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for Instance, the emperor should issne a decree
abolishing the legislative body, nullifying the con-

glitution and asserting the arbitrary power fur!‘n‘
erly exercised in his name by the Shogun, v
would have to support the decree with o large
army. This wonld, to a great extent, absorh the
revenues now doevoled to edueation and to the
eare of unfortunites, while by discournging the
people it woulil reduce their productive energy
and lessen the revenues of the government, As
the resistance to the emperor's decree would he
greatest among the edocated classes, he would
feel that self progervation required the discourag-
Ing of public Instruction.  In other words, while
under free government the tendency is toward the
elevation of (he preaple, under arbiterary govern-
ment the temdency s toward the degradation of
the people. I intellectunl advancement hegins
before the establishment of popular government
ILIs sure to bring a clush between the sovereign
amd the people. Ko sure is this contlict that those
who believe in the theory that governments rest
upon the consent of the governsd can, hy the en-
couragement of education, undermine the despot-
Isms of the world,

China Is another Hlustration of a nation mov-
Ing from unlimited monarchy  to  constitutional
govermment.  he Celestial empire has bheen @o
confident of the superiority of its civilization over
the civilization of the west that it slept on even
after the awakening in Japan, But the .--Ir|1l|-t‘||,-'.
who, In increasing numoers, studied in foreicn
lands  corvoborated the report brought back by
the diplomuats, and the best informed of the Chi-
nese begin to show symptoms of intelligent «is
content,  Newspapers began to spring up In ihe
larger cities, founded not so much for the distri-
bution of “general Information, as for the prop-
agation of reform ideas, At first, the aditors
wrote at their peril and a number of them had {o
take refuge under foreign flags, but the work of
reform has gone on.  The demand for political
reforins has kept pace wifh she spread of eduen-
tion and a national spivit s developing.  One
cause of the backwardness of China has been the
lack of a spirit of fellowship among the people.
The individual has had litle sympathy with those
outside of his family, the civil seryant has had
little interest in the people whom he served, and
the ruler, living a secluded life in the IPorbidden
City, has had little communieation with the eivil
servants and none whatever with the people, Baceh
man looked out for himself and the different parts
of the empire were strangers (o each other, The
natlonal spirit, while now directed against
foreigner, Is Itsolf a foreign growth, The Boxers
appealed to the feeling of brotherhood when they
sought to expel those who taught the doctrine
of brotherhood, and in addressing their arguments
to the muasses rather  than to the government
the leaders of the Boxer movement paid an un-
conscious tribute to the theory which must ulti-
mately bring China into harmony with the rest
of the world, viz., that the people rule. The very
agitation against foreign ideas helps to make
those ideas known among the people, and nothing
will contribute more to the growth of these ideas
than the clash between them and the ideas that
formerly prevalled.  "This is illustrated by the
fact that China Is today sending thousands or

students to Japan and inviting hundreds of teach-
ers from Japan, notwithstanding the fact that bt
& few years ago she suffered a humiliating deteat
at the hands of her present lnstructor, The bhoy-
cott against American goods will advertise the
merits of those goods and the anti-American fool-
Ing will in the eng strengthen our country's posi-
tion in the Orient. [t i« an old saying that dark-
ness brings out the stars, and the persecution of
American  missionaries and Ameriean teachers
has  aroused Chinese  Christians to a (e-
fense of our country's disinterested efforts in be-
half of the Chinese people.  In the Roxer troubles
the Chinese Christians, almost without exception,
took the side of the foreignoers when those fop-
eigners were attacked. and many thousands suf-
fered death rather than surrender their faith.
only a few years 180 the emperor or China
coming under the influence of certain l'l_‘fﬂl‘lllt‘l'ﬂ:
announced a number of contemplated changes,
but, Iw{nr:-'lu- could carry them out, the dowagor
empress seized the reins of Bovernment, put him
in confinerment and restored the tonservatives to
power.  But the reform spirit haa secured suon
a foothold in the vountry that now the dowagep
empress s herself considering the promulgation
of a constitution, She has even SOt commission.
ers 10 various countries o gather llll‘nl'nmlinn
upon the sabject, while another a-umlni:s.-:iuu-——-n.['
which ex-Ministop Wu, formerly the Chinese min.
lst_vr at \\‘uhhinu'lnn. IS 0 membey —I8 revigine the
erimmal code and bringing it into harmony hwilh
the penal laws of Europe and Americg,

