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More Complete Devotion to the Cause

ERMANY'S latest atrocities should serve to fire the soul of
every American with unextinguishable hatred against that
aggregation of international pirates. By attacking and sink-

ing helpless and unarmed fishing boats and passenger steamers
containing men, women and children, peacefully and lawfully on
the high seas, but near our own shores, Germany has committed
the final act of piracy which will render this country merciless when
the accounting comes with the military autocracy in control of that
country’s destinies.

Geronimo and Sitting Bull were savages pretending to none
of the nobler qualities of civilization. 'They did not blasphemously
call on God while murdering infants sleeping in their cradles, as
the Kaiser has done, If their extirpation became necessary to pro-
tect mankind, how much more essential that the Kaiser and all his
brood and followers shall be swept from the face of the earth.

To this end—and nothing short of this will ever satisfy the
aroused spirit of America—our people must from henceforth firmly
devote themselves and all they have—giving up all their possessions
and the life of every man, woman and child in the Republic’s broad
domains rather than that there should be any cessation of this
mighty conflict until a repetition of its barbaric horrors shall be
made forever impossible.

The recent sinking of ships near the American shores is in line
with Germany’s policy. When the Lusitania went down, joy-bells
were rung in Berlin. When a hospital or church is bombed, and
nurses, the sick and wounded, or helpless women and children—
kneeling perhaps in divine worship—are murdered, shouts of exul-
tation are heard in the streets of Germany’s capital.

In the name of all that makes l:fe worth the living, these things
must stop and stop forever. If any American has heretofore
failed to devote himself unreservedly in heart, soul, mind, energies
and material completely to this service, the time for him to lay all
upon the altar of his country is now.

1
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No Compromise Peace with the Barbarians

MERICANS must set their faces like flint against any peace

suggestions coming from the ravishers of Belgium, the despoil-

ers of France and the Lusitania murderers. The only peace
that this nation shall ever be satisfied with is that which the President
of the United States and our gallant Allies shall prescribe to Ger-
many at the sword’s point. However long the way, whatever the
cost in money and in men, we can never for a moment talk peace
with those who have broken every covenant they have ever made and
whose word is less valuable than dicers’ oaths.

We entered this fight for the purpose of winning it, and our
resolution never to stop until that end be achieved must continue
unshakable to the end. Our expenditures in money may reach the
stupendous sum of one hundred billions of dollars and millions of
our gallant sons may die on the battlefields of Europe before that
end is reached, but we must—nay, we shall—keep on unfalteringly
until complete victory is ours,

Eternal vigilance is said to be the price of liberty. Ours must be
that eternal vigilance which shall insist that no peace is'ever made
with the Potsdam gang of assassins; that no American shall be found
base enough to sit at a peace table with them and exchange polite
diplomatic phrases with this band of pirates and cutthroats.

We are fighting for a peace that shall reassert our own violated
rights and that shall give protection to the nations of the world
from the thieving and murderous propensities of a gang of inter-
national robbers and murderers. For that peace we shall continue
to fight until victory is gained, and in that day of victory we shall—
one hundred millions of us with a united voice—demand that Ger-
many be brought sternly to account,

&

“That These Dead Shall not Have Died
in Vain”

HOSE hundreds of thousands of our boys who are now in

Europe defending the nation’s honor and its existence, and

the millions of others who shall follow them, will have died

in vain unless the victory for which they are fighting and which in
the end they will achieve shall be made complete.

It may be as well recognized now as later that America and

Germany are engaged in a death-struggle, and that before it shall
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end the Teuton barbarism must be destroyed beyond the hope of

resuscitation. There must be left no possibility that America and
the world shall again have to face the horrors of the past four years.
'To destroy the immediate members of the German military clique
will not answer. The brutalism of which they are the consummate
flower must be eradicated from the German mind. For this a few
vears’ penance may not suffice. A short probation as a preliminary
to receiving Germany and Austria again into the circles of civilized
nations would merely give to these pariahs an opportunity to plot
fresh crimes. They would doubtless occupy the probationary period
in getting ready for another war on a larger scale:

“And e’en in penance plotting sins anew.”

Since their promises can no longer be trusted, they must be
deprived of the power of again deluging the world in blood. Wild
animals filled with the lust of blood and destruction are either shot
or caged. The first remedy is obviously the one which should be
applied to the brutal leaders of the German military clique, includ-
ing all the present excellent life-insurance risks among the male
members of the Kaiser’s family, although conservative opinion quite
generally favors a slower form of punishment for these guilty
wretches. For the German people, confinement within their own
dominions without any relations with the rest of the world for a
generation or longer may give them enough time to change their
spiritual and mental viewpoints. If not, the season of probation
may be extended as may be necessary. There will be plenty of
work for them to do in repairing the devastation they have wrought
in France and Belgium and in earning the revenues to keep up the
interest cost and sinking fund on the war debt of all the nations,
which should stand as a charge against Germany in the world’s
ledgers until completely extinguished.

In any event, whatever punitive measures are put into effect
against Germany, the damage to civilization through the unholy
ambition of that nation can never be repaired. No vindictiveness
which the most fiendish brain could devise would atone for her
atrocities. Only that justice conceived in the mind of Omnipotence
can redress the wrongs she has deliberately committed. For a thou-
sand years the very name of Germany will be accursed and reviled
as the symbol of infamy. The innocent blood she has shed would
incarnadine the multitudinous seas, making the green one red. No
perfumes of Araby shall sweeten her loathsome hands, nor all the
rains in the sweet heavens make them again white like snow.

As the German people have themselves deliberately chosen to
play the role of international assassins, they must accept the place
to which history will forever assign them and bow beneath the
irrevocable doom pronounced against them by Holy Writ: “The
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wicked shall be cast into hell, with all the nations that forget God.”

Our boys are going to their death in Europe not for territory or
for money. They are dying that the right-minded peoples of the
world may again live in security and peace. This result never can
be assured so long as the German military clique accurse the earth
by their presence, nor until the poison of military ambition is for-
ever eradicated from the German mind.

A peace that does not assure this result beyond question can
never be accepted by the United States. Let us see to it that our
dead shall not have died in vain.

&

Government Competition in Banking

AREFUL observers of recent tendencies in American banking
can not have failed to note the increasing hold which the Gov-
ernment is acquiring on this line of business. The greatest

step in this direction was, of course, the enactment of the Federal
Reserve Law, which gave the Government all but absolute control
of the country’s banking and credit. Another step in the same
direction was taken by the enactment of the Postal Savings Bank
Law and the Federal Farm Loan Act. By the first measure a
Government depository was provided for those persons, chiefly of
foreign birth as was generally alleged, who did not have confidence
in the ordinary banking institutions of the country. In addition to
furnishing long-term credit facilities to the farmers, it is stated that
the Federal FFarm Land Banks also may receive deposits. This
feature was referred to in a recent address before the Savings Banks
Association of the State of New York by Hon. Myron T. Herrick,
who said:

“In the Kederal Farm Loan system there is now about one
national farm loan association for each of the 3,028 counties. These
associations may receive deposits from any individual, firm or
corporation w ithout any limit as to individual or aggregate amount.
They can issue one-year deposit certificates at four per cent. con-
vertible into bonds of the land banks, which bonds are instruments
of the Government. So the Government practically guarantees
principal and interest of the deposits. The land banks may also
receive deposits from any individual, firm or corporation holding a
£5.00 share.”

Whatever may be said as to the propriety of the Federal Reserve
and Farm Loan Acts surely it can not be claimed, under present
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circumstances, that any real necessity exists for the Postal Savings
Bank. With Liberty Bonds in everybody’s reach, on a payment as
low as one dollar a week, and with War Savings Stamps procur-
able for sums as low as twenty-five cents, there is no reason why
anybody desiring to invest savings with the Government should not
he accommodated, even if the Postal Savings Bank did not exist.

Most certainly all of us wish to see the Government obtain all
the funds needed to carry on the war; but what with unlimited tax-
ing powers, the Liberty bonds and the War Savings Stamps, it is
difficult to understand why it is necessary for the Treasury to go
into competition with the existing banks in securing deposits. These
deposits, contributed by the people of the respective communities
where the banks are located, are needed to maintain local enter-
prises which must be sustained even in time of war; and especially
since the banks are strong financial supporters of the Government,
this competition becomes all the more inexplicable.

Governor Herrick wisely points out that the way for the banks
to meet this competition is by more effective local service and to
strive to keep any depositor from having a dead account.

&

Principles in Regard to Guaranty of Bank
Deposits

N the opinion of the Comptroller of the Currency there is urgent
necessity that Congress should pass the bill providing for a lim-
ited guaranty of deposits in national banks. In the opinion of

the New York Clearing-IIouse Association the bill ought not to be
passed at all. Some of the reasons why it ought not are thus stated:

“Such a proposition is in violation of common justice and com-
mon fairness. The stockholders in a bank in one locality would be
mulcted in loss to compensate for the mismanagement of banks hun-
dreds or even thousands of miles distant and over which no mutual
control or relationship exists.”

There is justice in this contention. If, however, all banks were
members of a local organization—a clearing-house with somewhat
broadened powers—and this organization had supervisory control
over the member banks, the latter might assume general responsi-
bility to depositors. In practice this responsibility would perhaps
not amount to much, for a bank failure would be as rare as honor
among the ruling classes in Germany. But since the Government
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undertakes to supervise the banks and allows failures to occur, why
should it pass the responsibility for its own shortcomings over to the.
banks?

Another objection to the guaranty proposal made by the New
York Clearing-House Association is less valid:

“Our people should be allowed to exercise wholesome diserimi-
nation in the banks they select, as well as in their business activities
in general. Individuality and individual initiative are cardinal
qualities of success, and these qualities would be impaired if people
are to be taught by legislation to rely upon the Government to help
them in their ordinary individual transactions and in the exercise of
ordinary judgment.”

Something superior to “ordinary judgment” is required in exer-
cising discrimination among so many banks as exist in this country.
Clearly one can not rely either upon the supervision exercised by
the state or federal authorities. Such supervision is beneficial, but
has not prevented disastrous failures. Nor can one tell by the pub-
lished statements. Only an expert can make much out of these.
Not infrequently a bank fails when its latest statement has shown
a large apparent surplus. Nor can even the personnel be relied on
entirely, for “good” men go wrong in banks as elsewhere. It has
- happened that bank officers honored by their fellow bankers have
suddenly revealed tendencies of the worst kind of delinquency in
managing their institutions, deceiving the very elect. Age and
reputation do not always give assurance of safety, for the names of
many such institutions could be recalled whose long and honorable
careers have ingloriously ended. Of course, there are some tokens
by which the safety of a bank may be judged; but to keep your
funds in a bank which is always sound requires, perhaps, more than
ordinary discrimination. That this view is widely held appears from
the fact that many people have such distrust of their ability to pick
a sound bank that they refuse to trust any bank whatsoever.

If banks are to be held jointly responsible for each other’s debts
they ought to have a large measure of supervision and control over
the institutions whose debts they may be called to pay. Gradually
a system embodying this principle was being evolved, but this de-
velopment was destroyed by the enactment of the Federal Reserve
Law.

£

The Cause of the Rise in Prices

T least as old as the hills is the controversy over the causes
which bring about a general rise in prices. This matter has
been made the subject of a recent investigation by a select

committee of the British House of Commons. Some of the commit-
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tee’s conclusions have been pubhshed in this country, and they are of
interest, because the rise in prices not only tends in many cases to
make living more difficult, but it is also vastly increasing the cost of
war.

The inquiries of the British committee show that between July,
1914, and November, 1917, the price of food in the United Kingdom
increased by 106 per cent., while if all of the items comprised in the
expenditure of a working class family are taken into account, in-
cluding food, rent, clothing, light and so forth, the increase in the
cost of living as a whole is about eighty-five per cent.

While the committee of investigation admits that the extension
of bank credits due to the war has had its effect, it is to be noted
that the stock of gold in Great Britain had decreased instead of in-
creased, while in so far as relates to the advance in prices as related
to the volume of outstanding currency, the committee expressly
states that “the issue of paper currency * * * plays a very
subordinate part.” It admits that the amount of currency has large-
ly increased, probably by about fifty per cent., but the increase is
the result of the growth of transactions and of prices, and is not the
cause of them.

The chief causes of the rise in prices are thus stated by the com-
mittee:

“The falling short in the supply of goods as compared with de-
mand.

“The expenditure of payments, made by the Government for
commodities and services, in buying goods for private consumption.”

In a paper on “Inflation,” published in the “American Economic
Review,” Professor E. W. Kemmerer of Princeton University in-
vestigates a phase of the same subject. He finds, for example, that
the percentage of cash reserve to total deposits in banks has declined
from 12.5 per cent. in 1910 to 10.6 per cent. in 1917; bank deposits
have increased by sixty-eight per cent. for the period 1918-17; total
clearings increased eighty-one per cent.; the total monetary circu-
lation for 1917 was forty-five per cent. more than in 1913, an in-
crease of about seventy-six per cent. in the gold circulation since
1913, as compared with forty-five per cent. in the total circulation
and twenty-one or twenty-six per cent. in the growth of business.
The reduction in required bank reserves and the ease with which
funds may be procured of the Federal Reserve Banks are also fac-
tors which are noted by Professor Kemmerer.

That an actual rise in wholesale prices has taken place is a
matter of common knowledge. Professor Kemmerer gives a table
of index numbers showing 99 in 1910 and 178 in 1917. In con-
cluding his examination of the various factors mentioned Professor
Kemmerer says:
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“We have now examined the more important evidence as to the
extent of inflation in the United States, and as to its causes, and
have found reasons for believing that there has been a very sub-
stantial inflation of the currency and circulating credit of the United
States since the war broke out, but more particularly during the
years 1916 and 1917, and we have seen how this inflation has found

expression in a very great rise in general prices affecting all sorts
of commodities.”

While admitting that inflation has some advantages, such as
tending to check consumption of luxurious articles through a rise in
their price, Professor Kemmerer points out this danger:

“Inflation creates a dangerous optimism in the financing of the
war, for it lulls the public, and often the authorities themselves, into
the belief that it is getting the necessary wherewithal for financing
the war more fully and more easily than it really is. If we inflate
our circulating media enough we can doubtless float any loan we
undertake. We can secure any sum of money we set out to secure,
but that does not mean we shall secure the munitions, supplies, and
labor, the obtaining of which is the only purpose of the Government’s
securing the money. The money, of course, is only a means to an
end. If we fail to secure the end itself, it avails little that we have
secured what we originally thought would be the means. If we set
out to obtain twenty billion dollars, the sum needed to meet impera-
tive war expenditures for a given period, assuming a given price
level, and if in securing that money, we so inflate the currency as to
raise the prices of the things the Government wants twenty-five per
cent., we will have ‘a successful loan flotation,” and be able to pat
ourselves on the back that everything is going well, and that more
rigorous economies in consumption are no longer necessary; but
we will fail in our loan, for the Government will have secured only
eighty-cent dollars, or, in real purchasing power, only sixteen bil-
lion dollars instead of the twenty billion dollars actually sought for.
We will have deceived ourselves, and such an optimistic delusion will
be an obstacle in the way of those drastic economies in consumption
and that nerve-racking speeding up of production that are so urg-
ently needed for the successful prosecution of the war.”

@
Thrift and “Business as Usual”

ANY people are deeply concerned over the efforts being made
by the Government to limit non-essential production and to
increase the production of those goods indispensable to the

successful prosecution of the war. It may be admitted that the term
“non-essential industries” is Inaccurate, as most terms are; but it
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probably fairly characterizes what people mean by the expression.
A better term might be “least essential industries.”

What is meant by either of these terms, in present discussion, is
those things not needed in some way to help in winning the war.

