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House of Representatives, Jan. 30, 1840.

Ordered, That a Select Committee of five he appointed to
consider the expediency of modifying or repealing all laws reg-
ulating the rate of interest, except so far as may be necessary
to establish a legal rale in cases where there is no rate speci-
fied.

And that said Committee also inquire into the expediency of
providing by law that a rate of interest greater than 6 per cent,

shall in no case be taken, and that a violation of such law shall
be considered a penal offence, and be punished by fine and im-
prisonment. And the following gentlemen are appointed the
Committee, namely :

Messrs. Whiton, of Boston,
Williams, of Northampton,
Dickinson, of Deerfield,
Grant, of Salem,
Pratt, of Easton

L. S. CUSHING, Clerk.
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House of Representatives, Feb. 19th, 1840.

The Special Committee to whom was referred an Order of
the 30th January, directing them to consider the expediency of
modifying or repealing all laws regulating the rate of interest,
except so far as may be necessary to establish a legal rate in
cases where there is no rate specified;—

And also to inquire into the expediency of providing by law
that a rate of interest greater than six per cent, shall in no case
be taken, and that a violation of such law shall be considered
a penal offence, and punished by fine and imprisonment,

Respectfully submit their

The subject has been viewed as one of great importance. It
has a bearing on the business of the community, and legislation
upon it has a direct influence upon the interests of numerous
classes of citizens engaged in the various branches of business
which require the employment of considerable amounts of capi-
tal. It has been contended, especially of late years, by some
of the soundest writers on political economy, that all checks
upon the free employment of capital, are injurious to the best
interests of society; and all attempts to regulate the value of
money by law, are not only at variance with the rights of men,
but injurious to the very classes they were designed to protect.

A distinguished writer on this subject has laid down this
broad principle :

“ That no man, of ripe years and sound mind,
acting freely, with his eyes open, ought to be hindered, with a

<sommonU)tnltij of ■fftagS'icljugctts.
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view to his own interest, from making such bargain in the way
of obtaining money as he sees fit. Nor should any body be
hindered from supplying him upon any terms he thinks proper
to accede to.” This principle seems so manifestly correct, that
it hardly needs argument to support it. Yet there are many
who entertain opinions entirely at variance with those of the
writer alluded to, who nevertheless have not found substantial
answers to his arguments.

The law now existing on this subject seems to have no foun-
dation except in prejudice. Money has for centuries been the
subject of legislative enactment. And because it has always
been so, it is with much doubt and hesitation that many people
can be brought to hold an argument on the propriety of its ceas-
ing to be so. Opinions have so long prevailed in favor of legal
restrictions, upon the use of money, and the policy has so long
been received as correct, that any proposal to do away with
these restrictions, encounters at the outset, a mountain of preju-
dice, which it is almost equally impossible to get over or
remove.

It is admitted, that the lessons of experience are not to be
thrown aside for slight cause. The maxims of the past, long
received and sanctioned, should not give place easily to the
spirit of innovation. Changes, in legislation which has pre-
vailed for a long course of time, should only be made after
mature consideration, and after duly considering the influence
of the legislation of the past, and the probable influence of the
changes that are proposed.

But it is contended, that society in its present state is not to
be confined to the notions or opinions of former times ; that it
should not be trammelled by laAvs having nothing to recom-
mend them but their antiquity. Society has undergone great
changes. The rights of individuals are better understood.
Business is conducted upon different principles. Changes have
taken place in legislation upon a great many subjects, so as to
adapt the laws to the existing state of society. For example.
Formerly, the received opinion was, that commerce could only
be carried on successfully by means of chartered companies,
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enjoying close monopolies. But this notion, long since ex-
ploded, and these companies one after another have ceased to
exist, never having been able to stand a moment in competition
with free trade.

Different opinions have prevailed from time to time on the
subject of usury. Under the Mosaic law, the taking of interest
was absolutely forbidden. Aristotle declares, that as money
cannot produce money, nothing should be taken for its use.
The taking of interest was long prohibited in England, but the
prohibition caused many abuses, and it at length became the
general opinion that the prohibition was impolitic, and the legal
rate of ten per cent, was established, which has been reduced
from time to time, to five per cent., at which it remains at pre-
sent. And although the subject has been made a matter of
inquiry, and although the usury laws have been repeatedly con-
demned by Parliamentary committees, they still remain in force
with the exception, that within a short time, contracts having
less than twelve months to run, are exempted from their ope-
ration.

If, therefore, the earliest legislation upon this, as upon many
other subjects, has at later periods been found defective, and ill
adapted to the then existing state of society, may not the legis-
lation of these later periods, be now, upon sober inquiry and
calm reflection, found not to be adapted to the wants of the
community, in its present state.

