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REPORT.
The Commission m et on July 11, 1924, and organized as follows: —

Hon. W alter E . M cLane of Fall R iver, Chairman.Hon. C hristian Nelson of W orcester.Rep. E lijah  Adlow of Boston.Rep. W illiam F. Thom as, Jr., of Fall River.Rep. Roland D. Sawyer of W are.Joseph C. Allen, Commissioner of Banks.R oy F. Bergengren of W enham .Felix Vorenberg of Boston.Charles F. Donahue of Cam bridge.Jacob L. W iseman, Secretary.
There have been held three public meetings and seven executive meetings.
At the first meeting a sub-committee of three was appointed to formulate plans 

and scope of work for the Commission.At the first public meeting the members of the Commission came to the realiza
tion tha t instead of having a perfunctory problem of amending present Credit 
Union Laws, it had a most v ital social problem affecting the people of Massa
chusetts. T hat the proper development of this great communal need presented a 
new phase in banking, the. growth of which could only be compared to the growth 
of the savings banks in this Commonwealth.I t  therefore became essential in order to bring in a proper revision of the Credit 
Union Laws, to go slowly, study the problem carefully and provide laws tha t 
would be a proper safeguard for the savings of the poor people.

In  brief, — it is necessary to bring in a new law for the peoples’ banks.
At the first public hearing there were about one hundred and fifty persons 

present representing the ninety-one credit unions now in existence in Massachu
setts. These credit unions have today a membership of about 50,000, and a capi
tal of over $6,000,000.The first Credit Union Law was enacted in 1909; bu t prior to tha t year there 
had existed unauthorized cooperative organizations who received deposits and 
savings from among their own members and who invested the money so deposited 
and saved and loaned it to their own members a t a small rate of interest. These 
organizations were formed for the purpose of borrowing small amounts a t reasonable 
rates, and to encourage the promotion of thrift.Such organizations had been originally established in Canada and had been 
successfully conducted. The Credit Unions of M assachusetts were patented after 
those organized in Quebec.W ith the encouragement of the Honorable Pierre Jay, then Bank Commissioner 
in 1909, an Act was passed similar to the laws in Canada. I t  was then th a t the 
Credit Union Law came into being, and has remained practically intact to date, with bu t a few minor changes.



The growth of this movement has been phenomenal. Since 1910 there have 
been one hundred and thirty-six charters issued for Credit Unions. Ninety-one 
are in existence today; forty-five have been liquidated during the period from 
1910 to 1924; (of these 45, six were liquidated involuntarily and thirty-nine were 
voluntary liquidations); eleven have never completed their original organiza
tions; and the balance had assets from five hundred dollars to two thousand dol
lars, bu t not one of them  had assets exceeding $2,000.

The purposes of these Credit Unions were, primarily, the promotion of thrift 
and the loaning of money for provident purposes to those who needed it, but who 
had no banking connections or facilities, i.e., among the poor and those of moderate 
circumstances.

The underlying principles of these groups, — whether racial, religious, industrial 
or communal, — were th a t a member shall be industrious; tha t loans were to be 
made only to members; tha t absolute control of the management of these credit 
unions was to be had by its members; and tha t the services performed by the 
members of the credit unions in the proper conduct of its affairs were rendered 
practically gratuitously.

Membership in these credit unions was obtained by purchasing shares, the 
price of the shares having been on an average of about So.OO, payable in instal
ments or a t one time. There has been no limit on the number of shares or the 
am ount to be loaned to an individual. ?

The representatives of the Credit Unions a t the public hearings laid great stress 
upon the fact th a t these organizations prevented usury and drove the loan shark 
out of business. T hat the figures of 1923 showed assets of over $6,000,000 and a 
membership of about 45,000, which membership was made up almost entirely of 
the wage-earner.

T h at while the Bank Commissioner made examinations of the books and con
ditions of the Credit Unions, yet there Was not proper control by the Bank Com
missioner to properly safeguard the capital of these Credit Unions.

I t  was also recommended a t these hearings th a t a maximum fee for entrance 
was to be fixed; th a t the Credit Unions be perm itted to borrow from other Credit 
Unions; tha t the right to invest in real estate mortgages be not taken away and 
th a t they be perm itted to make loans outside of the State; tha t their officers and 
directors should be allowed to borrow and th a t they be given the right to have 
Christmas and vacation clubs. Some advocated tha t dividends be paid semi
annually, and th a t the am ount of money deposited by an individual or the number 
of shares to be held by an individual should be limited, and th a t shares and de
posits should be considered as security for loans.

