
HOUSE No. 34.

In House of Representatives, Jan. 31, 1840.

Ordered, That so much of the Governor’s Address as relates
to Manufactures, be referred to

Messrs. Baker, of Dorchester,
Bowdoin, of Ware,
Hall, of Taunton,
Knowlton, of Ashfield,
Crehore, of Waltham.

February 4, 1840.

Mr. Baker is excused, and Mr. Dodge, of Hamilton, is ap-
pointed in his place.

L. S. CUSHING, Clerk.

of J&assacfmsctts.

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

The Committee to whom was referred so much of the Address
of His Excellency, as relates to Manufactures, have attended
to that duty, and respectfully submit the following

According to the statement in his Address, it appears to be
the opinion of His Excellency, that such a paper currency as
exists in this Commonwealth, is injurious to our manufacturers
in two ways.

First. This paper currency, from its liability to great expan-
sion, and its wide introduction as the exclusive currency for
sums as small even as one dollar, has a tendency, in the opin-
ion of His Excellency, to raise prices to an unnatural height,
which induces foreign manufacturers to send over to this coun-
try excessive quantities of their products.

Secondly. Our manufacturers are, in the opinion of His Ex-
cellency, further injured, by the foreign manufacturers convert-
ing the paper, for which they sell their goods, into specie, to
be exported from the country ; thereby compelling the banks
to curtail their loans, to become borrowers instead of lenders,
and thus most injuriously affecting the interests of our own
manufacturers, at a time, when, in the words of His Excellen-
cy, they “really need additional use of credit.”

In respect to the first of the above statements, your Commit-
tee are unable to perceive how a depreciation of the currency,
supposing it to exist, can have any influence in inducing for-
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eign manufacturers to send their goods to this country. In
the opinion of your Committee, the only reason that foreign
manufacturers send goods hither, is, that they can sell them
here at a greater profit than at home. Some descriptions of
goods can be manufactured abroad cheaper than we can manu-
facture them ; and so long as this is the case, such goods will,
unless prohibited by a high tariff, continue to be sent to our
market, whatever may be the condition of the currency in this
country or abroad. On the other hand, we can produce some
articles in this country, at a cheaper rate than they can be pro-
duced abroad, which articles we are, and shall be, so long as
this is the case, able to send to England and other countries,
whatever may be the state of the currency here or there. “ The
laws of trade,” as His Excellency justly observes, “can no
more be controlled than the laws of nature,”—an observation
as applicable to this case, as to any other.

A real rise of prices is, no doubt, a strong inducement to for-
eign manufacturers to send goods to this country ; but a mere-
ly nominal rise of prices, which is the only rise that can be
produced by a depreciation of the currency, holds out no such
inducement. It is immaterial to the English, whether selling
their broadcloth here for ten dollars a yard, they are obliged to
pay twenty cents a pound for cotton, as a return, or whether
they sell their cloth for five dollars a yard, and buy cotton for
ten cents a pound. If, instead of cotton, they chose to send
home specie, if the currency be so depreciated as to have doub-
led the nominal price of cloth, it is obvious that the paper dol-
lars, received in payment for the cloth, will command only
fifty cents each in specie. It must be plain, then, to every person
of reflection, that a merely nominal rise of prices holds out no
inducement to the foreign manufacturer to ship goods to this
country,—it, in fact, operates the other way. During our Rev-
olutionary war, our currency was so depreciated, that a yard
of broadcloth sold for two or three hundred dollars; but the
state of trade, during that war, shows that a depreciation of
the currency had no great tendency to promote foreign impor-
tations. The present state of the currency of Texas, furnishes
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another illustration. By the last accounts from that country,
flour was selling at eighty dollars a barrel, and other articles in
proportion. These nominally high prices are owing to the de-
preciation of the Texas currency, which consists of govern-
ment paper or treasury notes. The state of trade, in that coun-
try, is deplorable—credit is almost unknown. There is a na-
tional independent treasury in Texas, but no banks.

In respect to the second of the above statements, your com-
mittee are also unable to perceive how a depreciation of the
currency can operate at all, to induce the foreign manufacturer
to export specie. The depreciated paper, received in payment
of his goods, will only command a smaller amount of specie,
in proportion to the extent of the depreciation. Specie cannot
be drawn from banks by depreciated paper; for so long as the
paper is paid in specie on presentation, it cannot be said to be
depreciated. Your Committee are of opinion, that the existing
currency of this Commonwealth is ecpially valuable as specie;
and they are also of opinion, that the said currency would be
much more readily received by foreign manufacturers, than any
depreciated currency whatever, however much prices might be
nominally raised, in consequence of such depreciation.

Having depreciated the currency, in order to raise prices and
induce the foreign manufacturer to send over goods to this
country, His Excellency appears suddenly, and without any
adequate cause assigned, to restore it to a specie value, as it
would seem, for the sole purpose of enabling the foreign man-
ufacturer to draw specie out of the banks for exportation.
This is a kind of financial legerdemain, which your Committee
are unable to comprehend.

