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House of Representatives, Jan. 12, 1836

Ordered,
That the Corpmittee on Mercantile Affairs

and Insurance be instructed to enquire into the expedien-
cy of defining and limiting, by law, the gross amount,
that any insurance company, chartered in this Common-
wealth, shall be allowed to insure or risk on its capital
stock.

Sent up for concurrence.

Concurred.

CHAS. CALHOUN, Clerk.

L. S. CUSHING, Clerk.

(TommonUiraUl) of JHassatijusetts,

In Senate, Jan. 15, 1836.





House of Representatives, Feb. 24, 1836.

The Committee on Mercantile Affairs and Insurance, to

whom was referred the order, submitted to the House
of Representatives on the 12th of January, instructing
them “ to enquire into the expediency of defining and
limiting, by law, the gross amount that any Insurance
Company, chartered in this Commonwealth, shall be al-
lowed to insure or risk on its capital,” have attended
to that duty, and ask leave to submit the following

It is apparent that the subject matter of the order, which
the committee have been instructed to consider, is deem-
ed by the Legislature to be of sufficient importance, to
justify a serious examination, and this is inferred from the
repeated agitation of the enquiry here. Whether there
is any real cause for apprehension, that the interests of the
community may be jeopardized by the course of business,
pursued by the Insurance Companies in this Common-
wealth, or whether those apprehensions are only imagina-
ry, the subject commends itself to the consideration of
the legislative guardians of the public interests, so that if
upon a careful investigation, the opinions entertained
should be confirmed, a prompt and efficient remedy should

ComworctoealtJ) of J^assacljusctts.
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be applied—and if unfounded, the error as promptly cor-
rected, to the end, that undiminished confidence in those
institutions should be maintained and extended.

In this view of the subject, the committee have thought
it expedient and necessary, to present the result of their
deliberations, in greater detail, than they should have
thought requisite, did they not believe that erroneous and
dangerous opinions are entertained by many, from the want
of some precise information in relation to it; and they
believe, that the present is a suitable occasion for its ex-
amination, and one that may be advantageously improved
to present the subject in such an aspect before the Legis-
lature, as will have a tendency to suppress the doubts, if
not entirely to dissipate the fears, that are now entertained
by a portion of its members.

The order proposes an enquiry into the expediency of
defining, and limiting by law the gross amount, that any
Insurance Company shall be allowed to insure, or have at
risk at any one time on its capital.

If the committee apprehended no greater difficulty in
satisfying the Legislature, upon the subject of their en-
quiries, than they have met with in satisfying themselves,
their task would be easily accomplished; but they are
aware that they have to encounter opinions, to which they
willingly yield their respect, as honestly entertained,
though based, as the committee humbly conceive, upon
untenable premises, and proceeding from the want of a
practical and familiar acquaintance with the subject.

It can hardly be expected, that all men should be famil-
iarly acquainted with the principles and details of every
branch of business; but every one, it is supposed, pos-
sesses the needful qualifications to fit him for his own pe-
culiar pursuit or employment. The commingling in a
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legislative assembly of persons engaged in the various oc-
cupations or professions of life, although mostly, if not
entirely, the result of accident, is indispensable to its use-
fulnesss. The resources of each are brought into requi-
sition, and made available, and each part is as necessary
to the whole, as are the several materials, which enter into
the composition of a ship, to the perfect completion of the
design. The humble labors of the individual, that fells
the tree in the forest, or of the miner that digs into the
bowels of the earth for the ore, or the artisan, that moulds
and fashions the rude materials into form, are each as in-
dispensable as the skill of the ingenious architect, who
designed and superintends the structure. It is by such
fortunate combinations of varied information, that we are
enabled to perform acceptably and beneficially the func-
tions of legislators; otherwise, it may be apprehended,
that the interests of a portion of the community would
be but indifferently regarded, from a lack of knowledge of
the wants and requirements of each, which could not
otherwise be obtained, without great inconvenience and
labor.