A little reflection will convince anybody that there are many
things to which most of us are accustomed that might be dispensed
with. There is chewing-gum, for example. But those who favor
“business as usual” will tell you that unless the maximum of chew-
ing-gum production is maintained the manufacturers of that article
and the workers engaged in its production will not have the money
with which to pay taxes and to buy Liberty Bonds and Thrift
Stamps. Perhaps, however, this loss would be more than offset by
the greater purchase of Thrift Stamps and Liberty Bonds and the
increased taxes which could be paid by the millions who are now
buying the chewing-gum, paying for the cost of its production
and a profit on its sale. But the argument is fallacious in another
respect. How does anybody know that if those now engaged in
the chewing-gum industry were to devote their energies to the pro-
duction of some more useful article needed in defeating Germany,
they would not make as large a profit as they are now making?

The article mentioned above is taken at random; obviously there
are other articles even less essential. 'The list might be almost in-
definitely extended without trenching on any of the real necessities
of life.

Stated concretely this whole matter may be thus summed up:
if there is enough material, labor, capital and credit to furnish the
Government with all the supplies needed to win the war, and also,
enough material, labor, capital and credit to provide the people with
the necessities and also the less essential things, why then there is no
reason to curtail the production of the latter.

Of raw materials of nearly every sort this country has an abun-
dance. But raw material that can not be utilized has no value be-
vond that of a reserve stock. Coal in the ground furnishes no en-
ergy to turn factory wheels. As to capital and credit they will have
to be conserved if the country’s prosperity is to be maintained. By
careful management we may have enough to carry us through the
war. Certainly there is none to waste. Have we all the labor
needed? Thoughtful men hold the view that our production of
food, ships and war material could be greatly increased if there were
an addition to the labor supply. This we can only have by importa-
tion, by putting the idle to work (not a great number in the aggre-
gate), by more largely employing women and children, or by setting
labor free from the least essential industries—the latter the most
obvious and effective remedy, for we are thus releasing capital,
credit and materials as well as labor.

All these matters are very clearly reasoned out in an article in
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this issue of THr BANKERS MAGAZINE from the pen of Professor
C. C. Arbuthnot of Western Reserve University. It will repay a
careful reading.

&

Financial Relations Between the United
States and Canada

THE very large Canadian debit balance originating on account
of trade relations between this country and the Dominion can

no longer be adjusted, as formerly, out of credit balances
created by our northern neighbor through exports to the mother
country. This fact has quite seriously affected the value of Cana-
dian currency in our markets. The difficulties of the matter were
thus referred to in a recent address of Sir Herbert Ames, M.P. of
Montreal, delivered before a meeting of the Cleveland Chamber
of Commerce:

“Take the exchange situation. Canada last year sent to Great
Britain her products, mostly food and munitions, to the value of
$860,000,000. She imported of British goods about $80,000,000.
That is our exports to Great Britain exceed our imports to the
extent of $780,000,000.

“In our dealings with the United States, however, these condi-
tions are reversed. While we took $790,000,000 of your products,
we were able to send you only $440,000,000 of ours, thus creating
an adverse trade balance against us of $350,000, 000. Now in
normal times it would have been possible to use our credit in Loondon
to offset our debt with you, but such procedure is impossible to-day.
Britain cannot settle her trade balances in cash. So the balance of
exchange as between our two countries is heavily against Canada,
and our Canadian dollar is at a discount in the American market.”

Sir Herbert Ames pointed out that either we must grant Can-
ada additional credits or that his country must cease to import
American goods, adding that Canada much preferred that the
former course be taken. He also urged that the United States
should make use of the very large facilities which Canada already
has for supplying war materials of various kinds. While realizing
the necessity which now exists in this country for discouraging
public borrowing, Sir ITerbert said: “Let it be remembered that
Canada before the war was a borrowing nation, The public works
carried on by our governments, railway and public service corpora-
tions came from Great Britain. This source of supply has been
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cut off. Yet there are still legitimate developments which require

capital. For us there is but one place to seek it, and that is from
you.”

The eminently practical character of the present situation was
thus referred to:

“I make my plea on grounds not only sentimental, but eminently
practical. I claim that it is greatly in the interest of the United
States that Canada come through this war without suffering serious
financial impairment. In pre-war days we were your second
largest customer, and will doubtless after the war occupy the same
position. In view of our common future and of the trade relation-
ships which after the war will grow up between us, we appeal to
vou to help in keeping Canada in a sound financial position.”

It is too obvious to require argument that any serious impair-
ment of Canada’s industrial and financial situation would react
unfavorably upon this country in the long run if not immediately.
Just now there are special reasons why the productive activities of
the Dominion should be sustained at their highest capacity, for the
Allies need every bit of help that can be afforded from this source.
On the ground of close relationship, our economic policies should
have careful regard for the prosperity of Canada, and, as Sir Her-
bert Ames observes, there are eminently practical reasons for such
cooperation now. '

&

An Impolitic Measure

HZE section of the War Revenue Act which imposes additional
charges on second-class postal matter divides the country into
a series of zones for the purpose of determining such rates,
requires a separate rate on reading matter and advertising contained
in publications coming within the second-class designation, and
which further complicates matters by imposing a different rate of
postage for a series of years, is a piece of very unwise legislation.
This is said wholly irrespective of the fact that the increase in
second-class postal rates contains an element of injustice under
present conditions in the publishing business.
Objections to the measure in question rest upon far more import-
ant grounds. . . .
One of the most cherished possessions of this country consists
in the prevailing spirit of nationality. That spirit existed before
the war, but has been vastly intensified by the mighty struggle,
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for we all have been made to realize as never before how vital is
national unity to national existence.

What have been some of the important factors in producing
this spirit of nationality? We are not of one race or clime, but of
many races and climes. We have not all spoken the same language,
but many languages. Our interests were not always the same, at
least apparently, as witness the conflict between the agricultural and
manufacturing sections. Even our ideals of the functions of gov-
ernment itself are not everywhere the same.

And yet, despite these and other differences, there is an
undoubted spirit of Americanism abroad in the land, which may be
felt as clearly in the farthermost South as in the farthermost North
—on the Atlantic and on the Pacific shores.

Answering the question raised above, it must be admitted that
the spirit of the colonial settlers did much to make this a compact
nation. At the birth of the Republic, almost, they welded the
straggling colonies into a union which later was indeed threatened
‘but which has never been dissolved and never will be. As means of
communication developed, the early settlers of the Atlantic Coast
gradually moved westward—some from the South into Carolina,
Pennsylvania and Kentucky; others from the North into New
York, Ohio, Indiana and Illinois; and, later, there came from these
sections again the migration across the Mississippi and to the Far
West. Thus the streams of our civilization, arising from a simnilar
source, diverged for a time and broadened, only to mingle again
and finally to become united in the broad ocean of nationalism.

This is no mere picture of the fancy, but an actuality known
and witnessed of all who have been students and spectators of our
national growth and development.

Means of communication, of travel especially, had much to do
with this movement. But hardly less important was the facility
with which ideas were communicated quickly from one section of
the land to another. And this facility of spreading ideas has had
as its chief instrumentality the innumerable newspapers and maga-
zines, circulating now by the millions with no reference to geo-
graphical limitations prescribed by the place of publication. By this
means—not exclusively, but largely—a real national public opinion
has been created. The United States of America has thus become
a nation, not a mere aggregation of parishes held together by no
substantial ties.

If the second-class postal rates are so changed as to fix the charge
for transporting such publications according to the zone system, it
will tend to limit the circulation of newspapers and magazines to the
zone of publication. In other words, to substitute for the present na-
tional periodicals others whose viewpoint will tend to become local
and parochial. Does any thoughtful person believe that, under pres-
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ent conditions especially, the country can afford to take such a step?
Ought we not to safeguard our national spirit as one of our most
priceless possessions, and jealously protect it from any measure
that would even tend in the slightest toward its weakening or
destruction? Shall we learn no serious lesson from the disintegra-
tion with which Russia is now cursed?

Again, why should advertising be penalized as something to be
discouraged and repressed? Does not advertising render a service
of great value to the manufacturer, the merchant, and to the buyer
as well? Is it not one of the important factors in our national
prosperity?

If the Government believes, under all the circumstances, that
the publishers of second-class mail matter ought to pay heavier rates
of postage, let there be a flat increase in the pound rate, irrespective
of zones, or of advertising, for the reasons stated.

Accumulation of Gold in the Federal
Reserve Banks

THE process of accumulating gold in the Federal Reserve
Banks has now resulted in bringing about two-thirds of the

country’s total gold stock into these institutions. Before the
process ends this percentage will be still further increased until
substantially all the country’s gold is either held by the Federal
Reserve Banks or by the Treasury. There is held by the latter
some $250,000,000 of gold as a part of the reserve which the Treas-
ury is required to hold for the redemption of United States notes and
to maintain the parity of other forms of money coined or issued by
the United States, and for other purposes.

This may not be an opportune time to simplify the country’s
financial system, but in view of the rise in value of silver and the
comparative unimportance of United States notes relative to the
whole volume of the currency, the necessity for a special gold reserve
to be held by the Treasury practically disappears. Of course, so
long as there are United States legal-tender notes outstanding, and
so long as there are legal-tender silver dollars of less intrinsic value
than their face imports (or certificates issued against such dollars),
adequate provision should exist for the redemption of these obliga-
tions in gold. If the silver issues, under the recent policy, were
permanently discontinued, the current redemption of the United
States notes would be a small matter, which could doubtless be cared

3
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for through the Federal Reserve Banks, the Government making
necessary transfers of gold to these institutions for that purpose.
In the long run it woulg work out so that the gold which the Treas-
ury holds would serve as a cover for the issue of additional Federal
Reserve notes. This plan would involve the ultimate retirement of
the greenbacks and would be open to one serious objection—it would
leave the country without any legal-tender paper, and thus tend
toward encouraging the bestowal of that function on the Federal
Reserve notes—a danger which should be carefully avoided.
Going back to the accumulation of gold in the Federal Reserve
Banks, there is no doubt of the wisdom of such a policy under pres-
ent circumstances. Substantially this places the country’s gold
reserve in the hands of the Government—where it ought to be in a
time like this. For the purpose of hand-to-hand circulation the
Federal Reserve notes, with their present gold cover, supply all
reasonable demands of soundness and safety. :

&

A Corporate Farming Enterprise

NDER the presidency of Thomas D. Campbell, an experienced
large-scale farmer of Grand Forks, North -Dakota, the Mon-
tana Farming Company has been organized with a capital of

$2,000,000. Associated with Mr. Campbell as directors are the
following: J. S, Torrance, San Francisco; Frederick W. Stevens,
Ann Arbor, Mich.; J. P. Morgan, Charles H. Sabin, James A.
Stillman, Charles D. Norton, Maxwell Upson, Francis H. Sisson
of New York.

It will be the aim of the new organization to furnish facilities for
the growing of wheat on some of the great Indian reservations in
Montana and Wyoming, with the possibility of bringing under culti-
vation in the near future from 150,000 to 200,000 acres of choice
land, a substantial part of which is already under irrigation. Secre-
tary Lane of the Department of the Interior is reported as favoring
the plan as a means of increasing the production of wheat.

The experiment will be watched with interest, for it represents
an attempt to apply to farming some of the same methods of man-
agement which have proven successful in other lines of business.
Of course, farming can best be carried on by farmers; by men who
have experience and have demonstrated their ability to produce corn,
wheat and other crops, It is not probable that Mr. Morgan, Mr.
Stillman, Mr. Sabin and the other well-known financial gentlemen
associated with Mr, Campbell in this enterprise will themselves plow
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the ground or sow and reap the wheat that will be grown on this
vast and fertile domain. But they will do some things of almost if’
not quite equal importance, and will supply some elements hitherto
lacking among too many of our farmers. In the first place, they
will operate with sufficient capital, not borrowed, but provided out
of their own funds, thus bringing to the conduct of farming all the
well-understood advantages which follow the possession of capital.
Besides, assuming that the gentlemen comprising the board of direc-
tors will exercise the same shrewdness that they have shown in other
lines of business, they will avail themselves of the most efficient man-
agement, the latest implements and machinery, and the best labor.
Nor will they fail to see that the most prolific seed grain is used, and
that fertilizers are such as the particular kind of soil needs—that is,
if the virgin prairies of Montana and Wyoming require any chem- -
ical stimulation of plant growth. Proper systems of accounting
may be expected to afford a trustworthy guide as to the success:
of the undertaking.

There has been a good deal of complaint of haphazard farming
methods. How far these criticisms are justified is not known. Prob-
ably on the average the farmer conducts his business about as well
as anybody else; certainly he is not lacking in industry and economy.

But the entrance into farming of a corporation with large
capital, directed by men of wide and successful financial experience,
may serve a most useful purpose in supplying to the conduct of
that vital industry some of the elements of financial and business
management which it has heretofore lacked. Should the experiment.
prove successful, it may bring about closer codperation between the
farmers and those commonly classed as capitalists, Quite possibly,
in the course of their experiment, the financiers may get a first-
hand knowledge of some of the difficulties under which the farmers
of the country are laboring. This, at least, may beget a more sym-
pathetic attitude between the capitalists concerned and the farm-
ing community.

G

66 1 HIS is a time for judgment, for patience,
for level heads, for patriotism, and above

everything else, the grit that stands and fights

and never gives up.”’ —Jupce Gary



.

The Thrift Campaign Versus “Business
as Usual”

By C. C. ARBUTHNOT, Professor of Economics, Western Reserve
University, Cleveland, Ohio

“The surest way to defeat would be
to use so much of our economic strength
in the production of unnecessary goods
for home consumption. We should be
economical in the creation of gocds
actually required by ci\’lians and fight-
ing sources.”

HE movements represented by
the slogan “‘business as usual” on
the one hand and the thrift cam-

paign on the other have put so many
able and patriotic citizens into oppos-
ing camps that it is more than desirable
to analyze the conflicting opinions with
a view to making clear the points upon
which the two groups differ.

There is no difference between the
opponents in regard to spending for
what is necessary to maintain health,
strength and efficiency. The crux of the
controversy lies with what the advocates
of thrift call luxuries or goods that in
their judgment could be done without,
with no particular loss of effectiveness
in civil life, public or private. The
“business as usual” advocates refuse to
classify goods as luxuries and necessi-
ties, or regard such classification as im-
practical in operation, or believe the
whole business structure is so unified
that cutting off part will be ruinous to
the whole. They therefore resist begin-
nings in this direction, fearing that such
a policy if started will end in disaster.

There are three main contentions of
the ‘‘business as usual” group whose
examination will bring to light the rea-
sons for the controversy:

(a) The profits of business are neces-
sary to accumulate the wealth required
to win the war.
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() The productive powers of the
country should be speeded up to carry
the war burden in addition to creating
the commodities needed to maintain the
usual level of consumption.

(¢) If the economy programme
should prevail and saving cut off de-
mand for goods, a panic and hard times
would result with irreparable injury.

BRISK TRADING AND PROSPERITY

(a) The active business man who
pursues his interest in buying and sell-
ing goods is very likely to regard brisk
trading as the source of his wealth and,
by an easy step, as the source of the
community’s prosperity. He sees that
commercial activity and ‘‘prosperity”’
come together, and he is very easily led
to believe that this buying and selling
are the causes of “prosperity.” Hence
anything that checks them is likely, in
his judgment, to bring “prosperity” to
a close. Exchange thus comes to bulk
large in his mind as the vital feature
in economic life. From a busy market
comes the money that pays wages, sala-
ries, profits, interest and taxes. Active
buying and selling for personal con-
sumption thus are credited with the cre-
ation of wealth. And propaganda that
tends to check such trading he regards
as detrimental to the general welfare.
He therefore considers *‘the economy
programme” for the period of the war
to be an injurious and dangerous policy
because it will diminish purchases for
private consumption and thus remove
the support from business prosperity.
And business prosperity is required to
yield the funds needcd by the Govern-
ment to carry on the war.
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The emphasis placed upon the mar-
ket shows what an important and vital
part exchange of goods plays in our
modern economic life. Daniel Boone
knew of no such possibilities. Robinson
Crusoe produced his own goods and con-
sumed his own products. Most primi-
tive peoples have done the same. The
economic progress of nations has been
marked by an increase in trading. The
buyvers get something they desire more
than what they give in exchange. The
sellers receive a price beyond their out-
lay in making the goods. Both parties
have gained. These gains of trade the
opponents of thrift think are the source
of national wealth. They seem so on
the surface.

