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O “THE ISSUES OF
THE CAMPAICN

Falr and Able Discussion of
Questions Before the People.

PLEA FOR 600D GOVERNMENT

Honesty and Fair Play Form the Sub-

ject Matter of an Interesting Ad-

dress Before the South Bend Branch
of the Indiana State Alliance of Ger

man Societies by Mr. Philip Rap-

paport, a Prominent Attorney of In-
dianapolis.

A few days ago the Germans of
South Bend held a meeting at Turner
Hall for the purpose of organizing a
oity branch of the State Alliance of
German Societies. The meeting was
of political importance, for the State
3 Alliance had, at its recent convention,

passed a strong resoltition on the tem-
~ perance issue and in favor of the Dem-

ocrats of Indfana as the more liberal

party. N

One of the speakers was Mr. Philip
Rappaport, a prominent attorney of In-
dianapolis. He spoke as follows:

Republican Dishonesty.

It is one of the usual practices im
times of a political campaign to de-
ceive the public and slander the ad-
wersary, but it is exceedingly doubt-
ful whether in the political history of
our country this practice has ever
been carried as far as the Republicans
of Indiana carry it this year. If one
reads their papers and their campaign
literature it would seem that there is
only one question before the public,
and that is whether in Indiana the
Anti-Saloon League or the. brewers
shall rule. It would seem that there
is no such thing as a panic with its
complement of millions of unemployed
and stagnation of Dusiness, eaused by
an iniquitous tariff and grafting stock
manipulation. It would seem that the
trusts and the big corporations are
nothing but charming and philanthrop-
ic benefactors of the people, impover-
ishing thenfselves for the sake of the
nation. It would seem that there is

" no such a thing as the Democratic par-
ty, nor any such thing as the people,
but only the brewers, and that the Re-
publicans'and their faithful ally, -the

. Anti-Saloon League, are the only right-
! eous upon earth, sent by a kind provi-
, dence to save the state and the nation

perdition by the only means that can
possibly save them, namely, County
Prohibition.

It is a mean and mlserable decep-
tion by which they hobe to mislead
the ignorant and unthinking. But the
intettigent people of the state should
not allow themselves to be influenced
by such a dishonest policy.

The Democratic Party the Party of
the People.

In- the first place the great econom-
ic and political questions of national
import which mark the distinguishing
line between the Democratic party and
the Republican party have not disap-
peared, but are, on the contrary, still
present and are of the same weight,
as they ever were. The Republican
party is still the party of Wall street,
still the party of the multi-millionaire,
of the Standard Oil company, and
other trusts, of the rebate-giving, far-
mer-despoiling and middle-class-ruin-
ing railroad corporations and the
grasping, exploiting plutocrats. And
the Democratié party is §till the party
of the common people, the working-
man, the toiling farmer, the large mid-
dle class of business and trades men,
who now suffer acutely by a panic
that has been brought about by the
interests protected by the Republican
tariff, a Republican administration and
the Republican party in general.

In the second place, leaving national
guestions alone, the Democratic party
is not controlled by the brewers or the
Hquor interests. It is ridiculous to
suppose that a political party consist-
ing of hundreds of thousands of voters
can be controlled by a few brewers or

| from the powers of darkness and sure ~

saloon keepers. If, for business in-
terests, they prefer Befmocratic rule to
Republican rule, they do no more than
s . any other class of business men would
ydo under similar clrcumsta.nces and
with certain legislation, aﬂeaing them,
in view. But if the people at large
were not interested, the brewers and
the saleon keepers could not influence
&5 the sélection of even a constable.

¥ The Fight for Personal Liberty.
The fight in our state, so far as the
temperance question is concerned, is
mot the fight of the liquor interests,
but it is the fight of -that part of the
people "which believe in personal lib-
erty and practical morality against the
_party controlled by an element which
‘belleves in coercion and sham mor-
ality, a party which proclaims him
‘who drinks a glass of beer in an open

¢ |
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Why Certaln Laws Can’t Be Enforced.