In considering those measures, which are essential to
the interests of commerce, manufactures and agriculture,
we appeal with confidence, for correct and practical infor-
mation, to those who may be considered the immediate
representatives of those interests here. In a measure,
that is of importance to the commercial community, the
manufacturer, the agriculturalist, who are so proper to in-
struct us as those who are familiarly acquainted with
their operations. The suggestions of experience, if pro-
perly received and appreciated, will animate our confi-
dence, diminish our labors, and apportion our responsibil-
ities.
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In accordance with these views, the committee take

leave to state, that the conclusions at which they have
arrived are sanctioned by the opinions of those, who are
acquainted with the subject, and they are submitted to
the judgment of the Legislature.

By the 37th chapter of the Revised Statutes, section
21st, it is provided that “the said companies (meaning
Insurance Companies,) shall never take on any one risk,
whether it be a Marine risk, or an Insurance against fire,
a sum exceeding one tenth part of their capital stock ac-
tually paid in.”

This provision, it is understood, was introduced into the
original statute, passed in 1818, defining and limiting the
powers, duties, &c., of Insurance Companies, upon the
suggestion of a distinguished merchant of Boston, then a
member of the Senate, and it was supposed to be all that
was required of the Legislature, to restrain the companies
from insuring too great an amount in any one bottom, and
the committee are of opinion that the restriction or limi-
tation is salutary, as it tends to greater confidence in those
institutions than would be felt without it. This provision
is peculiar to the Insurance Companies chartered in this
Commonwealth.

It may be assumed, as a fact, that no generally exten-
sive commercial operations can be made, either by sea or
on the land, but more especially the former, without the
protection which is afforded by insurance. Merchants
seldom risk their property on the ocean, without insurance,
and the practice of insuring against fire on buildings
and on merchandize, has increased in amount tenfold
within twenty years. This is owing to the vast increase
of mercantile business, the consequent accumulation of
property, and extension of manufacturing establishments



91836. HOUSE—No. 33.

in different parts of the Commonwealth. The facilities
afforded by insurance enable persons of comparatively
small means, to prosecute a business in which they
would be precluded from a competition with those of
more ample fortunes, and even the latter class would be
greatly limited in their adventures, if they were deprived
of this species of protection.

Previous to the incorporation of any insurance compa-
nies in this Commonwealth, and for many years after the
incorporation of those of the earliest date, a large amount
of the insurance, effected here and in the principal sea-
ports of the United States, was done by individual under-
writers, and a very great part of that which is now effect-
ed in London and Liverpool continues to be done in the
same way. The incorporated companies in this country
now monopolize the whole, with some minor exceptions of
small towns on the sea-board, where the amount of busi-
ness would not warrant the establishment of incorporated
institutions for that purpose.

It has never occurred, as the committee have been in-
formed, that either incorporated companies, or individual
insurers thought it expedient or necessary to limit them-
selves, as to the amount of the aggregate sum underwrit-
ten, while they could or did obtain an adequate premium
for their liabilities. They believed, that their own secu-
rity, as well as that of the insured, was increased in pro-
portion to the magnitude of the aggregate amount of their
risks. This may surprise those, who think it not only ex-
pedient, but necessary for the security of the insured, that
Insurance Companies should be limited, in the amount of
their risks, to twice or thrice the amount of their capi-
tal ; but the committee believe, (however paradoxical the
assertion may be thought, by those who have not examin-