WFHY TRADE IS PROFITABLE

Behind the operations of buying and
selling one should look for the funda-
mental reasons why trading is profitable
for the nation as a whole. Neither buy-
ing nor selling alters the volume of
goods. They serve to put products in
the hands of those to whom they have
the greater value. Modern men who
can sell their products freely and buy
from others are able to specialize and by
confining themselves to the production
of one line of goods they are able to
reach a high degree of efficiency. They
acquire peculiar skill, invent better ma-
chines, discover new processes, open up
the most available natural resources,
and develop a high dcgree of managerial
ability in their particular fields. In
other words, the division of labor, per-
sonal and territorial in adaptation to
natural resources or other local advan-
tages, with all its consequences, so in-
creases the productive powers of the
men involved that great wealth is cre-
ated. Buying and selling are parts of
this system, but not the whole of it,

nor so important parts as to be the -

dominant feature as the advocates of
“business as usual” assume.

The United States is richer than
China because our natural resources
have been developed by enterprising
managers, guiding high-grade laborers,
using labor-saving machinery, in a so-
ciety free from cramping traditions and

political oppression. We are grcater
wealth producers than the Chincse.
Greater effectiveness in production is
the reason for our economic superiority,
and of this productive process our buy-
ing and selling, our market, is an es-
sential feature. But it is an error to
exalt the market, and forget the crea-
tion of the goods bought and sold. Pro-
duction and exchange both are essen-
tial features in modern business, but the
protagonist of spending dwells on ex-
change and the importance of maintain--
ing it as usual, regarding it as the
source of wealth. Holding this view,
he naturally opposes any movement
leading to restriction of sales to con-
sumers, such as would be caused by pri-
vate or public economizing on dispens-
able goods. The more trading the more
gain. The trading with individuals is of
exceptional importance, in his view, be-
cause profit from such business is the
only source of additional wealth from
which taxes can be taken. Trading with
the Government alone would yield
profits, but taxes exceeding these profits
would soon exhaust the market's re-
sources. The profits of the non-war
business, therefore, must be big enough
to pay the expenses of the war. It is
evident that he is constantly thinking
of profits, of gains in money, as the
source of support for the nation in
arms. He is concerned with the ac-
quisition of wealth rather than the pro-
duction of goods.

Production of commodities consists in
giving materials the proper form, carry-
ing them to the desired place, keeping
them to the time of need, and trans-
ferring them to the j.ersons who are to
use them. The advocates of thrift are
thinking of the guns, ammunition, fight-
ing equipment, motor trucks, ships and
so forth that must be produced for the
Government with a limited labor supply
and hard-pressed equipment and scarce
raw material. They see the Govern-
ment’s difficulty in getting supplies fast
enough, not in getting money. Money
cannot be eaten, worn as a protection to
soldiers, or fired out of guns as shrap-
nel. Production of the commodities
needed in warfare is the pressing prob-
lem. We have not been able to make
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and transport the goods fast enough.
The thrift advocates believe that citi-
zens should not compete with the Gov-
ernment in demanding labor and mate-
rial or transportation agencies for un-
necessary private purposes when they
are needed for national defence. It is
regarded as wrong to turn mechanics
and material from making motor trucks
for the army or ships to making dis-
pensable cars for private enjoyment; to
take wool for superfluous clothing when
the supply is short; to run unnecessary
passenger trains when essential freight
should be moved.

The champion of business as usual
sees clearly that food products should
not be wasted. They are products of
nature, he asserts, without stopping to
reflect that iron is a product of nature,
and so are wood and stone and cotton
and wool. He urges that we save prod-

ucts of nature but not money. Pass the

latter out freely in exchange for goods.
It is not destroyed. It circulates un-
diminished, making the wheels of com-
merce turn, making business brisk, thus
supporting the market, which seems to
be the source of wealth.

It is true that money does not wear
out in any marked degree when serving
as a medium of exchange, but people
who spend freely are consuming freely,
and this consumption is reducing the
amount of available commodities in ex-
istence, all of them more or less directly
the products of nature. Buying dis-
pensable articles means that the pur-
chaser is withdrawing from the Govern-
ment unnecessarily what might have
been used to military advantage or ar-
ticles whose production required mate-
rial and labor which would have been of
more service to the nation if used for
making necessary commodities. Spend-
ing unnecessarily means consuming
products of nature and labor unneces-
sarily, hence in times when nature’s
products and labor are scarce as now
such spending is wasteful and destruc-
tive and a war-time menace.

Patriotic people who save now do
not “sit tight on the nickels, squeeze
the pennies, and help deaden the
world,” as opponents of thrift think.
They promptly invest their savings in

Liberty Bonds, saving certificates, or
thrift stamps. The purchasing power
is transferred to the Government, not
lessened. Instead of being spent for
unnecessary personal use, the money is
spent for essential national purposes.
Business is stimulated, but it is not in
the field of buying and selling for pri-
vate consumption or civil purposes of
no pressing importance. The saver who
lends the Government stimulates the
kind of business activity required to
win the war, not the kind that caters to
personal indulgence in unnecessary out-
lay. The diversion of spending from
the individual to the Government will
not reduce the volume of spending. It
will lead producers to turn their prod-
ucts of nature and labor from the crea-
tion of dispensable commodities to the
creation of war supplies.

UNEQUALED ACTIVITY IN CREATING
ESSENTIALS

Saving and lending to the Govern-
ment will lessen the businesses that have
served consumers directly and force a
shifting of capital and labor from lines
whose trade will fall away. This will
be a hardship and one not to be treated
lightly. But if the labor and material
required to win the war are scarce, then
the sacrifice of the less important must
be made, hard though it will be on es-
tablished lines of trading.

Because certain lines of retail distri-
bution may be cut off, or the production
of certain commodities be reduced or
stopped, does not mean ‘“hard times”
to the country as a whole. Notwith-
standing the unfortunate and regret-
table injury to the persons whose busi-
ness declines, the country as a whole is
bound to be producing and consuming
a greatly enlarged volume of necessary
commodities. There will be unequaled
activity in the creation of essentials for
public and private consumption. La-
bor, capital, natural resources and man-
agement are going to be pushed to the
limit to create what we must have to
sustain the war and the civilian popula-
tion. This productive activity will be
the source of the wealth available
through taxation for the support of the



THE BANKERS MAGAZINE 19

war. In this vigorous necessary busi-
ness will the nation’s economic strength
be found, not merely in the profits of
trading in dispensable goods, upon
which the business as usual man fixes
his attention and upon which he places
his reliance for the money needed to
support the war, thinking as he does of
the profits of the market as the source
of national wealth. Individuals may
get rich through acquisition from other
individuals in the process of trading.
But our national wealth is not acquired;
it must be produced.

The first error of those hostile to
thrift lies in treating the problem of
increasing national economic strength
from the point of view of individual
trading profit instead of considering the
question in its fundamcutal character,
the production and cunservation of

WHY ECONOMY I8 NECESSARY

(b) It cannot be made too emphatic
that one of the fundamental reasons for
the difference of opinion here consid-
ered lies in differing estimates of the
country’s productive powers. The ad-
vocates of business as usual assume that
production can be expanded to carry the
peace load plus the war burden. Those
who urge economy believe that the la-
bor, material, capital and management
available are not able to create more
than enough goods to meet necessary re-
quirements of the civilian population
and the imperative needs of war. We
have to get along with fewer de luxe
trians, parlor cars, and private coaches
in order to release men and motive pow-
er for handling essential passenger and
freight business. There will be no de-
cline in the railroad business. Its vol-
ume will be greater than before and the
total earnings will not be reduced,
though the Pullman Company’s income
may fall off.

England, France and Germany aban-
doned business as usual because they
had to do so. We will have to do the
same because no country involved can
produce the goods demanded by cus-
tomary peace expenditure and the
wastes of the Great War. False pride

should not blind us to the fact that we
cannot do what neither our Allies nor
our foes have been able to do.

The surest way to defeat would be to
use so much of our economic strength
in the production of unnecessary goods
for home consumption that we would be
weakened in the creation of the goods
actually required by civilians and the
fighting forces.

The saving programme does not pro-
pose that civilians do without what they
need for health, strength and efficiency.
It merely asks that productive power be
turned from the creation of what can
readily be done without to the produc-
tion of civil and war necessities. There
is every probability that this shifting of
labor and capital and management will
be accompanied by hardship in many
cases. Everything should be done to
prepare for it and plans made to ease
up the strain wherever possible. But
the process will have to go on if the
maximum national strength is to be ex-
erted against the enemy in the shortest
possible period. Early, voluntary con-
centration of the country’s strength
against the foe will hasten the end of
the war. Late enforced economy will
be the result of a longer struggle, with
vastly increased loss of life and treas-
ure.

The second fundamental error of
those opposed to thrift is due to the
assumption that our productive strength
is sufficient for even more than usual
business plus war nceds. It is a mis-
taken attitude and will be abandoned
under compulsion if not willingly, when
the war stretches itself out to an ex-
hausing length.

FAILURE TO SPEND MONEY AS A CAUSE OF
HARD TIMES

(¢) The danger of business depres-
sion due to the possible adoption of the
policy of cutting off spending for dis-
pensable goods is threatened by advo-
cates of business as usual and they cite
the panics of 1893 and 1907. Both of
these disastrous times were due, in their
judgment, to the saving in the years
just preceding them as indicated by the
increases in savings deposits. If the
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people had spent this money instead of
putting it in the banks they would have
avoided the hard times. They allege
that saving led to business depression
and an actual loss of money by the
savers themselves.

Failure to spend freely has been as-
signed as the cause of hard times by a
number of theorists. Socialists have ar-
gued that prosperity ceases because of
underconsumption on the part of under-
paid laborers. Hobson declares the
forced saving of the overpaid wealthy
has the same effect. As a matter of
historical fact the record shows that the
initial trouble is not located in the mar-
ket for consumers’ goods. Mitchell in
his book on ‘““Business Cycles” points
out that “it was a series of bank failures
in New York which turned the crisis
of 1907 into a panic” (p. 515), and
declares in regard to the distress in both
1893 and 1907 that “Retail trade in
fact seems not to be curtailed seriously
outside the largest cities until a pamec
has closed many industrial enterprises,
put others on short time, and led to the
widespread discharge of wage-earners.
Then, of course the shopkeeper sees his
sales fall off, as the merchant and manu-
facturer had several weeks earlier” (p.
538).

To understand the cause of depres-
sion one must first look to the reasons
for prosperity and its decay. Prosper-
ity is a variation above the general level
of business activity. Depression is a
variation below the general level, if we
may assume there is such a general
level. Prosperity is as abnormal as de-
pression. The normal condition is the
swing from one to the other.

The periods of prosperity that have
marked our economic experience in the
last half-century have had their origin in
extensions of business made in the pur-
suit of exceptional profits. The hope of
these large gains may arise out of the
development of new natural resources
like the opening of parts of our Middle
West before 1873 and Canada’s West in
the period before the Great War; or the
exploitation of new industrial processes
like the electrical and chemical indus-
tries; or out of war demands, like the
present situation; or the recovery from
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a period of depression may reveal op-
portunities for large gains due to gen-
eral conditions, such as low interest
rates, prices of materials, and wages,
and depleted stocks of goods. What-
ever the reason for the hope of gains,
the pursuit of them starts a quickening
in the basic industries. More capital is
invested, productive facilities are in-
creased, materials demanded, and la-
borers employed. The favorable im-
petus spreads from industry to indus-
try. The extensions are built up on
credit very largely and the whole struc-
ture of business becomes interlaced with
banking connections, loans, and obliga-
tions that are to be met out of the an-
ticipated profits and met at agreed-upon
dates. The expected margin of profit is
a wide one. The credit structure built
upon these liberal expectations is exten®
sive in its interrelations with all sorts of
business centering in the banks. When
prosperity is at this height it is near its
end.

When prosperity spreads it raises
prices of materials and wages and rates
of interest, and thus by raising ex-
penses tends to wipe out the anticipated
margin of profit; as, for example. in
manufacturing; or the time within
which the business was expected to
reach the profitable stage turns out to
be longer than calculated, as in the
development of new countries with rail-
ways; or peace puts an end to war de-
mands. Some cause or combination of
causes thus blasts the expectation of
profits.  Debtors who counted upon
these gains cannot meet their obliga-
tions. The credit structure reared upon
the hope of profits collapses. The in-
terrelated businesses and banks break
up. The productive machinery is put
out of order. Unemployment follows.
Prosperity has turned to depression.
Goods are unsalable, prices fall, wages
go down and spending is lessened. Such
is the too condensed story of the rise
and fall of prosperity.

Spending and saving are greatest in
the prosperity that precedes the panic.
That any increase in spending for per-
sonal use then would stave off the dis-
aster is incredible. It would involve
raising prices high enough to yield the
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anticipated profit and continuing to

raise them as expenses would climb; or

speeding up the realization of the pro-
jected scheme such as settling our West
or Canada’s as fast as railways were
constructed, in order to sustain the
boom; or maintaining the present vol-
ume of demand due to war after peace
is won. Prosperity is a stimulated con-
dition of the business world that is not
started by spending for personal con-
sumption and cannot be maintained by
such spending, and that declines for
good and sufficient reasons other than
saving. When the war stops the pres-
ent prosperity will cease and a period
of depression set in, but it will not be
due to saving from personal expendi-
ture.

The third error of the spending group
lies in assigning too great influence to
personal spending as a factor in deter-
mining good and bad times. The role
it plays is subordinate to other major
forces whose influence dominates. The
mistaken interpretation is an old one.
Most readers will readily recall the
“sunshine movements” and ‘‘National
Prosperity Associations’” that were
started after the panic of 1907 in the
belief that the trouble was *‘psycholog-
ical.” If everybody would cheer up, it
was said, and spend as usual, the de-
pression would vanish. But the depres-
sion remained.

SBELFISH GRATIFICATION MUST GIVE WAY
TO PUBLIC NEEDS

If this country is unable to meet its
needs and help the allies there is no
other country to which we can turn. It
is imperative therefore that we bend
our energies toward the public defence
and give up selfish gratifications where
they are not necessary to maintain
health and efficiency. The business ad-
justments required should be made as
speedily as possible and every effort
bent toward changing from the creation
and distribution of goods that individu-
als can readily do without to the manu-
facture of what the war demands. The
necessities for the armed forces and the
civilian population must come before
luxuries for any. The task of providing
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the necessities is big enough to employ
all the capital and labor that can be
organized into productive units. Not
less business but more essential business
is the nation’s programme. Business
men can and will help to save the coun-
try in this crisis, and consumers can
give them the encouragement and com-
mand to turn from furnishing luxuries
to the production of necessaries by pur-
chasing only the latter. The money thus
saved can be loaned to the Government
which will spend it for war purposes
and so keep essential industries going
full blast.

SUMMARY OF ARGUMENTS

The outstanding criticisms of the
policy of business as usual may be
summed up as follows:

(a) The war will be fought with
products rather than with profits, es-
pecially profits on unnecessary goods.
Produced commodities rather than trad-
ing gains are the nation’s need. The
important products are the necessaries
of civil and war activities. Withholding
productive energy from making these
essentials in order to continue making
dispensable luxuries is pursuing private
profit without regard to the public loss
involved.

(b) Experience has shown that no
nation can support its peace style of liv-
ing and carry on a modern war. The
need for commodities and transportation
in present-day warfare is beyond any-
thing that could have been imagined a
decade ago. All economic wastes and
items of secondary importance must be
given up for the chief end toward which
all possible energy must be bent.