It is not to be denied that there
exists in our country a great deal of
lawlessness and disrespect of law.
But whose fault is it? The brewer's
or the saloon keeper's? Would it be
in their power to cause any violation
of law, if there were no people ap-
proving its violation? If there is a
general violation'of law, it is the fault
of the lawmakers who make laws to
which a large part of the people do
not readily yield, because they do not
consider wrong whay the law forbids.
Mr. William Travers Jerome, the ‘well-
known district attorney of New York,
in a little book of his, entitled “The
Liquor Tax Law in New York,” says:

“Under democratic forms of gov-
ernment, based upon universal
suffrage, a law is not permanently
enforceable by authorities locally
elected or appointed, when the _
acts prohibited are of such a char-
acter that a considerable number
of inhabitants of such locality do
not consider the prohibited acts
immoral in themselves, and do not
yield willing obedience  to the
law.”

In South and Central America laws
of this character would probably cause
riot and revolution. But the Ameri-
cans, being a peaceable. order-loving
people, simply hold the law in con-
tempt and violate it openly or glan-
destinely. But the danger is that con-
tempt of one law may lead to contempt
of ,other laws, and contempt of law
must, in the end, be of a demoralizing
effect. The average American citizen
is inclined to be law-abiding. When-
ever signs to the contrary appear it is
the fault of the law-maker, who makes
laws of which he knows, or should
know at least, that one-half of the
population consider them  tyrannous
and will violate them without consci-
entious scruples. And the worst of it
is that the lawgivers themselves have
no scruples in violating them or caus-
ing them to be violated; that they are
well aware of the evil effect of such
laws, but are cowards in politics and
sacrifice their conscience and their
honesty to' political interests of theirq
own_ or their party.

L& me again quote Mr. Jerome:

“When a large. portion of the
community look upon an act for-
bidden as not immoral or of very
minor immorality, and the pun-
ishments imposed by the law are
very severe, blackmalil and perjury
b&ome appalling in amount and
character upon any attempt to en-
force the law. In addition, if the
law affects. a eonsiderable number
in the community, either in their
pecuniary interests or because- 1
contrary to their habits of life and
thought, the local political life of
the community is degraded and
complicated, the public service is
debauched and even the courts and
Jury system, both grand and petit,
are seriously affected.”

It is well known that disrespect of
one law causes disrespect of other and
eventually all laws, and if tHis inevi-
table effect appears, then those who
made the laws which were sure to be
violated have the temerity to lay the
blame on others.

The real parties that are- to be
blamed for disorders, disrespect and,
contempt of law are the Prohibition-
ists, the Anti-Salooh League, and the
Repubtican party controYled by them.
Conceding even to them good inten-
tions as far as temperance is con-
cerned, still they may say, like Meph-
istopheles in-~Goethe’s Faust, “I am a
part of that mighty power which wills
the good, but ever creates evil.”

The Brewers and Liquor Dealers in
Politics.

Equally hypogritical are their accla-
mations against the ‘brewer and the
liguor interests in politics. ‘Whose
fault is it that they dre in polities?
Can it be expected that these men will
stand idly by .and see their business
interests constantly attacked and en-
dangered? The average hardware
dealer does not busy himself with pol-
ftics. You can easily make him do so
by attacking and endangering his bus-
iness interests. The average drygtzods
merchant does not dabble in politics;
attack his business interests and he
will make politics a part of his busi-
ness. What reason is there to demand
of the wet goods merchants to act
differently under such circumstances?
Is there any justice, any honesty in it?

There is a way to rid politics of the
liquor interests, and that way is very
plain” and simple, but it requires the
application of good sense and honesty.
Make a law that is fair and reasonable,
duly considering the wishes of all the
people without ignoring those of a part
of them, harmentzing different views
in consonance with _human. nature and
social conditions, a law that the people
are ready and willing fo obey, and will,
therefore, be enforceable; then let it
stand unchanged and suppress all at-
tempts at violation with an iron hand.

But if you want to keep the liquor
element in politics, if you want to
make every brewer and every liquor
dealer an out-and-out politician, make
unreasonabie and unenforceable laws,
never let up in dickering with them
under the inflyence of that branch of
the Republican party called the Anti
Saloon League, and make it an end-
less chain of cha and amendments,

always lntend‘lng to do. nogd and al-

in politics and constantly appealing

belong, to the Republican party.