the

The Commoner,

il la,

VOLUME 7, NUMBER ¢

THE ASSET CURRENCY BILL SCHEME

o few pertinent questions suggest ”""-“""I‘:"“'
Whenee this sudden demand for an asset nl\r;
rency?  'The long session of congress H‘U'-’l“‘“::
lust summer., The senate and house were in ses-
slon some cight months but the subject was not
considered.  Now congress jg convened for a three
months' session and all of the energies that the
banking fraternity ecan command are being puf
forth to push the bill through. Why were the
finnnciers quiet aoring an eight months’ session
and why are they so active during the three
months' session? The answer is easy. The long
session enme before the eleetion: the present ses-
sion Is held after the cleetion, and the finaneciers,
following their invariable rule, are attempting w
steal a mareh upon the people. The scheme was
deliberately Luid; it is being studiously carried out;
will It suceeed

The present hill is put forward as a means of
securing an elastic curreney.  What is an elastie
coreency? A currency which ean be contracted
and expanded, but by whom? By the hankers
of course,  Has this subject ever been up before?
Muany times. Has CONEress ever expressed itself
upon the subject?  Very clearly, There s na
clause in the national banking law which Pro-
hibits the retirement of more than three million
dollars in any one wonth or a maximum of thirty-
sIx millions in a year, Why was that clause put
in there? To prevent g contraction of the cur-
reney by the banks. Up to 1806 we only had
about two hundred and ten millions of dollacs
of national bank carrency outstanding.  With the
Hmitation of three millions per month it was not
posgible for the bankers to contract that cur-
reney more than about fifteen per cent a year.
This limitation has been kept upon the banks
until. now, and the fact that it has been kept
shows that the public has not heen willing to
trust the bankers with the Cnormous power,

The bill now under cousideration permits an
issue of nearly forty per cent more currency hy
the banks, and this new currency they can not
only issue at will but retire at will,  In othor
words, they ask to be cmpowered to exercise a
power more dangerous than that which has been
entrusted to them for years, What has happened
in recent years to Justify this increased conti-
dence in the bankeprs? Have not the recent jn-
vestigiations tended to lessen rather than to ‘n-
crease the confidence? Bankers are human bhe-
ings. The opponents of Al asset currency do not
Assume that they are worse than other people,
but is it fair to assume that they are so much
better than others as to be entrusted with this
Viast power over the industries and the business
of the country? Was the country wrong in aot
removing the three million dollar limit? If it was
right to refuse to remove this limit, it would be
wrong to grant to the bankers 4 much largor
power over the curreney than the repeal o1 “hoe
three million dollar limit would give them.

Lais is called an cmergency currency but it
is really an asset currency pure and simple, for
the bank issues upon its assets, To be sure there
I8 0 guarantee fund. Whether the government
guarantees the emergency notes fully or only =o
long as the fund lasts I8 a question, for the lan-
guage Is not clear. The bill will doubtless be
amended so as to make it certain whetner the A8-
surance of the government is a4 complete guarantee
or only a conditional one, but if it is a complete
guarantee, the government must proceed to collect
the notes from the assets of the bank, for there is
no special fund such as the government bond us
in the case of the present national bank note,
The measure before congress is n compromise,
The advocates of on asset currency have been in-
sisting for severn) vears that the banks should pe
allowed to issue upon their assets, There Wis 30
much opposition to this that the present plan was
proposed as a compromise, hnt one need not bhe g
prophet to foresee that this is but the entering
wedge to the straightout asset currency, (While
this is In reality an asset currency it is called an
cmergency currency and for the time being the
tax laid upon it is intended to force its retirement
when the emergency Is over., But gas 1 matter of
fact many of the banks will find it Profitable to

keep the currency out all the time and the banks

that do not find it profitable will begin a crusade
for reduction of the tax in order that the currency
may be kKept out all of the time.)

