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The Committee, to whom was referred an order to consider
what policy should be adopted in the re-charter and incorpo-
ration of banks,

That, from the best information they can obtain, the banks
are rapidly increasing (lie circulation. By this means, and by
means of excessive usury obtained by charging a per centage
on notes payable at any other places, except at the banks where
they were discounted, the banks have been enabled to divide
large profits among their stockholders. These large profits,
together with the desire among speculators to have the control
of paper money making, have stimulated again individuals and
companies to ask for the creation of more banks. But we are
convinced that the charter of every new bank will only in-
crease the inflation of the currency and elevate the nominal
prices of things, and thus necessitate the use of more money,
increase the profits of banking, and the call for more banks,
until the bank bubble, inflated to its utmost tension, will again
explode, scattering ruin and insolvency in every direction. The
committee believe that our whole banking system is radically
wrong, and that we ought gradually to retrace our steps towards
the use of the currency provided by the constitution and laws
of the Union. The only real objection to a course of this kind,
perhaps would be found in the banking system of other states.
It may be said, if we do not furnish a paper currency, that the
banks of other states would do so for us. But Massachusetts
has always taken the lead in this matter, and if we should
begin to move towards the use of an honest currency, other
states would soon follow our example. Besides, if we should
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begin by suppressing small bank notes, we could by law pre-
vent the use of them, issued by banks in other slates. Paper
always drives out of circulation all specie of the same name.
While we have one dollar bills we seldom see a silver dollar.
If we had half-dollar bills we should as seldom see silver half
dollars. Where a paper currency is allowed specie is not want-
ed, and it goes to swell the currency of countries where it is
wanted. However productive of gold our mines may be, it
cannot flow into our currency until wc open the way for it by
suppressing paper. This is evident from the fact, that although
millions upon millions have of late been taken from the mines
of California, yet the amount of specie among us has not been
increased. Very little of gold is in circulation, and the banks,
taken together, have less of specie than they had at the time of
their last explosion. If we should abolish bank notes of a less
denomination than five dollars, quarter eagles would then come
into use; but then the half eagle would seldom be seen. If
we should suppress the five dollar bills half-eagles would imme-
diately take their place, and so of every denomination of paper.
A paper and a specie currency of the same denomination can-
not circulate together.

The whole subject of currency is intricate and not well un-
derstood. The committee, therefore, have thought it not im-
proper to inquire into the nature of money, and the effect of
our banking system upon the interests and welfare of the whole
people.

There must have been a time in the history of man, when
nothing like money existed in the world, when a common meas-
ure of the value of all other things had not been invented.
r J hen the people were obliged to get along as they could, by an
actual exchange of labor and comodilies. It was a long lime,
before money was adopted as the common article to be given
and taken in exchange for all other things. Sometimes horses,
sometimes cattle, sheep, corn and other articles were fixed upon
as currency. But after trying many things, and finding noth-
ing answer the purpose ofdispensing exact justice between man
and man, inasmuch as the articles adopted as the measure of
value were themselves constantly changing in value, the world
were at last convinced that something must he had, whose
value was liable to little or no variation, in order always rightly
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to measure out, the constantly varying values of every other
thing. And this quality of little or no variation in value, has
been found by the experience of ages to be resident only, in
what is called the precious metals. The great end for which
money was designed, is, that it may be a permanent measure of
value, and the common article to be given and received in ex-
change for labor and commodities. It must therefore possess
the quality, not only of measuring value, but must contain the
same intrinsic worth as the things for which it passes in ex-
change. That which constitutes the value of all things is the
labor it costs to produce them. In order therefore, that exact
justice may be done in the exchange of commodities, the labor it
costs to produce them must be estimated, and every man should
receive in exchange for his labor an equal amount of the labor
of others. This is the great principle of equality and exact
justice between man and man. Now the experience of ages has
found, that it costs as much labor to produce from the mines, a
dollar’s worth of gold and silver, as it does to produce a dollar’s
worth of any thing else. It is no more profitable in the average,
to go into the business of mining, founding and refining gold,
and silver, than it is to go into the business of raising potatoes
and corn, or into any mercantile or manufacturing employment.
Individuals in each of these occupations may be more fortunate
than the rest, but the average profits of all employments must
always remain about the same. For, as soon as one is found
to be more profitable than others, multitudes immediately rush
in, and reduce it. down to an equality with the rest. We
see then that gold and silver has the same intrinsic value, as
beef and pork, corn and flour, houses and utensils, whose value
they measure, and for which they pass in exchange, and who-
ever exchanges his labor and productions for these, receives in
return an equal amount of the labor of others. There is no ad-
vantage taken on either side, and the seller and the buyer are
on terms of equality. In the use of specie currency therefore,
the great principle of equality and exact justice between man
and man, is preserved, as much as it could be by an actual ex-
change of commodities, or an equal exchange of labor. The
adoption of gold and silver as the common measure of value,
was not the effect of arbitrary legislation, but was the result of

a scientific discovery, which developed in them the properties
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of great indestrncliblity, scarceness and exemption from the al-
ternations of scarcity and plenty. These qualities give to these
materials a uniformity of value, which belongs to nothing else.
They have received the universal consent of mankind, as the
measure of value, for the same reason as chronometers have
received the universal consent, as measures of time, or the
thermometeras the measure ofcaloric. The reason why a specie
currency is always a permanent measure of value, is, because
the labor it costs to produce it is always upon an average the
same. It is an honest currency, because it contains the same
intrinsic value as the articles for which it is given in exchange;
and this intrinsic value can be measured only by the labor it
costs to produce it. We know, indeed, that some have esti-
mated the intrinsic value of things by their utility, and have
consequently given a vastly greater value to a pound of iron,
than to a pound of silver or gold, and have supposed, that the
great value of the precious metals does not naturally reside in
them, but has been assigned to them by the voluntary consent
of mankind, every one being willing to take them just as they
do treasury notes or bank bills, not because the real worth of
the things given in exchange for them, is actually in them, but
because every body else is willing to take them at the same rate.
But the intrinsic value of things cannot be measured in this
way. If it could, then a breath of air would be worth more
than a balloon full of gas and a pump full of water, than a cargo
of wine. The fact is the reverse. The things of the greatest
utility are provided with the least labor, and have consequently
the least intrinsic or exchangeable value. This erroneous rea-
soning on one of the fundamental principles of political economy
has produced great mischief in the world. If the value of gold
and silver is not inherent, but has been fixed by the arbitrary
consent of mankind, then thesame consent can endow any other
materials with the same value, and whatever receives the con-
sent of the community ought to answer all the purposes of gold
and silver. The world has often been misled by this kind of
reasoning, and people have been constanly led to seek for some-
thing as a currency, which might be had for little or no labor.

