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House of Representatives, May 15, 1874.

The Joint Special Committee, to whom was referred the
petition of Peter T. Homer and others praying that the sub-
ject of the Usury Laws be considered by a special committee,
and for legislation thereon ; and also that the expediency of
so altering; the laws of mortgages of real estate that mort-o o o

gages may be uniform, and that parties having the right of
redemption may be duly protected ; and also the petition of
George R. Spurr and 452 others upon the same subjects, have
duly considered the subject-matter of said petitions and report
that it is inexpedient to legislate upon the subjects set forth
in said petitions and that the petitioners have leave to with-
draw.

For the Committee,

WM. S. KNOX.

Commomucaltl) of ittassacljuoctts.
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House of Representatives, May 15, 1874.

The undersigned, a minority of the Joint Special Committee
on the Usury Laws, heg leave respectfully to present a

In 1867, the time-honored usury laws of Massachusetts,
after many desperate attempts, were repealed. The repeal
was accomplished by assurances that free-trade in money
would lessen the rates of interest. It is well known that these
promises have not been redeemed. It was demanded chiefly
by money-lenders and their agents, and voted for by a very
small majority, who were made to believe that the millennial
period was at hand, when money-lenders were unable to re-
duce their incomes without legislative aid.

It appeared in evidence before the Committee, that even in
the present abundant supply of money, savings banks were
taking, in most cases, eight per cent, and upwards, and
brokers and individual capitalists from eight to twenty-five
per cent, on undoubted securities, and as a result, in the inte-
rior and in the environs of Boston and other cities, small
proprietors are becoming tenants, and unrestrained greed is
absorbing the earnings of honest industry.

In the course of the discussion preceding the repeal of the
usury laws, in 1857, Hon. R. H. Dana made a speech, which
was said, more than any other, influenced the members of the
legislature to favor repeal. In that speech Mr. Dana said:
"I will never vote for a bill, in whatever form it comes, the
object of which is, or the tendency of which is, to raise the
rate of interest on money by law. I will never vote for a
bill, the effect of which is to enable the interest on money to

rise, if it can be, by law, kept down for the benefit of poor
borrowers.”

The experiment has been tried seven years, and with ruin-
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ous consequences to the people, as many predicted. Industry
has been paralyzed and trade has been oppressively taxed by
exorbitant rates of interest. The currency has been monop-
olized by speculators, who look only to buying and selling it
for a commission, but with no reference to industry or legiti-
mate trade. Instead of being a facility to promote business,
the currency has been made an instrument of oppression,
panic and disaster.

A committee of citizens, of which the honorable treasurer
of the city of Boston was a member, sent a circular containing
numerous inquiries respecting the results of repealing the
usury laws the past winter, to the clerk of every town in the
Commonwealth. A large portion of the towns made prompt
returns, from which, and from public documents, startling
and painful facts are gathered. The increase of interest on
the permanent loans of the State cannot be less than from two
to three per cent. The amount of these loans cannot be less
than three hundred millions (including town and county
debts), thus adding an annual tax upon the people, since
1867, of from seven to ten millions of dollars. Of this sum,
the city of Boston pays $350,000, according to the testimony
given to the committee by the city treasurer. To this must
be added an extra amount paid on mercantile paper. This
sum cannot be estimated, but it must be immense. What-
ever it is, it is a direct tax upon the merchandise which the
people are compelled to purchase at enhanced prices. The
laboring classes, who have families to clothe and feed, are
swallowingevery month more extra interest in their drinks and
food, and wearing it upon their backs, paying it in rents and
taxes, than they receive in dividends from the savings banks
annually. Capitalists, who are encouraged to lend money at
high rates of interest to the South and West, only add to the
expense offlour, meat and other productions which are shipped
to the East, to be paid for by the people. Thus used, cur-
rency becomes a curse. During all time, this experiment has
been tried in all countries, and always with the same ruinous
consequences. England is now suffering under its withering
process, the second time, and it is asserted in a respectable
Review, ofLondon, that four-fifths of all the stock operations
are gambling transactions. This may be said of all the States
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in this country, where stringent usury laws do not exist.
The Bank of England and the Joint Banking Companies, are
making enormous dividends, and the common people cannot
command money, except at ruinous rates.

The repeal in England almost immediately raised the rates
of interest on real estate loans in New York city, from live
and one-half and six per cent, to seven, the highest legal
rate.

The subject of usury laws was discussed last year in the
constitutional conventions of Pennsylvania and Ohio, and the
past winter in the States of Virginia and Maryland, and their
importance sustained by large majorities. In 1872, Connec-
ticut repealed her usury laws on the false promises of Massa-
chusetts, but when the people of that State found that they
had been deceived, they demanded their restoration, and they
were restored in 1873, but only with an increase of interest
of one per cent.