(c¢) Existing business prosperity
rests upon war demands. General pros-
perity never originated in luxurious ex-
penditure for personal use, nor have
general depressions in trade resulted
from savings. Ceasing to spend for un-
necessary goods will injure some lines
of business and force capital and labor
to move, when possible, to other fields,
but the high pressure of war demands
and the essentials of the civil popula-
tion will allow no slackening of general
business.
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This criticism is not a demand that
business be wrecked as a patriotic sac-
rifice. It is a plea for planned, speedy,
and suitable readjustment of buying and
selling to enable us to turn the maximum
energy of the country to national de-
fence. The harder and quicker we hit
the sooner it will be over. If the war
stretches out for a period of years ne-
cessity will force in rigid fashion with
attendant losses what reasonable fore-
sight might anticipate with a minimum
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of injury. People who will not be per-
suaded now will later have to yield to
the stern logic of events. Business men
who do not read aright the signs of the
times are a menace, and the people who
encourage by their patronage the devo-
tion of capital, labor, material and man-
agement to the production of dispensa-
ble goods are wasting on themselves
what should be yielded patriotically to
their country.

Y

Bankers Roll of Honor

THE BANKERS MAGAZINE invites its subscribers to send
in, each month, a list of the names of their officers or em-
ployees who have died during the preceding month while
engaged in the military or naval service of their country.

The list should include the name, company, or naval rela-
tion of the person concerned, and also his connection with

the bank, with the title and location of the bank.




Letter No. 3 of the New Series

By W. LIVINGSTON LARNED

The Lovable Philosopher mingles Business Sense with Human Sentiment, and looks

deep into the comedies and tragedies of His Small Town.

Conflict as it relates to Banking.

Friend James:

OU ask me if, out in our town, the

i people are at last awakening to

the peril of the situation. Do
they appreciate that it is more of a
case of NECESSITY than PREFER-
ENCE? I'll answer that question with
an emphatic “Yes!”

But I do not blame our people for
this period of protracted self-adjust-
ment.

America is not barbaric at heart.
She has been unwilling to BELIEVE
that such necessities could arise. Peace-
loving, we have looked at War through
the thin haze of battle-smoke. It was
far, far away. We thought that per-
haps newspapers exaggerated. It could
not be so bad as was described. Of
its own great, bloody momentum, it
would soon stop.

I rather think I had the same gen-
eral impression. From my window I
could look out upon a peaceful, tree-
shaded village street, where God-fear-
ing men and women walked. The hills
around us, as Springs came, poured
their green wealth into plcasant, happy
avenues of hope and brother-love. And,
while I read a great deal of War, I
could not BELIEVE what I read.
There was no way for me to parallel
these two—War and Pecace.

The Crisis of the Great

Then, one day, the seven-fifteen, from
up Canada way, brought Young Mr.
Bob back home. They had to carry him
down the steps and over to the carriage.
Both legs were gone—and he was
Blind!

But God had given that boy a new-
born patience and resignation, when
War took the body. He only smiled.
There was no anger in the heart or soul
of him. I went out to his house, after
his Mother had been given time to near-
ly love him to death and to fight the
changed order bravely (she is a South-
ern mother and it came natural to her),
and young Mr. Bob told us of his bit
abroad.

He had volunteered nearly three
years before—gone with a Canadian
regiment, because he KNEW the issue
was right and because he had somehow
sensed what destiny had in store for the
rest of the World. ¥

His Mother will have need for that
sublime courage of hers. The remnant
of her son is wheeled out into the little
garden, down the paths lined with old-
fashioned flowers, and children peep
over the fence and gape in wide-eyed
terror. For Mr. Bob is sadly, terribly
changed.

It was then I first understood what
this War meant. It had’ been a long
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while coming. I grew grave and old
and strangely retrospective. I began to
search out ways for HELPING. And
that’s what every man and every woman
and even the children are learning to
do, Jimmy. The change has come. Just
as England and France at last learned
to repeat—so with America—"“We're
All In 1t.”

*  * »

IVE men from this town went

abroad—to the firing lines—Ilast
week. They were not young men. They
did not wear fighting regalia. But they
were none the less soldiers. These
friends were past forty. We belonged
to the same Lodge—the same Golf Club.
Two were prematurely grey. One was
a father. All had handsome incomes
and were MEN of vigorous, moral
calibre. They dropped their life-long
responsibilities almost over night, to go
Over There. No salaries—no material
reward, aside from the peace of mind
8o closely identified with Duty per-
formed.

Cablegrams had been received from
the Y. M. C. A. Headquarters in Eng-
land, Italy and France. This type of
manhood was wanted without a mo-
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ment’s delay. They MUST respond.
Here was a Service to be rendered God

. and Mankind that was as truly heroic

as any dressed in the more picturesque
habiliments of modern warfare.

The men went cheerfully—heads high
and pulse beating time to the ripple of
the flag they loved. It was the sort
of sacrifice that gives us back all our
confidence in the BIGNESS of human
nature. Heroes are thick as violets in
a Spring wood. They are everywhere
—on all sides and in all walks of life.

And these men were selected because
of their solid, safe, dependable qualities
and qualifications. They were chosen,
not because they were well-to-do, but
because they had proven themselves
WISE enough to save.

*  * *

E have a sort of Dickensonian
character in our Village. Heis a
blend of Micawber and Mr. Pickwick
and an assorted job lot of intensely
human vices. He is a likable, entirely
irresponsible money slacker. He can't
seem to save.
Still, everyone likes him—loves him.
He is welcomed wherever he goes. He
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is exceedingly good company. You find
it difficult to reprimand him. He is a
plausible profligate. There are many
such men, you know.

Now, I have never found it in me to
cither tolerate that man or condone his
weakness. He has no bank account and
therefore has no financial stability.
People love him but they would not
trust him for a dollar’s worth. Money
trickles through his jovial fingers. And
he is always laughing while he’s spend-
ing. You know the type.

I am morally angry at him. I do not
care for his smug observations of life.
I will not nod and smile as he passes.
When I am frank with myself, I feel
that it would be a pleasure to kick this
fellow.

Temperamentally incapable even, of
FEELING ashamed, his suffering and
his lost pride are assumed by his fam-
ily. They must do it for him. The
wife wears shiny, shabby clothes. She
is embarrassed as a constitutional, in-
grown state. She looks half-nourished
and I suspect that the table she is forced
to set is a meagre one. There are tears
always about to form in her mild, pa-
tient eves. Her fingers are rough from
darning. Her children are never seen
at parties and their little toes poke from
worn shoes. Deep in the eyes and
hearts of all three, you may read mortal
tragedy and suffering.

How often it is that we are totally
blind to the suffering we cause others,
when it is OUR suffering they shoulder
—the fruits of our shortcomings!

At the Tavern he is popular. He is
forever buying something for someone.
But not his own family.

* * »

T a dinner given to a group of bank-
ers not long since, a well-known
architect made a brief address. I find
contractors and architects particularly
interesting. They are creators of eco-
nomic and business Empire. They are
the Housers of Ambition. They con-
struct the nests for all of us.
One thought set forth by this archi-
tect impressed me deeply.
“I am always pleased when I am

A little boy of my acquaintance is a very
much harassed and humiliated chap. His father
Is an obdurate man, who does not beiicve in
letting children have spending money. A quar-
ter spent for a baseball bat becomes almost a
crime. Candy {8 forbidden fruit because it
costs something. The boy {8 made to feel
that it is criminal to spend.

And what a mistake all this is! The wise
father is the one¢ who allows his growing boy
a moderate ‘“income” and who impresses upon
him the wisdom of setting apart SOME of it
and buying wisely with the other. There is

give and take to this matter of childhood’s
spending.

commissioned to create the plans and
specifications for a bank,” said he; “it
is an assignment I reverence—respect.
For Banks are the hatcheries for Love,
Ambition, Hope and Success. It may
almost be said that they are above and
beyond even the HOME. For without
the bank there could be no home in our
present-day sense. It is the beginning
and the happy ending of Life’s ro-
mance. Indirectly, it cradles the babies
and is a safe haven for the aged. It is
a labor of love to draw the plans for
an institution of this kind. Banks and
churches—God bless them—they are
the stabilizers of all Humanity.”

And I shall never forget the compari-

son.
*  * »

THERE are various and variegated
opinions about Henry Ford. One
opinion, however, is firmly established
and unchangeable—Mr. Ford has made
a conspicuous success of a business that
brings a great deal of happiness into
the lives of a great many people.
Henry Ford belongs to the same
rugged stock that has given us the Car-
negies and the Hills and the Schwabs—
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he began life as a poor boy. He is a
product of unflagging, unwavering con-
fidence in an ideal. That ideal, by the
way, is found to be mixed with untiring
personal effort. Really big men are big
workers.

Mr.: Ford says that the first silver
dollar he ever earned was a wonderful
thing to him. He couldn’t quite make
up his mind what to do with it—its mis-
sion—how it was to be spent. In the
days of Ford’s youth a dollar’s worth of
nickels meant an imposing fortune to a
farmer’s son.

And in the midst of the problem as
to just what he would do with that first
hard-earned dollar, the boy Ford de-
cided that if the money could just be
made to earn another honest dollar it
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would be serving the best purpose of
all. Every one is perfectly aware of
the magnitude of Henry Ford’'s final
achievement. That first disc of silver
fell in fertile soil. No man to-day, at
the head of a great industry, more suc-
cessfully masters the subtle art of wise-
ly directing employees and the wage
question. Ford workmen are prosper-
ous, frugal, thrifty, saving. Compul-
sory bank accounts on their part grad-
ually become willing bank accounts.

And yet Mr. Ford doesn’t look upon
money for its material worth. He says
so himself. His theory is that money
isn’t of so much consequence in life.
It's the worthy things that follow in
the wake of saving that bring the
REAL happiness.

[y

TS

may eventually survive.

Four Things to Have in Mind

1. The seriousness of the war—the necessity that it
be prosecuted as the chief activity of the nation, at
the cost of individual needs and preferences.

2. The fallibility of all men, and therefore all public
servants; the unescapable fact that no man or body of
men could run even a little war and please everybody—
and this war is the biggest war the world has ever seen.

3. The fact that our Government recognizes the ne-
cessity that business proceed so that the difference
between income and outgo shall be as great as possible on
the credit side—so that there may be profits and savings
out of which to pay for the war.

4. The fact that in times like these the individual
is of small consequence; the private need or preference
is swallowed up in the public necessity—to the end that
private needs and preferences and individual freedom

—Harvey WHirrLE

4.




Interest Accrued Receivable and
Unearned Discount

By HOWARD M. JEFFERSON, Auditor Federal Reserve Bank,
New York

(Continued from June Number)

EXPENSES

THE daily accruing of expenses is

neither so easy nor so accurate a

process as accruing earnings, but
results can be obtained which will be
very satisfactory. If inclpded in the
daily statement in the same way as the
interest accrued and the discount
earned, the resulting statement will al-
ways be up to date and violent fluctua-
tions of all kinds will be eliminated.

The chief items of expense are:

Interest paid on deposits.

Rent.

Taxes.

Salaries.

Stationery, printing and supplies.
Furniture and equipment.
Miscellaneous items.

The first of these accounts causes the
most violent fluctuations in the expense
section especially where interest is cred-
ited quarterly or semi-annually. An ac-
tual figure might be found each day by
running through the ledgers, taking off
all interest-bearing balances and calcu-
lating one day’s interest on the total.
This, however, would serve no other use-
ful purpose and would be a fearful
waste of effort. An estimated figure
will prove quite as satisfactory and be
much easier to obtain. Moreover, most
banks calculate interest monthly, and
when this is done the accrued figure may
be revised and proper adjustments made
in the accrual figure.

In order to start this accrual, the av-
erage cost of deposits for at least six

months should be taken so as to make
the calculation as accurate as possible.
After having a start, the monthly re-
vision of the rate and the adjustment
of the account will keep the daily cal-
culations so nearly accurate that no one
could possibly question them. For
those who have not prepared averages
in this way the following suggestions
may be helpful:

First find the average daily deposits
for the period to be reviewed by listing
the totals of each day’s deposits as they
appear on the general ledger. Then
divide this total by the actual number
of days in the period under review. Be
careful to carry Saturday’s total in
twice so as to provide for the interest
accrued on Sunday. It will be found
desirable to calculate these averages to
a natural closing period when all inter-
est is paid or credited so that the ac-
crual record may be started with a clean
slate.

The next thing to do is to analyze
the interest paid during the period
under review and eliminate any amounts
that represent interest applicable to the
period prior to the beginning of the pe-
riod. Then reduce the interest actually
paid during the period under review to
an annual basis. Divide the estimated
interest paid for one year by the aver-
age amount of "deposits, and the result
will be the average per cent. costs of
deposits. Every step in the process is
important, and the calculations should
be checked very carefully.

The estimated accrued interest pav-
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able should be determined each day by
finding one day’s interest on the total
deposits at the determined rate. The
memorandum of this daily accrual
should be entered in the proper columns
in a record similar to that shown in
Figure 5.

Accruen Inreresr FPayasic
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In order to pass entries through the

' books each day, it will be necessary to
charge Current Expense with the daily
accrual and to credit a reserve account,
which may have any acceptable title—
such as, Reserved for Expenses, Pro-
vision for Disbursements, or any other.

Ano Resarves ron Exrenses

Ony Accavao Inranasr Payas.a Masonwvao | Pesanvao |Posenvan Terme
e AoR
Torns Oarosivs Aare Zvranas T 7A :'.‘ le.f ExPENGES Nasanves
Figure 5

Entries should be passed as follows:

Accrued Interest Payable to
Reserved for Interest Accrued.

The debit account should be closed
into Profit and Loss at the closing of
the books in the same manner as Inter-
est Paid. The reserve account should
be charged with all payments of inter-
est to depositors.

If a banker were to have before him
each day the average earning power of
his investments to which reference has
been made in a preceding article and is
able to compare this with the average
cost of his deposits, he is in a position
to know how to deal intelligently with
problems affecting both sides of his bal-
ance-sheet.

Some of the other expense items are
more or less fixed charges and so may
easily be reduced to a per diem basis.
Others may be estimated on the basis
of the expenses of previous years,
proper allowance being made for in-
creases and decreases due to changes
in operating details. The per diem ex-
pense may be reduced to an exact figure
by establishing budgets for the various
departments and insisting upon their
operating under the amount assigned.
Any process may be used so long as it
gives a reasonably accurate estimate of
the daily current expense.

The actual expense bills should be
charged to this account when paid.

OTHER EXPENSE DETAILS

A brief study of some of the othcr
expense details may be helpful. Rent,
for example, is a fixed charge. The an-
nual rental should be divided by twelve
and then by the actual number of days
in the month for which the accrual is
to be established; thirty-one in Janu-
ary, twenty-eight in February, and so
on.

Franchise, real estate, income, war
and excess profits taxes should be esti-
mated and the amount to be set up in
the accrual account determined for each
day in January, February, March and
the other months in the year. In each
case the monthly amount should be di-
vided by the actual number of days in
the month, Sundays and holidays in-
cluded, in order to determine the daily
amount to be accrued.

Salary expenses may be reduced to an
accurate daily basis. Establish a
memorandum account showing on the
one side the total salary roll liability
for the month. Credit the account with
the net amount of all increases and debit
it with the decreases also reduced to a
monthly basis. Make proper allowances
for parts of a month. Divide the re-
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sulting balance by the number of days
in the month. Revise the record from
month to month in order to keep the
accrual figure exact.

The variable expense items, such as
stationery and supplies, telegraph and
telephone, carfares, light, heat and
power, etc., etc., must be studied and
the amount to be accrued determined
after careful analysis of these items for
a period of six months or more.

Do not fail to allow for Sundays and
holidays in full, for while the vault door
may be closed, the tellers’ cages vacant
and the bookkeepers’ desks covered
with upended stools, the loans and in-
vestments are working and it is well
known that interest on deposits, rent,
taxes and salaries go on forever.