There is nothing to prevent the possessor of any other com-
modity from selling it or disposing of it for the most which he
can lawfully obtain. Nor is there any thing to prevent any
person from acquiring any commodity other than money, and
giving therefor as much as he thinks it for his interest to give.
But money seems to have been selected by law as a special
subject for regulation. In this State, until the price given for
its use reaches six dollars annually for every hundred, the law
leaves individuals to regulate their contracts between them-
selves,—but that limit once reached, the law steps in between
lender and borrower, prohibiting the former from receiving, and
the latter from giving any more than that rate. Thus assum-
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ing to judge for the borrower, the highest price it can be for
his interest to pay, and arbitrarily fixing for the lender, the
highest price, which, under any circumstances, he ought to re-
ceive. The law thus interferes with the natural right of every
man to acquire and enjoy property. Singling out this one
commodity, prohibiting the one who would obtain it from giv-
ing what it may be worth to him, and the possessor of it from
obtaining for it the full value which he might otherwise receive.

The law has never deemed it necessary to take any other
commodity under its protection. If it is the aim of the law to
protect the needy from the grasp of the extortioner, it would
naturally be supposed, that articles of the first necessity, such
as provisions or fuel, would be those of which the prices should
be regulated. Gold and silver, as Adam Smith remarks, are,
after all, a mere superfluity, compared with articles of subsist-
ence, which are of first necessity. These commodities, how-
ever, have been left to find their level, according to the laws of
demand and supply.

The principal reasons given in favor of a legal regulation
of the rate of interest, are two. First, that money possesses
an attribute which is possessed by no other commodity, and
which is given to it by law, namely,—it is the measure of val-
ue. Second, some regulation is necessary to protect the needy
borrower from the rapacity of greedy usurers, who would take
advantage of his necessities if the law did not protect him. A
slight examination of these reasons may be useful in this in-
quiry.

Does money, then, possess any attribute not possessed by
other commodities ?

Money is found in the early stages of civilized society. The
precious metals appear to have been adopted as a measure of
value, by all nations, on account of their being better adapted
to the desired purpose than any thing else. In the exchanges
of property, to which a civilized state of society gives rise, it
early becomes necessary to find some commodity which would
answer as a measure of value in effecting these exchanges.
For, as the seller of one article might not be able to obtain,
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from the person to whom he was selling, other articles neces-
sary for his use, but be obliged to procure them from a third
person, it would be necessary for him to take some article in
payment which would be received by such third person, or if
he must deal with several persons, an article which would be
received by any or all of them. The precious metals are well
adapted to this purpose. They are so valuable for many pur-
poses, as to be desired by every body. They are not destruc-
tible. They are easily transported from place to place. They
are divisible into minute parts, so as to be equally useful in the
smallest and largest exchanges. For these and other reasons,
they appear to have been adopted by general consent. And
inasmuch as they were easily adulterated, and it was not al-
ways convenient to ascertain their weight, it was found neces-
sary for governments to cut them into pieces of a given weight,
and affix a stamp certifying that these pieces were of such
Aveight and of a given fineness, which stamps were original-
ly a mere mark upon the ingot, but changed by degrees to a
stamp upon the sides and edges of the coin.

Now the gold and silver in its uncoined state, is an article of
merchandise in the eye of the law, and is bought or sold in the
market at a price higher or lower, according to the relative pro-
portion of the supply to the demand. Does then the stamp of
the government change its character ? That stamp is merely a
certificate that the piece is of a certain Aveight and fineness.
The object in making this coin a legal tender, is merely to
facilitate the operations of trade by requiring the creditor to
receive from his debtor the pieces which bear the government
certificate, at their certified weight, Avithout questioning their
purity. Metal pieces without this stamp, though of the same
Aveight and fineness, cannot be forced upon the creditor except
he is Avilling to receive them, and only at such value as may
be agreed upon. It is not perceived that the coining imparts
any value to the metal, or clothes it with any special attribute.
It is merely a certificate from an acknowledged authority of
its quantity and quality and is a measure of value in the same

sense that other articles are measures of length and weight.
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Gold and silver, therefore, would seem, not only as bullion,
but as coin to take their value in the market according to the
proportion that the supply of them bears to the supply of other
things. If, from any cause, these coins become very abundant,
more of them must be given in exchange for other articles of
necessity and luxury, than would be given if the supply was
less. In other words, money, becoming abundant, would fall
in value, just as any other article falls in value when the mar-
ket is overstocked. There being an over supply of money,
prices rise, and consequently it commands less of other com-
modities. On the other hand, if the supply of money is small,
less of it will have to be given in exchange for other articles,
or in other words, prices will be lower, and the same amount
of money will command more of other commodities than it
will when money is plentiful,
things when money is worth
profits of business will enable
leave him also a fair remuner;

then suppose another state of

Now if we suppose a state of
six per cent, interest, and the
a borrower to pay that rate, and
ition for his time and skill ; and
things, when, owing to an unfa-

