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The year 1906 was marked in the United States by a wide-
spread discussion of the currency problem, which may be said
to have culminated in the proposal made by the secretary of the
treasury in his annual report for the year 1906, as follows:

If the secretary of the treasury were given $100,000,000 to be deposited
with the banks or withdrawn as he might deem expedient, and if in addition
he were clothed with authority over the reserves of the several banks, with
power to contract the national bank circulation at pleasure, in my judgment
no panic as distinguished from industrial stagnation could threaten either
the United States or Europe that he could not avert. No central or govern-
ment bank in the world can so readily influence financial conditions through-
out the world as can the secretary of the treasury under the authority with
which he is now clothed.*

This recommendation is a logical outcome of the recent prac-
tice of the Treasury in coming to the “relief” of the money
market. Secretary Shaw is not the first of Treasury officials
who have wished the Treasury to assume the function of regu-
lating the money market of the country. In the Treasury Report
for 1872 Secretary Boutwell set forth the belief that to the Treas-
ury rather than to the banking institutions of the country should
be intrusted the power of regulating the amount of currency
needed in the transaction of business, in the following words:

! Treasury Report, 1906, p. 55.
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As the circulation of a bank is a source of profit, and as the managers
are usually disposed to oblige their patrons by loans and accommodations, it
can never be wise to allow banks or parties who have pecuniary interests at
stake to increase or diminish the volume of currency in the country at their
pleasure. . . . . Upon these views I form the conclusion that the circulation
of the banks should be fixed and limited, and that the power to change the
volume of paper in circulation, within limits established by law, should
remain in the Treasury Department.?

In accordance with this theory, under Secretary Boutwell,
and his immediate successor, the Treasury did exercise this
power by increasing the amount of United States notes in circula-
tion, as a means of relief to the monetary situation. It is in
connection with these instances that attention is here directed, in
the belief that they throw some light on the results of Treasury
interference with the money market, and on the wisdom or
unwisdom of vesting in the secretary of the treasury a regulative
discretion over the operations of the national banking institutions
of the country.

In connection with the quotation already made, Secretary
Shaw says further:

If it be said that such power, augmented with the authority which I
have outlined, would be dangerous, I reply that no man has yet been at the
head of the Treasury Department, and no man is likely to occupy that posi-
tion in whose hands such authority would not be safe. The best financial
advice on earth is at his command, and the selfishness or unselfishness of the
advice tendered, and, therefore, the value thereof, can be readily weighed.?

In the two instances given in this paper—one of which has
become historic—the secretary of the treasury did exercise discre-
tion over the circulation, and the statement that there has been
no secretary in the past in whose hands the power asked for
by Mr. Shaw would have been misused, should be tested by these
instances.

The Act of February 25, 1862, in providing for the issue of
$150,000,000 of United States notes, contained the following
provision as to their reissue:
and such United States notes shall be received the same as coin, at their

par value, in payment for any loans that may be hereafter sold or negotiated

2 Treasury Report, 1872, p. Xx. 3 Treasury Report, 1906, p. 55.
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by the secretary of the treasury, and may be reissued from time to time as
the exigencies of the public interests shall require.*

The Act of July 11, 1862, in authorizing a further issue of
$150,000,000 of United States notes, provided that United States
bonds might be exchanged for such notes, and that the secretary
of the treasury
may reissue the notes so received in exchange; may receive and cancel any

notes heretofore lawfully issued under any act of Congress, and in lieu
thereof issue an equal amount in notes such as are authorized by this act.