,and it follows it regardless of effects
‘and consequences.

preacher. I cannot help thinking that
neither the peoplé, nor good governs
ment, would lose anything by thelr
staying out of politics. If you will ob-
gerve closely you will notice that the
preachers and the churches meddling

to legislation and the strong arm of,
secular government for the enforce-
ment of their particular views are such
who belong, or whose members mostly

Church and state have separate and
distinct functions and the enlightened
&pirit of our time is opposed to the in-
vasion of one by the wother. Mr.
Thomas R. Marshall, the Democratie
nominee for governor of Indiana, said
in his keynote speech:

“While Thomas Jefferson was
the author of the bill for religious
freedom in Virginia and thus
brought about the dis-association
of church- and state in America,
I presume that there are not yet
many Americans who are desirous
of reuniting church and state. It
may be that our distaste of this
idea arises, to a certain extent,
from the fact that we are not quite
sure that our ‘own -particular
branch could be made the state
religion.”

If the state uses its power at the
behest of a church or its ministers, it
makes itself their servant. Centuries
ago this was considered proper, with
what result is.shown by history. But
the spirit of the twentieth century\ds
decidedly agaihst it.

The Failure of Prohibitive Legislation.

I frankly state it as my opinion that
it would have beeen a decided gain for
the cause of morals and' temperance
if the church had always -confined
itself to the proper sphere of moral
suasion, and if te state had kept itself
free from its influences. The church
is most generaMy guided by dogma,
but the state is guided by experience.
The church is doctrinal, the state prac-
tical. A people cannot be ruled by
naked doctrines  with utter disregard
of natural and :social influences . ,of
human needs and desires. Yet that is
precisely the method:of, the church,

As in the eyes of
the church and its representatives the
doctrine cannot be false, they must
necessarily see the failure of the ef-
fect in its insufficient or false appli-
cation. As a consequence there is.a
never ending rush of legislation, of
changing and amending old and mak-
ing new laws, always with a view of
applying the same doctrine, with al-
ways the same result, to-wit: stupen-
dous failure. For six(ty years they
have had prohibition in Maineé. = With
the Sturgiss law, which puts enforce-
ment in the hands of state officers,
where the local authorities are unable’
or unwilling to enforce them, liquor
can be had everywhere and the num-
ber of arrests for drunkenness accord- |
ing to reliable statistics, is over 25
per thousand inhabitants annually;
While it is only 19 in Illinois and 17
in Indiana.

Need we wonder then that the late
Bishop Henry €. Potter, bishop of a
church that dees not favor any par-
ticular pol{g'cal party, cried out in de-
spair in his book, “On the Drink
Problem™: 3 .

“You will gather from all this
how superficial, . how utterly in-
human, inconsiderate and unrea-
sonable I regard a great deal of
that doubtless often well-inten-
tioned zeal which seeks to make
men and women virtuous and tem-
perate by a law of indiscriminate
repression. Ido! I do! Andifl
am sent here of God for nothing
else, I am sent here to tell you
that; and to entreat you to dis-
cern that most of our methods for
dealing with the drink evil in our
day and generation are tainted

. with falsehood, dishonored by es-
sential unreality, and discredited
by widespread and consistent fail-
ure. There is a drink evil; and
you and I must not ignore it.

There is a task for Chfistian men

and women, just here, to parform, .

and you and I must not shirk it.

But let us begin by trying to rec-

ognize tHe facts, and then let us

strive to deal with them in a way
worthy of “their portentious slg-
nificance.”

False Doctrifes.

It is a false doctrine to make peo
virtuous by the force of law. Tt
never been possible, it is not possible
now. To some people the law is a.
fetish which they worship with: blind
zeal.. They think that if anything is
wrong anywhere, all that is necessary
is to have a law passed. If it does.
not ‘work, have another law, and so on
indefinitely. They forget -that they
have not to deal with things, but with
human beings that cannot be treated
as automata, but have a soul, a mind
and a will of their own and each of
them his individual conscience. If that’|
conscience is not in harmony with the
law, there is no power on earth strong
enough to enforce the law. The state
of Kansas had prohibition for twenty-
five years until the first attempt was

le

made toward its enforcement, nndtnmr

it could only be enforced in Spots,
while in other places the attempt
a miserable failure.