9
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ed the subject,) that if a company, with a capital of one,
two or three hundred thousand dollars, commencing busi-
ness this day, should immediately insure one hundred
millions of dollars, not exceeding the limits of ten per
cent, in or upon any one vessel, at such a premium as the
course of trade naturally prescribes, and should continue
to keep the same or a still greater sum at risk, through
the period of twenty years, for which such institutions are
incorporated, no reasonable grounds of apprehension for
the safety of the institution, or its customers, could pos-
sibly exist. They wish to be distinctly understood in
making so broad a declaration of their opinions. They
lay it down as a fundamental principle, that if the premi-
um received is adequate to the risk assumed, and a fair
compensation to the insurer, there must be a constant ac-
cumulating profit accruing from the business. Suppose,
for example, that for a series of years, the premium to
China had been fixed at three per cent., and that from
year to year the income from the business had been suffi-
cient to meet the losses and incidental expenses of ther
company, and leave a surplus for dividends, would it not
be reasonable to infer that the rate of premium on that
particular class of risks, was adequate, as a remuneration,
to the insurers, and would afford ample security to the in-
sured ? That such has been the practical result of this
branch of business, is as demonstrable as the most famil-
iar proposition that can be stated. The same may be as-
serted with equal confidence of the trade to other ports
east of the Cape of Good Hope, although the rates of
premium to Bengal, the coast of Sumatra, &c. have of
late years ranged rather lower than to China. These
risks are referred to, as affording a particular illustration
of the views of the committee, rather than as a general
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rule for a full understanding of the whole subject. It
should be premised, however, that the vessels employed
in the India and China trade, are for the most part of the
first class, as to construction, value and equipment, and
the rates of premium more generally fixed and perma-
nent, than are those engaged in other foreign voyages.
The rates of premium to the east and west coast of South
America, to the north and south of Europe, to the West
Indies, and in the coasting trade, including ports in Flor-
ida and the Gulf of Mexico, are some of them more or
less subject to variation from natural causes, than those
first mentioned; still, however, they are generally grad-
uated according to the increased or diminished ratio of
the risk, whether it be enhanced by the rigors of winter,
that are experienced on the coasts of this country and of
Europe, or the autumnal tempests that occur in interven-
ing years, but seldom consecutively among the Islands in
the West Indies.

The committee wish it to be distinctly understood, that
they assume, as the basis of their opinion, the principle of
reciprocal obligations between the parties to the contract
of insurance, and that an equivalent is paid for the obli-
gation assumed; and this rule will be found equally appli-
cable to ordinary as well as extraordinary hazards, of the
dangers of the seas only, in a season of profound peace,
or during a state of maritime war; and with this inter-
pretation of their views, they repeat substantially what
they have before asserted, that it is immaterial how large
an amount an Insurance Company may have at risk at
any one time on their capital, provided, that it does not
exceed the prescribed limits of ten per cent, on any one
risk, and always provided, that the rate of premium is
proportionate to the risk assumed. The wish that this
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qualification should be constantly borne in mind, for it is
indispensable to a proper understanding of the subject
under consideration. The proposition is a plain and sim-
ple one, and may be as safely applied to the immense and
and diversified operations of the business of insurance, as
to the common and ordinary matters of our daily employ-
ments. Suppose, by way of illustration, that the agricul-
turist should turn his attention to the raising of corn, which
generally, we do not say always, affords a pretty sure
crop. He appropriates ten acres to its cultivation, and he
estimates the cost of labor to be eight dollars per acre,
and that the product of each acre is twenty-five bushels ;

he will then have at the harvesting two hundred and fifty
bushels, which he sells at seventy cents per bushel, that
which cost him, including his labor, thirty-two cents per
bushel; so that when he has disposed of the produce, and
deducted from its proceeds the expenses of cultivation,
and the interest upon the value of his land, he finds a sur-
plus remaining: and suppose the second year is like the
preceding, and even more abundant, but on the third his
fields are visited with blight and mildew, and he suffers
some loss; but for several succeeding years he is again
successful, when, at the end of ten years, he states an
account of profit and loss, he finds the balance on the side
of profit, will he not be willing to admit that he has re-
ceived an adequate return for his labor, his outlay, and
anxiety, from which latter incident, he who ploughs the
land, no less than those who plough the seas, is never
exempted. This simple, but familiar view, exemplifies, to
a certain extent, the case of insurers. The parallel can-
not, perhaps, be so far extended as to answer the purpose
of complete elucidation, because the agriculturalist, ne-
cessarily confining his labors to the narrow fields of our
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rocky soil, will find a limit to his harvests, beyond which
he cannot go; while the insurer, whose culture, to pursue
the figure, is made to extend over an indefinite surface of
undulating and precipitous fields of ocean, “illimitable
and without bound,” will receive constant returns of
wealth, in just proportion to his enterprize and ability.