Ihe split currency of the dark ages, the formerly debased
coin of Spain, the light currency of the South American repub-
lics, and the leather money of Hayti were all based on this
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erroneous doctrine. Every contrivance which human ingenuity
and avarice could invent lias been tried over and over again, to
make paper answer the purpose. A system of paper money
was tried in China, more than two thousand years ago, which,
after troubling that great nation with its fluctuations, its press-
ures, its panics, its suspensions and failures, finally exploded,
dispensing insolvency and beggary to the industrious millions,
and affluence and splendor to the fraudulent few throughout the
land. Our own colonial governments run into this same fraud-
ulent folly, and established banks, some upon land and some
upon specie. These in their turn having enriched their design-
ers, inflicted their train of evils upon the community and then
failed. Our present banking system was established upon the
ruins of the exploded continental currency, issued by the Col-
onics and the Colonial Congress during the revolutionary war.

This currency, however, was founded in no fraud. It was
made by the people to be used in their cause, and not for the
private benefit of any man or class of men. It was based upon
all the taxable property of the whole nation, and the whole
present and future resources of the country were pledged for its
redemption. This was the paper money of the people, and if
it were possible to substitute anything for specie advantageously
to the whole, this was the kind, which should have answered
the purpose. The patriotism of tire people, and the absolute
necessity of a currency of some kind kept it up for a time. But
the exigencies of the revolution called for constant additions to
this currency, and every new issue cheapened the whole mass
of money in circulation, and prices kept constantly rising in the
market.

This paper, however, still passed among the patriotic mul-
titude, the same as gold and silver, until it to forty
or fifty millions. Public confidence then began to fail, and the
currency began to depreciate so that before die end of the revo-
lution, several hundred dollars of continental paper money
could be bought for one in specie. The measure of the value
ofall property, which was before deranged, was now destroyed.
Contracts could not be enforced. The dishonest and the idle
reaped the rewards of virtue and labor. The arm of industry
was paralyzed. All the mounds, which government had erected
to secure the observance of honesty in the community were
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broken down, and fraud, injustice, and immorality deluged the
land. Such was the end of this popular experiment of paper
money making. The evils resulting from it were so dreadful,
that the framers of our government provided against their re-
currence, by a special provision of the constitution. The power
of coining money, and regulating the value thereof, was vested
in Congress, and the State governments were prohibited from
emitting bills of credit, or making anything but gold and silver
a legal tender for the payment of debts. There was reason
then to hope, that the evils of a paper currency were to end
here, and to end forever, and that an honest currency was
thereafter to be the basis of all the transactions of civil society.
Bin the act to assume the debts of the colonies, and redeem the
continental currency, by adopting the English system of fund-
ing the national debt, at once and forever dispelled these hopes.
This measure enabled every one who had depreciated conti-
nental paper money, to become creditors to the government to
the full amount, and to draw interest therefor, annually from
the public treasury till paid. The certificates of stock in the
government funded debt became a new kind of paper currency.
But it could not be multiplied for the benefit of the holders, and
was liable to be annihilated by the payment of the government
debt. The fertile genius of Hamilton, therefore contrived the
U. S. bank, which enabled the owners of the funded debt to be-
come stockholders in this institution.

The exclusive privileges of this bank were so great, that, in
a few days after its creation, the price of shares doubled them-
selves in the market eight times. In this way, again, the stock-
holders of the bank became vastly enriched at the expense of
the community. The monied aristocracy had, by these meas-
ures of unjust legislation, become consolidated. Their wealth
and their power enlarged their numbers, and gave ascendancy
to their cause. They obtained control of State Legislatures,
and battered down the constitution, which prohibits tlie stales
from issuing bills of credit, or making anything but gold and
silver a legal tender iu payment of debts. And although it
would seem to require no argument to prove, that what the
states cannot do themselves, they cannot authorize individuals
or create corporations to do, yet, by the aid of sophistry and in-
genuity, they were enabled to derive from the slates the power
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of making paper money, which all admit the states themselves
cannot do. And the judiciary, which was designed to guard
the people from the effects of unconstitutional legislation, sanc-
tioned the power. In this way, state banks were established,
which have ever since been multiplying around us, until the
talented, the learned, the enterprising, and the influential, have,
almost without exception, become in some way connected there-
with. The people were made to believe that all was fair, that
business was facilitated, that population was increased, that the
country was enriched, that laborers were fed, clothed and lodged
by means of paper money, and without it, famine and desola-
tion would stalk over the land. A few disinterested voices
alone could be heard, warning against the devices and the power
of an aristocracy of wealth. But their admonitions were not
heeded, amid the din of the worshippers at the temple of Mam-
mon, who, like the worshippers of Diana of old, kept constantly
crying, great is the power, and the riches, and the goodness of
banks.

In this way, the most valuable prerogative of our sovereignly,
that of making and regulating the measure of value, has been
filched from us. It has become the privilege of bank corpora-
tions, and has served to build up an aristocracy of wealth. The
banking system is the greatest evil of modern times, and it is
only necessary for the people to understand the true nature of
money, in order to hold paper money making in the light of
gambling, lotteries, and forgery. Even Mr. Webster has con-
fessed “ that this is the most eflcctual of inventions to fertilize the
rich man’s field with the sweat of the poor man’s brow.” Or-
dinary tyranny, oppression, excessive taxation, these bear lightly
on the happiness of the mass of the community, compared with
fraudulent currencies, and the robberies committed by a depre-
ciated paper.