Further, all the provisions of the Act of February 235, 1862,

so far as the same can or may be applied to the provisions of this act, and
not inconsistent therewith, shall apply to the notes hereby authorized to be
issued.®

The Act of March 3, 1863, authorized a third issue of $150,-
000,000 of United States notes, including the $100,000,000 of
such notes authorized by joint resolution on January 17, 1863.
The provisions for reissue were as follows:
and any of the said notes, when returned to the Treasury, may be reissued
from time to time as the exigencies of the public service may require. And
in lieu of any of said notes, or any other United States notes, returned to the

Treasury, and canceled or destroyed, there may be issued equal amounts of
United States notes, such as are authorized by this act.®

These three acts, it will be seen, authorize the reissue of
United States notes as “the exigencies of the public interest may
require.” The notes authorized by them were not regarded as a
minimum which must be maintained in circulation, but as a maxi-
mum below which the amount might be reduced to any degree
by retaining them in the Treasury when received in exchange for
bonds or treasury notes, or paid in as ordinary receipts. Indeed,
unless required by the “exigencies of the public interest,” there
was no authority for their reissue. And it was supposed at the
time of the passage of the acts that the necessity for their remain-
ing in circulation would disappear with the restoration of peace.

The Act of June 30, 1864, which authorized the issue of

*12 Statutes at Large, p. 345.
5 Ibid., p. 532. S Ibid., p. 709.
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$400,000,000 of bonds and treasury notes, contained the follow-
ing provision:

nor shall the amount of United States notes, issued or to be issued, ever
exceed $400,000,000, and such additional sum, not exceeding $50,000,000, as
may be temporarily required for the redemption of temporary loan.’

This was a distinct pledge that the amount should never be
increased beyond the sum already authorized. It cannot, how-
ever, be interpreted as meaning that this amount was a minimum
which could not be decreased. The intent of the act was entirely
in the other direction—to give assurance that the present amount
was a maximum, which would be strictly observed.

In regard to the $50,000,000 provided as a reserve for the
redemption of temporary loan, it was enacted that the United
States notes,
so held in reserve, shall be used only when needed, in his [the secretary’s]
judgment, for the prompt payment of such deposits on demand, and shall be
withdrawn and placed again in reserve as the amount of deposits shall again
increase.®
This was a direct warrant to the secretary to withdraw from
circulation the entire $50,000,000 whenever the temporary loans
should have been paid off in full. Certainly no further legisla-
tion was needed to effect a reduction of the currency to this
amount.

In his report of 1865, Secretary McCulloch stated the amount
of United States notes to be on October 31, $428,160,569. He
placed the currency question foremost in the report, and took
strong ground against the continuance of an irredeemable paper
currency. In discussing the acts under which United States notes
had been issued, he said:

He [the secretary] is of the opinion that not only these [legal tender]
provisions, but the acts also, should be regarded as only temporary, and that
the work of retiring the notes which have been issued under them should
be commenced without delay, and carefully and persistently continued until
all are retired.’

713 Statutes at Large, p. 218. 8 Ibid.
® Annual Report, Secretary of the Treasury, 1865, p. 5.
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The restoration of specie payments was of prime importance,
and, in order to effect this end, it was urged that contraction of
the paper currency was indispensable.

The secretary was not able, however, to proceed far upon the
policy of contraction without further legislation. The currency,
he said, could not be contracted to any considerable extent save
by the sale of bonds.’® The Act of June 30, 1864, providing for
the issue of $400,000,000 of bonds and treasury notes, had
authorized the secretary of the treasury to
redeem and cause to be canceled and destroyed any treasury notes or United
States notes heretofore issued under authority of previous acts of Congress,
and substitute, in lieu thereof, an equal amount of treasury notes such as are
authorized by this act.™
The amount of treasury notes authorized by this provision was
limited to $400,000,000, which was precisely the amount of
United States notes outstanding in excess of those issued for
redemption of temporary loan.? This act gave the secretary
power to fund the United States notes into treasury notes, which
were in turn fundable into bonds.'® It was, however, a permis-
sion, not a direction, to do so, and there was small probability,
while the war continued, that the funding would be carried out.
But by the date of Secretary McCulloch’s first report practically
the entire amount of bonds and notes authorized by the act had
been issued, and there was no distinct legislation authorizing him
to retire or fund the United States notes. He recommended,
therefore, that he be authorized to sell bonds, bearing not more
than 6 per cent. interest, for the purpose of retiring United
States notes, as well as compound interest notes.'*

The views of the secretary received a hearty indorsement by
the House of Representatives, which promptly acted upon the
report by passing the following resolution on December 18, 1865:

Resolved, That this House cordially concurs in the views of the secre-

tary in relation to the necessity of a contraction of the currency, with a view

° Ibid., p. 12. 113 Statutes at Large, p. 218.