vorable balance of trade, or a famine, which makes it necessary
to export the specie in the country to pay for bread, or to a v
other cause, the supply of money is reduced one half. Prices
have fallen. The same amount of money will command twice
the value of other articles which it would before, or twice the
quantity of real estate. The value of money has doubled,—and
doubled in obedience to laws that no legislature can control.
But the law forbids the taking of greater rate than it allowed
before, and thus inflicts an injury, it may be, on all parties.
There is a demand for money from debtors to pay existing debts.
The obstacle thrown in the way of borrowing it at such rate
as it is worth, compels them to throw property into market
and sacrifice it at a half or a third of its value, when the scar-
city of money may be owing to temporary causes, and a loan
for a short time, at a small sacrifice in the way of interest,
might have saved a much greater loss. There is also a de-
mand from persons who wish to purchase property at the cur-
rent low rates. These arc prevented from giving, what they
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think it for their interest to give, and from thus creating a
competition for property that would prevent that ruinous sacri-
fice which must be made in many cases. And if any person
loans money at the legal rate, in this state of things, and re-
ceives payment when the currency has been restored to its for-
mer relative value, he can only receive half as much as he
lent. He receives the same nominally, but it will command
but half as much of any description of property as it would
command when the loan was made.

Regulation of the rate of interest has been thought to be
necessary by many, because were not a rate fixed by law, bor-
rowers would be subject to the extortions of usurers, and
needy men, in particular, would be at the mercy of avaricious
capitalists. It is however the opinion of many—and that
opinion is becoming more and more prevalent—that these
restrictions not only do not benefit borrowers, but are an actual
injury to them. For in loaning money at a rate of interest
above that which is allowed by law, the first step is to break
the law and become liable to its penalty. The lender takes
this risk into the account, and charges a premium for assuming
it, which the borrower must pay. Parties also dislike to be
known in evading the law, and are thus led to act through
brokers, and it is frequently remarked among men of business
that usurers will ask and obtain through brokers prices for
money which they would not think of asking if they acted
openly for themselves. These expenses are all to be borne by
the borrower, in addition to the brokerage, and are all to be
traced to the operation of the law.

In Massachusetts the penalty for taking unlawful interest is
not very great, and of course the risk assumed by the lender is
smaller than in some other places. In New York, by a late
statute, the person receiving over seven per cent, is liable to im-
prisonment, and the note or obligation is absolutely void, even

in the hands of third parties who may have received it inno-

cently and given a valuable consideration for it. This law has
no other effect than to keep the price of money higher in New

York than in any other city. This has been the case daring
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the last fall. The moneylender in taking over seven per cent,

not only runs the risk of imprisonment, but the contract being
tainted with usury, payment may be refused by any party from
whom he attempts to enforce it, and he himself called as a
witness to prove that usury has been taken. Men do not take
such risks as these without consideration. They do not with-
out substantial reasons, expose themselves to the action of a
law which authorizes one party to do a most outrageous wrong
because some one else may have done that which, in the opin-
ion of many people, at least is no wrong.

In Louisiana, it is believed, there are no restrictions upon
the rate of interest excepting in regard to banks. There the
profits of business are so great that nine or ten per cent, is not
a greater rate, in proportion, than seven per cent, is in New
York. Yet the market rate of money in New Orleans has
not usually been as high as in New York, although the cur-
rency at New Orleans has been very near the specie standard.

In England, contracts having less than twelve months to run
are now exempt from the operation of the usury laws, and it is
not known that any evil results from this exemption.

It is not perceived, that in cases where people are disposed
to observe the law, much good is produced by the observance.
The moment money leaves the counter of a bank or the hands
of an individual, at six per cent, it takes its value with every
thing else, and in many cases, no doubt, reaches the hands of
a third person at the market price. The person lending merely,
decides upon his ability to loan and the goodness of the se-
curity, but can have no control over the price for which it may
afterwards be loaned.

It is a matter too notorious to be denied, that notwithstand-
ng the restraints of law, money takes its market value. It is

quoted in the newspapers daily, and it must be apparent, that
such is the state of public opinion, that an enforcement of
these restrictions is an impossibility which the law cannot
achieve. Now, where any law is openly and universally dis-
regaided, it is a serious question whether it should be permitted
to remain on the statute book. Public opinion is of superior
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authority to legislative enactment. Legislation in opposition
to it is worse than useless. Not only does the law at variance
with public sentiment become a dead letter, but the non-obser-
vance of it tends to engender a disposition on the part of indi-
viduals to disregard law whenever it may be for their interest
or convenience to do so.