Money is designed as a measure of value, the same as weights
and measures are designed as the measure of quantity. Now
if any way could be contrived, by which weights and measures
could be made to vary from day to day, or from year to year,—
sometimes the yardstick measuring five quarters, and sometimes
three quarters, without the people being apprized of this fact,—
weights and measures would be much in the same condition as
money, the measure of the exchangeable value of things, is, by
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the introduction of a paper currency. For, as money is designed
as the measure of the intrinsic worth of things, it is evident that
whatever increases its amount must diminish its value, so that
it will take more money to measure the same amount of goods.
Accordingly, we see that, when the money market is easy by
excessive issues of paper, the same amount of money will not
purchase so much as it will when there is a pressure in the
money market, by the sudden withdrawal of the currency.
Whatever, therefore, increases or diminishes the amount of
money in use, defeats the end for which it was designed, that of
being a permanent measure of value. It matters not how much
or how little of currency there is in use, provided its amount be
always the same, and provided it be alike current throughout
the civilized world. The whole evil, and that is enormous,
consists in the change from one state of currency to another.
Even the opening of new mines, and tire coining of new
amounts of specie, is an evil, which it would be proper for any
government to regulate, if any government had the control of
all the mines in the world. But as this is impossible, it is cer-
tainly the duty of every government to make the currency as
permanent as the nature of things permit, and not to add to a
currency gradually diminishing in value, by the increase of the
precious metals, the intolerable evil of a currency expanded or
contracted, according as the interest or ambition of paper money
makers may dictate, scattering insolvency and beggary on the
one hand, and affluence and splendor on the other, at every
change.

The great idea upon which the banking system has been built,
is, that an increase of money is an increase of wealth. The-
people were made to believe that the creating of banks was
like the opening of new mines, and that every dollar in this
way produced, increased the wealth of the nation to the same
amount. Here lies the mistake. If one-half the money in the
world were sunk in the sea, there would bo no less wealth in
the world than there is now. But the prices of everything
would immediately change to half their former nominal value.
If we had never had one-tenth of the money we now have, we
should never have experienced any evil on that account. The
prices of everything would have been graduated to that state of
the currency. But a house would still be a house, and an acre
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of land an acre of land, and the one would be as good a home,
and the other would yield as much of the necessaries and com-
forts of life, whether their value were measured by an hundred
or a thousand dollars. Scarcity is incident to the very nature
of money. If it were not so, it would not answer the end for
which it was designed. It is impossible to make it plenty by
legislation; and, in all our attempts to do so, we are only labor-
ing against a law of nature, and all our etforts only redound to
our own injury, by continually disturbing the measure of the
exchangable value of things. It is the nature of money to ac-
commodate itself to the quantity in use. If we should increase
it a hundred fold, we should only, in the end, be obliged to use
a hundred times as much to do the same business, and money
would be as scarce as before. Or, if we should reduce it a hun-
dred fold, a cent would then occupy the place of a dollar, and
money would be as plenty as ever. When the people under-
stand these things, they will then see the folly of attempting to
increase money by continual additions of paper currency. It
will then be obvious, that every emission of paper, instead of
making money plenty, merely cheapens the whole amount in
circulation, rendering the money market easy only for the short
time it takes for prices to accommodate themselves to the state
of the currency, inflated by the new emission, when what is
called a pressure in the money market again ensues, and new
banks and new issues are again called for, to release the pres-
sure.

Money is designed to point out to the community the scarcity
or plenty of every thing else. But how can it do this, if money
itself is liable to the alternations of scarcity and plenty? The
currency is the thermometer, by which we are to judge of the
state of the market; but if the quicksilver in the thermometer
is liable to be increased or diminished, its indications must be
fallacious. If the currency was, what it was designed to be, a
permanent measure of value, the same as a yardstick or a bushel
is a permanent measure of quantity, the rising and falling of
prices would always take place in consequence of scarcity and
plenty, and the price would always indicate how scarce or how
plenty anything was. The rising and falling of prices is the
scale by which the fruits of industry and the productions of the
soil are made to measure out exactly with the consumption.



1851.] SENATE—No. 52

Whatever is very abundant, if the currency is right, must be
very cheap. Hence, the community are induced to consume it
abundantly, so that nothing is lost. On the other hand, when-
ever there is a scarcity of anything, if the currency is right,
the price will rise higher and higher, in proportion as it becomes
scarcer and scarcer, and, consequently less and less of it is con-
sumed, so that in this way a small crop is lengthened out to the
end of the year. This rise of prices in consequence of scarcity,
answers the same purpose as it does to put all hands on small
allowance at sea, when the crew are short of provisions. Now,
in order that money may answer these beneficial ends, the
amount in circulation must always be the same, or as nearly so
as possible. There would be little or no difficulty in this, if all
spurious money was prohibited. Money is not like anything
else in the world. It can hardly be said to be a consumable ar-
ticle. It is so durable, that a large part of the gold and silver
in use before the Christian era, is still supposed to be in exist-
ence ; and the productiveness of the mines, restrained by the
competition of other employments, but barely serves to keep up
in the world the wear and tear of these very indestructible ma-
terials, and the amount in use, therefore, must always remain
about the same. At any rate, the increase of specie can never
exceed the ratio of the increase of other commodities.

Banks, with the power of making paper money, have not
existed among us more than seventy years, and the increase of
currency, over and above the increase of wealth, is already
more than doubled, and the increase of prices, also, have in the
mean time been more than doubled. Before banks existed, we
had severe laws against taking more than six per cent, for the
use of money, and one of the objects of the contrivance of banks
was, to evade this law. The people supposed that an increase
of money was an increase of wealth ; and the capitalists, taking
advantage of this popular error, obtained bank charters, with
the power of loaning all their real capital at six per cent., and
then to create one hundred per cent, more of paper money, and
let that also at six per cent. Now, what is the difference,
whether the capitalist loans one real dollar at eighteen per cent.,
or whether he manufactures three paper dollars upon it, and
lets each of those at six per cent.? Banks, therefore, are a
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contrivance of the capitalist to take from the producer more
interest than the law allows.