God knows, intemperance is a

evil and there are abuses in the liquo |

_| istence’ of the saloons.

®

g of “drji” territory, while the sale
of liguor gzoes merrily on, not omy
without any v%parent"dlmlnutlon, but
with a positi increase of drunken
ness. It may be that the saloon is &
temptation, but prohibition in remov
ing that one temptation, which is un-
der the public eye, substitutes a great
many temptations infinitely worse, be-
cause hidden and concealed. It sub-
stitutes the-blind tiger, the kitchen
bar, the secret club, the boot-legger,
for the open salobn, whisky in place
of beer, the hottle for the glass, aad
lays before the young all the tempta-
tions of secrecy and mystery.

Temperance a Question of Civilization.

True temperance is not a question
of legislation, but one of progressing
civilization. The human race is im-
proving from day to day in habits,
manners and customs. The time was
and not long ago, when a man was
‘admired for drinking the other tellow
“ynder the table”; today the drunkard
is ostrqclsed from good society. Mod-
ern business methods and public sent-
iment demand sobriety, and coercive
or prohibitive laws only hinder these
agencies in having their full beneficial
effect. :

Liquor and Crime.

! _Itis a false doctrine that most crime
is caused by liquor. Uhdoubtedly
many transgressions and “misdemean-
ors are committed in a state of drunk-
enness. Unquestionably it has hap-
pened that murderers have fortified
themselves for the commission of their
awful deed with strong drink, but such
cases, excepted, all the, ggeat crimes
require clear heads for their execu-
tion. The_defrauding bank cashier;
the note-forging bank president; the
embezzling clerk; the_ thief; the rob-
ber; the skilled counterfeiter, who
makes false notes or coins of the
realm; the burglar, who stealthily
creeps into habitations at night, care-
ful not to awaken anybody; the gam-
bler who plays with false cards or
loaded dice; the briber and bribe-tak-
ing official — these and others need
strong nerves and steady hands and
nothing-would render them less fit for
their criminal career than indulgence
in liquor, ‘

I tell you Wall street causes more
misery, crime and suicide in one day
than all the liquor drunk in a whole
year, yet nobody speaks of closing it..
The state prisons of Maine “and Kan-
sas are as well filled as those of any
state, nay, even better than those of
many a license state. During the year
_ending Nov. 30, 1907, the state prlspn
of Maine received 71 convicts or 10
for each hundred thousand population;
that in Kansas averaged 207 in 1905
and 1906, not including prisoners from
Oklahoma, or 17.2 per hundred thou-
"sand; in Ohio the number in 1906 was
652, or 14.6 per hundred thousand, and

. In Illinois in 1905 and 1906 the annual

average was 841, or 15.5 per hundred
thousand population.

How that is possible if drink is the
mother of all crime and if prohibition
really prohibits, is certainly more than
any human mortal can tell.

The Kansas City {Mo.) Journa] of
Dec. 8, 1907, contained the following:

“The Kansas City (Kan.)_ counci] at
a meeting last night passed a reso-
lution instructing Chief of Police Bow-
den to incrg‘lse the present police force
twelve men. The action was taken on
account- of the present epldemlc of
crime in the city.

“The department was reduced sev-
eral months:-ago on account of threats
made by Assistant Attorney General
Trickett to the effect that if the mayor
and‘ ¢ouncil did not curtail the running
expenses of the city enough to keep

ouster proceedings against them. At
thetime Mr. Trickett argued that since
he had closed the saloons of the city
there waggno longer need for a bigpo-
lice department. His theory was that
most of the crime was due to the ex-
However, the
many robberies and murders commit-.
ted during (the past two or three
months exceed in number and vicious-
ness any reign of crime experienced in
the city during the days of the dram-
shops.” |
Prohlbltlon the Cause of cheued
i Taxation.