The commerce of the United States, for the last twenty
years, has not been exposed to any extraordinary perils.
The arts of maritime warfare during that period have,
happily for mankind, reposed in the lap of peace. This
state of things has been favorable to the business of insu-
rance, and afforded ample opportunity for those engaged
in it, to ascertain experimentally the value of risks, pro-
ceeding from natural causes, namely, the ordinary perils
of the seas. Sufficient time has been allowed to test the
experiment, and the rates of premium have been pretty
satisfactorily ascertained. It cannot be said, that any ex-
act tariff of rates has been established, which is universal-
ly adhered to by all the Insurance Companies, for where
so many are engaged in the business, it is natural to sup-
pose, that the competition would be very considerable,
hence, there is often a trifling fluctuation, although in
general it may be supposed, that the premium is equiva-
lent to the risk. By a reference to the returns, made by
the different Insurance Companies in Boston, in pursu-
ance of an order of the Legislature, dated the 4th of
February inst., it will be perceived, that for the period
therein named, most of them have prosecuted a successful
and profitable business, giving to the stock-holders in most
cases handsome, and in some cases very extraordinary
dividends, over and above their losses and incidental ex-
penses. The capital stocks of most of those companies
are not only unimpaired, but several of the companies
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hold in reserve a large amount, derived from the profits
of their business, which is securely invested, and although
it is believed by the committee, that those reserved funds
might, under any circumstances that may occur, be legally
and equitably divided among the stock-holders, yet they
are assured by the presidents of more than one of the
companies, that they hold the excess equally with the
capital, subject to any claims that may be made upon
them for losses, and that if they should by any fortuitous
circumstances be compelled to discontinue their business
and wind up their concerns, the reserved fund as well as
the actual capital would be appropriated to extinguish
their liabilities, and not a dollar of either would be distri-
buted, until every claim upon them was satisfied.

This determination on the part of the Insurance Com-
panies, the committee consider not only honorable and
praiseworthy, but calculated to increase the public confi-
dence in their stability ; yet, they repeat substantially,
that they do not perceive that any moral or legal obliga-
tion on the part of Insurance Companies exists, compel-
ling them to hold such excess, as a pledge for the security
of claimants, and for this reason. By virtue of a charter,
a company is allowed to make insurance, when it has paid
in and invested its capital; provided, that it shall not
assume any risk upon one bottom over and above one
tenth part of its capital. It is required to give public no-
tice once every year, of the amount of capital; that the
same is paid in and invested; and of the amount it is at
liberty to take on a single risk; and the company pledges
its capital stock for the payment of losses; and this is all
that the law requires them to pledge, and all that persons
transacting business with them, have a right to suppose, or
do usually suppose, is held for the fulfillment of their con-
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tracts, in the event of a loss. The directors are authorised,
bj the general laws regulating Insurance Companies, to
make such dividends of profits, as they may, from time to
time, think proper or expedient. And here it may he well to
premise, that the profits of a company are strictly the
monies that remain in its treasury, after all demands upon
it are paid, or provided for to be paid ; this distinction is
proper to be observed, because it helps to answer the
question, that has been sometimes propounded, what ad-
ditional security does a company bona fide offer, that in-
sures to an indefinite amount, over and above such as in-
sure to a small and limited amount. The answer is plain,
that the premiums earned are a substitute for capital, and
are irrevocably pledged to the insured for the payment of
his claims, and cannot be otherwise appropriated or di-
vested until he is satisfied. It is always desirable, that
the capital of a company should be kept sound or un-
broken, and hence, a provident board of directors, will
always, while it is in their power, withhold such a portion
of the profits, as will enable them to meet any sudden
claim that may occur, without obliging them to encroach
upon the capital stock, which should be held as a corps de
reserve , only to be brought up in the event of the failure
of its subsidiary.