Interest on money is the tax which capital levies upon labor,
and goes to constitute the price of every thing, as much as the
auction tax or the duties; and it is just as important and rea-
sonable for us to fix this tax, as any other; indeed, it is vastly
more important, because the tax in this way levied upon con-
sumptions, is a hundred fold greater than all the taxes levied in
every other way. Whoever, therefore, receives more in this
way than the law allows, should be subject to severe punish-
ment by law. “The experience of all nations and ages has
found it necessary to protect the great mass of the community
from the avarice and extortions of money-dealers and usurers.”
And this common experience and practice of mankind is cer-
tainly one argument in favor of such laws. Mankind are rea-
sonable creatures, and although they are liable to error, decep-
tion, and wrong, yet there can never be a universal agreement,
continuing from age to age, in relation to anything but truth.
There is always a Babel of jarring and contradictory opinions,
in relation to every thing else.

In order to secure to money its most essential quality of inva-
riable value, it is as necessary for government to fix the rate of
interest, as it is to provide against debasements and counterfeits;
and the reason for legislation is in both cases the same. The
government provides a measure of value, and certainly it has
as much reason to punish the individual who disturbs the
measure in one way as another. Usurers, counterfeiters, de-
basors, clippers and lighteners of money, are all, from the same
motive, engaged in the same business of rendering uncertain the
measure of value; and the common sense of mankind has al-
ways regarded all these different employments in the same
light, and have provided like punishments for their suppression.
They certainly ought not to be regarded as lawful employments.
No man has a right to draw wealth from the community, with-
out returning to the community an equivalent for what he
receives. All just and good employments will always square
with this rule. The millions engaged in all the various produc-
tive employments, do actually return to the community even
more than they receive; and utility is the basis of all other just
occupations. Merchants and traders employ themselves in the
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exchange of commodities, —in carrying the surplus productions
of one country or place, where they are not wanted, to the
country or place where they are wanted. It is their business to
ascertain what things are needed in the community, and devote
themselves to the labor of collecting them together, and bringing
them into the neighborhood where they are wanted. Now, this
is one branch of the division of labor, and is equivalent to pro-
ductive industry, because, by bringing to their doors the things
it is necessary for the people to have, they are enabled to con-
tinue their various useful employments without interruption,
and consequently can produce much more than they could if
every one was obliged to get for himself, from the place of their
production, whatever his wants required. It is evident, then,
that every employment which does not rest upon the basis of
utility, and confers no benefits to the community, cannot be just,
and should not be tolerated. Every person engaged in such
employments is justly chargeable with “reaping where he has
not sowed, and gathering where he has not strowed.” What
benefit is it possible for the usurer to confer upon the commu-
nity ?

There is no more money in the world to be let at one rate of
interest than another. The usurer does not make the money
that he lets; it is created by government, and ought not to be
increased or diminished; and the alternations of scarcity and
plenty, produced by usurers, is a crime, deserving the severest
punishment. The reason for leaving the price of every thing
else to take care of itself, instead of being an argument in favor
of leaving the interest of money to take care of itself, is the
strongest reason against it. When the price of anything rises,
it stimulates a greater production, and the supply is made to
meet the demand. But when, on the other hand, the price of
money rises, as it cannot stimulate the government to make
more money, every person uses it more sparingly, and, conse-
quently, prices fall ; when, if the measure of value had not been
tampered with by usurers, prices should have risen, or remained
stationary.

It is often contended, that the price paid for the use of money
is no more susceptible of legal regulations than the rent of
houses, the price of goods, or the wages of labor. But the in-
terest of money is not analogous to any of these things, unless
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there is a kind of analogy between interest and rents. But then
rents of all kinds depend, in a great degree, upon the interest
allowed on money. If the interest on money were twelve per
cent, instead of six, the rents of houses and lands would of
course be doubled. No man could afford to make improvements,
or undertake any kind of business, that would not pay the in-
terest on the capital invested. So, if interest was reduced, ev-
ery one must see that rents, dividends, and profits would also
be reduced. How absurd, then, to compare the laws against
usury with a law fixing the rents of houses and lands, when it
is evident that this very law against usury does in fact fix the
rate of rents, in the most effectual way it can be done.

The opponents of usury laws always have recourse to analo-
gies, and seldom reason from cause and effect. This is, indeed,
the most brilliant and rapid mode of reasoning, and when the
analogies are perfect, it is very convincing. But things maybe
alike in almost every particular, and yet, if they vary in one,
all the arguments based upon their analogy may be deceptive.
All kinds of analogies have been resorted to, to prove that in-
terest on money should be left free from all legal restraints, and
suffered to regulate itself, like the price of all other things.
And nothing can be more ingenious than some of the parallels
which have been drawn for this purpose. Money has been
compared to wheat, and the question has been asked, if a farm-
er hire of another ten bushels of wheat, for which he agrees to
pay him, at the end of six months, the time in which he will be
enabled to realize wheat from his own farm, ten bushels and
three-tenths of wheat, then the three-tenths is the price paid for
the use of the grain,—then the three-tenths is interest. It may
be that the farmer can do better than to loan wheat at three per
cent, for six months, and that it may be so useful to the bor-
rower, that he would be willing to pay twelve per cent., or six-
tenths of a bushel for ten bushels, at the end of six months.
Now, would any man say that the farmer should not take but
three-tenths of a bushel for the use of his wheat? And if he
would not, would he any more be ready to contend that the
produce of the manufacturer or the miner should be subject to

a like restriction ? If, then, these products of labor should be
exempt from any prohibition upon the price at which the owner
may be disposed to loan them, or the borrower to give for them,
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why is it that the holders of money, an item of capital and a
product of labor, are compelled to yield to an injunction upon
the rates of their capital? Nothing can be more plausible than
this. Money and wheat are supposed to be exactly alike; and
if it would be right to loan -wheat, and receive twelve per cent,

in wheat for the use of it, then it must be right to loan money,
and receive twelve per cent, for the use of it, in money. But
in fact, money is not in all respects like wheat. It has been
shown, before, that money is not a consumable article, and that
its intrinsic value is always about the same, because the labor
it costs to produce it is always about the same, and ,the value of
all things must be measured by the labor it costs to produce
them. Now, the man who should loan wheat, to be returned
at the end of six months, with twelve per cent, for the use of it,
in wheat, runs the risk of making a very bad trade; for the
same amount of labor which produced his wheat, may, at the
end of six months, have produced twice as much, and, conse-
quently, the value of wheat would then be reduced one-half.
If, in this respect, money were like wheat, it would npt do for
the measure of value. But if, on the other hand, wheat were
like money, always produced with the same labor, not subject
to the alternations of scarcity or plenty, and capable of accom-
modating itself exactly to the wants of the community, what
absurdity would there then be in fixing the price for which it
might be had. It is the duty of government to see that money
is always of the same value, and what is always of the same
value ought always to command the same price.