How analyze new expense accounts
for comparative purposes? Well, per-
haps on both sides. Make an elaborate
analysis of current expenses from the
debit side of the reserve account and
an extremely simple analysis of the
credit side.

o
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If furniture and equipment is carried
as an asset an appropriate charge
should be made to current expense each
day as a depreciation charge. If
charged to Current Expense, as bought,
include in the budget or estimate and
accrue in the same manner as other
items.

Among the expenses of a bank, as
well as any other business, are some
that are paid in advance. Among these
items are premiums on fidelity bonds,
fire insurance, and sometimes a part of
the real estate tax. As a rule they are
so small compared with other expense
items that they are not considcred as as-
sets. If they comprise an appreciable
part of the expense account they should
be distributed daily by charging the
payments to Expenses Paid in Advance
in the first instance and then by charg-
ing Current Expense in the daily ac-
crual and crediting Expenses Paid in
Advance. Other earnings and expenses,
if any, should be reduced to a daily ba-
sis and entered on the accrual sheets.

No Prussian-Made Peace

(From an Address by Hon. Robert Lansing, Secretary of State)

ET us understand that a Prussian-
made peace would not be the end;
that it would only postpone the final
struggle. Now that this war has come
upon us we must carry it through to a

decision. We must not transmit to fu-
ture generations the germs of militarism.
From the spirit of despotism, which
has caused this awful tragedy, this war
must free the world. We have suffered
enough. The nations must never endure
such black days of agony as those in
which we are living.

It is the supreme task of civilization
to put an end to Prussianism. To listen
to proposals for a Prussian peace, to
compromise with the butchers of indi-
viduals and of nations so that they

would by agreement gain a benefit from
their crimes would be to compound an
international felony, which this Repub-
lic will never do.

Force is the one way to end Prus-
sianism, for it is the only thing which
the Prussian respects. This war for
democracy must be waged to a success-
ful conclusion to make liberty and jus-
tice supreme on the earth. It will be a
bitter struggle, with lights and shadows,
for the foe is strong and stubborn; but
in the end we shall triumph, for we must
triumph or abandon all that is worth
while in this world. May every Amer-
ican so live and so serve that when the
day of victory over the Prussians dawns,
as it will dawn, he may, by right of
faithful service, share in the glory.



The Bank and the Bunk

By WILLIAM GANSON ROSE

CHAPTER 1T

THE BANK

HE young man at the corner was

I looking in his memorandum book.

“This is the street,” he said.
“There’s Third and here’s Main. The
bank ought to be near the corner.” He
stopped a passer-by. ““Can you tell me
where the Lincoln National Bank is?”
he asked.

“Yes, sir,” replied the stranger. “It's
the dark old building five doors down
at the left. It sets back away from the
street.”

“1 walked right by the building with-

out seeing it,” said John Wesley
Crockett. “What kind of an institution
is it?”’

The stranger hesitated. Then he re-
plied, “Why—why, it's old and conser-
vative.”

“M-m-m,” said Crockett with a smile,

“I believe I know the type. Thank
you.”

The young man nodded and hurried
along.

John Wesley Crockett strolled back
to the Lincoln National Bank and then
walked across the street to observe it
carefully.

It was a characteristic of Crockett to
look over every proposition, at least
hastily, before he went into it. He said
his ten years’ experience in the adver-
tising field had proved this a good plan.
Although only thirty-two years old,
Crockett was something of a philoso-
pher. He had written in one of his
business essays, ‘“‘Never move into a
town until you have looked it over, be-
cause the character of a town can be
read in its streets, its buildings, its
pavements, its hotels, its lay-out. Never
sell to, or buy from, a man until you
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have looked him over. His character is
reflected to a degrec in his face, his
hands, his bearing, his clothes, his
speech and his eyes. Never go into a
building without looking it over, because
its character can be read to a degree
in its architecture, its cleanliness, its
windows, its sidewalk, its gloom or its
cheer, and knowing the building helps
you to know the institution it houses.”

Crockett was carrying out this last
bit of advice. The survey he was mak-
ing evidently was not complimentary,
for he smiled rather cynically as he re-
traced his steps across the street. He
paused at the curbstone to look at the
small, badly chipped letters that spelled
out “Lincoln National Bank,” and be-
low the name, “Established 1868."”

Two men were coming out of the
bank, and the first let the heavy swing-
ing door slam back into the second. A
woman was going up the steps, and
Crockett hastened after her to hold the
clumsy door while she entered. He
walked into the old-fashioned lobby and
looked around.

“Old and conservative,” he mur.
mured. “My friend was right. It’s so
old it’s musty, and so conservative it
backs away from the sidewalk.”

Two officers were busy in a sort of
pen at the left-hand side of the en-
trance way. One of them was dreamily
turning over the pages of a ledger, and
the other was adding up long lists of
figures, occasionally shaking his head to
indicate that something did not come out
right. The woman Crockett had fol-
lowed into the bank was the only cus-
tomer just now, and she was standing
in front of a teller’s cage. The teller
was not to be seen, and the woman im-
patiently tapped on the shelf with a
silver coin. In the rear of the room
were a number of clerks working by the
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light of old-fashioned carbon lamps, and
all was very still and very gloomy.

“I can tell how the president looks
without seeing him,” said Crockett to
himself. Then he stepped over to the
pen where the human adding-machine
was getting his totals. Crockett stood
at the rail, but the officer did not look
up. He rapped lightly on the wood-
work, but there was no response from
the adding-machine. Then he waited
until the officer had gone three-fourths
the way through a column twenty inches
long, when he suddenly spoke sharply
and quickly.

“I beg your pardon, sir,” he said, and
the adding-machine looked up woefully,
fifteen inches of good mental arithmetic
having gone to waste. “Would you
please direct me to President Old and
Conserv I beg your pardon, Presi-
dent Ainsworth?” he asked.

The adding-machine moistened his
pencil in his mouth and then pointed it
toward the closed door across the lobby.

“He’s there,” he said, “but he's
busy.”

“Can I wait?”’ asked Crockett.

“Just as you like,” replied the officer.
“He’'s figuring interest, though, and is
not likely to be through before six.”

“I can’t wait,” said Crockett quickly;
and, to the great surprise of the add-
ing-machine, he announced, “I'll see him
now.”

He walked briskly across the lobby,
knocked lightly on the president’s door
and walked in without waiting for a re-
sponse.

Philip Ainsworth Jooked up from the
big book on his old-fashioned roll-top
desk. He was a substantial man, not
yet sixty, but quite gray, a man who
took his work seriously and showed the
effects of long hours. He didn’t like
the present interruption and showed it.

“Well, sir?” he said, sharply.

The young man closed the door be-
hind him, briskly stepped over to the
desk, grasped the president’s hand and
shook it warmly, drew up a chair and
announced, “‘I am John Wesley Crock-
ett.” He accompanicd his statement by
tossing a card before the banker upon
the big book. .

The old man keenly looked the visitor
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over. He glanced at his neat gray suit,
his stylish felt hat, his rather gorgeous
blue necktie, which did perfect team
work with his silk socks, and his mus-
tard-colored oxfords.

“You're from out of town,” said the
old man.

“Thank you—I mean yes, sir,” re-
plied John Wesley Crockett.

William Ganson Rose

“What's your business?” asked the
president.

“The best on earth,” replied Crockett,
“advertising.”

“Um-m-m,” grunted the old man.
“We don’t advertise.”

Crockett smiled. “I’'m quite sure of
that, sir,” he said.

“Our bank,” went on the old man,
“doesn’t need to advertise. It's
old——"

“And conservative,” added Crockett.

The old man looked at him sharply.
He suspected irony, but Crockett looked
very serious.
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“What’s more,” continued the banker,
“T've read enough advertising to know
what it is. It’s cheap and gaudy signs
to get the people to chew gum. It’s
showing pictures of models to make peo-
ple want to look like them and pay ten
dollars more for their clothes than they
are worth. It's writing matter that en-
courages the poor man to buy an auto-
mobile. It’s—it’s—bunk.”

The younger man smiled. “Bunk is
right for some of it,” he agreed; “but
in these days of better business the mer-
chants and manufacturers have found
that it pays to be honest, just as it pays
to advertise, and bunk is giving way to
educational copy.”

The old man shook his head. *“No,
sir,” he protested, “this bank wants no
bunk.”

“I didn’t come here to talk publicity
to you,” said the advertising man; “I
merely came to give vou the once-over.”

“The what?”’ asked the president.

“To meet you and see your bank and
learn whether or not we might be inter-
ested in talking business with you.”

“Whom do you represent?”’

“That’s something I can’t tell you
just now,” replied Crockett. “It's a
company that will make parts to be used
in war products now, and machinery
after the war. It’s related to some big
interests, and it promises to be success-
ful.”

The old man smiled. ‘“M-m-m, I see,
you'’re a stock salesman.”

“No,” laughed the young man, “I'm
here not to sell stock to you but to take
stock of you. Here’s the point. There
are certain reasons why a town in this
industrial district would be the most
practical location for our new plant.
There seem to be four possibilities. We
must be comparatively near iron and
coal. We mustn’t be too far from the
assembly plants that will use our prod-
ucts. We must have the right kind of
transportation facilities, and naturally,
we would want good banking connec-
tions.”

“Have you—have you given the other
possibilities the — the — once-over?”
asked the old man.

“Yes,” replied Crockett, ‘““and not one

of them made good.”

THE BANKERS MAGAZINE

“Well,” inquired Mr. Ainsworth,
“what do you think of our little town of
Holcomb ?”

Crockett looked straight into the old
man’s eyes. ‘“‘You wouldn’t like to
know just what I think of Holcomb,”
he said. “I’ll just sum it up this way.
It looks to me like a town that grew
slowly up to about 1908 and then sud-
denly was cut off from the rest of the
world. It has lost about ten years by
the kind of pace it maintains on prog-
ress road. It's sleepy and it's slow.
It’'s a city in population and an over-
grown village in spirit and appearance.
It's—"

“Hold on,” interrupted the old man.
“How long have you been here?”

“I came in last night,” said Crockett.

“Aren’t you making an estimate too
rapidly ?”’ snapped the president.

“Probably I am,” replied the adver-
tising man, “‘but it can’t be much worse
than it seems to be. I beg your par-
don,” he added; ‘“I told you you
wouldn’t like it. I have the bad fault
of being frank when I have to answer.”

There was a pause. Suddenly the
old man smiled cynically and inquired,
“Well, young man, if not one of the
four possible towns suits you, and
yvou've got to take one of them, what
are yvou going to do about it?”

“Oh, that’s easy,” replied Crockett.

The old man waited, but Crockett re-
frained from going on because he had
cultivated a habit that had proved very
effective in conversation. When any-
body wanted him to tell something he
would generally demand the question
twice, so that his answer would take on
emphasis.

“I say,” repeated the old man, “what
are you going to do about it?”

“Oh, yes,” replied Crockett, as if he
just realized that a further answer was
required. ‘“Why, I'm going to make
over one of the quartet.”

“Make it over!” repeated the old
man.

“Sure,” said Crockett. “Give it civic
spirit. Put an enterprising punch into
the citizenship, capitalize on the natu-
ral resources, develop the spirit of co-
operation, organize the leading interests
into a campaign to make the town a
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better place in which to live and do
business, introduce—but there, you get
me. Renovate, rejuvenate and exhila-
rate !’

The old man pushed the big book
away from him, arose and walked over
to the window. Then he turned back to
the advertising man and began grufily,
“You're—you’re——,” and he shook
his finger as he added a third,
“vou're -

“Fresh,” answered Crockett, “I
know. Rather rough perhaps in the
way I put things. Too much pep for
politeness, aggressive for a young
thing, enthusiastic beyond need. But
then, you must forgive me, sir, I have
been brought up in a live profession,
in a real town, among scrappy asso-
ciates. I never had any lessons in the
other school.”

In spite of himself the old man
couldn’t help but ask, “What other
school ?”’

“Why,” drawled Crockett, “the old
and conservative.”

The old man looked out of the win-
dow again for some moments and then
turned once more to the visitor. “I
suppose,” he growled, “I suppose you've
given this bank the—the once-over,
too?”

Crockett smiled. “I'd almost say it
was a twice-over,” he replied.

“And what do you think of it?”
asked the old man as if daring a re-
sponse of criticism.

“Now look here,” said Crockett, ‘“‘vou
forced me to get you mad once, and I'm
not going to do it again. Your bank is
one of the best examples I have ever
seen—of its kind. I was born long
after the heyday of the kind, and so
I'm not a good judge. Oh, but there’s
something I would like to do more than
almost anything else I can think of.”
And then came another one of his irri-
tating pauses.

“Well, well,” said the old man, “what
is it?”

“I would like to take the ‘con’ out of
vour conservative and throw the accent
on the ‘serve,’ ” replied Crockett. “I'd
just love to play around with the op-
portunities that ybu have here. Why,
man alive, you've got one asset in this
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bank that’s worth more than all the
loose change in your vault.”

He stopped again, and this time the
old man was so exasperated that he re-
frained for fully a minute from asking
what that asset was. Finally he growled
at the visitor, “Well?”

“It's your bank’s name,” replied
Crockett. As he spoke he rose from
his chair and paced up and down the
room, talking in a smooth and convinc-
ing manner that almost fascinated the
aggravated old man. “The Lincoln Na-
tional,” went on the adman, ‘“‘Lincoln!
Why Lincoln National is the finest name
I ever heard for a bank. The great
watchwords in American business today
are service, efficiency and initiative; and
all these were part of Lincoln’s char-
acter. Lincoln! What does the name
suggest? First of all, the highest type
of Americanism and then honesty and
truthfulness and clean character. It
suggests strength, for Lincoln was
strong. It suggests kindliness, for there
never was a man in all the world more
kindly than was Lincoln. Why the very
name is beautiful.” He paused for a
moment and closed his eyes. Then he
concluded, “The Lincoln National—the
bank of the people and for the people.”

The old man stared at him. Sudden-
ly he blurted out, “My grandfather was
the first president, and he named the
bank.”

“Your grandfather” said Crockett,
and he smiled as he knew the shock that
was coming tc the old man, “your
grandfather shculd have been an adver-
tising man.”

There was another pause, and then
the old man said abruptly: “Let’s get
down to business. You're here to look
over this town along with three other
towns to find out where to locate a
manufacturing plant. You visited the
three others, and you don’t think much
of any of them. May I ask how does
Holcomb compare with the towns that
vou have investigated ?”

“The impression I have gained here,”
replied the young man, “is the poorest
of the lot.”

“M-m-m,” grunted the president,
“then Holcomb is out of the running?”’
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“Not yet,” replied the young man.

“Why not?” asked the banker.

“For three reasons,” replied the visi-
tor. “First because you’'ve got the natu-
ral resources here to make a great town,
but natural resources alone aren't
enough. They need a good citizenship to
make a city great. However, Holcomb’s
fundamentals are all right. In the sec-
ond place, a tough proposition always
makes a strong appeal to me; and mak-
ing Holcomb over would be just the
kind of a job I like.” He stopped
short, and the old man eyed him keenly.

“Well, well,” said the president,
“your third reason for considering Hol-
comb—what’s that, sir?”

“The fact,” replied the adman slowly
and quietly, “the fact that you are go-
ing to help me.”

If the president of the Lincoln Na-
tional was shocked before he was, in
the language of Crockett, “flabbergas-
ted” now. He was angry and he
showed it.

“You're presuming a good deal,
young man,” he shouted angrily.

“Yes,” replied Crockett quietly,
“that’s my long suit. I found several
years ago that you can’t get very far
without presuming, and.if you are a
first-class presumer and back your pre-
sumption by a whole lot of desire and
a mind full of will power, it’s one of
the best attainments that a modern busi-
ness man can have.”

