
SENATE....No. 62.

The joint Committee on Mercantile Affairs and Insurance, to
whom was referred the petition of James W. Paige and 336
others, merchants, traders, manufacturers and mechanics of
Boston, praying for a repeal of the usury laws of this Common-
wealth, and of Henry Frothingham and others, citizens of New-
buryport, that the law limiting the rate of interest to six per
cent, per annum, may be repealed : have duly considered said
petitions, and report that it is not expedient to legislate thereon,
and that the petitioners have leave to withdraw their petitions.

By order of the Committee,

BENJAMIN SEAVER, Chairman

Cxmunontoealtij of iHassartjusftts.
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The undersigned, a minority of the Committee on Mercantile
Affairs and Insurance, to whom was referred the petition of
James W. Paige and 336 others, merchants, traders, manu-
facturers and mechanics of Boston, praying for a repeal of
the usury laws of this Commonwealth, and Henry Frothing-
ham and others, citizens of Newburyport, for a repeal of the
law limiting the rate.of interest to six per cent, per annum,
beg leave respectfully, to submit a

During every period of scarcity of money, which has occurred
in this Commonwealth within the last thirty years, complaints
have been made by business men, who have been borrowers of
money, of the operation of our usury laws. These complaints
have often been made to the legislature, by petitions praying for
a repeal or modification of these laws.

It is due to a subject of this importance that preconceived
opinions should be laid aside, and a fair and full consideration
given to it.

The complaints of the practical effect of the laws, have not
been confined to the traders alone, but have been participated
in by manufacturers also. These parties are of the opinion that
any obstacle thrown in the way of obtaining money should be
removed—that they should be permitted to make their nego-
tiations direct with the lenders of money, which they cannot
now do, while the rate of interest is limited by law, and a pen-
alty imposed upon those who receive more than this limit.

If there ever was a time, (which may well be doubted,)

(CommontocaUlj of
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when any laws fixing a maximum rate of interest were neces-
sary, that time, it is believed, has long since, or is fast passing
away.

The legislatures of the great states of New York, Pennsylva-
nia, and New Jersey, are considering this question, and bills are
now pending therein, for a repeal or essential modification of
their usury laws.

There is but little doubt, that essential changes will speedily
be made, in the states named, and it is therefore the more im-
portant now, that Massachusetts should not be behind them, in
adopting any needful facilities, for the preservation and exten-
sion of the business of its citizens.

It is the opinion of many intelligent business men, that the
rate of interest for money, during the existing season of scarcity,
(unparalleled in duration,) would have been from two to three
per cent, per annum less than it has been, if there had been no
legal impediments to the direct negotiations for money.

Honesty and good faith requires a party who owes a debt, to
pay it promptly, if he has the means of raising the money,
whatever may be its value,—and therefore it is his duty, to in-
duce, if he can, lenders to violate the law, if he cannot borrow
within the legal rate. It is notorious that the law is daily dis-
regarded, to the injury of borrowers, who are now compelled
to resort to indirect ways, through the medium of third parties,
to obtain the means for meeting their engagements, and, as the
risk is enhanced, the rate of interest must necessarily be higher
in consequence.

It is a grave question, therefore, whether it is wise to retain
upon our statute book, any law which it is so often the duty of
good citizens to disregard. It is not necessary for the under-
signed to say, that in the nature of the case, no law prohibiting
people from obtaining over six per cent, for their own money,
can be executed. Periods of scarcity or plenty in the money
market are not caused by any laws, which the Legislature can
enact, but usually by the course of business solely; but in times
of scarcity, our laws may greatly increase the difficulty of ob-
taining it by interposing obstructions to the free ingress of money
where it is most needed, and rendering negotiations for it more
complicated and difficult.

It is well known that large sums of money are diverted from
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mercantile uses in our State, and sent to other places, on account
of the illegality of receiving over six per cent,, when the current
market value is much above this.

The usury laws operate very unfavorably upon manufac-
turers, and subject them to great losses. Commission houses
generally refuse to make cash advances on their goods, when
the market rate of interest is much above six per cent., (and it
has been so during the last two and a half years,) because they
will not, voluntarily, subject themselves to the penalty of the
law, and their commissions are not sufficiently large, to enable
them to advance money at six per cent, per annum, when per-
haps it costs them eight or nine per cent, or more.