We are often told, that both the borrower and the lender de-
sire the repeal of the usury laws; that it is for the interest of
the borrower to hire money as cheap as possible, and of the
loaner to get as much as he can for the use of his money, and the
whole matter can be safely left with them. There is more plausi-
bility than truth in these assertions. For it is obvious, upon a
little reflection, that the interest of the borrower and that of
the lender is not, upon the whole, adverse to each other. It is
for the benefit of the borrowers, as a class, to have the rate of
interest high, because a high rate of interest enables more men
to give up business and live upon the interest of their capital,
and consequently leave more business to be doneby the borrow-
ers of the money. The lower the rate of interest, the more bust-
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ness requiring the investment of large capital would have to be
done by the real owners of wealth. It is, therefore, for the benefit
of the borrowers, as a class, to have the rate of interest high
enough to bribe the capitalist to lay still, and suffer the borrowers
to be the conductors of most of the speculating, mercantile, and
manufacturing business of the community, although in this
way the people are obliged to support two sets of men, instead
of one, in these employments. There is no reason why the
borrowers, as a class, should desire to have the rate of interest
low. The borower does not pay the interest on the money
he borrows any more than the auctioneer pays the auc-
tion tax, or the merchant the duties. The borrower, the auc-
tioneer, and the merchant know that these are each a method
of indirect taxation; that the interest, the auction tax, and the
duties, are all to be repaid to them, with profits, by the con-
sumer. It is the consumer then, and not the borrower, the
auctioneer, and the merchant, that has an interest to have all
these different contrivances of indirect taxation reduced down
to the lowest rate consistent with the general good.

It has been shown that the worth of money must always
remain the same so long as it is not subject to increase or dimi-
nution. But in order to secure to it this most essential quality
of invariable value, its uniform circulation must be provided
for. There must exist in the community no motive to create
artificial scarcities of it, which would have, of course, the same
effect as an actual scarcity. In the same way as we have often
seen the price of flour and other provisions kept up by combi-
nations of speculators. But there is nothing that can be so
easily hoarded for this purpose as money. Any one bank
could, by withdrawing its money from circulation, in some
degree affect the money market. But what would be the effect
if several should combine. And can any doubt, that combina-
tions to keep up the interest of money would exist, extending
throughout the State, the union and the world, if laws against
usury did not prevent them.

When the currency is right, every change in the market,
either of increase or diminution, is immediately indicated by a
proportionate rise or fall of the price. But the holders of goods
have all of them an interest to withstand, and if possible, to

prevent the fall of prices. When their creditors are clamorous,
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they resort to borrowing at almost any rate, rather than submit
to a fall of their goods. If laws against usury were sufficiently
severe, and faithfully enforced, this disposition to resist the nat-
ural and rightful fall of prices could not be gratified, and
thousands of cases of bankruptcy, fraud and crime would be
avoided. How many instances have we known, of individuals,
who, by attempting to hold on, for high prices, so as to prevent
a“small loss in the beginning, have frittered away, in the shape
of usurious interest, to Shylocks, shavers, sharpers, and bro-
kers, the property that rightfully belonged to their honest
creditors, and have finally slumped down into hopeless insolven-
cy. We can now see that the Jewish law against usury, which
we believe was given by God himself, is not an arbitrary en-
actment, but like many other declarations of Scripture, which
seem at first unreasonable, and therefore not worthy to be ob-
served, will be found, upon more mature investigation, to rest
on the basis of reason and truth.

But it is often said that the laws against usury are not en-
forced ; that the price of money is promulgated every day in
the public papers, and that sometimes it is two or threeper cent,
a month, and that laws which are not in force had better be re-
pealed. But the evil consists in this, that the penalty against
usury has been repealed, while the law against usury exists on
the statute books. There was no complaint of the non-enforce-
ment of the law while the penalty for taking excessive usury
was a forfeiture of principal and interest. Who would dare to
let money to another at unlawful interest, when he knew that
the law made the borrower a competent witness to convict him
of usury 1? But the chance of losing the interest, or treble the
interest is not enough to restrain any body, that has a mind to
do so, from taking excessive usury. But let the former penal-
ties be restored, and we shall never again hear of money shav-
ing at two or three percent, a month.

The banking system and excessive usury are contrivances to
enrich the few at the expense of the many, and tend still farther
to disturb the equality of society, and thus to deprive ourselves
and our children of the means of acquiring an independent
livelihood. Most of the evils which we now endure, and which
we apprehend, are but the natural consequence of a wide de-

-3
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parture from equality in our laws, and the administration
thereof.