There is another consideration which deserves attention.
The tendency of the laws regulating the interest of money
and fixing a maximum rate which may be taken, is to favor
monopoly, and in a remote degree if not directly promote those
convulsions in the business community, with which in this
country we seem destined to be periodically afflicted. The law
fixes the maximum rate at six per cent. Immense sums are to
be loaned by institutions which are under the eye of the authori-
ties, and cannot take any greater rate. Large amounts are also
loaned by individuals, who from conscientious scruples or per-
haps some fear of the law, feel confined to that rate. Circum-
stances occur which raise the market value of money above
six per cent. As money is in demand, those who have it to
loan receive many applications for it. The law has fixed the
rate of six per cent, as the highest that may be taken. The
lender having this fixed in his mind, only considers which
applicant offers the best security. As men are apt to be capti-
vated by great names, the probability is, that the money will
be loaned to overgrown houses of high credit, or corporations
of large nominal capital, and turned away from the hands of
the industrious and enterprising part of the community, who
are driven to usurers, to borrow at a greater rate, without the
benefit of that competition which would exist among lenders
were there not a law which prevents these lenders from coining
into open market. It is remarkable that, in the crisis of 1837,
those houses that were most extensively engaged in business
and supposed to be the most substantial, were among the first
to yield to the pressure. And it is not improbable, that the
tendency of the laws to turn the current of floating capital into
the hands of parties of high reputation for wealth, was the
primary cause of their too great extension and final failure.
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With the exception of those who borrow on mortgage, there
may be said, generally, to be but two classes of persons who
borrow money. In the first class are those who borrow money
for the purpose of making a profit by its use. As the butcher
borrows money with which to purchase cattle, and after the
same have been sent to market and sold, the proceeds are ap-
plied to pay the loan and interest, and the surplus or profit
that is left is the reward of his industry and skill. Such per-
sons being generally sober and discreet, will only give for
money, a portion of what they can make by employing it. If
they can make at the rate of ten or twelve per cent, upon it,
they may afford to pay five or six. If fifteen or twenty per
cent, may be made, they can equally afford to pay eight or ten.
Where profits are high, the rate of interest will be high, as in
the Western States. Where profits are low, the rate of inter-
est will be low., as in England and Holland. Now, if the pro-
fits of trade are high, the rate of interest will be high, despite
all the laws that may be made to prevent it. If, on the other
hand, capitalists ask more for the use of money than the profits
of business will afford, careful people will refuse to borrow, and
money lenders will find themselves unable to meet with sub-
stantial customers until they tempt them bv the offer of better
terms.

The other class who borrow, are the spendthrifts and prodi-
gals. These seldom pay the principal, and therefore the inter-
est is a matter of little importance. If owners of money place
it in such hands, they generally have reason to repent their
folly.

Indeed, with that natural caution which men exhibit in all
their dealings—that watchfulness of their own interests—that
wariness in entering into engagements involving profit or loss—
it would seem best to allow people to adjust their affairs be
tween themselves, as their interest may dictate, and allow cap!
tal and skill to meet together, as may be mutually advanta
geous.

These views of the subject are presented for consideration
If they are correct, it will be apparent that it is inexpedient to



12 [Feb.RATE OF INTEREST.

adopt the course of legislation contemplated in the latter branch
of the order, which was introduced as an amendment while the
order was pending in the House. On the contrary, it would
seem desirable to pursue a different course, and sweep from the
statute book laws which do not appear to be productive of
good, and which, in practice, are almost universally disregard-
ed. There are some reasons, however, why an entire repeal
of these laws should not at this time be proposed. Some per-
sons entertain doubts of the expediency of such a change—-
doubts, which it must be said appear to arise from that unwil-
lingness men naturally have, to change a course of legislation
that has been pursued for a long period of time. Some hesi-
tate, not knowing precisely the effect that would be produced.
For these same reasons, many hesitate to make changes in the
legislation upon other subjects, such as imprisonment for debt,
capital punishment, &c. It is believed, however, that the way
might be seen clear, to take one step towards the repeal of laws,
which can be looked upon only as relics of ancient ignorance
and prejudice, leaving it to succeeding legislatures to act fur-
ther in the matter, as the public good may require.

The Committee therefore report the accompanying Bill.

For the Committee.

JAMES M. WHITON.
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In the year One Thousand Eight Hundred and Forty.

AN ACT
Concerning the Interest of Money.

Be it enacted by the Senate and House of Representatives ,

in General Court assembled, and by the authority of the same,
as follows :

1 No person shall hereafter be liable to the penalties
2 set forth in the second, third and fourth sections of
3 the thirty-fifth chapter of the Revised Statutes, for
4 taking upon any loan of money, made after the pas-
-5 sage of this act, a greater rate of interest than is al-
-6 lowed by the first section of the same chapter, when
7 such greater rate of interest shall not have been ta-
-8 ken for a time longer than six months. Provided
9 however, that nothing herein contained shall author-

-10 ize any bank or other corporation, to demand or re-
-11 ceive in any way, any greater rate of interest or dis-
-12 count than such corporations are now allowed to take
13 by law.

(KommoutocalUj of
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The undersigned, the minority of the Committee, to whom
was referred an order to consider the expediency of modifying
or repealing all laws regulating the rate of interest, except
so far as may be necessary to establish a legal rate, where there
is no rate specified; and to consider also, the expediency of
providing by law, that a greater rate of interest than six per
cent, shall in no case be taken, and that a violation of such
law shall be punished by fine and imprisonment, asks leave to
submit a Minority Report.