The business of a company, if conducted with common
skill and discretion, can never fail, under ordinary circum-
stances, to give a full and complete indemnification to its
proprietors and customers, and, in the opinion of the com-
mittee, the greater the amount that is constantly at risk,
at an equivalent premium, the more abundant is the secu-
rity, and the more sure the stability of the institution;
and this they affirm as a fact, basing their calculations upon
the ordinary perils of the seas, which, in some years are
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probably greater than in others, but taking a series of
years together, the insurer is enabled to estimate with
sufficient accuracy, upon an average of several years, the
value of the risk he assumes. The average ratio of pre-
miums having been thus ascertained by practical experi-
ence, it follows as an axiom, that no danger need to be
apprehended, by reason of the magnitude of the sum in-
sured or at risk at any one time, for there must inevitably
be a preponderance in favor of the insurer, if he calculates
correctly the hazard he undertakes. Like the central
arch of an edifice, whose foundations are permanent, the
greater the pressure it sustains, the more stable will be
the superstructure.

During a considerable portion of the period, intervening
between the establishment of the first Insurance Company,
chartered in this Commonwealth, which was in 1799,
and the present time, the commerce of the United States
was more or less exposed, and its safety jeopardized,
the war that existed between several of the nations of
Europe, and for a part of the time, between the United
States and Great Britain. Yet, notwithstanding our neu-
tral position, (in relation to those foreign powers,) our
commerce, then very extensive, and enjoying the peculiar
advantages incident to our neutrality, was liable to fre-
quent interruptions, under the pretext that its flag was a
cover to the property of the subjects of one or the other
of the belligerent nations, and as such of right, according
to the then received construction of national law, subject
to detention and examination. Under the operations of
the British orders in council, and the French decrees,
it became the prey of one or the other, not only in the
open sea, but in the ports of France and other places,
that had fallen under the subjection of the Emperor
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Napoleon, and superadded to this war in disguise, this
shameless disregard of our neutral rights, the ordinary
perils of navigation and the war between this country
and England, commencing in 1812, and terminating in
1815, at which time an immense amount of the pro-
perty of our citizens was exposed to capture, not only
on the Atlantic, but in every sea ; it were not unreason-
able to suppose, that, if a time should ever come for a
fair and practical test of the capacity and stability of
Insurance Companies, or individual underwriters to meet
the crisis, and meet it successfully, it was then. It was
met, for it could not be avoided, and what was the result.
The declaration of hostilities found our citizens in the full
tide of successful commercial experiments, it brought ter-
ror and dismay to numbers who had large sums at stake
as insurers, and fearful apprehensions were entertained by
many, that as more than all that they possessed was jeo-
parded, that their all was lost. But it was not so. That
there were heavy losses sustained by reason of capture
and condemnation, or the more summary mode of burn-
ing, sinking and destroying, is not to be denied, but the
result was more fortunate than was anticipated, or feared.
Not a single Insurance Company was prostrated, or even
crippled—not an individual underwriter was rendered in-
solvent, nor was any one known then, or since, to have
been materially affected by the united influences of war
in disguise, open hostilities, and the ordinary perils of the
sea.

The committee are aware, that it is thought to be diffi-
cult to provide for unforseen or extraordinary perils, aris-
ing from a sudden breaking out of war, or an inauspicious
change of our friendly relations with foreign powers, and
the subject has excited considerable attention, and no lit-

o
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tie anxiety, in reference to the peculiar state of affairs
with France. War, like many other grievous calamities,
is often foreseen, or at least, may be calculated upon, and
more especially the former, and therefore, may, in some
measure, be prepared for. But a war that would materi-
ally affect insurers by depredations on our commerce, is
not probably to come without the discussion of “the pre-
vious question.” The causes that would be likely to dis-
turb the amicable relations subsisting between this coun-
try and any foreign nation, must be foreseen and publicly
known. There would probably be time for negotiation,
and even of the mediation of some friendly power, by
which the fearful catastophe may be averted, but if those
means should fail, it would be the part of prudence and
discretion, in Insurance Companies, to guard against such
a contingency, by an increased ratio of premiums.