This alone is sufficient to pr_ove the
fallacy of the prohibition doctrine, and
it also disproves the oft-repeated state-
ment that the saloon increases munici-
pal expenditures. As a matter of fact

11t is prohibition that does it. It costs

more to watch the blind tiger than the
.saloon, it takes more police.to pre-
Pvent the illegal than to control the
lcul sale. Prohibition, besides, de-
prives communities of the revenues
‘derived from IHquor licenses, and so it
comes ‘that municipal tdxation is al-
ways much higher in “dry” territory.

Of 1,139 towns, the average tax rate
on $100 in 1906 was $2.54 in 348 pro-
hibition towns and only 31,58l in, 846

capita indebtedness of. the prohibition
towns exceeded by 16% per cent that
of the license towns, besides which
public. impwvementn in the former suf-

trade, hmlnf-mmww
bid use al together, ,mty
then-sbuu R

1 laws,

within revenue income he would bring

lcense towns, and the average per |,

fer in moquenoe ot ompty h'mnr-- :
{es. :

and enforceabls law that would put &
quietus on the movement is not te

their taste and not in their interest. .‘

~The position on this question must re-
main a political asset of the agitator
and the gmall politician. They want
to keep their jobs. Thus they make
a nefarious use of the credulity and
the pious zeal of thosé earnest and
well-meaning people gho - really be-
lieve that they can cure evils by _pro-
hibitive legislation. &
What then is the result? {

There exists In.the city of New
York an organization under the name
of “The Committee of Fifty.” - Its ob-
Ject is the promotion of social science
prineipally by practical investigations.
It consists of such men of prominence
as Seth Low, Dr. Felix Adler, Carroll
D. Wright Prof. R. T. Ely and others.
1t 1s ‘divided into sub-committees, each
working: in a special field. The com-
mittee devoted much time and labor to
a thorough investigation of the liquor
problem in all its aspects, and pub-
lished the results in several volumes,
In one of them, bearing on" its title
page the following inscription: “The
Liquor Problem in Its Legislative As-
pects, by Frederic H. Wines and John
Koren; an investigation made under
the direction of Charles W. Eliot, Seth
Low and James C. Carter, sub-commit-
tee of the Committee of Fifty to in-
vestigate  the liquor problem,” you
will find on Page 5 the following refer-
ence to prohibitive legislation: :

“The efforts to enforce it during
forty years past have had some un-
looked for effects on public respect for
courts, judicial procedure, oaths, and
law in general, and for officers of the
law, legislators and public servants.
The public has .seen law defled, a
whole generation of habitual law-
breakers schooled in evasion and
shamelessness, courts  ineffective
through fluctuations of palicy, delays,
perjuries, negligence, and other mis-
carriages of justice,  officers of. the
law double-faced and'mercenayry, leg-
i{slators timid and insincere, candidates
for office hypocritical and truckling,
and officeholders unfaithful to pledges
and to reasonable public expectations.”

This is indeed a severe arraignment,
but its justice is- demonstrated by an
array of facts, and coming from such
an honorable and uninterestéd source,
it cannot be refused full credit and
respect. =

Local Option vs. County. Prohibition. |

What else could be expected? It is
possible, though not always the case,
in a small community, in a small town
or. a city ward, where a particular
class of people live together and where
everyone knows everybody else, that

there is such a unanimity of senti-*

ment that a prohibition law is enforce-
able without causing public and pri-
vate demoralization and corruption.
Such a unanimity, however,, cannot,
and never does, exist in a larger terri-
tory, a copnty or a state. This will al-
ways contain divisions where the senti-
ment, is strong against prohibitive
and where, consequently, the
people feel themselves tyrannized over
by the people of other divisions. Then
follow violation and disrespect of law
with all their dire and corrupting in-
fluences.
. Of course, county prohibition will not
settle the drink question. If it would,
the prohibition agitafors and the pol-
itical adventurers would not want it.
After a wfile t—is: discovered that
drinking is going on as usual and a
law is demanded to forbid .shipping
liquor into a _“dry” county. When- it
is discovered that that would not work,
state-wide prohibition is demanded,
and because that does not work either,
congress is importuned for a law to
prevent shipping into what is humor-
ously called a “dry” state. And so
it goes-on. As no lay has the expect-
ed miraculous * effect, no law ever
proves satisfactory. It is an endless
source of {iribulation, leratlon chi-
canery, molestation and corruption, all
coming from the false doctrine that
people can be made virtuous by law.
We are on the eve of an election.
The temperance issue is one of the
most prominent’ issues in our state.
The Democratic party has declared