2 The withdrawal of these $50,000,000, as already seen, was provided for by
their being set apart as a reserve.

13 Sec. 2, Act of June 30, 1864, to provide ways and means (13 Statutes at
Large, p. 218).

3 Report of Secretary of the Treasury, 1865, p. 14.
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to as early a resumption of specie payments as the business of the country
will permit; and we hereby pledge co-operative action to this end as speedily
as practicable.®

The overwhelming majority of 144 to 6 by which this resolution
was adopted gave promise that Congress was about to put into
execution a policy in accordance with the secretary’s recommenda-
tion. That any contraction of the currency, however, would
be opposed, despite this seeming agreement, soon appeared.

On February 1, 1866, Mr. Morrill, of the Ways and Means
Committee, reported to the House of Representatives a financial
bill by which the Act of March 3, 1865, was extended and con-
strued so as to authorize the secretary of the treasury to fund
any of the government obligations, whether bearing interest or not, into
bonds, and to sell bonds in the United States or abroad in exchange for
lawful money, treasury notes, certificates of indebtedness, certificates of
deposit, or other representatives of value, which have been or which may be
issued under any act of Congress, the proceeds thereof to be used only for
retiring treasury notes or other obligations issued under any act of Congress;
but nothing herein contained shall be construed to authorize any increase of
the public debt.

This provided for the funding of all the short-time obliga-
tions of the government, including the United States notes. The
secretary would have complete power to contract the paper cur-
rency at his discretion, no limitation as to amount being placed
upon him. The opponents of contraction took instant alarm, and
a vigorous opposition to any reduction of the currency developed,
which was surprising in view of the attitude so recently taken
by Congress. An attempt was made to limit retirement to
interest-bearing obligations. The arguments against contraction
which later became so familiar were brought out in the debate.
But the point wished to be here emphasized is that it was under-
stood by all that contraction of the currency was authorized,'®
and this feature of the bill met strong objections. The opponents
of contraction finally succeeded in adding the following proviso:

18 Congressional Globe, Thirty-ninth Congress, First Session, p. 7s.

18 See remarks of Messrs. Wentworth, Pike, Price, Allison, Boutwell, Stevens,
Darling, and Conkling in House of Representatives, March 15, 1866 (Con-
gressional Globe, Thirty-ninth Congress, First Session, Part 2).
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Provided, that of United States notes not more than ten millions of dollars
may be retired and canceled within six months from the passage of this act,
and thereafter not more than four millions of dollars in any one month.
In this form it left the House and was passed by the Senate,
although there was considerable opposition to the power of con-
traction allowed to the secretary. It was clearly understood that
reduction of the currency would result from the act. Said
Senator Cowan: “He [the secretary] can only retire to the
amount of $34,000,000 in the year, and those are to be retired
and canceled and put out of existence.”” On April g the bill
passed the Senate and received the signature of the President
on April 12. This act was a disappointment to the secretary,
because of the limitation placed upon him as to contraction.!8
The growing hostility in Congress and in the country to contrac-
tion prevented him from using his authority even to the extent
authorized.

The reduction of United States notes under this act may be
seen from the following statements of the public debt :1°

