“What an amazing statement for one of the directors of the
Federal Reserve Bank of Chicago to malke to the effect that
Governor Harding’s speechi should be broadly disseminated
among the banks with a show of authority, even if Governor
Harding did not have such authority !

MINNEAPOLIS BANKER WJANTED TO STOP HIGH FINANCE IN POLITICS AND
BUSINESS,

¥ Mr. Wesley Q. MeDoswell, of the Minneapolis Reserve Bank,
suid: ‘1 do not like this increase in rates. Qut in our part of
the country we have been going a little bit wrong on our think-

» 80 that we have established a bank of our own, called the
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State Bank of North Dakota, * #* =
that would raise the rate arbitrarily when the farmer has had
four -or five years of poor crops ¥ * ¥ 3t looks to me like
the institution they told us of when we started the Federal
reserve system that was gsing to take care of us and prevent
panics was now going to fall down and penalize them., * =* =*
It seems to me that now is-a poor time to penalize the little
fellow. * * * The Federal Reserve Bank of Minneapolis s
making $10,000 a day. Is that profiteering, when they have
been using our money without any interest ever since it started?
Is the FFederal Reserve Board going to be putin the same class
with the sugar profiteer and the manufacturer who has been
making big money? * * * o T say again, it does not seem
to me that now is the proper time to increase our rate. We
want to cure that unrest out there more than we do anything

I think that any method

else. TWe want stop some of this hich finance in polities, in
business.’
BRASTIC REMEDIES OF TENTH DISTRICT MANAGERS DPROVED FATAL ToO

. VICTIMS,

“Blr. J. C. Miteliell, of Denver, director of the Kansas City
Federal Reserve Bank, referring to the condition in his district,
said: ‘ In my opinion we corrected the trouble there by putting
in the progressive interest rate; we felt we had to do some-
thing. We considered it a little big drastic, but we thought
we would try it, and we did try it

“It looks like the directors of that bank
peziment the end of which they could .not wee. Mr,  Mitchell
thought it was a gueccess. - We venture to ay that a million
people in that territory thought it was a dismal. failure, Tt
looks very miuch like the guaek -doctor ealled in- to attend an
ill child. The quack admitted that he could mot dingnese the
case, but, said he: ‘I am lell on fits, and I will throw the child
into fits and cure the fits.” Uniortunately, the child idied, and
many a farmer and many a business 1man in the Southwest
died financially because of the.action of the Kansas City bank.

“Mr. W. J. Bailey, of the Kansas City Reserve Bank, said:
‘I am well convinced, gentlemen, that you :will bring the Fed-
eral reserve system back to.a reserve system rather than a
commercial system if you willmake it unprofitable for certuin
great banks to use the funds of other banks.’

“What a pity that Mr..Bailey did not mention by name the
great.-banks against which he aimed this dart! Then he added:
‘I think the real remedy is':in a graduated rate. Of ‘course,
make the -basic line whatever vou want .and Jet us say you
would raise the rate to 7. per ecent. Now, the 'only complaint
we have among our banks is that there: ought to be a maxi-
mum rate. I do :not believe that, gentlemen. I would put a
danger signal here and another. there and another ‘up there—
that is, ‘death; and he will never go against the death signal.
You have made the Kansas City Federal Reserve Bank .g
broker’s shop; you have changed it from a reserve bank to. a
commercial bank and I want to get it back, and that is the

were trying an ex-

.veason I am in favor of the graduated rate.”

“Mr. Forgan offered a resolution that a committee .of five
be appointed ‘to prepare a resolution in regard to the effect
the transportation situation is having on the ‘expanded conei-
tion of credit in the country, with a view ito iplacing such. a
resolution hefore the Interstate Commerce Commniission, request-
ing them to do what in their power they -can to relieve the
gituation by increased freight rates.or otherwise.’

“ It has been reported that one of the thoughts expresved by
some at that meeting was that one way to break down business
in addition to restricting credit was to secure increased freight
rates and thus lessen the volume of business, bringing business
down to a point where the railroads and the banks without
troubie could transport and tfinance the business then i~ -oper-
ation. That does not, however, appeuar ‘in ‘the resolution nor
in the report of the meeting, but that was a eurrent report in
Washington at the time of the meeting as the intention of those
who sought to persuade the Interstate Commerce Commission
to raise rates.

GRADUAL DEFLATION - FAVORED BY ELEVENTH DISTRICT MANAGER, "WIO
DOUBTED WISDOM OF PROPOSED RAISE IN RATES—WITH 100 PER CENT
PROFIT. FEDERJAL RESERVE BANKS WERE ALREADY CHARGED ‘WITH TROF-
ITEERING,

“Mr, John T. Seott, of the Dallas bank, said: ¢ Speaking of
the increased rates proposed by some .of the distriets, I can not
find myself in agreement on that proposition. We have already
increased the rate, and the increase of the rate is not going to
correct the evil unless the member banks all cooperate.