| for what is generally known as local

option, the Republican party for coun-
ty prohibition. To be candid, I think
not much of local option.
as it is, to choose between it and coun-
ty prohibition, I, naturally, choose the
former.

The evils of prohlbitlon must neces-
sarlly stand in a certain proportion to
the size of the territory which it cov-
ers. With the ward or the townshlp

as a unit, the evil is reduced toa ‘min- |

imum. I also have hopés that under a
local option' law prohibition by | Temon-

citizens be enabled. to make thel
sentiment effective untrammeled b
and Intimidation. Und
on, however, the miserabl

of ﬂlﬂﬂiﬁt ‘communities into two. ho

But having, |

strance will come into disuse and t.he:

ﬁgmy undemocratic system

nonal ubﬁtr_is vlolatad by a
h suppress the saloon almgether bnt
_far worse to curtail the ci
‘Suffrage by a system which rough
tricks and intimidation preventg
citizens from a free gxpression of sen
timent.

For this abrogation of the civil
rights and the personal liberty of the
citizen the Republican party stands. It
stands in opposition to everyarlnclplg
of personal liberty, in opposition to
truly democratic forms of government.

T do nof plead the cause of the
brewer or the liquor dealer, nor that
of the saloon. .They must look out for
themselves.- As far/as I am coricerned,
I have no nheed-for the saloon. If all
other people would visit the saloon not
oftener than I do, one saloon ‘would
be sufficient- for the whole state of Ine
diana, and the rest of the saloon keep-
ers would all starve. Nor am I afraid
that I shall never be able to get my
glass of beer in any of the clubs to
which I belong. But I am not hypo-
crite enough, not dishonest enough, to
advocate the closi g of the saloon, the
poor man’s club, long as I am not
willing to be a total abstainer.

The Efl'ect of Prohibition on the Army.

The Ameri¢an saloon has certainly
some bad features.  But it .is what
Americans have made it. ‘It has not
made'the Americans. Asjthese have
in course of time approved their drink

approve the saloon® But be its feat-
ures ever so bad, they can never be
one-tenth agbad as those of the “blind
tiger” and similar kinds of demoraliz-
ing resorts.

So long as people desire to drink,
the combined armies of the world can-
not prevent them nor can they prevent
the army from it. There is no army
in any civilized country today in which
the general state of health is poorer,
in which alcoholism and unspeakabie
diseases prevail to a greater extent,
in which desertions are more numer-
ous thard “in the prohibition-blessed
American army. If anyone-does mnot
believe this, let him study the reports
of the surgeons general, the advocates
general and the inspectors general.

And still the great reformers insist
on prohibition. It is the dogma. they
ocare for, the effects are nothing to
them. Save the dogma and let the
world perish, That is their motto.

What the Republica'ns Stand For.

T'accuse the Republican party of In-
diana of falsely and maliciously mis-
representing the ﬁgh't for personal lib-
erty as merely a fight for the finan-
cial aand political interests of what is
gerierally called the liquor element. I
accuse it of falsely. and maliciously
misrepresenting the Democratic party
of our state as being controlled by
these elements. I accuse it of uphold-
ing a system of legistation that leads,
according to the best minds of our
_country, to the destruction of public
respect for courts, judicial procedures,
oaths and law in general, and for of-
ficers of the law, legislators and public
servants, a system which has schooled
a whole generation of~habitual law-
breakers in evasion and shameless-
'ness, made courts ineffective, officers
of the law double-faced and mercenary,
legislators timid and .insincere, can-
didates _for office hypocritical and
truckling, and officeholders unfaithful
to- pledges and reasonable public exL
pectations.