There cannot, it is believed, be any just apprehensions
of a sudden war, or rather of a declaration of hostilities,
or of any overt act on the part of this country, or of any
other, against this country, without a previous knowledge
of the measures that would tend to such an event. In
the mean time, it may be supposed, that, those who have
the management of Insurance Companies, would not be
unmindful of their duty, or neglect to provide for such a
state of things. And here the committee would remark,
that they understand, that by the law xs of France, in rela-
tion to insurance, all contracts of that nature, entered in-
to there, in a time of peace, and upon which the premiums
are graduated in reference to the perils of the seas only,
are held not to extend to any of the hazards incidental to
war. This appears to be a just and equitable provision,
and merits the consideration of insurers ; for it must be
obvious, that a peace premium ought not to cover a war
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risk. The obligation is not reciprocal. But the commit-
tee forbear to press its consideration upon the Legislature,
presuming that it is enough for them to have suggested it,
and if it should be deemed of any consequence, those
who are interested will avail themselves of it. Yet, they
would further observe, that, if it were understood at the
inception of the contract, that, should war be declared by,
or against this country, the premium should be increased
to a per centage stipulated in the policy, there would be
no hardship, no cause of complaint; for the insured would
be protected, and the insurer would, by the increase of
premium adequate to the risk, be enabled to meet all losses
that might ensue.

Since the knowledge derived from experience is more
to be relied on than mere speculative opinions, the com-
mittee propose to test some of their views by this unerr-
ing standard. It has been stated, that the first Insurance
Company in this Commonwealth was chartered in 1799,
since that time, many other companies have come into ex-
istance, some have been discontinued, but a great propor-
tion of them are still in operation. During a large part
of the intervening time, much of the business of insur-
ance has been effected by individual subscription, owing
to the incapacity of the incorporated companies to meet
all the wants of the commercial trade. But not a solita-
ry instance has occurred in the lapse of thirty-seven years,
counting from the first act of incorporation in 1799, to the
present time, of the failure of any of the numerous Insur-
ance Companies, by reason of insolvency, to pay any
claims of the insured, nor has one individual underwriter,
known to the committee, become insolvent from the same
cause; on the contrary, very many have reaped an abun-
dant profit by the business.
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It is true, that some of the incorporated companies
have been dissolved, and their concerns wound up with a
loss of a large portion of their capitals, but these circum-
stances do not militate in the least with the views they
have expressed. The Companies referred to, paid to the
stock-holders a per centage equal, or nearly so, to that to
which the capital stocks of two or three of those now in
the most successful operation in Boston, were at one
time reduced; and, had those that were dissolved been
continued, there is no reason to suppose, that they would
not have eventually recovered themselves as others did.
The Companies that were discontinued, paid all the
claims of their customers, promptly, and in full.

The fact above adverted to, seems to furnish irrefutable
evidence, that the business of insurance has generally been
conducted with success, and also with great skill and
judgment; it proves, if it prove any thing, that the exist-
ing system is practically and experimentally sound, that
it should not be disturbed without a very minute and care-
ful examination, and not unless it can be made certain,
that one more perfect can be substituted in its place, un-
less indeed, the speculations of theorists are to be held in
higher estimation than the practical information that is
derived from a long course of successful experiments.

The committee submit the results of thirty-seven years
of experiment, as a test of the practical usefulness of the
system, that has been pursued by the Insurance Compa-
nies in this Commonwealth.

Not the commercial part of the community alone, but
the whole of our population are deeply interested in the
preservation and success of Insurance Companies, even
more than the stock-holders, generally speaking, and we
are therefore admonished to proceed cautiously and cir-
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cumspectly in all that relates to those institutions. A
very slight action on the part of the legislature, might
lead to disastrous consequences, and the reputation of
those institutions once questioned, may never be restored
to their original energy, usefulness and confidence. A
distinguished minister of France, once enquired of a com-
mittee of its merchants, what he could do for them, their
brief reply was, “ let us alone.” Such would be the re-
sponse of every member of the commercial community of
this Commonwealth, it is believed, were a similar propo-
sition made to them by the legislature, touching the ope-
rations of Insurance Companies, “let them alone,” and
such the committee humbly believe, will be the opinion
of those legal guardians of the interests of our citizens,
when they shall have given to the subject its due consid-
eration.