¥ We might increase the rate from T to 8, 9, and 10, and the
situation wounld still be uncorrected. I believe we ought to con-
tinue our efforts with our member banks throughout the coun-
try and induce them to curtuil their loans as far as possible to
only the legitimate needs of legitimute business, and by that
means we can bring wbout in 4 normal way. the deflation of
credit. We must remember that this inflation has not taken
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piace over night; It has been zoing on from three to four years,
and it iz going to take soms time (o correct it, We canh not hope
to correct the situation in a 42y or a month or in six months.
W have got to go at it in a sensible way, to bring it about in
a gradual way rather than attempt to corract it within a short
period of time, The Federal reserve banks have been charged
with profiteering by reason of the rates they are now charging.
We are making in the neighborhood of 100 per cent on our cap-
ital. * * * The Tederal Reserve Bank of Dallas has already
adopted the progressive rate proposed to be put in wherevar the
executive committee finds it necessary to do so0. * * * We
have sent out two letters within the last three months to the
member banks. The last one was sent out at our last directors’
meeting, under the order of the directors, to be sent under per-
sonal cover to the president of each member bank and by reg-
istered mall, so the letter would rveceive attention, and they
were requested to read these letters at the next meeting of their
boards.’

“With a registered letter to the president of each member
bank and requirement that he read this letier at the next meet-
Ing of his hoard of directors the Dallas bank was evidently fol-
lowing the suggestion of Mr, Johnson, of the Chicago bank, who
suggested that the governor’s speech should be disseminated
among the bankers with a show of authority, even theugh the
govarnor did not have the authority. The Dallas bank either
had the authority or it took it, and at any rate the member
banks that veceived that registered letter well knew they were
taking their lite in their hands if they failed to obey it.

“Mr, B. A, McKinney, of the Dallas bank, sald: *From a
study of the condition of those banks I can say that throughout
all the districts they ave in stronger condition to-day than they
were 4 year ago.’

“That favorable condition, however, hardly held good after
drastic deflation was put into effect.

WIEBLDING A CLUB ON FRIEND AND FOB ALIKH NOT APPROVED BY TWILFTH
DISTRICT DIRECTOR.

¢ Mr. C. K. MclIntosh, of San Franclsco, said: * We are thor-
oughly in accord with the resolution adopted and with the
speech of Governor Harding outlining the methods that are
desirable for ug to proceed on, We can see the problem and
we know fairly well gsome of the causes. We know that thers
ig a demand that exceeds the supply of credit; we know there
must be discrimination, and we are ready to JOill in any propo-
gition. * * * T ecan hardly conceive that it is wise, in the
endeavor to keep out the undesirable feature, to permit it to be
rocked, even though the rocker is willing to pay 7 per cent for
the privilege, I find it hard to convince myself that it is the
most intelligent restraint to wield & club on the heads of friends
and foes alike, A rate which applies beyond a certain arbitrary
and calculated line has its effect, but without regard to what
the man on the other end of the line is doing it Is something
like running into a melee with a club in one’s hand to assist in
quelling it and making up your mind you are going to strike
every fellow on the other side of the fence, whether he has his
coat off helping to reduce the melee or whether he iy one of the
main instigators. It seems to me the character and not the
amount of opposition should be the prevailing factor in penal-
ties. * * * We must have the assurance, or should have the
agsurance, that we may have the unqualified support of the
Federal reserve banks in our distriet, because that is their job;
also the reserves gre not sacrosanet; they are not to be framed
and hung on the wall, That given the purpose, given {he fact
that the real purpose is being served by the advance, the Fed-
eral regserve bank must help us, must help those who are doing
that thing, and must decline when discrimination is praecticed
against those not doing that thing. * * * If we can go to
our people with the assurance that there is credit available for
the production of eszential and quickly assimilable things and
that as compensation for that use we must ask to refrain from
the demand for credit for those things not essential or for those
which in our minds are not essential, we shall have gone a long
way toward solving the difficulty as far as ir is within our
power to do so0.)

¥ Unfortunately for the good of the country the reserves
were regarded as rosanct and were not ealled upon to help
outr in the emergency—the very thing for which they were
established—and the banks did not, with the cooperation of
the Federal reserve system, guarani=e o their ecustomers
cradlit for essentiai things.
CALLING LOANS AGQEREGATING $3,000.000.,000 PROPIIRED A% DESIRABLE WAy

TO PREPARE FoOp FALL BOSINBENS,

“Mr, John Perrin, of the Federal Reserve Bank of Chieago,
said: ‘The way to meet that problem iz to bring about in the
next fhree or four months o detnit

fo amount of eonreaction
which would permit us 1 exprand corresvondingly in the fall,

.