And as I cannot believe the Republl~
cans to be ignorant of these effects of
the system, and as, according to a well-
established prlnclple of law, everybody
must be believed to intend the effects
of his. willful act, I accuse them of
willing such shameful and scandalous
conditions and abuses.

It is well known that Rockefeller,
Helnze and other great capitalists
have donated large sums of money to
Lthe Anti-Saloon League. Do yau- be-
lieve they do that for moral reasons?
They do it because the league is an
auxiliary to the Republican party, the
party of the trusts and millionaires,
and I accuse the Republicans of con-
-verting a moral question into a politi-
cal one and using it in support of
trdsts, combinations and - gamblers
with the wealth produced by the peo*
ple.

I accuse the Re?ubllcans of tryinq
to destroy populaf government. Al-
though the leaders of the party wex:
opposed to the calling of an extra se
'sion of the legislature, yet, after lﬁ
was called they consented to its u \
-for the purpose of determining a ques-
tion which is an issue in the present
campaign. It is something which, the
‘Czar of Russia excepted, no European
monarch would dare. On the contrary,
| the Enropen\ monmhg frequently a

habits, so they will, in course of time,

\ reasons—more than ‘thousand good

S(]ME Gﬂﬂﬂ IEVH][NCE

Former Secrotary Gage and Cone
gressman Fcwler on the De-
posit Guarantee., ;

THE WAI.SH ?AII.UBE CITED

Clearing House Achon lee Plan Pro-
posed by Democrats, -

%

Guards Against Honest Bankers Suf-
fering Runs- Modern System of
Credits—Bankbook Should

Be Worth Face Always

[By John E. Lathrop.]

Lyman J. Gage, former secretary of
the treasury, may._be regarded as suf-
ficiently ‘“conservative” - to obviate
fears that he would be “unsafe” in his
banking views. Before the house com--
mittee on ‘banking and currency in
Washington Mr. Gage discussed na-
tlonal finances and particularly the na-
ﬁona] bank. He sought an illustration
of the ldea he was expressing, ‘which
in general was in support of the gunar-
antee plan, and like many others
found it in the Walsh failure in th
eago. * L 2
Afwér explalnin how the clearing
house banks took over the-assets of
the failed institution, guaranteed all
depositors, and prevented runs on oth-
er banks, Mr. Gage said:

IM‘r. Gage’s Statement.

“Well,_ they learned another lesson
and they adopted another principle, a
principle provided for in thi¥ (the
Fuwlsr) bill. By the vote and vol.
untary compliance of all the members
of the Clearing House association,
they authorized the clearing house at
any time and at stated periods to act
upon its own volition and on-its own-
acocunt, and for the lnfoxzmaﬂon of
the clearing house committee itself to
have full, complete and comprehensive
Investigation of each member of the:
association, and not only of each mem-
ber, but ot every institution that car-
ries the name of bank over it that is

cleared or represented in the clearing |*

house by any clearing house bank; and
I can tell you as a safe pro'phecy that
we are at the end of disastrous fafl-
ure in the city of Chicdgo by clearing
house banks, since this regime has
come in. I am told that Kansas City
has the sa thing, and other cities
will eventufilly adopt it.” '

Re_presentatlve Fowler, Republican.

Charles™ N. Fowler, Republican, of
New Jersey, chairman of the” house
committee on banklng and currency,
appears in the Congressional Record
with a house speech in suppost of his
bill which provided for guarantee of
bank deposits.” He specially answered
the assertion that such a guarantee
would lxrduce reckless banklng, say-
ing:

“Mr. Chairman, we are occasionally
met with the statement ﬁmt guarantee
of deposits would lead ito unsound
banking. * * * ‘Can you think of a/
+ banker, because he had insured his de-
posits, going into the dlrelctqrs‘ room
and saying: ‘Gentlemen, we have in-
sured our deposits today. Now let us
‘proceed to make some rotten loans?