April 1, 1866 ...t e i e $422,740,252
May 1, 1866 . oivei it e 415,164,318
June 1, 1866 ... . 402,128,318
August 1, 1806 ...t 400,361,728
September 1, 1866 ...........iiiiiiiiiian., 399,603,502
October 1, 1866 .. .....civtiiiiiiiiiiiannnns 399,165,202
November 1, 1866 . ......coviiiiiieiiinnnn.. 390,195,785
December 1, 1866 ...ttt 385,441,849
January 1, 1867 ... 380,497,842
February 1, 1867 ...eiiiiiiie it 381,427,090
March 1, 1867 . .vviviiiii i 376,235,626
April 1, 1867 et 375,417,249
May I, 1807 o oneriii et 374,247,687
June 1, 1867 ... 373,200,737
August 1, 1867 ... 369,164,844
September 1, 1867 ...ttt it 365,164,844
October 1, 1867 ..eveviiiiininiinnnnnannnn, 361,164,844
November I, 1867 ....uiiuvevenrnneennennnn. 357,164,844
December 1, 1867 ....ciiii i 356,212,437
January 1, 1868 ... .. 356,159,217
February 1, 1868 .....iviiiiiiiiiiiiiiennn, 356,159,127

7 Senate, April 9, 1866 (Cong. Globe, Thirty-ninth Congress, First Session,
Part 2, p. 1853).
8 Treasury Report, 1866, pp. 8, 9.

¥ Taken from New York Commercial and Financial Chronicle.
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Any further reduction of the United States notes was stopped
by the Act which became a law February 4, 1868, providing:
that from and after the passage of this act, the authority of the
secretary of the treasury to make any reduction of the currency, by
retiring or canceling United States notes, shall be, and is hereby, suspended;
but nothing herein contained shall prevent the cancellation and destruction of
mutilated United States notes, and the replacing of the same with notes of
the same character and amount.®

The measure was passed in the House on January 7, no discus-
sion being allowed. In the Senate there was considerable dis-
cussion. In view of the claim made later of the power to
reissue notes, some of the statements made while the bill was
under discussion are here given:

Under the law, when a note is brought in ordinarily it may be reissued,
but when it is canceled under the authority conferred by the Act of April 12,
1866, that is the end of the note; it cannot be reissued.®

The apprehension expressed by the senator from Vermont that, if this
amendment is not adopted, the secretary of the treasury will have a right
to reissue legal-tenders so as to make the whole amount $400,000,000 again,
I regard as without foundation. The law gave him the authority to issue
to the amount of $400,000,000 besides the reserve. When that amount was
issued, his power was exhausted; and if it was afterward contracted down
to $350,000,000, or to any amount, he has no authority without new legisla-
tion to issue to the amount of $400,000,000.

On January 13, 1868, the Senate passed the bill, and, without
receiving the President’s signature, it went into effect on
February 4.

On Febraury 4, 1868, the date when reduction of the green-
back currency was stopped by act of Congress, there were out-
standing practically $356,000,000 of United States notes. The
monthly debt statement for February 1, 1868, gives the amount
as $356,159,127.2%8 Thereafter there were slight reductions from

2 15 Statutes at Large, p. 34.

2 Senator Sherman (Congressional Globe, Fortieth Congress, Second Session,
Part 1, p. 435, January 10, 1868).

2 Senator Morton (ibid., January 10, 1868).

2 The debt statements, unless otherwise noted, are from the New York Com-
mercial and Financial Chronicle.
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time to time. On July 1, 1869, the amount appears in the debt
statement as $355,035,195. On August 1 it was $356,000,000,
from which point there was no change until October, 1871.

On the date last mentioned $1,500,000 of United States
notes were issued to replace that amount burned in the fire at
Chicago. The burned notes were in the possession of the govern-
ment depository. It was definitely known that they had been
destroyed, but the new notes were put out before formal proof
of their destruction had been received; hence it was technically a
reissue.?* The monthly debt statements show this increase,
making the amount $357,500,000, down to August 1, 1872,
when the figures are once more given as $356,000,000.

The next reissue was made in October, 1872. The debt state-
ment for November 1, 1872, showed $360,566,764, an increase
of $4,566,764 over the previous month. Before the debt state-
ment had appeared, rumors were current that the secretary con-
templated such action, and it was pointed out that it would be
without legal authority.?® When the fact of reissue became
definitely known, the question of legality of reissuing retired
legal-tender notes was, for the first time, brought sharply to
public notice. Criticism of the action became strong, and with-
drawal of the reissued notes was begun—the debt statement for
December 1, 1872 showing $358,051,256 outstanding, a reduction
of $2,515,508.