If it were possible for every bank in the country to reduce
its loans during the nexw three or foar wwonins to the extent,
say, of 10 per cent there would be a totar expausion in the
fall possible of appruxunately $2,000,000,000,

“Here iIs a definite suggestion as fo calling sonmrs amounting
to 32,000,000,000 in order thar they might he resvaned in the
fall, or, in other words, break aown business in order to give
it a fresh start « few months later!

“Mr. Forgan said cuat the ecalling of the convention ‘has

stirred up sentiment throughout the conutry and there hag’

been some thought, 1 «nink, of a good deal of misapprehen-
sion of what we were going to do when we got here. The
fear got out that we were going to meet here and in some
way were going to classify loans into essentials and nones-
sentials and with that even send an order through the country
that there wers to be no loans on what we tern nonessentials.

“Mr. Forgan then presented some documents from the
Amerlean Bankers’ Association committee and other organizu-
tions which had been disturbed by the unrest already created
throughout the country by the campalgn of deflation which had
bheen for some time under way by Federal reserve banks and
by the fear that this convention would make still more drastic
rulings., Letters were presented also from some leading busi-
nessg concerns along the same line, If any of these big busi-
ness interests were tipped off in advance as to what was to
be done prior io this information leaking out to the public
they would have had an opportunity to make muny millions
of dollars. If, for instance, some corporation through some
member of this meeting learned that deflation was to be con-
tinued it would have had a chance to unload before the hreak
in prices camie. It is hardly possible that, as 100 copies of
the report from which we are quoting were printed for con-
fidential circulation, so we are advised, and the type then
destroyed, some people did not have an opportunity of learn-
ing what the public had not learned and thus of having
the opportunity of urtilizing this information in a way which
might have made millions or saved millions.

“Mr. F. 0. Watts, of Federal Reserve District No. 8, chair-
man of the cominittee on transportation, made a report for
the committee reviewing the inadequate transpovtation facilities
of the country, which were hampering business, and in the
course of which 1t was sald: A striking necessity exists
which can only be relleved through the upbullding of the
credit of the railroads. This must come through adequate
and prompt increase in freight rates, Every delay means the
paying of greater cost, directly or indirectly, and places a bur-
den on the credif system which in the approaching time for
seasonal expansion may cause abnormal strain, Even under
the light of war inflation, high price level, and extravagances
the bank reserves would probably be sufficient If gquick trans-
portation could be assured during the time of the greatest
strain.’

WERE INCRBASED FREIGHT RATES SUGGESTED AS MFEANS OF LESSENING
VOLUME OF BUSINESS?

“AMr., Watts offered the following resolution, which was
unanimously adopted:

** Resolved, That this conference urge as the niost important
remedies that the Interstate Commerce (Comunission and the
United States Shipping Board give increased rates and ade-
guate facilities such immediate effect ag may be warranted
under their authority, and that a committee of five be ap-
pointed by the chalr to present this resolution to the Inter-
state Commerce Commission and the United States Shipping
Board with such verbal presentation as may seem appropriate
to the committee.’

“ What was the verbal presentation made by the committee
to the Interstate Commerce Comiission in behalf of increased
freight rates? Was if, as some have surmised, a suggestion
that it would bhe better temporarily to lessen the volume of
business of the country in order to enable the railroads and
the banks to handle it? Some rumors to that effect were
circulated at the time, Were they correct?

“3r, Wayne raised the question of graduated rates on hor-
rvowings or rediscounts and said: ‘T would like to know
whether in the districts that have adopted this procedure there
has been eliminated the question of borrowing on Government
gecurities from calculations as to the line of credit granted to
a bank?

» Governor Harding replied: ‘In the Kansas City distriet
and the Dallas district, in their tentative plans they have
eliminated entirely borrowing on Treasury certificates of in-
debtedness and on Liberty bonds actually owned on the 1st
of April, 1920,

“Mr, Wayne then asked: ‘Have they made any reference
to collateral notey of customers that have bheen discournted
by the banks as a result of Liberty loan subscriptions?
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“ My, Bailey replied: ‘ They have to belong to the bank on
the first day of April. We have made that rule’

“Mp, Scott said: ‘It is the same way in the Atlanta dis-
triet.’

“Mr. Wells said: ‘He wants to know if customers’ notes
securedl by Liberty bonds are exempt from the application of
it ' and Mr. Bailey said: *They are not.’

“When the Federal reserve system undertook to violate
every promigse made by the Government and by the banks in
persuading people to buy Liberty bonds, promising to carry
them and then cailing loans on them in order to force them
out of the banks, breaking them down from 12 to 15 points

or move, the honor of the Government and the good faith of

banks was trampled in the mire and millions of bonds bought
in good faith by patriotic peopnle to help the banks and heip
the Government were forced to be soid at a loss, and the
National Government bought im $2,000,000,000 of its own dis-
honest promises to pay and the Becretary of the Treasury
poasted of the money that had been saved in doing so! And
at these low prices hundreds of millions of bonds were hought
in by big estates and big ingtitutions, with heavy losses to
innocent original purchasers.