No nation on earth ever tolerated a banking system in all re-
spects like ours. In all other countries, some checks are pro-
vided against flooding the land with paper. Even England, the
nation which has kept the nearest to us in this great fraud, has
never been able to endure bank notes of a less denomination
than five pounds, so that the vast amount of money, used by
the people in the every day business of life, is retained among
them in silver and gold. But here, a competition among paper
money makers, in the different states, always exists, each striving
to outdo the other in this business; and bank bills of all denom-
inations, down to one dollar, and, in some cases, even the frac-
tions of a dollar, cover the land. But while we have been
constantly multiplying banks, and increasing our currency, and
while prices have been consequently rising here, the currency in
other countries has remained stationary, and prices there have
continued the same, until almost all the necessaries of life be-
came nearly twice as dear, in this country, as they were in
England and France; so that, at last, almost all the necessaries
of life could be imported from Europe cheaper than we could
raise them ourselves. This great discouragement to agricultural
and manufacturing pursuits, compelled thousands upon thou-
sands to leave the country and the workshop, and congregate in
the cities, expecting to make more gain in trade, speculation,
and Commerce, and importing our necessaries from abroad, than
they could by raising and making them at home. So long as
we have a currency more diluted with paper than the currency
of other countries, all our dealings with them must be detri-
mental to us. It is the same thing as it would be for two indi-
viduals to agree to exchange commodities, the one measuring
his articles in a bushel of five pecks, and the other in a
bushel of three pecks. In all our exchanges with foreign coun-
tries, we have been giving the large and receiving the small
measure. Our currency, which is our measure of value, being
more redundant than theirs, measures out to us a smaller meas-
ure of their productions than they receive of ours in return. It
is evident, that every article imported from foreign countries
will command the price established in our market, by our own
measure of value. And nothing can be imported here, unless
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the price of it is cheaper in some other country. And it is
equally evident, that whatever we export must be sold, in for-
eign countries, at the prices established in their market, by their
measure of value. It follows, therefore, that whatever we buy
of foreigners, we must buy at our own high prices, and what-
ever we sell to them we sell at their low prices. And ihe reason
why the balance of trade with foreign countries is often against
us, and why we are so often indebted to England, is, because
our currency is more diluted with paper than theirs, which
enables them to send here and sell to us the necessaries and
luxuries of life, at prices based on our currency, and receive in
return our productions, at prices so low as to command a profit
when sold in the market of Europe, and demand all their pay-
ments, for the balance of trade, in silver and gold. The evils
of these vast importations long since attracted the attention of
the public, and attempts were made to restrain them by heavy
taxation, and tariff laws were enacted for the miscalled protec-
tion of American industry. But while, on the one hand, laws
were provided to restrain excessive importations, by heavy tax-
ation upon foreign goods, on the other hand, the constant in-
crease of the currency, by the constant multiplication of banks,
kept prices rising, till at last foreigners were enabled again to
come in over the tariff laws, and pay all the protective duties
to the general government, which overflowed the national treas-
ury with a surplus of millions, and then to undersell our own
farmers and mechanics in our own markets. Now, the remedy
for these evils is not the imposition of more heavy taxation,
which some constantly require, but to remove the cause, and
then the effect will cease. If our currency was no more inflated
with paper than that of other countries, prices here, upon the
average, would be about the same as they are abroad, and im-
portations would then of course be restrained. In France there
is no paper money of a less denomination than about one hun-
dred dollars. If no bank bills of less denomination than this
existed among us, then the rate of prices here and there would
be about the same. But if we should return to an exclusive
specie currency, while other nations continued to use paper,
prices here would then fall below the standard of prices abroad,
and we in our turn should then have the power to undersell the
farmer and the mechanic in the markets of Europe. It is the
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dilution of the currency, and that almost alone, which gives
ascendency to prices here. We know, indeed, that the high
price of labor is often said to be the cause. It is true that labor
is higher here than it is in Europe, though not so much as it
seems to be. Fifty cents a day is as high wages as a dollar,
when it will purchase as much. It takes as much labor to raise
provisions, and provide the necessaries and con veniences of life,
in Europe, as it does here. Then the real cost of the production
of commodities cannot be less in England than it is among us.
The laborer in England, it is admitted docs not receive so much
of the fruit of his labor as he does in this country, but then
enough more is taken from him in the shape of taxes, tithes,
poor-rates, and pensions, to make up the difference, all of which
must be estimated in the cost of productions. Take any two
men carrying on equal amounts of the same business in each
country, and set down in two different columns every necessary
item of the expenses of each, and, although the item of labor
would be much the largest on the side of the American employ-
er, yet, if the currency in the two countries were alike, ft would
be found, in consequence of the excess of taxation paid by the
English employer, in the shape of duties, stamps, excise, tithes,
poor-rates, and pensions, that the footings of each would be
about the same. The vast interest of the national debt, the
great cost of supporting the king, the royal family, and the no-
bles, the hierarchy, the navy, the standing army, and the pen-
sioners, in riches and splendor on the one hand, and on the oth-
er the hosts of people which this enormous taxation treads
down into pauperism and crime, must all be taken from the
sweat of the brow of the laboring man. It is not, then, the
high price of labor that prevents us from raising our provisions,
and manufacturing our clothing, and almost every article which
we want to consume, bat because we are constantly tampering
with the currency. “ And he who tampers with the currency,”
says Mr. Webster, “ robs labor of its bread. He panders, in-
deed, to greedy capital, which is keen-sighted, and may shift
for itself, but he beggars labor, which is honest, unsuspecting,
and too busy with the present to calculate for the future. Hon-
est industry never comes in for any part of the spoils, in that
scramble which takes place when the currency of a country is
disordered. Did wild schemes and projects ever benefit the in-
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dustrious? Did irredeemable bank paper ever enrich the labori-
ous? Did violent fluctuations ever do good to him who depends
upon his daily labor for his daily bread ? All these things may
gratify greediness for sudden gain, or the rashness of sudden
speculation; but they can bring nothing but injury and distress
to the homes of patient industry and honest labor. Who are
they that profit by this state of things? They are not the
many, but the few; they are the speculators, brokers, dealers in
money, and lenders of money at exorbitant interest.”

This constant tampering with the currency, by the banks, is
a great evil in another point of view. Every new issue of pa-
per money cheapens the whole mass. The price of every thing
consequently rises. Rents, fuel, provisions, clothing, all the
necessaries and comforts of life, become dear. But the wages
of labor are always the last thing that is ever permitted to rise.
The laborer finds all his expenses increasing, while his income
remains the same. He asks for more wages, but the employer
perceives that the increase of wages must diminish his profits,
and the laborer is obliged to toil on as before, until at last, want
begins to trespass upon his family, and famine to stare his wife
and children in the face. He then makes a last effort to benefit
his condition, and, by uniting with others, engaged in the same
employments, endeavors to extort from the community a larger
and juster portion of the fruit of his own labor, and immedi-
ately the welkin rings with the cry of “ trades’ unions, wicked
combinations,” uttered by those whose combinations cover the
land, in order to prevent the very natural effects of their own
selfish policy.