The experience of all nations and ages, has found it neces-
sary to protect the great mass of the community from the
avarice and extortions of money dealers and usurers. And this
common experience and practice of mankind is certainly one
argument in favor of such laws. Mankind are reasonable
creatures, and although they are liable to deception, error and
wrong, yet there can never be a universal agreement, continu-
ing from age to age, in relation to any thing but truth. There
is always a Babel of jarring and contradictory opinions in rela-
tion to every thing else. But it is not very difficult to discover
the reasoning which establishes the right, and confers the duty
of fixing by law the interest of money. Money is not only
the creation of society, but of society in a very advanced state.
There must have been a time in the history of the human race,
when no such thing as money existed in the world. Then the
people were obliged to get along as well as they could by an
actual exchange of labor and commodities. To avoid the
great inconveniences of this system of barter, money was in-

vented and adopted as a measure of value, and the common
article to be given and received in exchange for all other things.
But when society introduced money as the measure of value,

MINORITY REPORT.
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it was incumbent upon it to see that it was always of the same
value. For how can that be a good measure of value which
is itself constantly varying in value ? It was soon found, that
the introduction of money, produced a class of people who
made a trade in dealing in it, and who often found it for their
interest to create artificial scarcities of it, by withdrawing it
from circulation, and then to exact such interest as they
pleased. The great end for which money was designed, was
thus to some extent defeated. The measure of value was no
longer invariable, and the prices of things rose and fell, not in
consequence of their plenty or scarcity alone, but according to
the interest of the dealers in money. As far back as the Ro-
man republic, the evils of a fluctuating currency, occasioned
by an unsteady rate of interest, began to be felt, and it was
found necessary to enact laws, fixing the rate of interest with
severe penalties for the violation thereof. Thus the usury laws
had their origin in necessity. In order to secure to money its
most essential quality of invariable value, it is as necessary for
government to limit the rate of interest, as it is to provide
against debasements and counterfeits, and the reason for legis-
lation in both cases is the same
measure of value, and certainly
the individual who disturbs the
Usurers, counterfeiters, debase
money, are all from the same

The government provides a
it has as much reason to punish
measure in one way as another,

irs, clippers, and lighteners of
motive, engaged in the same

business of rendering uncertain the measure of value, and the
common sense of mankind has always regarded all these differ-
ent employments in the same light, and have provided like
punishments for their suppression. They certainly ought not
to be regarded as lawful employments. No man has a right to
draw wealth from the community, without returning to the
community an equivalent for what he receives. All just and
good employments will always square with this rule. The
millions engaged in all the various productive employments do
actually return to the community even more than they receive,
and utility is the basis of all other just occupations. Mer-
chants and traders employ themselves in the exchange of com-
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modifies, in carrying the surplus productions of one country
or place where they are not wanted, to the country or place
where they are wanted. It is their business to ascertain
what things are needed in the community, and devote them-
selves to the labor of collecting them together and bringing
them into the neighborhood where they are wanted. Now this
is one branch of the division of labor, and is equivalent to pro-
ductive industry; because by bringing to their doors the things
it is necessary for the people to have, they are enabled to con-
tinue their various useful employments without interruption,
and consequently can produce much more, than they could if
every one was obliged to get for himself, from the place of
their production, whatever his wants required. It is evident
then, that every employment that does not rest on the basis of
utility, and confers no benefits to the community, cannot be
just and should not be tolerated. Every person engaged in
such employments is justly chargeable with the crime of reap-
ing where he has not sowed, and gathering where he has not
showed. What benefit is it possible for the usurer to confer
upon the community ?

There is no more money in the world to be let at one rate of
interest, than another. The usurer does not make the money
that he lets, it is created by government, and ought not to be
increased or diminished, and the alternations of scarcity and
plenty produced by usurers, is a crime deserving of the severest
punishment. The reason for leaving the price of every thing
else to take care of itself, instead of being an argument in favor
of leaving the interest of money to take care of itself, is the
strongest reason against it. When the price of any thing rises,
it stimulates a greater production, and the supply is made to

meet the demand. But when, on the other hand, the price of

money rises, as it cannot stimulate the government to make
more money, every person uses it more sparingly, and conse-

quently prices fall, when, if the measure of value had not been
tampered with by usurers, prices should have risen or remained
stationary. Money is designed to point out to the community

the scarcity and the plenty of every thing else. But how can
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3

it do this, ifmoney itself is liable to the alternations of scarcity
and plenty ? The currency is the thermometer by which we
are to judge of the state of the market, but if the quicksilver in
the thermometer is liable to be increased, or diminished, its
indications must be fallacious. If the currency were what it
was designed to be, a permanent measure of value, the same as
a yard-stick or a bushel is a permanent measure of quantity ;

