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House of Representatives, March 19,1861.

The Committee on Manufactures, to whom was referred the
Order of March 2d, directing them to inquire into the expe-
diency of providing by law that selling agents of corporations
should pay over, at stated times to the treasurer of said cor-
porations, the funds in their hands, and also transfer to them
the notes in their possession for the corporations’ goods ; and
also directing them to inquire into the expediency of pro-
viding that the selling agents of corporations should not be
eligible to the offices of directors in the same, herewith

That upon the last portion of said Order it is inexpedient to
legislate, but upon the first part of the same we deem it to be
for the advantage of the public and of stockholders in large
corporations, to make the following full, and as it appears to us
fair and candid Report. The information upon which the
“ Order ” was based, came from stockholders in large and most
successful manufacturing corporations, and we therefore con-
sidered that any general facts gathered from the testimony of
the officers of one of such companies, would give us a fair
criterion by which we might judge of the nature, character, and
extent of the evil, of which many stockholders in large corpora-
tions loudly complain.

Commomumltl) of Massachusetts.

REPORT:



2 [April.MANUFACTURING CORPORATIONS.

We accordingly notified the treasurer and clerk of the Mer-
rimack Company to appear before us, and from their testimony
and that of stockholders, and by documents to be hereafter
named, we gathered the following facts. Upon the general
establishment of manufacturing corporations in 1828, it ap-
pears that their credit was somewhat doubtful in financial
circles, and that to place them upon a firm, sound, and safe
footing, it was necessary they should have to their paper the
endorsement of some one individual or firm that possessed
undoubted credit. In these cases the individual sold the goods
of the company, and all the notes for goods thus sold were made
payable to the individual or selling agent, and by him discounts
were obtained of the banks as though they were his own private
paper. It was under such circumstances as these that the
Merrimack Company, then in its infancy, began its successful
and we might perhaps say unexampled career of success, the
Hon. Nathan Appleton standing in the relation to that company
that we have noted above, he associating with him early (1828)
the well and widely known Boston merchant, James W. Page.
Persons thus situated and circumstanced as “ selling agents”
became practically the treasurers also, and we think we may
safely say, that till the panic of 1857, it did not seem unsafe or
injudicious to allow it to be so, yet it appeared in evidence
before us that as early as May, 1856, a committee of the direc-
tors of the Merrimack Corporation, composed of Hon. Francis
B. Crowninshield, Hon. John A. Lowell, and William Gray,
Esq., reported to said company that it would be advisable that
“ the selling agents pay over as often as once a week any money
in their hands belonging to the company, to the treasurer,&c.”
The crisis of 1857, the failure of the Bay State and Middlesex
Mills, made the stockholders in all large manufacturing corpo-
rations anxious in regard to the management of their property.
A most stringent bill was introduced into the legislature, the
succeeding winter, in order the better to protect their rights,
but the bill Was defeated, yet it did much good, as it called
public attention to the loose way in which many of the affairs
of large corporations are often managed. In one of these com-
panies a special committee was appointed to make an examina-
tion of its affairs, when it appeared, as it did also injevidcnce
before us, that while nominally the company had a-treasurer
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under bond of thirty thousand dollars, he had no charge or
custody of the funds of the corporation, yet he made all the
purchases; and it also appeared that the selling agents, (we
quote from the able and elaborate report of Messrs. Morey,
Washburn, and Francis, hereafter alluded to,) who gave no
bonds, had in their hands the following moneys, notes, and
other assets of the company, viz.: In August, 1858, $572,000 ;

November, do., $870,000; May, 1859, $609,000; August, do.,
$670,000; November, do., $870,000; and in some cases the
cash in hands of selling agents and belonging to the corpora-
tion, was as follows: $143,876 ; $51,415; $42,990; $59,381;
and so on, while at certain times the funds held by the selling
agents will equal at least one-third of the entire capital stock of
the company.

From a paper filed with us it would seem that the Merrimack
Company (and we cite this one because it is justly deemed a
“ model corporation ” in many respects) appointed in June, 1859,
a committee to examine into these matters, which committee
was composed of Messrs. George Morey, William R. P. Wash-
burn, and Francis, and they in their report unanimously
indorse Messrs. Lowell’s, Gray’s, and Crowninshield’s views
before alluded to, (as in their report of May 31, 1856,) and
they also report a series of resolves, adopted unanimously by
the stockholders, recommending and instructing the directors
of that corporation to remedy this evil. These resolves were
as follows

Resolved, That it be recommended to the directors to require
the selling agents in all cases, so far as practicable, to take
notes for all goods sold on credit, and in such a form or manner
that it shall appear on the face of such note that the interest or
property therein shall be vested by law in the Merrimack Manu-
facturing Company.

“ Resolved , That it be recommended to the directors to re-
quire the selling agents to pay and pass over, without delay , to
the treasurer, all moneys and notes received or taken for goods
sold for the Merrimack Company, or at-such- -short stated times
or periods after the receipt thereof, as the said directors shall
prescribe.”

The directors of this corporation have thus far refused to
carry out the wishes of the stockholders, and in an elaborate
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report on the subject have labored to show that the practice as
it now exists, is not detrimental to any party. In this opinion
your Committee cannot concur, and we are of the opinion that
the public, who are always affected by mercantile or commercial
panics, have a right to insist on the fullest and amplest security
to every individual stockholder who invests his funds in these
large manufacturing corporations.

The facts before us all show that here is an evil that should
be corrected, and a looseness in the management of our large
manufacturing corporations that demands prompt attention,
and the question recurs to us how shall a change be effected by
the legislature which creates them or by the stockholders who
own them. Many of the stockholders, we are forced to say, care
but little how the corporation is managed so long as it pays
handsome dividends ; in fact we doubt if they could know how
the affairs of the company were managed if they were inclined
to do so, for it appeared in evidence before us that in one or
more of the larger corporations even the directors (owing to
the changes that take place from time to time in the houses
selling their goods) did not know who all their selling agents
were, nor when the partners of these selling agents change, as
no notice of such change is ever given to the directors or treas-
urer. To remedy the evil of these anamolies of a treasurer
under treasury bonds yet having no funds save what a “ selling
agent” sees fits to deal out to him, and having a selling agent
under no bonds keeping and controlling all the funds of a
corporation, a bill has been submitted to us by sundry stock-
holders which is brief in its character, yet decisive in its effect.
In the opinion of some of your Committee such a bill as is here
given should be passed at the present session of our legislature;
yet all of us, hoping that the attention that we have called to
the subject, and the certainty of another legislature acting on it
ifit be not changed, may lead the stockholders of the several
corporations interested to correct the wrong complained of by
means ofthe action of their boards of directors soon to be elected,
have been led to agree to refer the bill and report to the next
general court.

All of which is respectfully submitted.
For the Committee,

D. F. PARKER.
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CommcmiucaUl) of iilassacljusetts.

AN ACT
Concerning Manufacturing Corporations.

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 All the moneys, notes and drafts belonging to every
2 manufacturing corporation established by the laws of
3 this Commonwealth, shall be placed in the care of,
4 and be held and safely kept in the custody and under
5 the control of the treasurer of such corporation as the
6 responsible financial general agent thereof, and it shall
7 be his duty to require the selling agent of such cor-

-8 poration to pay and pass over to him, the said treas-
-9 urer, all moneys, notes and drafts, received by said

10 selling agent for the goods of such corporation sold
11 by him, without delay after the receipt thereof; and
12 it shall be the duty of said selling agent forthwith
13 after the receipt of such moneys, notes and drafts, to
14 pay and pass over the same to said treasurer.

In the Year One Thousand Eight Hundred and Sixty-
One.