Your Committee are also unable to comprehend how the
exportation of specie by the foreign manufacturer can operate,
as is alleged by His Excellency, to the disadvantage of this
country. Whether the foreign manufacturer carries away the
property belonging to him and for which he has sold his im-
ported goods, in the shape of flour, cotton, specie, or any thing
else, it is equally so much property taken out of the country ;

and by the laws of trade and the practice of merchants, the
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foreign manufacturer will be most likely to invest the proceeds
of his goods in that article, which bears the lowest, price here,
and the highest price abroad, and which, therefore, the country
can best spare, whether that article be flour, cotton, or specie.
Whatever may be sent abroad by the foreign manufacturer, it
ought always to be recollected that he leaves behind an equiva-
lent, in the shape of imported goods ; and whatever our mer-
chants may send abroad, constitutes a fund to be drawn upon,
equivalent to specie. What is flour or cotton, in this country,
transported to Liverpool, is converted into sterling exchange,
equivalent to specie; it is, therefore, as much a loss to have
flour, or cotton carried out of the country, as to have specie
carried out.

Excessive importations of foreign goods sometimes take
place ; but they are caused, not by the state of the currency,
but by false estimates of the quantities needed for consump-
tion, or of the ability of the population to purchase. The
markets of the West India Islands, arc very frequently glutted
by our own merchants to their very severe loss, not by reason
of any expansion of the currency of those islands, which cur-
rency is specie, but owing to false calculations as to demand
and supply. Gluts, in the markets of every other country, are
produced by the same cause. The state of the currency has
very little to do with the matter.

In addition to the two specific statements of His Excellency,
above considered, he also seems to express the opinion that the
banking system, as at present existing in this Commonwealth,
has a tendency to produce great fluctuations in trade, highly
injurious to the manufacturing interest; and as remedies for
these fluctuations, he proposes the suppression of small bills by
the Legislature of this Commonwealth, and the establishment
of what is called the National Independent Treasury, by the
Federal Government at Washington.

These two remedies, according to the suggestions of His
Excellency, will both operate in the same way, and by curtail-
ing the loans of the banks, will tend to prevent fluctuations in
trade. Your Committee can easily see, that by curtailing loans



[Feb,6 MANUFACTURES.

and destroying credit, fluctuations in trade may be effectually
prevented. But it is doubtful, in the minds of your Committee
whether trade itself ought to be done away, for the sake of
doing away with fluctuations in trade ; this remedy appears to
be worse than the disease. Your Committee are wholly una-
ble to perceive how the suppression of small bills, or the estab-
lishment of a National Independent Treasury, can operate at
all to prevent fluctuations in trade except so far as they
operate to prevent, trade itself.

As to the suppression of small bills, it is certain, that most, if
not all of the country banks are dependent for their profits and
their existence upon their small bill circulation ; —how much
our small manufacturers are dependent upon accommodations
furnished by these banks, is well known to all acquainted with
their business. In what way the destruction of the country

banks, which would be the inevitable consequence of the sup-
pression of small bills, can, benefit our manufacturers—unless
it be a benefit to close up their business altogether—your Com-
mittee cannot understand.

It would thus appear, that the suppression of small bills, in-
stead of putting, as His Excellency anticipates, “ gold and sil-
ver in the hands and in the pockets of the people, and essen-
tially diminishing the dangers of bankruptcy on the part of tl
banks, and of losses on the part of the people,” would have di-
rectly the contrary effect. But as the subject of the suppres-
sion of small bills has been referred to another Committee of
this House, this Committee refrain from making any recom-
mendations with respect to that subject.

As to the National Independent Treasury, its only operation
upon trade and manufactures will be, in the opinion of your
Committee, to cause certain sums of money, hitherto loaned out
through the agency of banks, to be locked up in the iron chests
of the government. His Excellency himself admits, that occa-
sional curtailments of that “use of credit which our manufac-
turers really need,” are highly injurious to their interests

and your Committee are wholly unable to discover how a per-
manent curtailment of credit, such as the National Independent
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Treasury will produce, can be beneficial either to manufactures
or trade. “ The shrewd, intelligent, and sharp-sighted manu-
facturers,” whose industry and skill are pointed out by His
Excellency as the just pride of New England, may, perhaps, be
able to discover in the curtailment of credit hitherto enjoyed,
some “beneficial effects” to themselves;—but any such effects
are not perceptible to your Committee. Not being able to per-
ceive these alleged benefits to the manufacturers, from the es-
tablishment of the National Independent Treasury, your Com-
mittee are unable to consent to the trial of so hazardous an
experiment, except upon fuller and more conclusive reasons in
its favor, than they have been able to discover any where in
the Address of His Excellency.

Your Committee would accordingly recommend the passage
of a joint resolution, condemnatory of the bill, now pending in
Congress, for the establishment of the National Independent
Treasury, were they not well satisfied that any action on the
part of this Legislature, however in itself entitled to attention
and respect, would have no influence with a body constituted
as Congress now is—a body which, during its present session,
in its anxiety to promote party ends, has exhibited a total dis-
regard of state rights, of the rights of individuals, and of the
public welfare.

Your Committee, therefore, ask leave to be discharged from
the further consideration of that portion of the Address of His
Excellency, committed to them.

For the Committee.

ALLEN W. DODGE