the rising and falling of prices would always take place, in con-
sequence of plenty and scarcity, and the price would always
show how plenty or how scarce any thing was. This risin
and falling of prices, in consequence of plenty and scarcity, is
the scale, by which the fruits of industry and the productions
of the soil, are made to measure out exactly with the consump-
tion, Whatever is very abundant, if the currency is right,
must be very cheap ; hence the community are induced to con-
sume it abundantly, so that nothing is lost. But if the cur-
rency is tampered with, the price may be artificially kept up,
and the consumption restrained, so that, in the end, large por-
tions of the gifts of Providence and the fruits of industry, may
be ruined, lost, and thrown away. On the other hand, when
there is a scarcity of any thing, if the currency is right, the
price will rise higher and higher, in proportion as it becomes
scarcer and scarcer, and consequently loss and less of it is con-
sumed, so that, in this way, a small crop is lengthened out to
the end of the year. This rising of prices in consequence of
scarcity, answers the same purpose as it does to put all hands
on small allowance at sea, when the crew are short of provi-
sions. Now, in order that money may answer these beneficial
ends, the amount in use should always be the same, or as nearly
so as possible. There would be little or no difficulty in this, if
all tampering with the currency were prohibited. Money is
not like any thing else in the world. It can hardly be said to
be a consumable article. It is so durable, that a large part of
the gold and silver in use before the Christian era, is still slip-

ped to be in existence, and the productiveness of the mil
hut barely serves to keep up in the world the wear and tear of
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these very indestructible materials ; the amount in use, there-
fore, must always remain about the same ; and none of the rea-
sons for the rise and fall of the prices of any thing else, can be
applicable to money.

It is often contended, however, that the price paid for the
use of money, is no more susceptible of legal regulations, than
the rent of houses, the price of goods, or the wages of labor.
But the interest of money is not analogous to any of these
things, unless there is a kind of analogy between interest and
rents. But then rents, of all kinds, depend in a great degree
upon the interest allowed on money. If the interest on money
were twelve per cent, instead of six, the rents of houses and
lands would of course be doubled. No man could afford to
make improvements, or undertake any kind of business, that
would not pay the interest on the capital invested. So if in-
terest were reduced, every one must see that rents, dividends
and profits, would also be reduced. How absurd, then, it is to
compare the laws against usury with a law fixing the rents of
houses and lands, when it is evident,- that this very law against
usury does in fact, fix the rate of rents in the most effectual
way it can be done.

The opponents of usury laws always have recourse to analo-
gies, and seldom reason from cause and effect. This is indeed
the most brilliant and rapid mode of reasoning, and when the
analogies are perfect, it is very convincing. But things may
be alike in almost every particular, and yet if they vary in oner
all the arguments based upon their analogy may be deceptive.
AH kinds of analogies have been resorted to, to prove that in-
terest on money should be left free from all legal restraints, and
suffered to regulate itself, like the price of all other things.
And nothing can be more ingenious than some of the parallels-
which have been drawn for this purpose. Money has been
compared to wheat, and the question has been asked, “ if a far-
mer hire of another ten bushels of wheat, for which he agrees
to pay him, at the end of six months, the time in which he will
he enabled to realize wheat from his own farm, ten bushels-
and three-tenths of wheat, then the three-tenths is the price
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paid for the use of the grain, then the three-tenths is interest.
It may be that the farmer can do better than to loan wheat at
three per cent, for six months, and, that it may be so useful to
the borrower, that he would be willing to pay twelve per cent.,
or six-tenths of a bushel for ten bushels, at the end of six
months.; now would any man say, that the farmer should not
take but three-tenths of a bushel for the use of his wheat ?

And if he would not, would he any more be ready to contend,
that the produce of the manufacturer or the miner should be
subject to a like restriction ? If, then, these products of labor
should be exempt from any prohibition upon the price at which
the owner may be disposed to loan them, or the borrower to
give for them, why is it that the holders of money, an item of
capital, and a product of labor, are compelled to yield to an in-
junction upon the rates of their capital ?” Nothing can be more
plausible than this. Money and wheat are supposed to be ex-
actly alike, and if it would be right to loan wheat and receive
twelve per cent, in wheat for the use of it, then it must be
right to loan money and receive twelve per cent, for the use of
it, in money. But, in fact, money is not in all respects like
wheat. It has been shown before, that money is not a con-
sumable article, and that its intrinsic value is always about the
same, because the labor it costs to produce it is always about
the same, and the value ofall things must be measured by the
labor it costs to produce them. Now the man who should loan
wheat, to be returned at the end of six months, with twelve
per cent, for the use of it, in wheat, runs the risk of making a
very bad trade, for the same amount of labor which produced
his wheat, may, at the end of six months, have produced twice
as much, and consequently the value of wheat would then be
reduced one half. If, in this respect, money were like wheat, it
would not do for the measure of value. But if, on the other
hand, wheat were like money, always produced with the same
labor, not subject to the alternations of scarcity and plenty, and
capable of accommodating itself exactly to the wants of the
community, what absurdity would there then be in fixing the
price for which it might be had ? It is the duty of government
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to see that money is always of the same value, and what is al-
ways of the same value ought always to command the same
price.