On the assembling of Congress the following resolution was
adopted by the House of Representatives, December 3, 1872:

Resolved, That the secretary of the treasury be, and he is herewith,
directed to inform this House, at the earliest time practicable, under what
law authority is given to the secretary of the treasury to make an increased
issue of legal-tender notes, as was done in QOctober last, or at any other
time, by the Treasury Department; and whether such issue was made in the
legal-tender notes heretofore retired, or whether new legal-tender notes
were printed for the purposes of said issue; if of the retired legal-tender
notes uncanceled, then to inform this House what portion of the retired legal-

* Senate Finance Committee Report, No. 275, Forty-second Congress, Third
Session, p. 5; see also Practical Information concerning the Public Debt of the
United States, by William A. Richardson (2d ed., Washington, 1873), p. 4o0.

% New York Nation, October 10 and 24, 1872.
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tender notes of $44,000,000, or thereabouts, heretofore retired by operation of
law, have been actually canceled, and what amount remains uncanceled.
And, further, it is requested that the secretary communicate to this House
all information he may possess of the manner and mode of issuing such
increased amount of legal-tender notes, by whose order and for what pur-
pose such issue was used.”

In reply to this resolution, Secretary Boutwell, on December
13, 1872, transmitted a letter to the House.?” He stated that the
new issues were made, during his absence, by Assistant Secretary
Richardson, then acting secretary:

The object of the issue was the relief of the business of the country,
then suffering from the large demand for currency employed in moving the
crops from the South and West. The condition of affairs then existing in
the country seems to me to have warranted the issue upon grounds of
public policy. (/bid., p. 1.)

The authority for the issue was found in the three legal-
tender acts of February 25, 1862; July 11, 1862; and March 3,
1863. These acts, the secretary asserted, provided for a perma-
nent circulation of $400,000,000 of United States notes.

The cancellation and destruction of notes that have been issued by the
Treasury Department has no legal effect upon the power of the department

% House Journal, Forty-second Congress, Third Session, p. 2z9. The above
is a copy of the resolution as it appears in the Howuse Journal. As originally
introduced, the phrase “or at any other time” was not in the resolution. Mr.
Garfield suggested that some such phrase be included, since it had been asserted
that other issues had been made by the Treasury Department besides the one in
October last. He had supposed, he said, that the October issue was an exceptional
one; that it had not been the custom of the Treasury in years past, but was an
innovation. He wished the resolution made broad enough to include the whole
matter, whether not only in October last, but at any other time the Treasury had
made issues of this sort. Mr. Randall, who had introduced the resolution, had
no objection to this suggestion of Mr. Garfield, but thought one case was sufficient
to test the legality of all, and did not wish “to confuse the subject or enlarge it
too much.” He, therefore, demanded a vote on the resolution, and it was
adopted. (Congressional Globe, Forty-second Congress, Third Session, Part 1,
p. 15). As stated above, the phrase “or at any time” is included in the House
Journal, and also appears in the letter of reply which the secretary transmitted to
the House in response to the resolution. The conflicts between the Journal and
the Record may, perhaps, be explained by assuming either that something was
inadvertently omitted from the latter, or that the mover of the resolution
included the phrase after the discussion.

21 Executive Documents, No. 42 (House of Representatives, Forty-second
Congress, Third Session.
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to reissue notes in their stead, as is apparent from the language employed in
the Act of 1863, already referred to.®

It will be seen that the secretary here ignores any intervening
legislation between the legal-tender acts and the date of his
report. No change in the legal status of the United States notes
is recognized as having occurred since the passage of the third
legal-tender act, although the Act of April 12, 1866, had pro-
vided expressly for a limited retirement and cancellation of them,
and had remained in force until repealed by the Act of February
4, 1868.

The secretary further stated that since the Act of February
4, 1868, large sums of United States notes had been held by the
Treasury Department, in excess of the $356,000,000, as a sur-
plus fund to meet any sudden demand upon the treasury. But,
as we have seen, only one instance had previously occurred where
a reissue had been made, and this was not really an addition to
the amount of circulation. This reserve was, he said, the source
from which the new issue was made.