Paper money has no intrinsic value. It rests almost entirely
upon the confidence of the community, and not upon the ability
of the banks to pay. If this public confidence should fail, the
banks could not pay more than ten cents on a dollar. The an-
nual bank returns show this. These returns prove, that there
is not more than one dollar in specie, taking all the banks to-
gether, to meet ten paper dollars with. It is said, however,
that the community is safe, because the banks have good secu-
rities, and good notes of individuals, for all the money they let
out. Now, let us examine these securities of individuals, and
see what security they afford the public. When the public con-
fidence in banks, or in any bank, begins to fail, everybody, who
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holds the bills, rushes to the bank to get payment. Now, the
bank must either stop payment immediately, or else pay out all
its specie, and then stop payment. But as soon as a bank stops
payment, its notes depreciate in the market. Where now are
these securities of individuals? Not yet due. They fall due
in three, six, nine and twelve months, perhaps. But when a
bank stops payment, it is the interest of every one, owing the
securities to the bank, to cry the bank down, so as to make the
public believe that it will pay but a very small per centage, in
order to be able to purchase the bills of the bank at as great a
discount as possible, so that, when his notes become due, he
may pay the bank in its own depreciated paper. Whenever a
bank fails, those who are owing the bank, and have taken and
circulated its bills as money, and who, if anybody, ought to
suffer by the failure, become rich; while those who have taken
the bank bills as money, who had no dealings with the bank,
are defrauded. This is a fair description of all bank failures,
and proves that individual securities to the banks are no security
to the public.

Banks are usually got up by great speculators, who want to
use all the money they can get, a part of the time, every year.
They are those who purchase from the first hands, from the
producer, all the great staple productions of the country, —the
flour, the cotton, pork, beef, fish, and tobacco. Now, all these
great staple productions of the country come into the market
about the same time, in the fall of the year, when these great
speculators and bankers feel the necessity of simultaneously
making large discounts at their own banks, and then the re-
sources of the banks are exhausted. A pressure in the money
market immediately ensues, and consequently prices fall, while
the great staple productions are in the hands of the producer.
At this moment, these great speculators and bankers, having the
money, come into the market, and make great purchases, with-
out competition. The money, having now passed from the
hands of the few speculators and bankers to the many pro-
ducers, immediately becomes plenty, and prices immediately
begin to rise ; but now the great staple productions of the coun-
try are in the hands of the speculators, who have the rest of
the year to sell out at vast profits, and make ready to play the
same game the next fall. And we venture to predict, that what
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is called a pressure in the money market will occur every year,
towards the last of the fall and the first of the winter, so long
as our present banking system continues. We see, then, that
banks are instruments of speculation, which enable speculators
to make prices low when they want to purchase, and high when
they want to sell.

We have long been multiplying banks, without making any
provision for an increase of specie. Nobody pretends that the
creation of new banks adds anything to the amount of real
money in the Commonwealth. For many years past, the specie
of existing banks has been taken to start new banks. Our
banking system is, therefore, like an inverted pyramid, growing
broader as it grows higher, until the slender base can no longer
sustain the immense superstructure. Whenever a few specula-
tors heretofore have wanted to go into large operations,—have
wanted to handle vast sums of money,-—the most eligible way
for them was, to petition the Legislature for a bank. It was
always easy for them to employ some tonguey attorney to ap-
pear for them before the committee on banks, and to interest in
their favor some eloquent champion of banks in the Legislature,
and the whole thing was accomplished.

The next object was, to dupe as many honest people as pos-
sible, to take stock, and pay for their shares in the bills of other
banks; and as for all the rest of the stock, the conspirators
could take it themselves, by giving their own notes and checks.
It was always easy for them to negotiate a loan, for one hour,
of specie enough to go through the ordeal of an examination
before commissioners; and all that it was necessary then to do,
was to swear, to make a solemn oath, that this specie was the
property of the bank, and was paid in by the stockholders in
payment of their shares, and was to remain in the batik to do
banking business. But no soooner were the backs of the com-
missioners turned upon them, than this same specie was trans-
ported back again to the vaults from which it came. The bank
had now gone into successful operation, and immediately two
or three or four hundred thousand dollars were stamped off, and
divided among tire conspirators. Now, this is a sample of our
beautiful banking system, previous to 1837. And when a sys-
tem like this, based on dishonesty, fraud, and pierjury, had, by
its own internal corruption, exploded, we looked about in aston-
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ishment, when ihe only cause of wonder was, that it had not
exploded before.

The frequency of crime always at last blunts the public sense
of justice, and those enormities which are always looked upon
with the utmost abhorrence, when occasionally committed by
obscure individuals, are often regarded as innocent, or meritori-
ous, when practised by the rich, or what is called the respecta-
ble portion of the community. A thousand years ago, in Rome
and in the petty Italian states, highway robbery and piracy
became so frequent, that these crimes at last ceased to excite
public attention, and, instead of being regarded with public
scorn and indignation, and visited with the most condign pun-
ishment, they began to be looked upon as chivalrous occupa-
tions ; and noble families and spirited individuals formed them-
selves into warlike banditti, and publicly sallied forth on
predatory expeditions, and returned with their plunder and
their captives, with something like the honor of victorious
armies ; and the people at last accustomed themselves to look
upon these things as right. These combinations were supposed
to possess the privilege, the monopoly of highway robbery and
piracy; and, in return, it was expected that they would effec-
tually keep down or destroy all private thieves, footpads, and
robbers. So now, when these bank enormities have become so
common, the moral sense of the community is blunted in rela-
tion to them. The privilege of making spurious money, by
millions, is acknowledged to be the privilege, the monopoly of
bank corporations ; while it is known to be for their interest to
hunt up and punish every obscure individual that attempts to
do the same thing on a small scale. “ One murder made a vil-
lain, million’s, a hero.” Paper money making is the most stu-
pendous fraud that has ever been practised upon mankind. It
has effected, indirectly, among a people under self-government,
and who claim to be enlightened, what the people of barbarous
ages, living under despotic governments, would not bear. In
the dark ages, the kings of Europe claimed the prerogative of
coining money, which, like the regulation of weights and meas-
ures, is always one of the highest prerogatives of sovereignty.
A pound current then, consisted of an actual pound of silver, or

an ounce of gold. But the kings of Europe, in order to fill
their own coffers, and cheat their subjects out of one-half of
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their money, called in the currency for a new coinage; and, in-
stead of making the pound current to consist of a real pound of
silver, or an ounce of gold, as before, they split the currency,
and made two pounds out of one, and then, by the force of sov-
ereignty, compelled their subjects to take it as before. But the
power of government, which could compel the people to call a
half a pound a pound, and take it as such, could not control
the law of nature operating on this subject. Everything im-
mediately rose in the market, to double its former nominal
value; and in this way society protected itself, as well as it
could, against the fraud of the kings. This sudden rise of
prices was wholly unanticipated by the kings; and their treas-
uries, filled by this robbery of their subjects, did not last half
so long as they expected it would. But, not understanding the
laws of currency any better than we do, they supposed they
could relieve their own wants, and the money market, not by
the creation of more paper money, but by doing what is exactly
equivalent to it; and so they called in the currency, and split
it again. Whereupon, prices again immediately doubled them-
selves in the market. This second robbery excited our ances-
tors to such a degree, that no attempt has ever since been made
in England to split the currency, and the pound sterling still
remains about a quarter of a pound of silver, or a quarter of an
ounce of gold.