In 1855, when a repeal of the usury laws was advised by
Governor Gardner, a committee of the House adopted his
recommendation and reported a bill. The Senate committee
made a minority report, which was adopted by a vote of
nearly three to one ; and from this report the following ex-
tracts are made, as applicable to the subject at this time :

“The importance of the usury laws is attested by the experience
of all nations. Their history is full of instruction to the inquiring
legislator, and their necessity has been the theme of practical states-
men from the earliest ages, or since the invention of money.
“It is forcibly stated by Blydenburgh (in his work on the usury

laws of the States), that ‘ the best argument in favor of usury laws
is, perhaps, the gigantic elforts of usurers to repeal them. The
more numerous class of borrowers do not feel their inconvenience ;

and the experience of the last half-century, to say nothing of an-

tiquity, conclusively shows that however they may be varied by
temporary excitement, they can never be permanently repealed.
It will be seen that there is no State in the Union, with perhaps,
the exception of the Plymouth Colony of Massachusetts, that has not
attempted to do without them and signally failed.’

“Before the invention of money, society had no means of con-
ducting trade, except by barter, —commodity for commodity. W ith
such a mode of doing business, it must be obvious to all that ex-
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change of commodities would necessarily be confined to very narrow
limits, and, even under the most favorable circumstances, must be
attended with many and serious difficulties. An extended commerce
would be impossible; the numerous variations of qualities, the in-
surmountable difficulties oftransportation, the absence of practicable
means to secure equality in the adjustment of exchanges, and the
want of a language to make a price, were some of the influencing
circumstances of civilization which led to the invention of money.
Its power was so great, that the ancients believed it to have been of
divine origin ; and at no period since its invention has its manage-
ment or control been intrusted to the individual citizen, except
under the direction of the government. A power of such universal
application must have the entire assent of the people; and the
people cannot be protected in the results of their industry, which
are to measured and regulated by such a power, except by the
agency of the government which they recognize and under which
they live.

“ It was one of the earliest acts of Washington to call the atten-
tion of Congress to look to the adjustment of this great power. He
says in his message, delivered January 8, 1790 ;

‘ Uniformity of the
currency, weights and measures, of the United States, is an object
of great importance, and will, I am persuaded, be duly attended to.

“ ‘Weights, measures and money are kindred inventions ofgovern-
ment to save time, to protect industry in the measure of its reward,
and to secure equal justice among men in the distribution of prop-
erty.’

“To repeal the usury’ laws, to enable borrowers to negotiate with
lenders face to face, would be no new experiment. The Capitalist,
or money lender, prefers to employ brokers for such business, and
for the plain reason that he may be exempted from the annoyance
of importunities of irresponsible borrowers.

“ In view of these considerations, the following conclusions are
warranted true to the facts of history, and are in harmony with
sound principles of political economy :
“ Ist. That no currency can be protected and made safe and use-

ful without usury laws.
“ 2d. That industry cannot be insured its just and legitimate re-

wards without usury laws.
“ 3d. That all attempts to abrogate usury laws have been uni-

formly attended with fearful and ruinous consequences, of which
examples can be given.

•■4th. That interest on money is a tax; that all proper means
should be taken to have maximum rate of interest as low as possi-
ble ; and that it is obvious from the experience of nations that no
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people can thrive where the rate permitted is above six per cent, per
annum.
“ sth. That the commercial welfare of the nation would be essen-

tially promoted if a uniformity in the usury laws could be established
throughout the nation so that each State should have the benefit of
its own capital.”

This subject has been ably discussed by the Hon. John
Whipple, of Rhode Island, and reference is respectfully made
to his very able refutation of the Bentham theory of free
trade in money. This was published in the "Jurist’’when
edited by the Hon. Charles Sumner, and it may be found in
the volume of Virginia Executive Documents, of 1857, in the
State Library. It was pronounced by the late Judge Story
and Mr. Sumner, the ablest exposition of the subject in any
language. Reference is also made to a letter of Nahum
Capeu, Esq., to Hon R. H. Gillet, of New York, which has
been republished by the Committee of Citizens, and dis-
tributed among the members of the legislature. In the fol-
lowing extract from that letter, the philosophy of the subject
is given, and money and merchandise are aptly contrasted and
compared, showing the nature and capabilities of each:—

“Money and Merchandise.
“But before I close, there is another proposition to be noticed,

and that is, the assumption that money is merchandise. This as-
sumption has led to many errors, and in legislation to unjust taxa-
tion upon honest industry. I will endeavor to point out the differ-
ence between money and merchandise. It is assumed in the follow-
ing analysis, that money, as money, is to be uniformly and strin-
gently protected by law.