This explanation was not satisfying. Criticism continued in
Congress and in the press.?® It was pointed out that, if any por-
tion of the notes retired under the law of 1866 might be replaced
in circulation, the entire $44,000,000 retired under that act might
be reissued. The power of increasing the currency to such an
extent, especially by the addition of irredeemable paper, was
rightly felt to be too great to be intrusted to any one man. It
was felt, further, that there was but flimsy authority in law for
the exercise of such power, and the letter of explanation from
the secretary was not convincing on this point.

On January 6, 1873, the following resolution was adopted in
the Senate:

Resolved, That the Committee on Finance be directed to inquire whether
the secretary of the treasury has power, under existing law, to issue United
States notes in lieu of the $44,000,000 of notes retired and canceled under
the Act of April 12, 1866.°

* Ibid., p. 2.
* See New York Nation, issues of November 7, December 5, 12, and 19, 1872.

% Congressional Globe, Forty-second Congress, Third Session, Part 1, p. 340.
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During the days immediately following, Secretary Boutwell
and Assistant Secretary Richardson appeared before the com-
mittee defending the legality of the issues. On January 14,
1873, the committee handed in a majority report, concluding
with the following resolution:

Resolved, That in the opinion of the Senate the secretary of the treasury
has not the power, under existing law, to issue United States notes for

any portion of the forty-four millions of the United States notes retired
and canceled under the act approved April, 12, 1866.*

On January 15, 1873, two members of the committee, dis-
agreeing with the majority of the committee, submitted a minority
report, with this resolution:

Resolved, That in the opinion of the Senate the secretary of the treasury
has the power, under existing laws, to issue United States notes for any
portion of the forty-four million dollars retired and canceled under the
several laws on that subject.”

The reasoning which led to such divergent conclusions may
be worth examining. The minority report asserted,and laid stress
upon the assertion, that the three legal-tender acts had given
unequivocal power to the secretary to issue and reissue United
States notes up to $400,000,000. Unless that power had been
taken away by subsequent legislation, it still remained. Any
modification of this power must be found, if found at all, in the
Acts of April 12, 1866, and February 4, 1868 The Act of
1866 did not confer any new power upon the secretary over the
currency. He had the right under the legal-tender acts to retire
and destroy notes, or to reissue them. The desire of the secretary
to reduce the legal-tender circulation was well known, and the Act
of 1866 was confined to an express limitation of his power
to reduce the currency, without affecting in any way the power
previously granted, of reissuing notes which had been retired.

After conferring by previous acts, and in such express and positive terms,
the power to reissue notes, it would seem that, had Congress designed by the
new legislation to abridge that power, appropriate words to indicate that
intent would certainly have been used.®

3 Senate Reports, No. 275, Forty-second Congress, Third Session, p. 6.
® Ibid., p. 11. 3 Loc. cit., p. 8.
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The Act of 1868, the report goes on to say, was passed when
any further contraction was thought to be inexpedient.

‘While provision is thus made against any further reduction of the cur-

rency for the time being, no language is introduced taking away or restricting
the power of the secretary to issue and reissue notes within the limit originally
prescribed.*
The act suspended merely the power to reduce the currency, but
not to expand it. The several acts, then, bear this relation to one
another: The legal-tender acts authorize a maximum circulation
of United States notes of $400,000,000; below this amount
reduction may be carried to any degree. The Acts of 1866 and
1868 prescribe a minimum circulation of $356,000,000; beyond
this the amount may be increased to $400,000,000 at the discre-
tion of the secretary. There is no conflict between the earlier
and the later acts; the limits of contraction and expansion are
established, while, within these limits, the power of the secretary
to expand or contract is left untouched.