The old man didn’t know just how
to come back. “Why—why are you so
cure of my help?” demanded the presi-
dent.

“Because,” replied John Wesley
Crockett, “you are becoming more and
more confident of my ability to help
you. As I am talking to you now, you
are thinking of how I can put the Lin-
coln spirit into this bank; of how I can
carry that spirit to the children of Hol-
comb in the schools; of how I can gain
the interest for this institution, of the
business of Holcomb, by going after it,
instead of waiting for it. You’'re think-
ing that a little new enthusiasm might
be a good thing for the old bank: that
the ideals established by your grand-
father need brushing up a bit. You’'re
thinking ” he stopped short. “But
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there, I'm presuming again, and if I'm
wrong in my presumption, we will go no
further.”

The old man looked at him and didn’t
speak.

Crockett took up his hat from the ta-
ble and then asked, “Would you please
tell me where the Hclcomb National is
located? I feel that I ought to give the
town another chance.”

The old man stared at him sternly.
“The Holcomb National Bank,” he said,
“is located >

The door of the room opened sudden-
ly, and a charming young woman in
white entered.

“Hello, daddy,” she cried cheerfully;
and then seeing Crockett, she said, “Oh,
pardon me, I thought you were alone,
father. I'll wait.” She started to re-
treat toward the door.

“Pardon me,” said Crockett, “but I
was just going.” He, too, walked to-
ward the door.

“Will you come back in an hour?”
asked the old man; “I want another
word with you, Mr.—Mr.—ah—ah—"

“Crockett, John Wesley Crockett,”
said the visitor pleasantly.

“Yes, Mr. Crockett,” said the old
man, “in an hour.”

The adman withdrew and closed the
door after him. He woke up the human
adding-machine to ask where the near-
est telegraph office was, and then hur-
ried out of the building. A few mo-
ments later he dashed off a message
which read:

Amos B. Henderson, Cleveland, Ohio:

Holcomb has possibilities. Ainsworth con-
servative and leary of me. Send him re-
assuring message immediately saying noth-
ing of deal, but much of me.

JOHN.

“That ought to help,” said Crockett
to himself as the clerk clicked away the
message. The advertising man strolled
down to the railroad and then on to the
lake shore, which was only a short dis-
tance away.

“Wonderful transportation facili-
ties,” he obscrved. “But they need
more to transport, and somebody to rec-
ognize the facilities.”

When he returned to the bank he was
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told that the president was ready to see
him, and he reéntered the sanctum.

“Mr. Crockett,” said the banker,
“this is my daughter. Gloria, this is
Mr. Crockett, who represents a plant
that is considering Holcomb as a possi-
ble location.”

The young woman extended her hand,
and as John Wesley Crockett took it
he noticed the strange contrast between
father and daughter. Here was some-
body who was anything but old and con.
servative.

“l am sorry,” went on the banker,
“to have to advise you that I cannot
take up your ideas, Mr. Crockett. The
location of the Holcomb National is at
the next corner, down Main street, on
the left hand side of the way.” He ex-
pected that the adman would retire upon
this announcement of his ultimatum.
But here he was again disappointed.

“May I ask,” said Crockett, “why
you have decided to cut off your bank
from an opportunity that would pro-
mote its progress and help the town at
the same time? Should you adhere to
this decision, Mr. Ainsworth, I am sure
it would always be a matter of regret to
you.”

The old man half unwillingly ex-
plained. “Why, Gloria here has per-
suaded me to go to one of the southern
camps where my boy is a captain. He
is in the hospital, and Gloria and her
mother think that I should go down and
see him. I will take Mrs. Ainsworth
with me and we will be gone a couple of
weeks. I can’t attend to any banking
business now, as we start tonight.”

John Wesley Crockett rubbed his
hands.

““That’s fine,” he said. ‘“All the more
reason why my proposition should be
taken up. Let me come into the bank
at once as a sort of general utility man.
Let me put a few of my ideas into ef-
fect while I am studying the town. I've
got to make my report to the corpora-
tion three weeks from today. I told you
why I favored Holcomb. Give me the
opportunity to prove my first impres-
sions right. Let me try out the spirit
of Lincoln in the Lincoln National, and
then, when you come home in two weeks,
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decide whether or not you'll accept my
plan in its entirety.”

“No, no!” snapped the old man.

“One moment, father,” interrupted
Gloria; “when I urged you to start with
mother tonight, I didn’t mean to inter-
fere with important business. I don't
know what it’s all about, but certainly
Holcomb does need something. I never
noticed it so much as when I came back
from college. And may I ask what you
mean, Mr. Crockett, by putting the
spirit of Lincoln into the bank?”

The adman smiled at the new twist
the conversation had taken.

“It was just an idea I had,” he re-
plied, “of making the bank’s name and
the bank’s spirit and the bank's success
harmonize. Lincoln is my favorite
character, and "

“Mine, too,” interrupted Gloria.

“And I told your father,” went on
Crockett, “that I thought there was an
opportunity to accomplish several things
by my plan. In the first place, from
a business standpoint, the bank could
capitalize upon a sentimental appeal,
backed up by the Lincoln spirit. In
the second place it would afford an op-
portunity to work out the ideals of your
grandfather, ideals he must have had
in mind when he named the bank after
the martyred President. And in the
third place, I can see how this could
be done in such a way as to honor Lin-
coln’s memory.”

“Why, that’s fine,” commented Gloria
enthusiastically.

“It’s mere sentimentalism,” objected
the president.

“Well, in college we learned, in
psychology, that sentimentalism is a big
part of business, father,” came back the
undaunted Gloria.

“But I'm afraid I've over-emphasized
this part of the business,” said Crockett.
“I’'m here to make this a good location
for a hustling big plant. It would mean
a lot for the town. It would mean much
for the bank that relates itself to the
idea.”

“I tell you,” objected the old man
vigorously, “I'm going away and I
haven’t time to take up this matter fur-
ther. Besides, Mr. Crockett, I don’t
know you. You have offered no refer-
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ences, and you state that your plant is
secret in character.”

There was a tap on the door.

“Come in,” called the president; and
a bashful boy entered carrying a tele-
gram. The old man signed the book,
and the boy stumbled out of the room,
while the banker tore open the yellow
envelope. “Pardon me,” he said.

After reading the message, Mr. Ains-
worth looked up at Crockett and then
back at the telegram. “Did you wire
for this when you left the room?” asked
the banker.

“Not knowing what the message con-
tains,” replied the adman, “I am unable
to answer.”

The banker handed the telegram to
the advertising man, and the latter read
it eagerly. It read:

President Philip Ainsworth, Lincoln Na-
tional Bank, Holcomb, Ohio:

Do not try to buy up the services of Mr.
Crockett, in whom I am interested. He's
too valuable to us. Any courtesy you ex-
tend to him will be appreciated by me.

AMOS HENDERSON.

Crockett handed the telegram back to
the banker and smiled.

“I wired for a reference,” he said,
“but, really, I'm too modest to have
suggested one just like this.”

‘““So, Henderson is in the plan, is he?”’
asked the banker.

“He is,” replied Crockett; “and as I
know he wouldn’t want to urge you to
do anything against your will, I don't
feel at liberty to argue the matter
longer. Instead, I think I will go over
and try my efforts on the president of
the Holcolm National.”

“Wait,” said the old man. “What
you propose is introducing some new
ideas into the bank and the town while
I am gone, and to leave to me, upon my
return, how far I will go into arrange-
ments with the new plant.”

“That’s right,” said the advertising
man.

“And what would your charge be,
sir?”’ asked Mr. Ainsworth.

“I’ll leave the remuneration to you
upon your return,” laughed the adver-

tising man.
“Um—that’s fair,” admitted the
banker. ‘“You’ll leave it to me?”’
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“Agreed,” said Crockett with a smile,
and the two shook hands.

The old man summoned the first vice-
president, Mr. Jared Simmons, and
told him of the arrangement with the
advertising man. He instructed him to
codperate in all reasonable ways with
the new member of the force, but not to
permit anything that could in any way
hurt the bank’s reputation. Mr. Sim-
mons looked at the visitor suspiciously
and nodded.

“Come, father,” said Gloria, ‘‘you
have scarcely time to get ready. The
train leaves at six.”

The old man put on his hat and coat
as Gloria went on.

“Father,” she said, “may I come
down and help at the bank while you're
gone? I’'m just crazy to do something,
and I believe I would be of some real
assistance.”

“Nonsense,” laughed her father.
“There’s nothing for you to do here.”

“Pardon me,” put in Crockett, ‘“but
there’s going to be a lot to do during the
next two weeks, and if you don’t object,
I'd like to have your daughter’s help
in some matters pertaining to the town.
I've got to become acquainted pretty
fast to make a showing.”

“All right,” laughed the banker,
“work as hard as you like, Gloria.”

There was a quick good-bye, and
Crockett smiled to find himself aloune
in the President’s office. “I hope,” he
murmured, ‘“‘that Mr. Ainsworth takes
a good look around as he goes out, be-
cause it will be his last chance to see
the ‘old and conservative’” When he
comes home—oh, boy!”

He glanced up at the wall behind
the chair in which he had been seated
and saw a large portrait of Lincoln,
admirable in likeness, but darkened by
age and dirt, and hung in a shabby
frame. Then he looked out of the win-
dow just in time to see the Ainsworth
limousine hurrying away.

“Good-bye, Mr. President,” he said
softly. He looked at his watch. “There’s
time for an hour’s work this afternoon,”
he murmured. ‘“That’s enough to start
something.” He looked back at the
portrait, “I’m going to start your spirit
in the old bank, Abraham Lincoln.”



How to Buy Commercial Paper

By MERLE L. BASHORE, A.B.

OOD business has been defined as
the taking advantage of oppor-
tunities with the least possible

risk. Pure commercial paper, properly
studied and checked, offers a bank the
best and most liquid asset that it can
obtain.

The experience of most bankers has
taught them that there are no hard
and fast rules that can be laid down
that will stand as a guarantee against
an occasional loss, but there are some
basic principles that if followed will
decrease the loss to a negligible quan-
tity.

The doctrine handed down by our
forefather bankers, that pure commer-
cial paper is the only safe paper to
buy, is the first basic principle that
every banker should keep foremost in
his mind. By pure commercial paper is
meant that paper that is issued for the
purchase of merchandise only. A large
percentage of the paper on our market
to-day is not pure commercial paper,
because of the fact that the proceeds
are invested in machinery or other fixed
assets and these assets cannot be con-
verted into cash very readily. How-
ever, there are many exceptions to this
rule. as many corporations have large
amounts of mixed paper on the market
—that is, the proceeds have been in-
vested in merchandise and fixed assets —
and these corporations are financially
strong enough to pay their notes as they
mature or use the refunding method.

Paper should not run longer than
six months—better ‘our months, and
preferably three months. The time the
paper should run is a matter that has
to be decided by the individual case.
Packers, who handle a very salable line,
can safely be given six months, also
commission merchants dealing in staple

lines. Firms manufacturing specialties
should be held to short-term paper.

When the paper matures, insist upon
payment; do not renew unless you are
satisfied that the conditions require it.
If a renewal is asked for, secure as
many individual endorsements as possi-
ble, for if the officers of the company
are on the paper, they will feel a per-
sonal responsibility and will do their
level best to pay the paper.

PURCHASING THROUGH ACCREDITED NOTE
BROKERS

It is always wise to purchase paper
through an accredited note broker, and
more so if said broker has made ad-
vances against it. When a reputable
broker is marketing paper his future is
at stake, and he has, no doubt, checked
and studied the paper very thoroughly
before offering it to his clientele. It
would be very unwise for any broker to
load up his clientele with poor paper,
as it would probably be his last load.

It has been proven that the majority
of losses in commercial paper have been
due to the dishonesty of the men con-
nected with the firm or corporation. By
taking advantage of ancient history in
this respect, check the individuals con-
nected with the name. If vou cannot
satisfy yourself that these men are and
always have been honest, no matter how
clever and shrewd they are, you will no
doubt save your bank money by turn-
ing down that particular name.

The strongest concerns will show suc-
cess through their statements over a
period of many years. It is a very
good rule to have at least three yearly
statements in order to satisfy yourself
that the concern has maintained a con-
tinual growth. You would not want to
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invest your own money in a concern
that was going backward, therefore
there is little chance that you would
invest the bank’s cash in this sort of
a concern.

Furthermore, you would not invest
your money in a concern manufacturing
a luxury—for that luxury is just as
liable to decrease in price as it is to
increase. Unless the concern manufac-
turing a luxury is backed by very
wealthy men and their endorsement is
on the paper, it is nothing more or less
than a good gamble. Therefore it is
usually wise to select names that manu-
facture staple lines.

RATIO OF QUICK ASSETS TO DEBT

There has been much written on the
ratio of quick assets to debt. Some
advocate three to one; others two and
a half to one; while others say that
two and a quarter to one is sufficient.
The ratio question is a subject in itself
and requires deep study.

If you have three statements—one
six months old, another one year old
and another eighteen months old—by
comparing them you can secure the
average ratio of quick assets to debt
for each six months. If it averages
about two and a quarter to one, you
are within the safety zone. Many con-
cerns make their statements when their
condition is strongest, but by using the
three six months’ statement analysis.
you can usually secure a fair idea oi
their average business. Of course, there
are exceptions to this rule; for instance,
the packers, whose assets are so liquid
that they can be sold within a very short
time, therefore they would not be re-
quired to maintain a two and a quarter
to one ratio of quick assets to debt.

The item of ‘notes receivable”
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should be compared with the same item
in statements of other concerns in the
same line of business: satisfy yourself
that this item is not too large; if it is
unduly large, it is a fair danger signal.

The item of ‘‘merchandise” should
be carried at cost price when the market
price is more than cost; it should be
carried at market value when the market
is down.

Nearly every concern thinks itself
worth more than it really is—it’s only
human nature; therefore it is advisable
to have statements audited by a disin-
terested accountant in order to secure a
more correct analysis of the assets and
liabilities.

It has been found to be unwise to
rely too much on the checkings through
the borrower’s own banks, therefore
check through at least two large banks
—banks that maintain a Credit Depart-
ment; these disinterested banks will
give the outside opinion of the concern
in question. It is also a good plan to
check through several trade references,
as they can advise you if the concern
in question is discounting their bills.

One of the most important factors in
buying commercial paper is to satisfy
vourself that blanket insurance covers
all merchandise; you would not lend on
real estate if it were not insured, there-
fore require the borrower’s merchandise
to be insured.

Some bankers buy the paper that pays
the highest rate; this is a great fallacy.
The higher the rate in normal times,
the lower the grade of paper. Insist on
a fair rate, but leave the highest rates
for the other fellow, and you will be
money ahead.

By following these suggestions you
will not eliminate all your losses, but
they will aid you in selecting the best
names.

[y
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HEN you ‘give till it hurts’, there is always

the consolation that such giving is going to
hurt the enemy more than it does you.”’

—NEew York WorLD



Safety Deposit Vaults in the Middle
Ages

By H. H. MANCHESTER

T is surprising what a variety of ex-
pedients for safeguarding valuables
were tried during the Middle Ages

without actually hitting upon the mod-
ern safety deposit vault system.

At first, when the barbarians swept
over the Roman Empire, all was con-
fusion. Wealth escaped, if possible, to
the Eastern Empire at Constantinople,
and what did not, was largely lost or
destroyed during wave after wave of
invasion. When western Europe settled
down once more, the avenues of com-
merce had been mostly wiped out, for-
eign trade had ceased, and each little
district was compelled to support itself.

Numberless feudal lords developed,
each owing a slender allegiance to his
overlord or king, and each maintaining
his supremacy in his fief and his inde-
pendence against the neighboring lords
by his fortressed castle and the strength
of his retainers. Thus the baron’s cas-
tle was the first safety deposit vault of
the Middle Ages. In it were his strong
room, his strong box, and his jewel case.
Whatever he had of valuables he kept
there, and was ever ready to defend by
force of arms.