“ Money exists only by legislation ; merchandise is the product of
individual labor and private enterprise. Money is the legal stand-
ard by which value is measured; merchandise is that which is valued
bi’ the aid of this standard. Money, as such, has no intrinsicvalue;
merchandise is sought for only on account of its intrinsic value.
Money is perpetual in its nature, and designed for use; merchan-
dise is temporary, and made for wear or consumption. Money is

concentrative, centering in the pockets or keeping of the few'; mer-
chandise is diffusive, being required and consumed by the many.
The identity of money is general, and, like the king, never dies,
the identity of merchandise is special and perishable. Money has
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official functions, and its attributes endure with the government
without regard to age, time or changes; merchandise is mere sub-
stance of temporary qualities, is new or old, and is subject to con-
stant changes, inevitable decay, or consumption. Money is a certif-
icate of value, and is transferable for what it represents ; merchan-
dise is the thing valued, for what it is, or its uses. If money were
merchandise as money, then a yardstick would be merchandise as a
measure, and the cloth would measure the yardstick as much as the
yardstick the cloth. Money pays a debt at the will of the debtor;
but law recognizes no such power inmerchandise. Money has a max-
imum and minimumpower according to law, otherwise it could not be
a standard of value with any more consistency than we can have un-
limited yardsticks or unlimitedbushels ; but prices of merchandise
fluctuate, and in relation to the legal standard, according to demand
and supply. Money is the instrument of exchange, of settlement
among traders ; merchandise is the stock in trade, to be exchanged.
Money is authorized by law for convenience, notprofit; merchandise
is produced by the labor of the people, and for profit. Money as mer-
chandise ceases to be money ; merchandise as money nowhere exists
except by legislation. Money is loaned and borrowed on security;
merchandise is bought and sold on credit, without security. Money
exists only as a relative agent, for measuring the value of other
things; merchandise is prized for what it is in itself. Money is an
agent to promote want; merchandise supplies want. Money' saves
labor; merchandise sustains it. Money' makes the price ; merchan-
dise pay's it. Money' in itself is the greatest of powers as an active
agent, and is wanted by' everybody ; merchandise is passive, and
has no agency power, unless it be acted upon and somebody wants
it. Whatever may be said to the contrary', these fundamental dis-
tinctions are practically acknowledged ; for while people are content
to borrow money on special terms of security, all are earnest to
sell merchandise on credit, and without security’. Purchasers of
merchandise are politely and earnestly' solicited to buy' by the
persuasive language of a simple salesman, who sells for others;
while borrowers of money are ceremoniously' permitted to make
their proposition to a council of owners of merchandise, or to a
grave board of directors.

“ As all products designed for use, ornament or consumption, are
to be weighed, measured, tested or valued, the governments of all
nations prescribe by law the means, and hence we have weights,
measures, tests and money, so ordered that all may understand
their uses, and render them available at the least possible expense.
Such instruments, designed by government for the convenience of
the people, require the strong, protecting power of law.”
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The minority of your Committee feel that this is a subject
of great magnitude, and that it is the imperative duty of the
legislature to protect the people from oppressive taxation;
and while they are decidedly of the opinion that six per cent,
is as high a rate as is consistent with the highest prosperity
of our people, yet, as several of the States have established
seven per cent, as their legal rate, they deem it expedient to
recommend the same as the rate for this Commonwealth, and
accordingly beg leave to report the accompanying bill.

JAS. H. CARLETON,
JEDEDIAH DWELLE Y,.

Of the Senate.

EDWARD P. LORING,
GEO. A. SHAW,

Of the House.
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AN ACT
Regulating Rates of Interest on Money.

Be it enacted by the Senate and House of Represen-
tatives, in General Court assembled, and by the author-
ity of the same, as follows:

1 Sect. 1. The interest of money shall be at the
2 rate of seven dollars, and no more,-upon one hun-
-3 dred dollars for a year; and at the same rate for a
4 greater or less sum, or for a longer or shorter time.

1 Sect. 2. No contract or assurance for the pay-
-2 ment of money, with interest at a greater rate than
3 is allowed by the preceding section, shall be thereby
4 rendered void; but when in an action brought on
5 such contract or assurance, it appears that a greater
6 rate of interest than is allowed by law has been
7 directly or indirectly reserved, taken or received,
8 the defendant shall recover his full costs, and the
9 plaintiff shall forfeit fivefold the amount of intei’cst

10 unlawfully reserved or taken, and no more, and

Commouujcaltl) of ilTasoadjuoctte.

In the Year One Thousand Eight Hundred and Seventy-Four.

2
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11 shall have judgment for the balance remaining due
12 after deducting said fivefold amount.

1 Sect. 3. When a greater rate of interest than
2 is allowed by law has been paid, the party paying
3 the same may, either by an action of contract or
4 suit in equity, recover back fivefold the amount of
5 the unlawful interest so paid, and no more: pro-
G vided, that such action or suit shall be prosecuted
7 within two years from the time of payment.

1 Sect. 4. This act shall not affect any existing
2 contract, or action pending, or existing right of
3 action, and shall take effect on the first day of July
4 next, at which date all laws conflicting with this
5 act are hereby repealed.
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