A decision of the United States Supreme Court is cited as
upholding the view that the legislation of 1866 and 1868 did not
alter the secretary’s power of expansion. In the case of Bank
vs. Supervisors,®® decided in December, 1868, the chief justice
said :

Under the Act of March 3, 1863, another issue of one hundred and fifty

millions was authorized, making the whole amount authorized four hundred
and fifty millions, and contemplating a permanent circulation, until resump-
tion of payment in coin, of four hundred millions of dollars.
Had the later acts effected any change in the secretary’s power of
expanding the currency, the report urged, it would not have been
overlooked by the court, since the decision was rendered
subsequent to those acts. Remembering that, unless the legis-
lation of 1866 and 1868 takes away the power of reissue given
by the legal-tender acts, there is no other legislation which does
0, it is clear that such power yet remains with the secretary,
argued the report.

Over against this ingenious and somewhat plausible line
of reasoning, the majority report pointed out that the power of

* Ibid., p. 8. %7 Wallace, 26.
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issue given by the legal-tender acts was carefully guarded, and
could be exercised only if required by “the exigency of the public
service.” The policy of issuing such notes was regarded as
dangerous, and a maximum limit was clearly set and maintained.
The Act of June 30, 1864, was a distinct assurance that the
amount then outstanding should never be increased.

At the close of the war the policy of the secretary to fund
all short time obligations was clearly announced, and received
congressional approval. But unlimited reduction of the United
States notes congress was unwilling to grant; hence the Act of
1866 placed a limitation upon the extent to which reduction of
these notes might be carried. The notes were to be retired by
being received in exchange for bonds, and the act expressly
declared that no increase of the public debt should be made in the
process of reduction. On this point the report says:

To construe the act as permitting the reissue of United States notes can-
celed under it would allow the secretary to increase the debt in direct vio-
lation of the act. To evade the act he would only have to receive the notes
in payment of a bond issued, and then cancel the notes and issue others in

their place. In this way both notes and bonds would be outstanding. The
plain intent of this act was to reduce and contract the currency.”

The Act of 1868, continues the report, was passed when Congress
had come to believe that contraction was being carried on too
rapidly. The power of reduction given by the Act of 1866 was
repealed, showing clearly that the reduction which had been
effected under it was regarded as permanent.

If the power to reissue had been a power coexisting with that of retiring,
it is evident the Act of February 4, 1868, was unnecessary, for the evil to be

arrested by that act could as well have been arrested by the reissue of the
notes.”

The legal-tender acts could not be construed to authorize the
reissue of notes retired under the Act of 1866. The clear intent
of the latter act was to secure a reduction of the currency, and a
reissue of the notes retired in accordance with its provisions
would nullify the end sought to be attained. In regard to the

* Loc cit., pp. 2, 3. “Ibid., p. 4.
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Supreme Court decisions®® it was pointed out that the chief
justice was not called upon to pass judgment on the later acts,
and hence the decisions had no bearing on the question. It may
be here noted that, although, as the majority report points out,
the decision quoted does not give warrant for the interpretation
placed on it by the secretary, still some legitimate criticism
might be made of the words used. The legal-tender circulation
was not, it can be safely asserted, even at the time of its issue,
regarded as a “permanent” circulation, but as a temporary
resource for the pressing exigencies of the time. The National
Banking Act of February 25, 1863, was entitled “An act to pro-
vide a national currency,” thus showing that a permanent national
currency was not yet in existence, and provided a permanent sub-
stitute for the legal-tender notes when they should have been
paid.®®

The crucial point of difference in the two reports is as to the
intent of the Act of April 12, 1866. What was meant by “retir-
ing” notes? Was the reduction intended to be permanent or
temporary? When the circumstances under which the act was
passed are taken into consideration, it seems clear that a perma-
nent reduction was intended. The recommendation of Secretary
McCulloch in 1865, promptly followed by the resolution of the
House of Representatives indorsing the secretary’s views, led to
the introduction of a measure in Congress to enact them into
law. The act, as finally passed April 12, 1866, while far from
supporting fully the desires of the secretary, was nevertheless a
step in the direction advocated by him—namely, the reduction of
the currency as a means toward resuming specie payments, and
the funding of all short-time obligations of the government. The
bill which, as originally introduced, provided for the funding of
all obligations of the gover