“ At the afternoon session it was proposed to appoint a com-
mittee of five, as that number ‘would be more impressive,’
‘to prepare some kind of a statement or memoranduin to be
submitted back to the conference, which we cai:t use as a
basis of a press statement and whkich you can. all use as a
basis of a statement to your own banks when you get back
home touching the situation as you see if, and forestalling
any more remarks such as were made in the Senate yesterday
as to all kinds of trouble coming, and yet being careful not
to stir up another bomb.’

PRESS DENIED OPPORTUNITY OF GETTING FACTSE OF MEETING.

“Yyhen the press is denied the right to learn for itself what
is going on and must accept as law and gospel any prepared
report, the public may rest assured that it is not getting the real
facts, and yet such a prepared report was all that the press has
heretofore ever been able to secure as to the discussions which
took place in that meeting.

« My, John Skelton Williams, discussing in the afternoon
some of the things that had been said during the morning, said:
“1 do not think myself that there is any ground for expecting a
commercial cataclysm or erisis such as some people are predict-
ing. * * * I gee nothing in the gituation to justify the fear
of such a commercial crisis or financial catastrophe as we had
either in 1873 or in 1880 or in 1007. If anything of that kind
comes it will be our fault, the fault of those whe are in charge
of the banking and comercial interests of the country, and I
do not believe they are going to bungle it

“ Unfortunately those in charge of the banking interests of
the country did bungle it and bungled it badly, as Mr. Williams
has repeatedly said that they did, and proved by the figures
which he hag published showing how badly it was bungled.

«Ar. Henry A. Mohlenpah, member of the Federal Reserve
Board, and who, it is generally thought, joined Mr. Williams
from time to time in vigorous epposition to the drastic deflation
campaign carried out by Governor Harding and other members
of the board, in following Mr. Williams’s address said: ‘I think
it to be right to say that there is no member of the board at this
time that has been related to your probiem so directly as per-
haps I have been, because I have just come from the desk and
1 have during the past six months visualized the proposition you
are up against, and I want to say right here, gentlemen, that I
refuse to be a pessimist. I quite agree with the comptroller.
That does not mean to say that I am an expansionist or an
inflationist, but I do believe in the broad general proposition
that we have just as much right to take stock of our assets and
of our privileges and of our opportfunities as we have of the
darker phases of the guestion. * * * I believe out of this
question will come g stronger, higher morale on the part of the
bankers themselves. And referring further to the situation he
said: ‘It is just exactly to my mind what this situation needs;
not a contraction that is going te hurt: it needs the steady
nerve of the bankers, just as they faced their problems in 1903
and 1507.

“The situation did need, just as AMr. Mohlenpah said. the
kind of handling that would not produce a contraction to hurt
business, but in place of that it got a contraction that well nigh
destroyed business. Ay, Mohlenpah and Mr. Williams thought
that the management of the Federal reserve system would not
pbungle the job, but the most disastrous commodity panie in the
worlds history and the most disastrous agricultural condition
which this eountry has faced in its whole life proved that the
job was bhadly bungled, unpardonably bungled. As one of the
speckers said, it bad token three or four years of inflation to

carry us to the top, and it should have been evident fo every
man that the only way to come down safely was to take-as long
in coming down from inflation as we had taken in elimbing up.
This, however, was made impossible by the urgent eiforts of
Tederal reserve banks to cause member banks to restrict credit
and with the Federal Reserve Board carrying out its constant
efforts to impress upon all banks the need of restricting credit
and curtailing business operations chaos was inevitable.
$32,000,000,000 LOSSES AS RESULT OF RESERVE' BOARD'S DEFLATION
FROGRAM.

“Ag the Manufacturers Reeord showed a few weeks ago, the
decline in the value of farm lands in 1920 and 1521 under
defation amounted to about $18,000,000,000, and the decline im:
the value of farm products of these two years as compared’
with 1919 prices showed a decrease of over $14,000,000,000,
making a total loss to the farmers of upward of $32,000,000,000.
If to this we add the decrease in securities, stocks, and bonds
of railroads and industrial corporations and the losses in the:
decline of output in manufacturing and mineral industries, it
will be found that under the system pursued of erroneous
finaneing and financing directly contrary to-the teachings of
such bankers as Reginald McKenna and others of his standing
we wiped out about $50,000,000,000 of values, a staggering loss
which well nigh shocked the very life out of the country. Mr.
Wayne, referring to the proposed progressive diseount. rate,
said, ‘It does not appeal to me as a director of the Federal:
reserve bank at all, at least for operation in owr district. I
am afraid it will do just the opposite for which the Federal
reserve act was enacted. In other words, the act was proposed
to enable the banks to cater to commercial business. I know
in the operation of our bank we were very often called upon
to borrow quite heavily and we cut it down as fast as we
could, but if we are going to accumulate a batch of commer-
cial paper, either by divect transactions for customers or by
purchase on the market, because oar borrowings at. the Federal
reserve banks happen to go bervond a certaln limit we are
going to be heavily penalized, we are going. to stop buying the
paper, and we are going to invest our money in call loans on
Wall Street, which is exactly what the Federal Reserve Board
does not want the member banks to de. * * * T think that
you are going to defeat the very purpese of the act, which was
to enable commercial banks of the eountry to do a safe com-
mercial business. We will simply be driven-into call loans on
Wall Street for our surplus money if they ave going to penal-
ize us.’