An asset currency lessens the security of «le-
positors,  Efforts have heen made to secure the
protection of depositors by a guarantee fund bat
the banks oppose this, Now they propose to still
further increase the pisk of depositors by making
their assets the Lasis of new liabilities, The fact
that these notes are emergency notes increases
the danger rather than lessens it, for the issue of
hotes by the bank will be g sign of distress and
unless human nature ('!umgou, the issue or ;wtt's
by a bank will he wore likely to cause g ran on
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the bank than to relieve any stringency in (1,
locality, If bank depositors were made absolutel
secure, money would be drawn from hiding ang
bank deposits would be increased; an emergen
currency is likely to drive money into hiding a1
decrease bank deposits,

The banks, according to the bill, are to pav
three per cent interest on the notes outstandin.,
but this is only temporary. It is a conecession 1o
the fears of those who have opposed an asset cur.
rency. If the plan succeeds, we may expect
demand-—after (he next election, not before—f.,
a reduction of the rate of interest, After th.
election of 1896 the bankers demanded and secure |
a reduction in the tax on national bank notes. Noi
a4 word was said about this in the campaign bhut
the favor was demanded and granted when th.
campaign was over. The bankers went throug!l,
the campaign shouting that there was money
enough, and when the election was over they ¢
manded and secured the right to issue the faco
value of the bonds instead of ninety per cent, and
they did it on the ground that more money was
needed,

Ten years ago the banking fraternity insisted
that the country had enough money; that all that
wis needed was confidence, Now with more than
fifty per cent increase in the per capita circuln.
tion, they are teking for still more money—not
government  money—not primary  money—nhut
money which they can issue at a profit to then
selves, and what is worse, all the newspapers
which the banks control are Joining in the chorus.

All bank eurreney is open to three objections:
First, it is a matier of favoritism. If an ordinary
citizen owns bonds, he has had the money inves.e]
in the bonds and must be satisfied with the inter-
est; the bank, however, on the other hand, is por-
mitted to draw interest on its bonds and to issue
the face value of the bonds in bank notes. The
asset currency gives even 4 greater advantage
because the bank is not required to make any ‘n-
vestment at all. Its capital is the security upon
which the depositors rely and it wants to make
a4 double use of this security by issuing new lia-
bilities ecalled emergency notes and the government
Is to stand behind them. o

The second ohjeetion to tae bank of issue is
that it gives the banks a control” over the volume
of the currency, snud as has been shown, the pres-
ent bill is inteunded to very largely increase this
control, '

The third objection is that the surrender of
the governmental funetion of issuing money into
the hands of the bankers gives to those bankers
what they regard as i vested interest in the na-
tion’s finances, and they resent interference with
what they come to regard as their private busi-
1ess,

Fourth, the asset currency is open to an ob-
Jection which does not lie against the bank cur-
reney, namely, that it introduces a larger favorit-
ism and more dangerous control over the currency
and greater risks to the depositors. If the govern-
ment guarantecs the notes, the people at large
bear the burden while the bank gets the benefit,
If the government does not guarantee the notes.

then they are unsafe and will be an element of
wenkness in our currency,

The banks insist that mor
it some seasons of the year

sons.  Why not provide for this increase by keep-
ing a larger reserve in the dull season so that
there will be more money to loan for the moving
of crops? Why not? Because that would reduce
the profits of the bank ang that of course is not
to be thought of.

If the banks really want an emergency cur-
rency without changing the character of the pres-
ent bank note, why do they not advocate a re-
duction of the amount to be issued on the bonds
in ordinary times, leaving the remainder of the
bonds to be issued upon in an emergency? If,
for instance, the banks were allowed to issue sev-
enty-five per cent of {he face value of the bonds
in ordinary times and allowed to igsye the other
twenty-five per cent in an emergency upon the
payment of a tax which would retire the bonds
it the end of the emergency period, the same re-
sult would be gecured. But why is this not pro-
posed? Because it would reduce

e the profit of the
bank. Whenever it is m 4

‘oposed that the ! banks
do something in which the

‘re is no profit, they at
once point out that banking is a matter of busi-
ness and that bankers wilj not do anything unless

there is profit in sight, i
No ene who is familiar with the methods em-
ployed by the financiers can doubt that the new
currency bill before the house ig the camel’s nose,
All that the bankers nsk I8 that the nose be al-
lowed to come into the tent at thig time—the rest
of the eamel will appear later. An gsget currency
I8 the thing desired, and an asset currency without
tax, not for emorgencies but for the permanent

€ money is needel
than at other sen-
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