We are often told, that both the borrower and the lender de-
sire the repeal of the usury laws, that it is for the interest of
the borrower to hire money as cheap as possible, and of the
loaner to get as much as he can for the use of his money, and
the whole matter can be safely left with them. There is more
plausibility than truth in these assertions. For it is obvious,
upon a little reflection, that the interest of the borrower and
that of the lender is not, upon the whole, adverse to each other,
It is for the benefit of the borrowers as a class, to have the
rate of interest high. Because a high rate of interest enables
more men to give up business and live upon the interest of
their capital, and consequently leave more business to be
done by the borrowers of money. The lower the rate of in-
terest, the more business requiring the investment of large cap-
ital, would have to be done by the real owners of wealth. It
is therefore for the benefit of the borrowers as a class to have
the rate of interest high enough to bribe the capitalist to lay
still, and suffer the borrowers to be the conductors of most of
the speculating, mercantile and manufacturing business of the
community, although in this way the people are obliged to sup-
port two sets of men instead of one, in these employments.
There is no reason why the borrowers, as a class, should de-
sire to have the rate of interest low. The borrower does not
pay the interest on the money he borrows, any more than the
auctioneer pays the auction tax, or the merchant the duties.
The borrower, the auctioneer, and the merchant know, that
these are each a method of indirect taxation, that the interest,
the auction tax, and the duties, are all to be repaid to them
with profits by the consumer. It is the consumer then, and
not the borrower, the auctioneer, and the merchant, that has
an interest to have all these different contrivances of indirect
taxation reduced down to the lowest rate consistent with the
general good.

It has been shown that the worth of money must always
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remain the same, so long as it is not subject to increase or
diminution. But in order to secure to it this most essential
property of invariable value, its uniform circulation must be
provided for. There must exist in the community no motive
to create artificial scarcities of it, which would of course have
the same effect, as an actual scarcity. In the same way as
we have often seen the price of flour and other provisions kept
up by combinations of speculators. But there is nothing that
can be so easily hoarded for this purpose as money. Any
one bank could, by withdrawing its money from circulation in
some degree effect the money market. But what would be
the effect, if several should combine ? And can any one doubt,
that combinations to keep up the interest of money, would ex-
ist, extending throughout the State, the Union, and the world,
if laws against usury did not prevent them?

When the currency is right, every change in the market,
either of increase or diminution, is immediately indicated by a
proportionate rise or fall of the price. But the holders of goods
have all of them an interest to withstand, and if possible to
prevent the fall of prices. When their creditors are clam-
orous, they resort to borrowing at almost any rate, rather
than submit to a fall of their goods. If laws against usury
were sufficiently severe, and faithfully enforced, this disposition
to resist the natural and rightful fall of prices, could not. be
gratified, and thousands of cases of bankruptcy, fraud and crime,
would be avoided. How many instances have we known, of
individuals, who by attempting to hold on for high prices, so
as to prevent a small loss in the beginning, have frittered away
in the shape of usurious interest to shylocks, shavers, sharpers
and brokers, the property that rightfully belonged to their hon-
est creditors, and have finally slumped down into hopeless
insolvency. We can now see, that the Jewish law against
usury, which we believe was given by God, is not an arbitrary

enactment, but, like many other declarations of Scripture,
which seem at first unreasonable, and therefore not worthy to be
observed, will be found upon more mature investigation, to
rest on the basis of reason and truth.
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It is a maxim, the truth of which has never been denied,
that every man is governed in a greater or less degree by his
interest. Every man then who can obtain more gain from the
income of his capital than he can from the wages of his labor,
or the efforts of his industry, so far as he is controlled by his
interest, will always favor every contrivance for the increase of
the income of capital, which must all be paid from the produc-
tions of labor. There always exists, therefore, in every com-
munity, two great interests, that of the producer, whose inter-
est it is to secure to himself as much as he can of the fruit of
the labor of his own hands, and that of the capitalist, whose
interest it is to take from the producer as much as he can of
the productions of his industry. A struggle between these
two classes is always going on in every country, where the
capitalist has not already reduced the producer to a state of
slavery ; and the movement in England and in this country,
against laws to prevent, excessive usury, is evidence, that in
this struggle the monied interest is obtaining the ascendancy,
and fast becoming the ruling and predominating power, and no
evidence against the truth and justice of these laws. Nothing
could be more destructive to the farming interest than a fluctu-
ating rate of interest. It is now difficult enough for the farmer
to keep his farm, which is under a mortgage for much less than
its value, and annually pay the legal rate of interest. But if
there were no limit to this rate, the perplexities and extortions
to which he would be subjected, would be unendurable. All
his embarrassments would be taken advantage of by the mort-

gagor to extort more interest, until the whole value of his farm
would be frittered away in the shape of interest and costs. In
such a state of things the chance of redeeming mortgages
would be very small. Soon that large portion of the soil
which is encumbered with debts, would pass from the hands
of the husbandman, and as fast as other portions became em-

barrassed, the accumulating and increasing interest, together
with court expenses and lawyers’ fees would soon devour them,
and the husbandman instead of being the owner of the soil
which he cultivates, would soon degenerate as he has in other
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countries, into the tenants of privileged land-holders, to whom
the whole fruit of his industry, beyond what the calls of nature
demand, must go in the shape of rents.