The consequence is, that they take the acceptances of the
commission merchants, on four or six months, which are imme-
diately sold through brokers, and often purchased by the accep-
tors themselves, at the extreme market rate, while, but for the
impediment ot the law, the merchants would be glad to advance
the money, at considerably under the current street rates.

As manufacturers very generally require advances, the ag-
gregate loss to them in this way, amounts to a very large sum.
Money has been said with truth, to be merchandise, but it also
holds another important relation, inasmuch as our laws make it
the measure of value of all other property. A man cannot pay
his note with cotton, or coffee , or any other article of merchan-
dise, however much he may possess, because gold and silver
have been made the only legal tender. How important then it
is, that there be no restraints imposed upon the free nego-
tiation for it, and especially that our laws should not have any
tendency to divert it from those who may be suffering for it.
Liberal laws concerning trade, revive and extend agriculture,
commerce, and manufactures, and diffuse prosperity through-
out the Commonwealth. It is confidently believed that the peo-
ple of Massachusetts can be safely trusted by the Legislature to
manage their own private concerns in regard to monied trans-
actions, as they now do in every other department of business.
Why, then, should the Legislature dictate the rate of interest
which can be received for money I The undersigned, suppose
that theprincipal object of the law, fixing a maximum rate of in-
terest, was to protect borrowers from extortion and oppression,
but if, in practice, it is found that this object is not attained, but
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that the parlies intended to be benefited, are injured, then its pur-
pose is not realized, and the sooner it is repealed the better.
It is certainly the opinion of many intelligent men who have
observed the practical working of our existing laws,—that they
have entirely failed of their purpose. The undersigned do not
deem it necessary to make any very extended report on the
subject, as it is supposed that every member of the Legislature
has considered it more or less fully. At the session of 1837, a
petition (Senate, Doc. No. 26) was presented to the Legislature,
by the Boston Chamber of Commerce, by its President, William
Sturgis, and Vice Presidents, T. 13. Wales, R. G. Shaw, and F.
J. Oliver, which contains opinions as well adapted to the present
as to that time, and the undersigned, therefore, make the fol-
lowing extracts from that document.

Senate, Doc. No. 26.
MEMORIAL OF THE BOSTON CHAMBER OF COMMERCE.

“Your memorialists respectfully represent, that for more than
a year past, the mercantile community has been subject to a
pressure in their financial operations unexampled in its severity
and duration; during this whole time the rate of interest has
ranged from twelve to thirty-six per cent, per annum. This
pressure has not, it is true, been confined to this city; never-
theless, it has been much more severe than might have been
reasonably expected, considering the amount of capital owned
and employed here, by banking institutions and individuals.
The chief cause of this, your memorialists are satisfied, is to be
found in the operation of the 1 usury laws,’ the total inadequacy
of these laws to effect their object, is now self-evident; it is well
known that they are publicly and generally evaded by circu-
itous transactions through agents; the difficulty of obtaining
money has thereby been increased, and the price of it enhanced ;

one of the consequences of this practice is matter of grave con-
sideration:—it is fraught with an evil which cannot be over es-
timated the loss of that habitual respect for law which is its
strongest safeguard ; this alone would afford abundant reason
for the repeal or modification of the ‘ usury laws.’ Many of
our capitalists, from an unwillingness to evade these laws, have
sent large sums for investment in other states, (particularly in
New York,) where the legal rate of interest is higher. Large
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amounts have thus been withdrawn, when most needed here,
nor can we hope that this will be otherwise, unless the legal
rate of interest here, is made equal to that of the neighboring
states. In the opinion of your memorialists, the entire repeal of
the ‘ usury laws,’ would benefit the whole community; should
such a step however, not seem expedient to your Honorable
body, they request such a modification of them as may, in some
measure, relieve the mercantile community, without affecting
other interests; with this view they respectfully suggest a pro-
vision, like that now incorporated into the laws of England,
viz. : —that bills, or notes having not longer than a certain pe-
riod to run, be exempted from the operation of the 1 usury
laws.’ In England, the period is three months, (since been ex-
tended to twelve months,) with a much more extended system
of credit, six months might perhaps be advantageously adopted.
To obviate any evil consequences which might be attributed to
such a measure with us, it might be confined to transactions
between individuals, and not to apply to loans on mortgages or
to loans by incorporated companies.”