« Mr. Scott, in discussing the matter, said, ‘We find that
about 80 per cent of our members are small country banks,
with a small capital and small deposits. * * * They are
the ones that we really need to heip out in the farming. eom-
munities. We had g complete list made up of. every borrowing
bank, showing what its rate would be if they were under the
Kansas City plan, and we found that some of them ran up as
high as 18 and 19 per cent. 1If that plan were applied it would
mean the ruination of the agricultural distriets.

“That plan was put into effect and the agrieultural districts
were ruined, exactly as Mr. Scott had predieted.

“After considerable discussion in regard to the progressive
rate and vigorous opposition on the part of a number, Mr.
Alohlenpah said, ‘Is it absolutely necessary in every tramsac-
tion made in a Federal reserve bank that it has got to be made
on a basis of profit to the Federal reserve bank, or is it not
time that these reserve banks will have to forego their profit
in this overplus of borrowing when the country banks have to
move crops or other commodities?’

“ Judging by the 100 per cent profit that the Dallas bank
was making, as one of its officers said, and the $10,000 a day
that the Minneapolis bank was making, it looks as though every
Tederal reserve bank did business only on the basis of a. profit
on each transaction, regardless of its effect upon the country at
large. .

CNHIEDED WARNINGS OF COMPTROLLER OF THE CURRENCY JOHN SKELTON.
WILLIAMS.

“Ay¢ shown by letters from John Skelton Wiiliams, then
Comptroller of the Currency and g member of the Federal
Beserve Board, Mr. Williams repeatedly warned the board of
the danger that faced the country from its deflation campaign,
In a speech before the Maine Bankers’ Association at Bangor
June 268, 1920, Comptroller Williams called attention to the fact
{hat the Federal reserve banks had an unused lending power
at that time of about $700,000,000 and that if the reserve re-
quirements should be temporarily reduced by only 10 per cent
tire total unused lending power of the reserve system could be
jnerensed to two thousand million dollars.

« Yevertheless the finaneial situation, under the reserve board
influence, grew worse, and on July 31, 1920, Comptroller Wil-
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liams zave a statement to the press showing that the unused As o lozical result, when the demand for these debts was
lending power of the reserve baunks was still $750,000,000. Mr. | made, calling for payment in money, business depression sey
\Wwiltams added in that statement: ‘ Such figures as these ought | in, and as an illustration of its effect, the common stock of

to be <nfficient to allny fears of pe~szm1sts as to the financial
dirion of the country at this time.

“afe Willinms's statement was resented by the chairman of
tie Federal Reserve Dank of New York, who promptly wrota
g tereer to the reserve board complaining that Mr. Wiilians's
1;‘-10&9 statement was interfering with the plans for deflation,

Som Agguse 9, 1920, Mr, W illinms ecalled attention of the
reserve board to the fact that certain banks in New York wera
nsine the fieds of the reserve system for speculative ventures
wepre extorting grossly escessive interest rates from cus-
ars, g0 theat business men and merchants needing funds for
seirimate business were being requived to pay exorbitant rates.
netst 26, 1920, Comptroller Williams filed a memorandum
wiili £he board urging a reduction in rates which the reserve
banks weore exacting on Liberty bonds and for legitimate busi-
ness trangactions, and he also warned the board at that tiiue
1hat the drastie liquidation which had already taken place in

o)

Leasting eommedities, including cotton, corn, wheat, rice, silk,
wansl, 1eather, ete., had brought about a shrinkage in some cases

to over 50 per cent. He also ghowed the beard that
the pressure had been so greai that the prices of Government
bhonis and other high-class invesliment securities had been
binken down to the lowest level they had touched in half a
At that time he told the board: °Such additional
iation as is needed could be brought about without the
exastion of interest rates as high as those which have pre-
vailed,

“On October 26, 1920, in a letter to the Secretary of the
Treasury, remonstrating against the reserve board’s policies
and urging a revival of the War Finance Corporation, lie said:
“The shrinkage in our leading commodities throughout the
current year has ranged from 25 to 75 per cent from prices of
less than a year ago. This shrinkage amounts not to miilions
or hundreds of millions but to billions of dollars. The strain
upon the business fabric of the country is in some respects nn-
paralleled, and I do feel that the time has come for the exer-
cize of such salutary and coustructive powers as may be at
our command.

