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The Committee on Mercantile Affairs and Insurance, to whom
were recommitted the bill to incorporate the Middlesex Mu-
tual Loan and Fund Association ; also, the bill to incorpor-
ate the Shawmut Mutual Loan and Fund Association ; also,
the bill to incorporate the Franklin Mutual Loan and Fund
Association, with instructions to report the reasons why the
said bills ought to pass, have considered the same, and report
back the said bills without amendment, together with the
following statement of the reasons which have been urged
before the committee in favor of the passage of the said bills.

1. The said associations induce laboring men, who receive
money in small amounts, at short and uncertain intervals, to
contribute such portions of their receipts as they can spare, to
an accumulating fund, for their permanent benefit, instead of
spending the same irnprovidently, because they know not what
to do with it.

2. The said associations enable the contributors to their
fund to borrow the money so accumulated, in amounts suffi-
ciently large to purchase homesteads, and thereby become land-
holders, with all those feelings of independence, and those
growing local attachments, which are so beneficial and desira-
ble to American citizens, and which cannot be enjoyed by poor
and dependent tenants.
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3. The said associations teach laboring men of limited
means how to manage property in large amounts, so as to avail
themselves of the productive powers of capital.

4. The said associations discipline the thoughtless and care-
less to habits of industry and economy, by placing them under
strong inducements, and actual obligations to make regular and
frequent payments or contributions to the accumulating fund,
in the benefit of which they are to share.

5. The said associations tend to cultivate and strengthen
in the laboring classes the wholesome desire of bettering their
condition, by enabling them to do so, in the way most agreeable
to themselves ; that is to say, by the acquisition of real estate, a
home for themselves and their families after them, and a valu-
able and permanent stake in society, acting as a guaranty for
its good order and stability.

6. Many such associations do in fact already exist; they
are fast increasing, and are liable to great abuse in the manage-
ment of their affairs, unless protected by some special provisions
of law, and they would therefore be much safer, and prove more
beneficial, under the restrictions and control of special charters,
or a general law adapted to their new and peculiar wants.

It is alleged that the theory of the said associations is good,
and their practice safe, and that their operations will wind up
in about seven years, and prove exceedingly profitable to all
the members, especially to those who shall hold on to their
shares till the final division of the accumulated fund. It is
said aWo, that lenders and borrowers of comparatively small
sums are brought together, and are all benefited by their mu-
tual accommodation ; and that members owning small parcels
of real estate can mortgage the same to these associations, and
thereby obtain cash advances, which they could not otherwise
procure.

It appears that associations of a character somewhat similar
have existed in England and Scotland for about twenty years,
and are now regulated there by a general act of parliament.
Such associations have also existed for five or six years, and
are now quite numerous, in the State of New York, and are
there regulated by a general law, in accordance with the policy
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of that State upon the subject of corporations. The theory
and practice of these associations, so far as the committee can
understand them, are substantially as follows :

1. There is a corporation, with all the necessary officers.
2. There is a certain number of shares therein, with a limited

par, or maximum value.
f

3. Each member must subscribe for one or more shares.
4. Each member pays to the corporation an entrance fee ;

also a monthly sum on each .share held by him; also all fines
and forfeitures incurred by any violation of the by-laws, or
omission to pay monthly or other dues.

5. Whenever and as often as the funds in the treasury
amount to a certain sum, say five hundred dollars, the loan of
it is put up at auction, at a monthly meeting of the members,
and the member who bids highest, or in other words, who will
surrender his share or shares for the least sum, takes the money
in the treasury, and give his bond and mortgage to secure the
payment of the interest thereon, and of his monthly dues, &c.,
until the time when the corporation shall be wound up. For
example, if the par value of a share is fixed at $5OO, it may be
surrendered to the corporation, or redeemed, as it is called, at
the first monthly meeting, for $2OO, or $l5O, as the bid may
be; and the member who takes the money and gives his bond
and mortgage as before stated, and surrenders his share, still
continues to pay his monthly dues upon it,—also his fines and
forfeitures,—also the monthly interest on the money which he
receives; and the process is repeated and continued until all
the shares are redeemed, or the property of the corporation
amounts to enough to pay the maximum value of all the unre-
deemed shares; and thereupon the corporation winds up its
business, divides its funds among the holders of the unredeemed
shares, cancels the bonds and mortgages on which the interest
and monthly dues, &c., have been paid up, and ceases to exist.

In the opinion of the committee, most of the benefits of
these associations may be obtained, more cheaply and safely,
through the instrumentality of savings institutions, which are
already established and well understood.
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These associations are also liable to some very grave objec-
tions. The expenses of management are considerable,—the
liability to losses from fraud, or negligence, or want of skill, in
the management of their affairs, is very great, and their profits
are chiefly made during the first few years of their existence,
and by a palpable violation of the usury laws, and in the end
fall into the hands of the money lenders, whose circumstances
do not require or induce them to pay extravagant premiums for
advances on their shares. The operation of the theory there-
fore appears to be, in a financial view, merely to make the rich-
est members richer at the expense of the poorer members.
And there is the further serious objection, that the title and
control of an unlimited amount of real estate, belonging, too,
to the laboring classes, is fixed, for an indefinite time, in these
corporations, if they are allowed to become such.

The committee therefore think, upon further reflection, that
the bills reported back ought not to pass; and that, as these
associations have not yet been tried sufficiently long, in this
country, to test their final success and utility, or develop their
peculiar exigencies for legislative aid, it is not expedient to leg-
islate upon the subject at present, unless it may be thought ex-
pedient to pass some proper general law for the security of the
property held by such associations.

They further report on the petitions of Albert J. Wright and
others, of S. S. Perkins and others, of John A. Knowles and
others, of Levi Wilkins and others, of John W. Smith and
others, of Charles Cary and others, of Joseph L. Drew and
others, and of S. H. Allen and others, that the petitioners have
leave to withdraw.

For the Committee,

GEO. HOWLAND, Jr.