In order to show the views of experienced men in various
parts of the Commonwealth, on this subject, the following ques-
tions were addressed to such persons, viz.

Ist. Do our usury laws, in your opinion, afford any protec-
tion to borrowers of money ?

2d. Would a repeal of these laws, cause money to be more
abundant in times of scarcity ?

3d. What would be the effect of a repeal of the usury laws
upon the agricultural interests of this Commonwealth 1

Extracts from their replies follow, viz. :

From Salem.
“ I consider the usury laws a portion of that policy of the

dark ages, which placed the commercial community under guar-
dianship, resulting from the persuasion, that the rulers were pos-
sessed of all the knowledge, intellect and honesty, and that the
ruled were knaves or fools. A different view of these things is
beginning to prevail, and it is now conceded by some, that the
best place to seek for knowledge, is among those whose every
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day practice leads them to obtain it, and whose interests are
best promoted by its possession.

To come however to the specific questions put by you. Ist.
Do our usury laws, in your (my) opinion, afford any protection
to borrowers 1

To a certain class, yes,—but they also augment the difficulty
of that class becoming borrowers. That class is composed of
those who would violate their private contracts, because the law
allows them to do so. Persons therefore, who are known to
belong to it, will not be trusted at any rate of interest. But as
the characters of men cannot always be known, there will be a
degree of doubt attached to every man, whose standing and
honor have not been thoroughly tested, and there will, of course,
be different rates of premium demanded to cover this estimated
risk. Now, if these rates were always proportioned to the fact,
there would be no great harm done by the usury laws, because
honesty would then bring its own reward, in the advantage it
would have over roguery, but as this cannot be, the effect is to
oblige young and enterprising men, who have had no time to
establish a reputation for integrity, to pay for this risk, which
the laws create. If this be true, the usury laws will certainly
operate to the advantage’of the rich and well established houses,
and to the disadvantage of those less wealthy and less known.
Whether it be desirable that it should be so, is another question,
not necessary, now to discuss.

2. What would be the effect of a repeal of the usury laws
upon the agricultural interest of the Commonwealth 1

1 suppose that capital in small amounts, in the hands of prac-
tical agriculturists will yield, as a general rule, a much greater
profit than the same sum will give to the capitalist, for the sim-
ple reason, that it has more of his time and attention. It is,
consequently, for the advantage of the agricultural interest, that
it should have the greatest facility, that the State can give, for
obtaining such capital. Under a mortgage, no man, as the
laws now are, will take more than six per cent., but he will
not loan it for six per cent, if he can do better, income and se-
curity being both considered. What then is the effect of the law 1

The farmer must do without borrowing, or he must give so
much security as to compensate for the reduced rate of interest.
If the usury laws were repealed, he could then choose for him-
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self, pay the current value for the money he wants, or sell his
property. Now he can only do the latter, unless, perhaps, by
pledging a very large estate, he may borrow a very small sum.
The farmer ought to be the best judge of his own interest. If he
is not so, in relation to hiring money, he is not in regard to hiring
help, and the Legislature may, with as much reason, regulate
the maximum of wages as the maximum of interest.

In a word, it is my opinion, that after having provided for
general education, it is best to trust to its effects in enabling the
people to conduct with their own property, as they think most
for their own interest.”

From Northampton.
“I am not aware that any law has ever been framed in Eu-

rope or America, in' terms so ingenious and coercive, that it has
not been easily, fearlessly and constantly evaded! and the bor-
rower has of course, as a general thing, had to pay for its infrac-
tion. Legislation on this subject, so as to extend protection to
the borrowers, is as vain and impotent, as it would be to forbid
by law the sale of bread or other food to a starving man, who
has the means of paying for it. Will not a man give all that
he hath for his life? And is not failure death to a man of busi-
ness, and to be averted by all conceivable means, and all pos-
sible sacrifices, not involving character? My observation fur-
nishes no instance of a person quietly submitting to such a fate,
from any reluctance, hesitation, or scruples about a breach of
the usury laws.