Now, what is the difference, whether we double the currency
by splitting it in two, or whether we double it by the creation
of paper money? Whichever way it is done, the effect on the
community must evidently be the same. Why are counterfeit-
ers of gold and silver money everywhere liable to the severest
punishments, even if the counterfeits are so perfect as to avoid
detection ? The principal reason must be, because they increase
the amount in circulation, and thus disturb the measure of the
exchangable value of things. Clippers and lightenersof money,
however dexterously it is done, are, for the same reason, liable
to punishment. For the same reason, no man has a right to
make gold and silver money. How preposterous, then, it is in
us, to be enacting laws to authorize large corporations to make
money by millions, of the most worthless materials, when we
punish the individual that makes a single dollar of pure silver.
This is placing the subject on the best ground on which it can

4
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possibly stand. The most ardent advocate of banks will not
contend that paper money is more safe than gold and silver.
But if the banks had the power of controlling gold and silver
money, in the same way they do paper, all the evils which I
have described would follow. Such evils did, in fact, follow in
Spain. After this country was discovered, and the fruitful
mines in Mexico and Peru were laid open, the precious metals
flowed into Spain in so great abundance, that the coinage of it
became burdensome to the government. The privilege was
then conferred upon the nobles, the great miners and merchants,
to coin their own bullion. But avarice is insatiable. Not con-
tented with the abundance of gold and silver, which flowed in
from the mines, each of these privileged parties amalgamated
with the piecious metals a less costly alloy. Directly the cur-
rency was found to be debased, some in a greater and some in
a less degree, and therefore of a variable and unequal value.
The influx of gold and silver was so great, and the profits of
this coinage so enormous, that the attention of the nation was
drawn off from laborious and productive pursuits, to mining,
navigation, and the making of money. Spain became a nation
of buyers instead of producers, and habits of idleness, extrava-
gance, luxury, dissipation, fraud, and injustice, began to prevail;
and Spain, from being the freest, the most powerful, and the
most enlightened nation in Europe, sunk down into imbecility
and decay.

Is it not time, then, in view, of all these things, to pause and
to retrace our steps, before the evils become so inveterate as to
baffle and defeat every remedial and healing process. The peo-
ple have lost more by banking and paper money, from the colo-
nial governments downward, than from all other causes put
together. The banking system is now inflating itself again, and
all the signs are following, which we well remember existed
during the inflation preceding the explosion in 1837. The de-
mand for bank capital then kept pace with the inflation. As it
increased, it became indomitable, and could not be resisted;
until, the very session before the explosion, it seemed as if it were
impossible to satiate the appetite of the paper monster, and
millions of increase of bank capital, and new banks in great
numbers were brought into being. With the increase of paper,
specie became scarcer and scarcer, until resort was at last had
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to the issuing of the fractional parts of a dollar in paper money.
The present call for the increase of bank capital, and for the
creation of new banks, and the great scarcity of specie, portend
the same result. And we venture to predict, that unless some-
thing be soon done to reduce the dividends on bank capital, to
check usury, and to infuse into the currency a much larger
amount of gold and silver, the evil day of another bank explo-
sion is not far otf, or else such a sudden, concerted, simultane-
ous contraction of the currency must take place, as to create
great distress and bankruptcy throughout the community.
Whenever bank dividends are equal to six per cent., or a frac-
tion greater, the call for more banks and more bank capital will
always be made so perseveringly, as to command success. The
currency is always in the most dangerous condition, when bank
dividends are the largest. The banking system is, of all things,
the most difficult to control by legislative enactments. When
men have the monopoly of making money of paper, the tempta-
tion to make it in great abundance is found to be almost irre-
sistible; and we see by the bank returns, and by the bank
commissioners’ report, that the laws to control them have not
unfrequently been disregarded. The committee, therefore, re-
commend the passage of the accompanying Bill.

All which is respectfully submitted, by

FREDERICK ROBINSON, Chairman.
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AN ACT
Relating to Banks and Usury.

BE it enacted by the Senate and House of Representa-
tives, in General Court assembled, and by the authority of
the same, as follows:

1 Sect. 1. No bank, after the. first day of January
2 next, shall issue paper money, when it has not twenty
3 per cent, of its capital, in specie, in its possession.

1 Sect. 2. No bank shall loan a greater sum than
2 five per cent, of its capital, to any one individual, co-
-3 partnership, or corporation.

1 Sect. 3. No bank shall issue bills or notes of a

2 less denomination than three dollars, after the first
3 day of July next.

1 Sect. 4. No bank shall issue bills or notes of a

2 less denomination than six dollars, after the first day
3 of Januarv next.

ffommontoeaUl) of iflasßatJjusttts.

In the Year One Thousand Eight Hundred and Fifty-
One.
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1 Sect. 5. No bank shall issue bills or notes of a
2 less denomination than eight dollars, after the first
3 day of April, in the year one thousand eight hundred
4 and fifty-two.

1 Sect. 6. No bank shall issue bills or notes of a
2 less denomination than eleven dollars, after the first
3 day of January, in the year one thousand eight hun-
-4 dred and fifty-three.

1 Sect. 7. No bank shall receive a percentage, as
2 exchange, in addition to interest on any loan.

1 Sect. 8. All usurious contracts shall be void.

1 Sect. 9. Money paid on a usurious contract shall
2 be refunded.

1 Sect. 10. In all suits or actions relating to usury,
2 each party may use the other as witnesses.