“The reserve hoard’'s answer to Mr, Williams's protestation
and remonstrances was to tighten the screws still further and
to force a contraction or deflation in loans held by the reserve
banks which amounted to one thousand milllon dollars in the
succeeding 12 months, every month showing an actual contrac-
tion from the preceding month.

“When Comptroller Williams a few weeks later offered a
resolution in the board to require the banks which had been
exacting extortionate interest rates from. member banks—as
high as 50, 60, 70, and 85 per cent—to limit interest charged
member banks to 6 per cent, the hoard voted down his resolu-
tion. and when in February, 1921, he offered another resolution
to limit the interest rates charged member banks to 10 per cent
they also voted that down.

“At the close of the meeting, in which only one day was
given to this general discussion of the most tremendous finan-
cial problem that this country had every faced, when days and
days might well have been spent in a careful analysis of the
situation, the meeting was closed with the statement by Gov-
ernor Harding, which we have quoted in the opening para-
graph, insigting that nothing should be given out by those in
attendance in regard to the discussions that had taken place;
and thus the public was to be kept in dense ignorance, knowing
nothing except the official statement issued by the committee,
and from which the public and the press could get no informia-
tion worth having as to what was being done or would be done
by Federal reserve banks.

“We do not know what hag become of the 100 coples of this
stenographic report of the day's proceedings which were printed
for confidential distribution, but the Manufacturers Record
feels that in having secured ene copy and in giving this sum-
mary of it to its readers it is rendering a service of inestimable
value to the Nation,”
PHRILOUS CONDITION OF THE

Mr. LADD. Mr. President, previcus to the World War the
larger banks of the United States, especially those owned and
eentrotled by international hankers, were overloaded with
¢ebrs that they owed and held as collateral security agaiust
tite wreat industrial trusts, manufacturing corporations, aad
ss enterprises of the Deople of the United States, Fully
40 per cent of these debts had been created by the banks lvan-
ing a false and fictitious substitute for money known as " bank
ix”—that is, money having no existence and reprosspte

oniy by credit and debit fizures upon the books of banks,

ainonading

BANKS AND GREAT INDUSTRIAL TRUSTS,

[

tha United
the

States Steel Corporation droppad to 30 cents on
dollar, as it had skipped its dividend payment and- was
hui‘.iiug for a receivership. If this had oceurred the other
1t frust combinations would have been likewise affected,
pmducing financial chaos among the banks of the counfry, as
it would have been impossible for their debtors to pay their
dahts in mouney.

International bankers, anticipating this situation, formulated
and pus through Congress in 1914 their fraudulent gold basis
Federal reserve act, granting banking corporations organized
for private gain, first, the power to rediscount the debts of
boreowsars and receive the ploceedq in Tederal reserve notes
from the Government, thus giving banks the power to con-
vert debts into money; second, the astounding privilege of re-
discounting the debts of borrowers and having the amount
creditad to their * reserve,” and upon this reserve, so ereated,
foan from eight to ten times the amount, thus putting the people
deeper and deeper in debt. This afforded the banks the oppor-
tunity to make unheard-of profits,

In 1914, when the Lmopeau war started. tremendous war
orders from the Allies in Kurope were placed with these
great trugts and corporations, showing profits running as high
as 300 per cent; as a result the stocks of these trusts and
corporations advanced in value to unprecedented high levels,
which enabled them to obtain additional loans. from the bhanks
to increase the capacity of their manufacturing plants to meet
this growing demand.

This was their situation when the alarm started th'lt the
Allies had exhausted their means of making payments on
their debts and could not purchase more in the United States
untess they were given uncovered credits; in other words, they
could put up no more collateral security for loans or pay the
debts then due in the United States, amounting to billions of
dollars. It was then forced upon the attention of these inter-
national bankers that if the Allies were defeated or Europe
was baokrupt as a result of the war they would face a total
loss.

The resourcefulness of the international bankers in high
finanoe was put in operation and the plan put through to
shift the obligations owed them by the Allies upon the tax-
payers of the United States. This was done by getting Con-
gresy Lo authorize the exchange of United States bonds for
the worthless promises to pay of the bankrupt countries of
Europe which they, the bankers, would not accept, knowing
that Burope, with a war debt of over $200,000,000,000, would
have to repudinte them.

Thus the bonds put upon the taxpayers of this country
were used to pay the debts of the Allies to the banks, industrial
trusts, and corporiations in the United States.

This was anotlier gigantic conspiracy of international bankers
to rob the people, that will be more fully exposed in the near
future. The people of the world have becen iinancially ruined
by a ralse banking and currency debt maaui:cturing scheme,
built upon a fraudulent and dishonest gold basis, and the pres-
ent move of international bankers for an eccuomic council of
expei‘ 3 to adjust German reparations and stibilize the mark
iy an international subterfuge to entangle the United States
financially with the bankrupt countries of Karope, to rees-
tablish the gold standard, or gold-basis banking and currency
geheme, through which ianternational bankers cuntrol the money
and credit of the different countries of the warld.