Such laws are, in my opinion, of little or no benefit to the
lending capitalist, and are highly oppressive to all borrowers,
except those who borrow for the purpose of lending again at a
higher rate of interest. The only persons benefitted by them, is
this small excepted class, found in the country as well as city,
who constitute the third or intermediate party in all money ne-
gotiations in times of pressure, and are commonly designated
‘ sharks,’—a class created by these laws, and whose continued
existence depends upon them. This small and benevolent class,
are ever seeking with the liveliest sympathy, objects of pecuni-
ary distress, and administering to their relief. In times referred
to, they borrow of capitalists or banks at from seven to nine
per cent., and lend to their victims, or rather the victims of the
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usury laws, at from fifteen to twenty-four per cent.,—the dif-
ferent rates which these parties pay, representing the degree of
oppression which the borrower suffers from this kind of legis-
lation, except where his failure follows, and is caused by the
extortion, when his suffering admits of no measurement in
words or figures.

A repeal of the usury laws would unquestionably make
money more easily attainable by the borrower, and therefore
without any tendency, to increase its amount, would render it
more abundant for purposes of business. Can any one doubt
that the existing pressure in the money market, unprecedented
in duration and severity, is owing in part to this wretched and
abortive attempt to regulate the price of an article, which can
never depend on legislation for its value ?—a value determined
only by the necessities and ability of the borrower. These laws
have often operated oppressively in another way, by enforcing
sales of goods at prices less than cost. They thus compel, not
merely an immediate sacrifice of property, rather than endanger
the credit of the house by a high rate of interest, but by destroy-
ing a remunerating market, they inflict a permanent injury in
order to obtain a temporary relief. Remove the disability to
borrow without hindrance created by law, and such sacrifices
will be frequently obviated.

Whatever affects prejudicially the merchant, manufactur-
er, and mechanic, must be injurious to the agriculturist.
Their interests are inseparable and a blow inflicted on one class
must be felt by all, and by none more deeply and surely than
by the latter. An independent farmer, with abundance of cap-
ital, has perhaps as little direct interest in the usury laws as
any man, their existence or repeal being of importance only or
chiefly, as they affect his customers. But to all farmers needing
more capital for their business, their repeal would be the great-
est boon, because to them a high rate of interest and bankruptcy
are nearly simultaneous. If required to state who would be
most benefitted by such repeal, I should have no hesitation in
naming the mechanic and farmer of small means, worth from
five hundred to fifteen hundred dollars. Such men are not fa-
miliar with the agents of capitalists, and are averse to making
applications to banks, with whose forms of business and require-
ments they are unacquainted, and the loans they seek being

2
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small, they fall an easy and unresisting prey to the ‘ sharks.’
A repeal of these laws would disabuse their minds of the horror
of secret negotiations, by removing its cause and necessity, and
would introduce them to the capitalist, who would gladly sup-
ply their necessities at one-half or even third the rates they now
pay.”

From Springfield.
1. “Do our usury laws, in your opinion, afford any protec-

tion to borrowers of money 7
I should say our usury laws afford little, if any protection to

the borrowers of money, they are so easily evaded.
2. Would a repeal of the laws cause money to be more

abundant in times of scarcity 1
I think if our usury laws were repealed, money would be

more easily obtained in times of scarcity.
3. What would be the effect of a repeal of the usury laws

upon the agricultural interests of this Commonwealth I
I think that the agricultural interests of this State would not

suffer by a repeal of the present usury laws.
I think, if our usury laws were repealed or modified, the av-

erage rate of interest paid throughout the State, would be lower
than it now is. There are many people, who from a regard for
the laws, be they good or bad, will not break them; and many
persons who would be willing to lend money for eight per cent.,
on what would be esteemed good security, in the region where
they live, are prevented by the laws, and have to go to ‘ shavers’
(a class of persons found in every village and town,) and pay
just what rate the party applied to choose to charge, which is
often from twelve to twenty-five per cent, per annum. I say
this from ray personal knowledge of transactions between par-
ties. Farmers are now investing their money in banks and
railroads, but if they could be allowed to sell their money as
they sell their produce, many of them would loan on good per-
sonal security, or bond and mortgage. Money will always go
where it is most wanted, and where the rates of interest are the
highest. I think our usury laws have a tendency to drive
money into other states where the rates are higher.