“Is it not possible that it will occur
to these directors -that’ their losses
must come out of their profits, out of
their reserves, out of their capital, and
out of their. reputatlons" Will they
not realize that they can geét nothing
out of the guarantee untll"ﬁ:e last dol-
lar of their capital, surplus and
profits has been wiped out, and stock-
holders have been asseshl double the
amount of their stock?

The Bankers’ Reputa&ion.

“Until their reputaﬂons have ‘heen-
!nju-red if net ruined, and possibly
some-of them have been started on the
road to state prison? Can_ anybody
think that any board of directors of
any bank would be less sollciﬁona
anxious and honest &nd wise after

they had deposlu tmm
they were bef

“I assert: after the most ma-
ture deli

reason for lnsualhg life and home,
there are more than a thousand good

reasona—-vyhy the dey

| tion? Many perfectly sound banks are
-{ They clear through -lo&a' bank

mat.fthereuone.matibmmmnumn

' banks. ncw. so tu- u mu c*

| age maintained by one over another.
important difference, however,
‘would be that depositors would not be
subject to the annoying, often disas-
trous, delays in getting their money
which now they expa'leme ‘when
banks fail :

But, that fewer tallum ‘would ,cer
cur surely would be-one of the re- .
sults of such a law. Everyone knows -
| that many runs are precpitated om
banks ' whichk are absolutely sound.
Many a man, faithful, safe, conserva-
tive, conscientious._in caring for the
money of his depositors, has suffered
runs caused by some rumor started -
through malice. Many an honest ~
banker has had his heart broken by
senseless runs, and bas groaned im
§pirit as he realized that gross injus-
tice has been done as reward for ear-
nest and able keepifig of the trust re-
posed In him by his depogitors.

The Baring Failure. ',

‘When a dozen years ago, ; Baring
Brothers, of London. suspended, it was
due to that very espionage by other
bankers to which Mr. Gage refers.
The Barings had embarked in many
South American enterprises, some of
.which were manifestly unsafe, v

The governors of the Bank of Eng-
land, sensing the danger, refused to
accept securities backed by them as
basis for the issuance of bank notes
under the custom of that country; that
action never has been adversly criti-
Icized in any country, although it has
been discussed ever since theé'world
over Nl

‘Modern business is conduched on the
basis for the issuance of bank notes
tle actual ‘money p-&es from hand to
hand.

Modern Sym of Credits.

You go to your bank with.a bundie
of checks and drafts and deposit them
to your credit. Against that account
thus .opened. you draw checks. They
pass into the world of business, are
accepted at face value, and <irce-
late virtually as does gold, silver and
cwrren¢y. If you pay your bills im
checks, often you pass through weeks
at a time when you have only a trifle
of loose change in your pocket for
street cat fare and the small things
you need from day to day costing too
little to bother to draw a check.

“A clteck cancelled is a voucher,”
has become a maxim in the business
world. %

Complications of the System.

This complicates business and forces
all banks to a iate themselves In
clearing Louses, and probably the pdr-
le - would be amazed were they to
kEnow at times how sharply the clear-
ing house committee looks into meth-
ods e‘mployed by its members.
In the panic that beg:n last October,
funds were carried from bank to bank,
takén ostentatiously through the fromt
doors, that depositors might know that
other banks believed in the soundness
of the institution which had been at-
tackedbyarun,andpertameda!— -
most .every essential of the _g;nﬁitee \ T
system. ‘ ,
Why? . g . - . .‘ .
Simply because ﬂxe modern business o
system is so complicated and so little - el
actual money passes current that each
bank must know that ¢he others are
properly safeguarding themselves and

So beneath the surface, one u-ﬂ
witness the‘elearlng ‘house associa-
tions examining teral, securities
and assets, and sérving mnotice
onagwenbankthltﬂlem :
will require some change in methods \
on penalty ofrefusallongerbdut
for that bank. .
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also that they are permitting the car- - ;
rying of accounts by depositors whose 2
paper may always be depended om as = ; >
worth face value. * = 5
Ben _the Surface. I 3

not directly in the clearing house.

‘which does belong.

Preclsely ﬁxeunemlecmlin-
when need_arises, the asso-'
rvesnoﬁcen\hem

claﬂon
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face always. Au entry in a pass book *