The people of the United States should resist at any cost this
attempt to reestablish the fraudulent gold-basis money scheme,
as it will inevitably rivet the ehains of industrial slavery upon
90 per cent of our people or end in civil war,

THE WORLD'S CONDITION PROVES THE IGNOMINIOUS FAILURE OF THBD
BOASTED GOLD STANDARD,

There is no misrepresentation too erroneous, no talsehood too
malicious, no assumption too baseless for the hired agents of
the money power to resort to accomplish their insidious pur-
poses. For instance, they hold up to the world the financial
distress of the devastated and debt-burdened countries of
Europe a5 horrid examples of counfries that are hopelessly
striving to establish a monetary system other than theone which
ihey duminate and which they misname the gold-standard sys-
tem, which never had an actual existence.

Let us go back to the financial condition which existed in
these countries previous to the World War, For instance, Ger-
many, the most powerful and progressive nution on the Conti-
nent, wus on the gold standard or the gold basis and all other
forms of money or currency was redeemable in gold. At the
beginaing of the European war Germany realized that her gold-
bused money system could not stand the strain of carrying oa
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the war and allowed banking corporations to issue and loan
their nonlegal-tender notes as a substitute for legal-tender
money. Upon this fraudulent gold bagis billions of debts were
created upon the Germman people by the loaning of ““ money
of account.” a false and fictiticus money, having no existence
and repregented only by credit and debit figures upon the books
of banks. These hanking corporations wevre also granted the
power to issue billions of marks in “bank notes” as a sub-
stitute for money. The gold-basis money system upon which
thie gigantic issue of currency—German marks—is based has
been absolutely destroyved by the war. The validity and value
of money depends upon, first, its being full legal tender; second,
the solvener of the country issuing it; third, the sovereign
power of its government to enforce its acceptance in payment
of all debts, public and private; fourth, a proper regulation of
its quantity.

The (GGermian mark has nene of these essential requirements
t protect its value. The German Government is now bankrupt
nd in the hands of receivers (the Reparation Commission) rep-
resenting the Alljes, holding a mountain of debts against the
tiermian people sufficient to keep them in debt slavery for over
i hundred years.

RESULTS OF TEDERAL RESERVE SYSTEM.

T am My justified in stating that the peak of official perfidy
aud financigl iniquity was reached when the Federul reserve
systent was impesed upon the Amevican people by the world’s
investment bankers. Tor defeating the very purpose its sponsors
publicly claimed for it, it can not be mutched. It was an un-
pardonalle naticnal crime. The few redeeming traits that it
pos=esses are rendered nugatory by what its originator, Paul M.
Warburg, sryled *in an administrative way.” Through the
notoriously dishonest manipulations of this infamous system,
the purchasing power of the farmers of the country has been
deflated $18,000,000,000 in a single year. When we stop to con-
sider that theve are 6,500,000 farms in the United States employ-
ing 13,000,000 men, we at once realize thiat the farmer is the
largest employer of labor in the country. He produces all our
food und clothing and pays nearly 60 per cent of the freight
charges, in the c¢apacity of producer and consumer. Ivery farm
is a producing and consuming plant. Just think of the pro-
digionx amount of supplies that are consumed in the aggregate
by the farmers of the United States: Threshing machines, reap-
ers. rakes. binders, tractors, wire fencing, tiles, in short farming
wmachinery and implements of all kinds, building material for
homes, harng, and outhouses, fruit trees, fertilizers, plants, and
the scores of things these will suggest. Now, it is as plain as a
geometrical axiom. that just in proportion as you reduce the
purchasing power of the farmer in the same proportion you
dindnish the prosperity of the Nation. In the face of these
indisputable facts is it not a burning, blistering shame, tan-
tamount to a national scandal that the time of the Congress
ghould Le wasted and frittered away considering such an iniqui-
tous measure as the one under consideration while the working
farmer is pushed into irredeemable bankruptey by the force of
unjust laws and the dishonest and inefficient adinistration of
others. Can you imagine anything more cruel and merciless
than the foreclosure of a farm mortgage that robs industrious,
thrifty, peaceuble, country-loving, law-abiding American citizens
of vears of weary toil, to turn it over to men who never per-
formed a day's labor, produced a dollar’s worth of wealth, ren-
dered any useftul service to society, who have done nothing, in
fact, to aid the advancement of a true civilization or to furnish
the slightest pretext for their own existence? To conipare them
te parasites that fatten on other organisms would be doing
injustice to the parasite, as the latter do not intimidate, dis-
criminute. or deceive their prey; they are vampires that with
rutliless indifference extract the very lifeblood of their helpless
victims.