The administration of the affairs of Insurance Compa-
nies is committed to a board of directors, selected by the
stock-holders from among their number, and the selection
is made in reference to their practical skill and judgment.
They are generally those, who not only make large
amounts of insurance themselves, but have influence
with others who do the same. They are supposed
to possess an intimate knowledge of the operations
of the company, whose concerns they direct, of the
rates of premium, and of the extent of its liabilities.
Their interest as stock-holders, may or may not be
very limited, while that as customers may be, and
often is very great. They are presumed not to be indif-
ferent to the security they purchase by the premiums
they pay. The merchants, traders, and other classes who
have occasion to transact business with Insurance Com-
panies, are shrewd, calculating and cautious ; they would



22 FebINSURANCE COMPANIES.

not be likely to pay for the mere semblance of protection,
or of security for the property they send abroad ; and least
of all, would those who are familiar with the business of
a company as directors, be willing to confide in its ca-
pacity and stability, if they could perceive any substantial
reason to doubt the one or the other. This latter class,
not only risk their property, and that of their friends with
Insurance Companies, but they do more, for in a degree,
they stake their characters upon the issue ; for they know
that they will be held to a strict responsibility for the
honest discharge of their duty, not only to their imme-
diate constituents, the stock-holders, but to numerous
others who patronise the institution. They know what
the law requires, what those who do business with them
expect, and they are impelled by a sense of their own
moral obligations, to render a faithful service to all.
Have these individuals, or others, actively and extensive-
ly engaged in the business of insuring, and therefore
largely interested in the stability of these institutions,
petitioned or memorialised the legislature to impose res-
traints, to limit their operations, or define their powers ?

the committee have heard of none, and they submit to
the legislature, whether the silence of those most interest-
ed in the subject, is not indicative of their confidence.

But suppose that the legislature should determine, that
it was expedient to limit the Insurance Companies in
the manner that the order proposes ? It then becomes
necessary to enquire, what will probably be the effects
upon the companies, and what upon the business depending
in a great measure upon the facilities they afford. There
is no intimation in the order as to the extent of limitation
proposed. The enquiry is simply as to the expediency of
establishing a limitation, and the committee have under-
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stood, generally, that it is proposed to fix the limitation at
double or treble the amount of the capital of the company.
Taking it for granted, that such may be the desire of the
friends of the proposed measure, let us proceed to enquire
what may be its probable practical results.

Suppose, for example, the limit should be three times
the amount of the capital. A company then, with a
capital of $300,000, may have at risk $900,000, one of
$200,000,—$600,000, and so on, in like proportions. It
is the practice with many, if not all of the Insurance
Companies in the city of Boston, to make what are term-
ed open policies on merchandise, on board vessel or ves-
sels. Such policies are of various amounts, from a few
thousand dollars, up to half a million of dollars, although
it is very seldom that policies to so large an amount are
issued. The shipments upon which the insurance is pre-
dicated, are made in different vessels, and care is taken
by the insurers, to protect themselves by re-insurance,
should it so happen, that there is a larger amount in one
vessel than they can legally take. Policies of this mag-
nitude apply only to the cotton shipments made at New
Orleans and other cotton ports, for account of the manu-
facturing companies in this vicinity, but others of large
amounts are effected on coastwise shipments, from ports
in the Commonwealth, South, and by the importers of
English and French merchandize, in sums of from 50 to
200,000 dollars, in one policy, on vessel or vessels, but
always subject to the same restrictions as those before
mentioned.

Now, we will suppose, that the limitations are imposed,
and that no office is permitted, by law, to have at risk at
any one time, more than three times the amount of its
capital. The operation of the law must necessarily be
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prospective, many companies have now large amounts on
ships engaged in the whale fishery, or on other voyages,
that must necessarily occupy from one to two years. If,
however, a law should pass and take effect immediately,
every Insurance Company in the Commonwealth will be
precluded from taking additional risks, until their liabili-
ties are reduced to something below the proposed stand-
ard, when, if it were possible to ascertain to a certainty
that they were so, they may proceed to issue policies to
make up the limited amount. But from the variety of
the risks insured, it is utterly impossible that any compa-
ny can ever ascertain, with any degree of precision, the
sum it has at risk. It may have taken risks in open poli-
cies by vessel or vessels, others to India and China, to
Europe or the West Indies, and in a week or less, it may
have covered the limited sum, say of $900,000, before it
can take any additional amount, it must wait for a portion of
that already at risk to terminate. There must consequent-
ly be a long suspension of active operations, and insurers
finding that they cannot obtain insurance at home, must