In the eleventh century, however,
commerce began to develop again, and
with it rose great trading centers like
Venice and Florence for Italy, Paris for
France, London for England and the
Hanseatic towns for northern Europe.

Such commerce created a demand for
financing, money changing, and new
coinages. Kings borrowed funds for
the Crusades, and foreign money had to
be exchanged for the currency of the
realm. This gradually led to the de-
velopment of the money changer, coiner,
and later the banker. One curious fact

was that the money changer was often
a licensed coiner, and that there was
such a coiner by the authority of the
king in every important district. Natu-
rally the money changer or coiner re-
quired strong boxes for his own pro-
tection, and it became usual for him
to receive the valuables of others on

A mediaeval strong box and chest were never reliable,
as is suggested by this manuscript miniature of
the period

deposit. Thus his strong box was prob-
ably the second type of safety deposit
vault resorted to in the Middle Ages.
A Medieval cut, which we reproduce,
illustrates a money changer in his shop.
The money seems to be handled openly
behind an unprotected counter, but at
each side of the room may be seen a
door with strong metal hinges which
probably acted as a protection at night.
A Medizval money coiner’s shop is
39
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A mediaevel money changer in his strong room

also illustrated. Here, in the center of
the foreground, appears a small chest
bound with metal and supplied with a
lock. There were probably other strong
boxes or a strong room, but they are
not shown in the picture.

Analogous to the money changer and
coiner was the goldsmith. Sometimes,
indeed, he was a coiner and exchanger

A licensed money coiner of the middle ages. Such
shops were often used as safety deposit vaults

as well as a worker in gold. At all
events, he had to have a well protected
strong box, and there are a large num-
ber of instances proving that his shop
was used as a safety deposit vault by
others. In fact, it was customary for
the goldsmiths to solicit the care of
valuables somewhat as the safety de-
posit vaults do at present. In Eng-
land, at least, this custom remained in
force for several hundred years. A Me-
dieval drawing of a goldsmith’s shop
gives a fair idea of his wall safe, which
may be seen in the background of the
picture.

Another very early English custom
which shows the scarcity of safe places
for valuables was that men of wealth
and merchants used to deposit their
treasure at the mint in the Tower of
London. Sometimes it would be de-
posited merely over night and taken
out the next morning. We reproduce
a miniature drawing of the twelfth cen-
tury illustrating the receipt of money
at the mint. As may be seen, it was
handled by weight and not merely de-
nomination. But this was not always
as safe as it appeared on the surface.
There was one brigand even able to
plunder the mint. Charles I, for exam-
ple, seized about $120,000 so deposited
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for safekeeping at the mint, and it was
not repaid until much later and only
after the greatest solicitation.

Besides the places for safekeeping
which we have mentioned, it was cus-
tomary for every mansion of impor-

A mediaevel goldsmith’s shop, also used as a
safety deposit vault

tance to have its own strong room and
coffers. Sometimes the money chest
was kept in the bedroom itself, but that
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this was not always efficacious is sug-
gested by a Medi@val cut depicting the
robbery of a trunk and money chest by
two thieves who were possibly servants
of the household.

It is hardly too much to say that in
spite of all the precautions taken, treas-
ure during the Middle Ages was never
really safe. Moreover, one striking fact
is that the very seizures or forced loans
made by the Government developed the
first banks which in time became the
greatest safeguards of treasure. For
example, in 1156 Venice forced loans
at four per cent. Her creditors were
later formed into an association with
special privileges, and the receipts for
the loans were made negotiable. This
eventually led to the first great bank
of the city. In the same way Genoa
in 1845 divided its forced loans due
to creditors into shares, and out of
the association which followed eventu-
ally developed the Bank of St. George.
These early banks exchanged currency
and received deposits, but it was sev-
cral centuries before we find a safety
deposit vault in the modern sense.

Receiving money at the Mint in England by weight, about 1180 A. D.

ay



Banking and Commercial Law

CASE COMMENT AND REVIEW

Certification

ance by a bank of a bill of ex-

change in the form of a bank
check drawn on itself, by writing the
word “Certified” or ‘‘Accepted” over
its signature by a proper official. The
act is performed either at the request
of the drawer of the check or the
holder. It is obvious that where the
holder presents the check he has the
option of demanding payment in cash
or taking the bank’s acceptance, which
is the substitution of a promise in lieu
of an order. Certification is a promise
of a bank in contrast to an order on
a bank.

The bank check and the certified
check are both forms of credit, the lat-
ter being of a higher quality. The
practical effect of certification is to re-
lease the maker absolutely, and to ac-
cept the substituted promise instead. If,
however, the certification is made at
the request of the drawer, the subse-
quent holder has no choice as to whether
he will accept an order or a promise,
and in this instance the drawer is not
released. On account of this rule, it
is the practice of some banks when
certifying, to stipulate “Certified at the
request of the maker” or ‘“‘the holder”
as the case may be, in order to fastcn
the responsibility.

Checks, after certification, are passed
from hand to hand and are endorsed
subsequent to the certification. The
question arises: “Are these subsequent
endorsers also released?”’ The question
is answered in Felin vs. Petif in this
issue, which holds that where the holder
of a check procures it to be certificd
the drawer and endorsers are dis-
charged, but only those endorsers who
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CERTIFICATION is the accept-

are on the instrument at the time of the
endorsement; subsequent endorsers are
not thereby released.

&

Usury

It is a custom among banks in mak-
ing loans to require that a balance
in certain proportions to the line of
discount be maintained, commonly
called the rule of four to one; that
is, the average balance of the borrower
must be in proportion of one of deposit
to four of obligation. Where no inter-
est is paid on the balance, this, in sub-
stance, amounts to the payvment of in-
terest on an amount larger than the
borrower receives. If, for instance, he
borrows $4,000 and is required to keep
$1,000, he is really paying interest on
$4,000 and receiving but $3,000.

There is another custom in loaning,
which is to take the borrower’s note
for a certain amount, giving him cash
or credit for part and the balance in a
certificate of deposit, which cannot be
used. This, in substance, amounts to
the same thing as the first-mentioned
plan. There is a grave question as to
whether or not this constitutes usury,
inasmuch as the intcrest, if computed,
would be more than the legal rate. This
matter is considered in the case of Me-
Cutcheon vs. Marine National Bank in
this issue.

The facts were as follows: Plaintiff
was indebted for $85,000. He had a
running account. In the course of
events, he was required to pay inter-
est on the sum of $105,000, represent-
ing the aggregate of promissory notes
held by the defendant, whereas the
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actual indebtedness was considerably
less than the amount on which interest
was paid. The plaintiff claimed he had
paid interest in excess of the legal rate
and brought suit to recover the excess.
The question is not decided by a court
of high jurisdiction, but it holds a warn-
ing, that in making arrangements as to
balances and payment of interest on
money not actually received is risky,
and it should not be made part of the
loaning agreement; for, if a certain bal-
ance is required as a consideration for
making the loan, it is quite possible to
construe it as a usurious transaction.

Leading Cases

Certification

New York

Effect of Certification on Indorsers

New York Supreme Court, Appellate Term,
First Department, Jan. 2, 1918.

JOH N J. FELIN & CO., INC,, V8. PETIX

Negotiable Instruments Iaw (Consol.
Laws, c. 38) § 324, providing that, where
the holder of a check procures it to be
certified, the drawer and indorsers are dis-
charged from liability thereon, applies only
to existing indorsers, and indorsers subse-
quent to the certification are not thereby
released.

Action by John J. Felin & Co., Inc.,
against Angelo Petix. From a judgment
for defendant, plaintiff appeals. Re-
versed and directed.

STATFMENT OF FACT AND
OPINION

Guy, J. The plaintiff appeals from
a judgment dismissing the complaint
in an action brought by the indorsee

of a certified check against the last in-

dorser thereof. The bank on which the
check was drawn refused payment, be-
cause of a question concerning the sig-
nature of the payee. '

The only point of law involved in
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this case is: Does the certification of
a check by the bank on which it is
drawn merely release the maker and
all prior indorsers, or also release in-
dorsers subsequent to the certification?
The court ruled that a check, once certi-
fied, could pass from hand to hand,
and the bank alone would be liable, thus
discharging indorsers who indorsed sub-
sequent to the certification. The rule
seems to be that, while the maker and
all prior indorsers are leased by certifi-
cation of a check (see First National
Bank of Jersey City vs. Leach, 52 N.
Y. 350, 11 Am. Rep. 708), such certifi-
cation cannot affect the obligations as-
sumed by subsequent indorsers to their
indo.see. Section 115 of the Negotiable
Instvuments Law provides:

“Every person negotiating an instru-
ment by delivery or by a qualified in-
dorsement warrants: That the instru-
ment is genuine and in all respects what
it purports to be; that he has a good
title to it, and that all prior parties
had capacity to contract.”

Section 116 of the act provides that
every indorser who indorses without
qualification warrants to all subsequent
holders in due course the matters above
set forth as containcd in section 115,
and that the instrument is at the time
of his indorsement valid and subsisting,
and in addition—

“engages that on duve presentment, it
shall be accepted or paid, or both, as
the case may be, according to its tenor,
and that if it be dishonored, and the
necessary proceedings on dishonor be
duly taken, he will pay the amount
thereof to the holder, or to any subse-
quent indorser who may be compelled to
pay it.”

The provision of section 324, that
“where the holder of a check procures
it to be accepted or certified the drawer
and all indorsers are discharged from
liability thereon,” obviously applies to
indorsers at the time of certification,
and cannot be deemed to operate as a
release of a subsequent indorser from
obligations assumed by him after the
certification.

Judgment reversed, with $30 costs,
and judgment directed in favor of the
plaintiff in the sum of $65, with inter-
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est thereon from the 7th day of Febru-
ary, 1917, and appropriate costs in the
court below. All concur.

167 N. Y. Supp. 1078.

&

Usury

NEw York

Court, New York, Special Term,
Erie County, Dec. 6, 1917.

M’CUTCHEON V8. MARINE NATIONAL BANK

Supreme

A complaint in an action against a na-
tional bank to recover usurious interest paid
to it, averring that plaintiff owed defendant
$85,000, represented by certain promissory
notes, that plaintiff had a running account
in defendant bank, that as a condition of
forbearance by defendamt of the payment
of the indebtedness defendant required
plaintiff to execute promissory notes bring-
ing the apparent indebtedness up to $105,-
000, upon which interest at the rate of 6
per cent. was exacted, and that such inter-
est payments amounted to $8,870 for the
period between March 1, 1913, and June
29, 1916, stated a good cause of action.

Action by Charles H. McCutcheon
against the Marine National Bank of

Buffalo. Interlocutory judgment for
plaintiff, overruling defendant’s de-
murrer.

Plaintiff in his amended complaint
alleged that defendant was a domestic
banking corporation, incorporated under
the National Bank Act and located in
the city of Buffalo; that on September
8, 1914, plaintiff was indebted to de-
fendant for about $85,000 for which
defendant held seven promissory notes;
that plaintiff had an open running bank-
ing account with defendant, and that
defendant discounted such notes and
credited their amount, less discount at
6 per cent., to plaintiff’s account; that
as a condition of forbearance by defend-
ant of the payment of the principal in-
debtedness of $85,000 represented by
such notes, defendant with the corrupt,
unlawful and usurious design of exact-
ing interest on the indebtedness at a
greater rate than 6 per centum per an-
num, required plaintiff to execute his
promissory note to defendant for $32,-
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200, in return for two of the seven
promissory notes, amounting to $20,000,
and also required him to execute his
check in payment of such two notes, as
well as a check for $15,000, under an
agreement that plaintiff should not ne
required to pay any part of the principal
sum represented by the various promis-
sory notes, except the actual indebted-
ness of $85,000, but that as a condition
of forbearance of the payment of such
sum plaintiff should thereafter, until
such indebtedness was paid, pay defend-
ant interest at 6 per cent. per annum
on the sum of $100,000, being the ag-
gregate of the promissory notes held by
defendant; that this at a later named
date was increased to $105,000; that the
sole consideration for the $33,200 note
and the two checks was the surrender of
the two promissory notes for $20,000.
Plaintiff then alleged numerous renew-
als and substitutions of the various
notes, together with discounts and pay-
ments of interest thereon at 6 per cent.,
and the final surrender of all the notes
on the payment of $85,000 on June 29,
1916. Plaintiff finally alleged that the
amounts paid between March 1, 1915,
and June 29, 1916, as interest on the
various notes, reciting them in detail,
aggregated $8,870.43; that defendant
knowingly, corruptly, and usuriously
collected and received them from plain-
tiff for the forbearance of the payment
of the principal indebtedness of $85,-
000, and as interest on such sum at
a greater rate than the lawful rate of
$6 upon $100 for onc year. Wherefore
plaintif demanded judgment for $17,-
740.86, with interest and costs.

STATEMENT OF FACT AND
OPINION

Marcus, J. The issues of law arising
upon the demurrer of the defendant,
the Marine National Bank of Buffalo,
to the amended complaint of the plain-
tiff herein, having duly come on for trial
before me at a Special Term of this
court, on the 19th day of November,
1917, and after hearing James McC.
Mitchell, Esq., of counsel for the de-
fendant, the Marine National Bank of
Buffalo, in support of said demurrer,
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and Roland Crangle, Esq., of counsel
for the plaintiff, Charles H. McCutch-
eon, in opposition thereto, and due de-
liberation having been had thereon, I
do find and decide as follows:

Conclusion of Law. That the said
amended complaint states facts sufficient
to constitute a cause of action.

It is therefore ordered that the plain-
tiff, Charles H. McCutcheon, have an
interlocutory judgment overruling said
demurrer, with costs, but with leave to
the defendant, the Marine National
Bank of Buffalo, witihn 20 days after
service of a copy of such interlocutory
judgment on its attorneys, to with-
draw the said demurrer and answer the
complaint, upon payment of said costs,
and that, in case of the failure of the
said defendant to serve an answer and
pay said costs within said time, plaintiff
have final judgment against said de-
fendant for the sum of $17,740.86 and
interest thereon from the 5th day of
April, 1917, the date of the commence-
ment of this action, together with the
costs of this action.

169 N. Y. Supp. 889.

&

Forgery

New York

Indorsement by Agent—Liability Fol-
lowing Stolen Money

New York Supreme Court, Special Term,
Albany County, January 31, 1918

MAN UFACTURERS’ BANK OF COHOES V8. PRUDEN-
TIAL INSURANCE CO.

‘Where a local superintendent of an insur-
ance company made false proof of death,
and forged names of payees of checks re-
ceived, and signed himself, after such for-
geries, as Asst. Supt.,” and the bank re-
lied on such signature, the bank cannot re-
cover from the insurance company the
amount of such checks, although the agent
had deposited premium money in the bank in
his own name and had paid the company by
check, the bank being chargeable with rea-
sonable diligence to see that the signatures
were not forgeries, and the insurance com-

any was not chargeable with such duty,
and the forged indorsements did not pass
any title, and there was no contractual re-
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lation between the bank and the insurance
company, and the agent, in forging proofs of
death, was not acting as agent, and the in-
jury being based on a criminal act, the bank
was not one of two parties injured by a
third party through the fault of the insur-
ance company.

Where an ugent of an insurance company
had in good faith been depositing premiums
in a bank and paying his company by check,
such money could not be followed by the
bank to make good its loss by reason of
checks of the company to pay death claims,
to which the agent forged the names of the
payees and signed as “Asst. Supt.” of the.
company.

Action by the Munufacturers’ Bank
of Cohoes against the Prudential Insur-
ance Company of America. Judgment
for defendant.

STATEMENT OF FACT AND
OPINION

Rudd, J. The plaintiff brings this
action to recover $5,541.57 for money
had and received by the defendant from
the plaintiff. The facts from which
this action arises tell an .interesting
story of successful criminal acts on the
part of Ira J. Bayliss, who succeeded
in stealing, during a period from De-
cember, 1906, to February 18, 1908,
from the plaintiff the sum of money for
which this action is brought.