I do not think the repeal of the usury laws would have an
injurious effect upon the agricultural interests of this State.
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Farmers ought not to be large borrowers, and good farms are
considered in the country, as good security for a long term of
years as any other property. I mean where the value is prin-
cipally in land and not in buildings.”

From Lancaster.

“My opinion is that our present usury laws do not afford any
protection to money borrowers.
I believe that a repeal of said laws would cause money to be

more abundant in times of scarcity.
There are many conscientious men who will not violate a

law, and therefore keep out of the market, when money is
scarce, and instead of loaning their money, (being desirous of
making the most they can lawfully,) invest in stocks, &c., and
consequently, when money is worth more than lawful interest,
those who are skilful in evading the laws, and have no con-
science to contend with, monopolize the business of loaning
money or 1 shaving notes.’

I am not prepared to give an opinion of the effect of a repeal
of the law, upon the agricultural interests of the Commonwealth,
but as at present advised, I think it would not be injurious.
Still, to repeal a law which has stood so long, would be so great
a change, (and as I am rather timid about making experiments
of a doubtful nature,) I should hardly dare to advise it. I think,
however, that the present laws ought to be modified, and that
it can be done without risk, for whatever you may erase or add,
you cannot make a change that will make them more complete-
ly inoperative than they now are. While I confess that lam
unable to suggest what modifications should be made, I rejoice
that the subject is in the hands of a competent committee, who
will give it due consideration, and report either a repeal or mod-
ification, which I doubt not will be beneficial to the community.”

From Fall River:

“Do our usury laws afford any protection to borrowers of
money 1

I answer, they do not to the great mass of daily borrowers,
the truth is, and all experience shows, that money is merchan-
dise. and commands its market value, as all other merchandise
does, both in loaning it and in buying properly with it. If
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money is high, usually stocks are low, and so with real estate,
and merchandise of every description.”

It is proper to add, that another intelligent gentleman of Fall
River, of whom enquiry was made, was “ of the opinion that a
repeal or modification of the existing laws would be injurious to
the well being and the general prosperity of the larger, and
therefore the more important classes of the community, and the
usury laws should not only be continued, but their penalties
should be increased, and some means devised by which the
violaters may be made to suffer those penalties.” How this
recommendation is to be carried into effect, the writer has not
pointed out.

In view of the antiquity of usury laws, and their long sup-
posed necessity, the committee would recommend only a partial
repeal, so as to release obligations having not longer than twelve
months to run, from their restraints. This modification, if
adopted, will, it is believed, attract large amounts of capital
from other quarters to this State, and lead capitalists who are
scrupulous about taking over six per cent, interest, to change
their investments from government and other stocks, which are
a drain on our own resources, and thus tend virtually to lessen
the price of money in times of scarcity, by calling into the mar-
ket a larger supply. In conclusion, the undersigned, respect-
fully ask the Senate, to give the subject a full and candid con-
sideration—and, in accordance with the above, they report the
accompanying Bill.

BENJAMIN SEAVER,
ALBERT THORNDIKE.
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AN ACT
Relating to the Usury Laws.

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. That from and after the passage of this
2 act, it shall be lawful for all persons, to pay and re-
-3 ceive, such rates of interest for the use of money, as
4 the parties may agree upon, provided the time does
5 not exceed twelve months.

1 Sect. 2. Nothing in this act, shall be so construed,
2 as to authorize any bank, or any other corporation,
3 to make any loan, or grant any discount in any form,
4 on interest or discount, of more than six per cent, per
5 annum, nor shall it be lawful for any person to take
6 more than that rate of interest on loans by mortgage.

1 Sect. 3. In all cases where the rate of interest is
2 not specified, six per cent, interest only shall be
3 charged, paid, or received.

CommoittotaUJj of iHassacijustttß.

In the Year One Thousand Eight Hundred and Fifty.
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1 Sect. 4. That no greater rate of interest than six
2 per cent, shall he charged on any judgment, after the
3 date of the rendition thereof, entered in any courts of
4 this Commonwealth, although such judgment may be
5 formed upon a writing, stipulating a higher rate of
6 interest.

1 Sect. 5. That so much of any existing law or
2 laws, as conflict with the provisions of this act, be,
3 and the same is, hereby repealed.