The following were some of the more prominent representatives of the Credit 
Unions who appeared a t the hearings: —
M r. Victor E . Runo:Scandia C redit Union of W orcester; composed of Scandinavians organized in 1915 w ith  a few m embers and a capital of $10,000; today  has 2,000 members and a capita l of $1,000,000, th e ir chief investm ents being in  second mortgages.M r. Sam uel Silverm an, Asst. C orporation Counsel:C ity  of Boston M unicipal -Credit Unions; membership, 9,000; capital, $100,000.M r. H enry  Puranen :F itchburg  C redit U nion; composed of Finnish people; organized in 1914; assets of $500,000.M r. A natole Langloise:St. A nn’s C redit Union, New B edford; capital, $340,000.M r. D avid  Scott:People’s C redit Union, W in throp; m em bership, 600; capital, $80,000.M r. Joseph C am pano:Social Service C redit Union of Boston.M r. R alph  Viccaro:Shaw m ut C redit Union of Boston.M r. F . A. W att:W alw orth C redit Union.G ilchrist C redit Union.Dennison M anufacturing C om pany C redit Union.B rockton Postal C redit Union.M r. Fred E . Cox, P resident of th e  C redit Union League.



Mr. Donahue, a member of the Commission represented tha t the Telephone 
Credit Union of Boston has a membership of 6,000 and a capital of about $750,000.

There were m any others represented, too numerous to mention.
The problems presenting themselves are so many and varied in order to report 

a proper law to protect the savings of the poor people and a t the same time en
courage such organizations for the purpose of thrift and also to borrow for provident 
purposes by people who otherwise would have no facilities to carry th a t into effect, 
that the Commission has been unable to complete its work.

The Bank Commissioner has recommended many changes. The following are 
among the more im portant recommendations which have been adopted by this 
Commission: —

1. T h a t for purposes of incorporation the num ber of persons necessary to  incorporate shall be increased from seven to  tw enty.
2 . Remove from th e  present law th e  word “ b a n k ” in th e  corporate nam e.3. Place th e  responsibility  of the m anagem ent and conduct of th e  C redit Unions upon the Board of D irectors of each C redit Union.
4 . T h a t m embers of th e  credit and  supervisory com m ittees should be elected by  and from its Board of Directors.
5. T ha t the B oard of D irectors consist of n o t less th an  eleven members.6. T h a t the B oard of D irectors shall m eet a t least once a m onth.7. T h a t th e  B oard of D irectors shall have th e  righ t to  fill vacancies until the next annualmeeting.8. T h a t the Board of D irectors have th e  power to  rem ove from office any m em ber of any Committee or th e ir own Board.9. To allow com pensation to  officers and m embers of the supervisory and credit comm ittees if deemed advisable.10. P a r value of shares to  be $5.00.11. T h a t C redit Unions be prohibited  from holding shares in  tru s t or accept tru s t funds on deposit.12. T h a t dividends be paid sem i-annually if so desired by m em bers of the C redit Union.13. Remove provision giving C redit Unions the righ t to  hold shares or have deposits in other credit unions.14. T h a t C redit Unions shall have the rig h t to  invest in cooperative bank  shares.
15. E n trance fees to  be fixed by th e  by-laws and to  be added a t th e  end of the dividend period.16. T h a t C redit Unions be prohibited  from  m aking loans on m ortgages upon farm  lands or farm  loans.17. T h a t the annual report be m ade as of Decem ber 31st of each year.

There remains for consideration by this Commission the following recommenda
tions on which there has been considerable discussion and disagreement and 
which would vitally affect the existence of Credit Unions in Massachusetts. There 
has been a sub-committee appointed to bring in definite suggestions, which sub
committee will report the first week in January: —

1. M embers of corporations, vo lun tary  associations, or o ther th an  n a tu ra l persons shall be prohibited in  C redit Unions.
2 . T h a t the num ber of shares which m ay be held by a m em ber in  a C redit Union shall be limited.3. T h a t the am ount to  be deposited by any  individual shall be lim ited.
4 . T h a t the dividend to  be declared by C redit Unions annually  shall be lim ited.5. T h a t th e  in terest to  be paid on deposits shall be lim ited.6. T h a t loans shall be lim ited and th a t  th e  size of th e  loans be classified w ith  proper provisions for furnishing endorsem ents and collateral security.7. W hether or n o t C redit Unions shall have th e  righ t to  m ake loans on real esta te , and ifso, w hat lim itations or regulations should be m ade upon such loans.8. L im it th e  ra te  of in terest on loans.9. Investm ent of surplus funds.10. E stab lishm ent of guarantee funds and proper lim itations thereof.11. E stab lishm ent of C hristm as and vacation  clubs.
The above problems, as has been saicl, have caused considerable discussion and 

go to the very root of the Credit Unions’ existence. The Commission does not 
desire to hasten its report without fully weighing all arguments on these ques
tions and bring in a report tha t will meet all emergencies for some time to come.

I t  has been the aim and desire of the members of this Commission to report a 
law th a t will help establish firmly and permanently this splendid communal



activity  for they have recognized the tremendous benefits to be derived and the 
good th a t these Credit Unions are performing in establishing greater self respect 
and economic independence among its members and the promoting of thrift, — 
all of which go toward making good citizens.

Wherefore this Commission prays th a t the time to bring in a final report be 
extended to and including February 1, 1925.

Respectfully submitted,
WALTER E. McLANE, 

Chairman.