send to distant places out of the state for it, and the inevit-
able consequence will be, an entire prostration of the busi-
ness of insurance, in Boston at least; for the companies
could not afford to prosecute it without constant danger of
violating the law, and forfeiting their charters. Neither
would the business be worth pursuing if these dangers
were not to be apprehended, the limited amounts they
would be allowed to take would be unproductive of profit,
if no worse consequences ensued. But worse consequen-
ces would ensue, the rates of premium would necessarily
be increased to meet the ordinary expenses of the com-

panies, and the number must as necessarily be multiplied,
for those now' incorporated (should the proposition to limit
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them prevail) could not meet the present and constantly
accuniulating wants of the. community, and this excess of
premium would be paid by whom? In the first place by
the insured, and secondly, by the consumer of the articles
which were the subject of insurance. It would operate
as an indirect tax upon the people, like an additional duty
imposed by the Government. But these are not all the
evils that would flow from the measure ; all branches of
business wmuld be curtailed, and in a great degree sus-
pended. Its effects would be visible in our ship yards,
at our wharves, in our large manufacturing establishments,
and the thousand minor ones, where the various trades are
prosecuted that go to swell the immense catalogue of ar-
ticles that are fabricated for the home and foreign mar-
kets. This may be considered by some, to be a highly
wrought estimate of the effects of the measure proposed,
so far as the committee understand it, if it should be final-
ly adopted; but it is neither improbable, or extravagant,
for such consequences must and will inevitably follow the
suspension of the functions of Insurance Companies, un-
less a substitute should be found in individual underwri-
ters, and even then, the -evil will not be remedied, for the
business cannot be done in that way even so cheap or as
well as it is by the existing system. The committee en-
tertain too much respect for the Legislature, to attempt
to appeal to its fears or its passions, they aim at higher con-
siderations, they address themselves to its intelligence and
its patriotism, they would seek to spread before it the facts,
as they have collected them, and the conclusions which
they humbly believe must necessarily flow from them; they
believe, that in the proposed enquiry, the sole object of the
Legislature is to obtain correct information, for the purpose
of promoting and perpetuating the interests of their con-

4
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stituents, of removing doubts, and establishing confidence
in the utility and stability of institutions, upon which the
present and future prosperity of the industry and enter-
prize, and consequent comfort and happiness of every in-
dividual in the community in some measure depends.

Upon a review of the whole subject, the committee
have come to the conclusion, that it would be unwise to
disturb the present system of insurance, and impracticable
to change it, without manifest injury to the public inter-
ests. They believe, that the system has been fairly tried,
that an experience of thirty-seven years has tested its
soundness, that public opinion will be found to be the best
corrective of abuses, if any should exist; that the law has
already imposed all the needful restraints, and that we
have a sufficient guaranty for the discreet and honorable
conduct of these institutions, in the manifold characters of
those who manage them as stock-holders, directors and
patrons. It is almost inconceivable to imagine, that a
class of individuals, of the respectable standing of those
who are entrusted with the interests of those institutions,
should disappoint the confidence that is reposed in them.
They are not merely the guardians of the property of
stock-holders, but of their own, and of others, in nowise
connected with the institutions, but as a party to a policy
of insurance. Like other men, they are subject to the
infirmities of human nature, they are not infallible, they
may err in judgment; and who is there that is exempted
from such errors at all times. If “ the tree is known by
its fruit,” so are men by their acts and deeds. If, in the
times that are passed, they have merited our confidence,
will it be unsafe to confide in them for the future ? We
may keep a strict and watchful observation upon their
conduct, but we shall surely be slow to believe that those
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who have continued for a long series of years to do well,
are all at once to degenerate, to become reckless of their
conduct, and wilfully or heedlessly to forfeit the good
opinion of their fellow citizens.

The Committee, unanimously concurring in these views,
are of opinion that it is inexpedient further to legislate on
the subject.

All which is respectfully submitted.

ZEBEDEE COOK, Jr.