Bayliss was the assistant superin-
tendent in the city of Cohoes of the
defendant insurance company. He
placed industrial insurance, collected
premiums, and in the case of the death
of the insured policy holders his duties
required him to secure the proofs of
death, forwarding such proofs to the
defendant at its home office in New
Jersey, for which proofs in due time
checks in payment of the claims would
be sent to him to deliver to the respec-
tive beneficiaries under the policies.
During the period mentioned, between
December 29, 1906, and February 18,
1908, the company received 106,250 sets
of proofs of death of persons insured,
coming from all parts of the United
States and Canada. The company also
received over 100,000 claims for general
obligations which were paid by check.
Checks in number amounting to 206,250
were mailed to its agents in different
parts of the United States and Canada,
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of which 106,250, payable to claimants,
were sent to assistant superintendents
for delivery to the claimants in payment
of death claims.

Bayliss presented to the plaintiff
during the period in question, on nine-
teen different occasions, checks drawn
by the defendant, all of which checks
were cashed by the plaintiff, and the
amount of the checks, aggregating
$5,641.57, was credited by the plaintiff
bank to the personal account of Bayliss.
The bank sometimes paid part of each
check to him in cash, and at other times
gave him credit for the full amount
thereof. Each one of these nineteen
checks bore a forged indorsement made
by Bayliss of the payee’s name.

The plaintif now holds and owns
these checks, and seeks to recover the
aggregate amount thereof, evidently
upon the theory that the money stolen
by Bayliss from the bank was the act
of an assistant superintendent of the
defendant, and that therefore the de-
fendant should make good the amount
of said checks to the bank. The bank
seemed to have made no effort to learn
whether or not the indorsements of the
payees’ names were original and genu-
ine. The bank purchased the checks,
placing the amount thereof to the credit
personally of Bayliss, evidently assum-
ing the indorsements to be genuine,
upon Bayliss’ indorsement of the checks
under the forged names of the payees.
This was true, save in reference to three
particular checks, aggregating $1,-
272.99, which checks were as follows:
Patrick Murtaugh, July 11, 1907,
$258.81; Margaret Burns, February 14,
1908, $514.18; Bridget Murtaugh, Feb-
ruary 17, 1908, $500—in each of which
cases, the payee named in the check
apparently not being able to write, the
indorsement was made with a mark;
Bayliss placing his name on the back
of the check merely as a witness, not as
an indorser.

Fifteen of the checks cashed by the
plaintiff and placed to the personal
credit of Bayliss were issued by the
defendant upon forged proofs of the
alleged death of persons insured by the
defendant, but who had not died. Four
of the nineteen checks were issued by
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defendant after the actual death, and
receipt of due and proper proofs of
death, of the persons upon whose lives
defendant had issued policies. Of
these four checks last mentioned Bayliss
forged the indorsements of the payees
and obtained personally the proceeds
thereof. Each of the nineteen checks
was sent to Bayliss to deliver to the
payee named. He delivered no one of
the checks, but forged the name of each
payee named and indorsed his own
name, or witnessed the making of a
mark, thus stealing from the bank the
money represented by the checks.

Bayliss’ method with reference to the
fifteen checks issued upon forged proofs
of death was thorough and comprehen-
sive, to say the least. In these fifteen
cases, where checks were issued upon
forged proofs of death, there had been
issued to each one of the parties named
a policy upon the life of a person living,
premiums had been paid upon the policy
for a certain time, after which, desiring
to cancel the policy, it was surrendered
to Bayliss, representing the company.
Bayliss paid to these insured persons a
small amount as a surrender value, thus
securing possession of the policies and
of the premium receipt books. The in-
sured in each case was alive. When
the policies and premium receipt books
were surrendered to Bayliss for can-
cellation, instead of sending them to
the company as surrendered and to be
canceled, Bayliss forged fraudulent
proofs of death of the insured and for-
warded such proofs to the company.

These forged proofs of death were
accompanied by the original policies
and the original premium receipt books,
showing payment of premiums to the
date of the alleged death. Bayliss fur-
nished to the company: (1) The at-
tending physician’s certificate, giving
the date and cause of death of the in-
sured. (2) The claimant’s certificate,
stating the relationship to the insured
and by what right the amount of the
policy is claimed by him. (8) The
certificate of identity, stating how long
he had known the insured, the date of
death and that he had viewed the re-
mains. (4) The certificate of the as-
sistant superintendent, Bayliss, stating
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the date that he personally viewed the
remains.

In cases where the amount of insur-
ance exceeded $500 Bayliss furnished
additional forged papers as follows: (1)
Affidavit of attending physician, pur-
porting to have been sworn to before a
notary public. (2) Affidavit of identi-
fication by party who had known the
insured five years, stating the date of his
death and that the party had viewed the
remains; this affidavit also purporting
to be sworn to before a notary public.
(8) Claimant’s certificate that she was
the wife of the insured. (4) Certificate
of the assistant superintendent, Bayliss,
certifying that he had personally viewed
the remains. (5) Undertaker’s certifi-
cate of burial.

Every one of these papers was a
forgery. The signature by the notary
public, the certificate of the county
clerk as to the genuineness of notary’s
signature, the doctor’s, the undertaker’s,
the friend’s—all of them forged. In
return for these papers the company
forwarded checks in payment of the
policy obligations. These checks, made
in the names of the respective claim-
ants, the plaintiff cashed and placed to
the credit of Bayliss individually.

From the amount thus deposited to
his credit Bayliss used the money for
his own purposes, paying his own bills,
and there is no evidence in the record
that the defendant ever received any
of this money from Bayliss. In the
cases where there were claimants upon
policies existing, where the insured had
died, Bayliss did not deliver the checks
to the claimants, but forged the names
of the payees, and the bank purchased
these checks. Bayliss suddenly left
Cohoes and the employment of the de-
fendant, was thereafter arrested in Cali-
fornia, convicted of the crime of forgery
and grand larceny in forging the names
of the nineteen payees and in stealing
the money represtnted thereby from the
bank, and he served the term of his
sentence at Clinton prison.

The indorsement made by Bayliss
upon 16 of the checks, where he forged
the indorsement of the names of the
payees, was “Ira J. Bayliss, Asst.
Supt.” This indorsement was made
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after the forged indorsement of the
payee. When he witnessed what pre-
tended to be the signatures of the
payees who were not able to write, but
who indorsed with a mark, the form of
his witnessing was: “Witness: Ira J.
Bayliss, Asst. Supt.”

All of the checks thus indorsed by
him were deposited by him, either in
whole or in part, to his individual ac-
count. Of the aggregate amount of
%5,541.57 the bank credited his account
with $4,408.66, and Bayliss was paid
personally in cash $1,182.91. The first
of the forged checks were presented to
the bank by Bayliss, December 29,
1906. Prior to this time the deposits
by Bayliss consisted mostly of cur-
rency. After that time they were large-
ly checks. He paid from his account
from time to time to his superior, the
local superintendent of the company at
Troy, moneys which he collected from
insurance premiums, and these pay-
ments were always made by him with
checks certified by the bank.

The plaintiff claims that because Bay-
liss indorsed these checks as assistant
superintendent, and that the signature
of Bayliss on the back of the checks.
was genuine, and the fact that he de-
posited the proceeds of the checks im
his own personal account in which he
had been making deposits of collections
of premiums, that these circumstances
were assurances on which the bank re-
lied in taking the checks and giving
Bayliss credit for them to the amount
that they did give him credit, and in
giving him cash in the amount in which
they did give him cash. The contention
of the plaintiff is therefore that because
Bayliss, who was known as the assist-
ant local superintendent in Cohoes, and
who collected premiums which he trans-
mitted to his superior, the local super-
intendent in Troy, brought to the bank
checks made payable evidently to bene-
ficiaries as death claims upon policies,
which checks were drawn to the order
of a payee whose signature appeared to
be upon the back of the check, that
therefore the bank had no responsi-
bility, when asked to pay cash to Bay-
liss personally for such check or to de-
posit the amount of such check to the
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credit of Bayliss personally, to inquire
and to satisfy itself as to the genuine-
ness of the indorsement of the payee
named in the check.

The bank was chargeable with rea-
sonable diligence to see that the signa-
tures were not forgeries. There was
no duty on the part of the insurance
company to look for forged indorse-
ments of the payees of the checks. The
insurance was not under duty to com-
pare the endorsement on the checks with
the genuine signatures of the payees on
file in the office. Prudential Insurance
Co. vs. National Bank of Commerce,
177 App. Div. 438.

The first forged check was presented
by Bayliss to the bank for deposit was
payable to Mary Poupart for $698.
The bank was not obliged to cash the
check, and certainly was not obliged to
deposit it to the credit of Bayliss per-
sonally. The bank evidently did pur-
chase the check solely upon the respon-
sibility of the indorsement by Bayliss,
without ascertaining whether the in-
dorsement of Mary Poupart was gen-
uine. This same method evidently pre-
vailed with reference to the eighteen
other forged checks.

The bank could have taken this paper
or not, as it pleased. These checks
were taken, as is the general custom and
in accordance with the law, relying sole-
ly upon the reputed responsibility of the
transferers of the paper and its appar-
ent genuineness, and they took it upon
that assumption at their peril. Gallo
vs. Brooklyn Savings Bank, 199 N. Y.
222. As was said in Shipman vs. Bank
of the State of New York, 126 N. Y.
818, the plaintiff bank in each case
took these checks without inquiry as
to the genuineness of the indorsements
and relied entirely upon the responsi-
bility of the person presenting the same
for payment, and not in reliance upon
anything done or foreborne, except the
fact that the checks bore the indorse-
ment of Bayliss.

" The defendant had a right to assume
that any bank cashing or handling, or
passing along, the checks which the de-
fendant had issued in payment of claims
would ascertain with reference to the
@enuineness of any and all indorsements
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thereon. The plaintiff in purchasing
these checks obtained no right, title, or
interest in or to the checks; a forged
indorsement does not pass a title to
commercial paper, negotiable only by
indorsement. Citizens’ National Bank,
etc., vs. Importers’ and Traders’ Bank,
119 N. Y. 195. In the forgeries com-
mitted by Bayliss, in making false
proofs of death, forging the names of
the payees and through such instru-
mentality stealing the money from the
plaintiff, he was not acting as agent of
the defendant. Shipman vs. Bank, 126
N. Y. 818; Frank vs. Chemical National
Bank of New York, 84 N. Y. 209.

This is not a case where the loss
must fall upon the one of two innocent
persons who had enabled the third party
to do the injury, because the injury
was brought about through the instru-
mentality of a criminal act. Nash vs.
More, 165 App. Div. 67. The rule is
laid down in Critten vs. Chemical Na-
tional Bank, 171 N. Y. 219, that the
doctrine of ratification or estoppel has
no application when money is stolen
irom a bank through the bank’s con-
tributory negligence.

There is no proof that any of these
moneys were paid by Bayliss to his em-
ployer. The facts upon the record
show that the only moneys paid by
Bayliss to the company were premium
moneys which Bayliss had actually col-
lected weekly upon policies issued by
the company. Such money was received
in the usual course of business and in
good faith, and for that reason it can-
not be pursued by the bank to make
good the loss which the bank has sus-
tained through the cashing of the forged
checks. Ball vs. Shepard, 202 N. Y.
247, 95 N. E. 719.

There was no mistake between the
parties to this litigation. There was
no privity of contract between them.
The bank dealt with Bayliss as an in-
d:vidual, and only as such. There was
no mistake of dealing between the bank
and the insurance company. The checks
were not payable to bearer; Bayliss
forged the indorsements of the payees,
and the bank upon Bayliss’ indorsement
purchased each check, without ascer-
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taining whether the indorsement was
genuine or otherwise.

Findings may be submitted in ac-
cordance herewith, and upon such find-
ings judgment may be entered dismiss-
ing the complaint, with costs.

168 N. Y. Supp. 9138.

&
Savings Bank

New Yorx

Notice of Withdrawal

Supreme Court, New York, Appellate Term,
First Department, April 1, 1918

MYEROWICH V8. EMIGRANT INDUSTRIAL

SAVINGS BANK

Where suspicious circumstances exist, con-
nected with the withdrawal of a savings
bank account, reasonable care for the pro-
tection of the depositor requires the bank
to avail itself of its privilege of withhold-
ing payment for 60 days, in order to make
inquiry as to whether the withdrawal is by
the depositor’s authority.

Where a notarial certificate is not re-
quired by law, it carries with it no pre-
sumption as to authorization or authenticity
of the instrument to which it is attached.
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STATEMENT OF FACT AND .
OPINION

Action by Fanny Myerowich, per-
sonally and as guardisn of Meyer Myer-
owich, against the Emigrant Industrial
Savings Bank. Judgment for plaintiff,
on verdict of jury, and defendant ap-
peals. Affirmed.

Per Curiam. In view of the illiteracy
of the depositor, coupled with the fact
that three accounts, which for many
years had not been drawn upon to any
considerable extent, were being simul-
taneously entirely withdrawn, we think
reasonable care in the protection of the
depositor required the defendant sav-
ings bank to avail itself of the 60-day
clause to make proper inquiry as to
whether such withdrawal was made by
authority of the plaintiff.

The notarial certificate, not being re-
quired by law, carried with it no pre-
sumption as to authorization or authen-
ticity.

Judgment affirmed, with $25 costs,
with leave to appeal to the Appellate
Division.

170 N. Y. Supp. 88.

A Destinctive National Trade-Mark

——

Views of the Trade Information Committee, American Chamber of
Commerce in London

THERE is much anxiety expressed

by members of the American Cham-
ber of Commerce in I.ondon concern-
ing H. R. Bill 10366, introduced into
the House by Representative Sims,
providing for a distinctive national
trade-mark, under Government license,
to be attached to goods of American
origin.

Present criticism of the bill by Amer-
icans in London is entirely based upon
a reading of the bill itself; no other dis-
closure of the Government’s objects is

yet to hand, therefore members of the
chamber restrict their criticism to the
broad principle involved in any legisla-
tion to create a distinctive national
trade-mark to be applied to American
exports indiscriminately.

Members of the chamber, being vital-
ly interested in the development of
American trade abroad, view with alarm
the suggestion of the proposed identifi-
cation of American goods by means of
a distinctive mark, as it is obvious that
if such official mark be indiscriminately
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applied to good, bad and indifferent
American products, it will operate to
the detriment of efficiently produced
standardized Americal goods of quality.

Responsible American producers are
considered able to establish the pre-
eminence of their products under their
own marks of identification, and will
be little interested in an omnibus trade-
mark maintained by the Government to
carry reputable or disreputable goods.

Makers of unstandardized and dis-
honest goods would be especially eager
to avail themselves of the opportunity
thus presented to betray the confidence
of foreign traders and consumers by
the use of such common official trade-
mark. Such practice would inevitably
result in undermining American trade
prestige abroad to the serious disad-
vantage of legitimate export enterprise.

The American Chamber of Commerce
in London has a membership of over
600, including representatives of most
important American concerns engaged
in Commerce with Great Britain. Its
members fear that legislation along the
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lines of the above bill necessarily carries
dangerous possibilities, demanding great
caution and elaborate safeguards to pro-
tect American export trade interests in
European markets. It is the current
opinion of members that any common
official mark is dangerous to export
trade unless it be absolutely restricted
to a standardized quality of goods only.
Such restriction is believed to be im-
practical and impossible of efficient ap-
plication. Further, goods selling to the
general public in the British and other
commercially developed European mar-
kets would in no way be benefited by
a displayed mark of foreign origin.

It is hoped by representatives of
American trade interests in Great
Britain that any proposed legislation
dealing with this important matter will
be closely scrutinized by all those seri-
ously interested in the welfare of Amer-

-ican export trade, and that hasty action

to achie