According to John Skelton Willinms, former Comptroller of
the Currency, the earnings of a lifetime -vere turned over to
these wodern S{hylocks through the unexpected and wholly un-
necessary deflation of the currency by the faithless and merci-
less connivance of officials of the Federal reserve system.
These public officials, although supported by the people and
supposed to serve them in a public eapacity, have no interest
in the general weltfare, no symwpathy for the toiling masses,
but are entirely devoted to the predatory privileged interests.
Their insatiable rapacity, if allowed to continue, is bound te
wreck our Governinent as they have already wrecked monetary
and transportation systems and our most productive indus-
tries. and eventually retard and then turn back our civiliza-
tion as other civilizations have been turned back in the past by
the very same causes. for a civilization that concentrates enor-
mous wealth in the hands of those who have net produced it
«nd iakes if from those whe have must inevitably evolve dis-

order and bring disintegration. The dangers that menace us
are the natural and inevitable result of the kind of legislation
we are now considering. All our industrial progress and ma-
terial achievements have not brought the henefits, advantages,
and blessings which our Creator intended them to bring, be-
cause we have permitted the predatory privileged interests to
impose upon us laws to envich themselves at the expense of
the real wealth producers .of the Nation. The appalling de-
cline of the purchasing power of the farmer vesulting from the
rapid and unwarranted decline in the prices of tarm produce is
evidently the chief cause of our industrial depression, which
started with the basic industry, communicated itself to every
other branch of the industrial organization, causing a disloca-
tion of the vurious parts of the whole intricate network of pro-
duection. The rapid decline of prices of farm products, which
so diminished the purchasing power. of the six and one-halt
million farmers, showed itself in the decline of effective de-
mand for manufactured articles and other products of indus-
try, resulting in the closing of mills and factories or their being
operated at a small percentage of their capacity. Only the
greatest and most powerful of the industrial orzanizations, like
the Standard Oil and United States Hteel, were able to main-
tain prices, and this was made possible by monopolistic privi-
leges. Injustice to the farmer is the primary cause of the un-
employvment of millions of men able, willing, and unxious to
work to produce the things essential for the gratification of
their own desires and those of others. 'The conclusion is irre-
sistible, and from this conclusion there is no escape. that peace
and prosperity can not be reestablished until we do justice to
the farmer who works the farm and prevent financial bandits
from farming the farmer who works the farm. Never belore
in the history of this Nation was there such an urgent demand
for honesty, intelligence, and courage on the part of the peo-
ple’s representatives as there is at this very moment. Theiv
responsibility to the people in this great emergency is grave
and serious. )

SOME RAILROAD JUGGLING AND CORRUPTION.

Mr. President, the ship subsidy bill, if enacted into law, will
take untold millions from the earnings of the peopte and hund
them over to the very men who by the prostitution of govern-
mental functions have brought us to our present low estate.

The operation of our railroads by private interests, if we
may believe history and the record of the roads, ig the blackest
chapter in the history of civil government. It is a long, un-
broken series of incredible stupidity, shameless dishonesty,
flagrant inefficiency, disgraceful pertidy, and the rankest cor-
ruption and debauchery.

What I am about to read to you is not from a progressive, a
nonpartisan leaguer, a Bolshevist, an anarchist, oy a red. but
from the records of our conservative Interstate Commerce Com-
mission—Report No. 6569, in re financial transactions of the
New York, New Haven & Hartford Railvead Co.: o

The result of our research into the workings of the former manage-
ment of the New Haven systemn has been to disclogse one of the most
claring instances of maladministration revealed in all the history of
American railroading. In the course of the investigation many in-
stances were uncovered of violation of the laws of different
States. * ¥ *

The difficulties under which this railroad system has labored in the
past are internal and wholly due to its own mismanagement. Its

troubles have not arisen because of regulation by governmental au-
thority. Its greatest losses and most costly blunders were made in

attempting to circumvent governmental regulation and to extend its
dominion beyond the limits fixed by law.

Here we have an emphatic denial of the railroads stereo-
typed complaint that the inefliciency and insufficiency of the
railroads to serve the people as common carriers was due to
Government regulations and interferences. We are here told
by the Interstate Commerce Commission after an important and
exhaustive investigation that the difficulties with which the
railroads have labored in the past are directly attributable to
dishonesty, incompetency, and contemptuous disregard of the
principles of justice and common decency by their financiat
managers. Their disastrous failures uare not because ot regula-
tion by governmental authority, but in utter disregard of if.
Their gigantic losses and criminal blunders were made in at-
tempting to circumvent governmental regulation and to exfend
their dominion of plunder and exploitation Beyond the limits
fixed by law. Just think of it! The capitalization of this one
system wag increased $324,000,000 in 10 years, a fietitious capi-
talization representing mnot a single dollar of actual investment,
on which, under the provisions of the Esch-Cummins law, the
people must pay a guaranteed interest of £ per cent.

Ve hear a great deal these days from the seats of the mighty
about compelling our alien population to respect the law and
reverence our institutions, hut what is their ignorant infringe-
ment of our laws compared with thiese atrocious robberies hy