The repeal of usury laws must either extend to the banks or
it must not. If extended to banks, which have the exclusive
privilege of making paper money, it is easy to see what a mon-
opoly will be created. And if not extended to banks, then the
monied men of the country can easily possess themselves of
the power over the banks, and obtain the money at six per
cent, to let again at exorbitant interest; or the officers, the
government of banks, the initiated few, can do the same thing,
fattening themselves with the fruit of their extortions in the
shape of two or three per cent, a month, all fair lawful business
transactions, while the common stockholders must be satisfied
with their share of six per cent., and all must be taken from
the sweat of the brow of the laboring man.

The experiment ofrepealing the laws against usury, has been
tried in almost every country and found to be pernicious. The
rate of interest was formerly fixed in England at ten per cent.
This law was repealed in the sixteenth century, and for nine-
teen years the interest on money had no legal limit. Lord
Burleigh, in the reign of Elizabeth, restored the law, giving the
following reasons, “ that the repeal of the statute against usury,
had not been attended with the hoped for effects, but that the
high price for money, on usury, had more and more abounded,
to the undoing of many persons, and to the hurt of the realm
In 1685, the rate of interest was reduced to 8 per cent. And
Sir Thomas Culpepper, a writer of great knowledge, in speak-
ing of the good effects of this reduction of the rate of interest,
writes thus a few years afterwards. “ This good success doth
call upon us not to rest here, but that we bring the use of money
to a lower rate, which now I suppose will find no opposition—
for all opposition, which before the statute was made against
it, is now answered by the success.” Oliver Cromwell reduced
the rate of interest from 8 to 6 per cent., and the reduction was
confirmed after the restoration, on the following grounds
“For as much as theabatement of interest from 10 in the hun-
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dred in former times, hath been found by notable experience,
beneficial to the advancement of trade, and improvement of
land by good husbandry, with many other considerable advan-
tages to the nation, and whereas in fresh and recent memory,
the like fall from eight to six per cent., hath found the like
success to the general contentment of the nation, as is visible
by several improvements, &c.” All the writers of those times
seem to agree in the descriptions of the benefits conferred upon
the nation, by the several laws reducing the rate of interest.
Finally, in 1714, the rate of interest was reduced to five per
cent., upon the ground, “ that the reducing the rate of interest
to ten, and from thence to eight, and from thence to six in the
hundred, hath from time to time been found beneficial to the
advancement of trade and the improvement of lands, &c.” It
should, besides, be remembered, that the repeal of the usury
laws in the State of Alabama, was attended with such a rise in
the price of money, and other ruinous consequences, that they
were re-enacted in less than one year after they were repealed.

But it is often said, that the laws against usury are not en-
forced, that the price of money is promulgated every day in
the public papers, and that it is sometimes two or three per
cent, a month, and that laws which are not enforced had better
be repealed. But the evil consists in this, that the penalty
against usury has been repealed, while the law against usury
exists on the statute books. There was no complaint of the
non-enforcement of the law, while the penalty for taking exces-
sive usury, was a forfeiture ofprincipal and interest. Who would
dare to let money to another, at unlawful interest, when he knew
that the law made the borrower a competent witness to convict
him of usury ? But the chance of losing the interest or treble
the interest, is not enough to restrain any body that has a mind
to do so, from taking excessive usury. But let the former

penalties be restored, and we shall never again hear of money
shaving, at two or three per cent, a month. And the minority
therefore reports the following bill.

All of which is respectfully submitted by
GEORGE DICKINSON.
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In the year One Thousand Eight hundred and Forty.

AN ACT
To Restrain Excessive Usury.

Be it enacted by the Senate and House of Representatives,
in General Court assembled, and by the authority of the same,
as follows:

1 Sec. 1. The thirty-fifth chapter of the Revised
2 Statutes is amended by striking out the second and
3 third sections, and inserting the following. Every
4 contract or assurance for the payment of money with
5 interest at a greater rate than six per cent, shall be
6 thereby rendered void : but whenever in any action
7 brought on such contract or assurance, it shall ap-
-8 pear, that a greater rate of interest has been direct-
-9 ly, or indirectly reserved, taken, or received, than

10 is allowed by law, the defendant shall recover his
11 full costs, and the plaintiff shall forfeit the whole
12 amount of the principal sum and the interest reserv-
-13 ed, or taken.
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1 Sec. 2. Whenever a greater rate of interest,
2 than is allowed by law, shall have been paid, with
3 or without the principal sum, or any part thereof,
4 the party paying the same, may recover back again
5 all that he had paid, both of principal and interest,
6 either by an action of debt, or by a bill in chancery ;

7 provided, that such action, or bill shall be prosecut-
-8 ed within two years from the time when the last pay-
-9 ment was made.
1 Sec. 3. Any person who shall directly or indi-

-2 rectly receive any greater interest, than is allowed
3 by law, shall be deemed guilty of a misdemeanor,
4 and on conviction thereof, shall be punished by fine
5 not exceeding one thousand dollars, or imprisonment
6 not exceeding six months, or both.
1 Sec. 4. It shall be the duty of all courts of jus-
-2 tice, to charge the grand jury, especially, to inquire
3 into any violation of this law.


