
This is a reproduction of a library book that was digitized  
by Google as part of an ongoing effort to preserve the  
information in books and make it universally accessible.

https://books.google.com

https://books.google.com/books?id=LoMPYCISX0wC










WHAT IS OUR TRUE POLICY?

IT IS HEREIN CONSIDERED:

BY A VIRGINIAN.

ESTABLISHMENTS OF CREDIT.

" To conclude : No man can by care-taking (as the Scripture saith) add a cubit to his

stature in this little model of a man's body ; but in the great frame of kingdoms, it is

in the power of' princes or estates to add amplitude and greatness to their kingdoms.

For by introducing such ordinances, constitutions and customs as we have now touched,

they may sow greatness to their posterity and succession. But these things are com

monly NOT OBSERVED, BUT LEFT TO TAKE THEIR CHANCE."

Bacon's Essays (XXIX) of the True Greatness of Kingdoms and Estates.

" I have but one lamp by which my feet are guided, and that is the lamp of experi

ence. I know of no way of judging the future but by the past."

Patrick Henry.

RICHMOND:

GARY & CLEMMITT; PRINTERS.

1866.



Entered in the year 1866, according to the Act of Congress,

By Nathaniel Tyler,

In the Clerk's Office of the United States District Court for the Eastern District of Virginia.



PREFACE.

The following work is an attempt to survey the whole

policy of the country, and to examine what measures are

best suited with the public interests. It was the original

intention to have brought out this work in two or more

octavo volumes. This design was soon found impractica

ble; for the Author, incessantly diverted from this subject

by professional duties, was unable to complete the whole

work within a reasonable period of time; whereas the con

dition of the country imperatively demanded the adoption

of measures to restore something like organization to so

ciety, revenue to the public treasuries, and activity to trade.

Amid these'circumstances the Author has decided to issue

his work in the form of pamphlets, because he thought he

discovered (if he may make such a public declaration with

out immodesty) in the measures he suggested, schemes

which were likely to alleviate in a sensible degree some of

our present sufferings.





CHAPTER I.

ESTABLISHMENTS OF CREDIT.

" To conclude: No man can by care-taking (as the Scripture saith) acid a cubit

to his stature in this little model of a man's body ; but in the great frame of

kingdoms, it is in the power of princes or estates to add amplitude and great

ness to their kingdoms. For by introducing such ordinances, constitutions and

customs as we have now touched, they may sow greatness to their posterity and

succession. But these things are commonly not observed, but left to

TAKE THEIR CHANGE."

Bacon's Essays (XXIX) of the True Greatness of Kingdoms and Estates.

" I have but one lamp by which my feet are guided, and that is the lamp of

experience. I know of no way of judging the future but by the past."

Patrick Henry,

An attentive observer of those vicissitudes which are as

tides in the mysterious ocean- of human affairs must be

struck by the revolution which within the last twenty—or

shall I not rather say ten ?—years has taken place in the

social and political world. Down to this period of time the

thoughts of statesmen were absorbed by war or diplomacy

or politics proper. All other interests were neglected.

This revolution was brought about by the general intro

duction of steam into the places of labor, and by the great

extension of the applications of iron to man's service.

These events introduced radical changes in trade, and, as

an inevitable consequence, into the whole organization of

society. These changes have been made in a democratic

direction.

The extensive character of the machinery required to

whisk through space, almost with the velocity of a cannon-

ball, multitudes of men and mountains of freight—to forge

those massive pieces of metal we require to plate our ships

and throw our shells—to spin textile fabrics to most deli?
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cate gossamer—and to drive ocean steamships (whose ne

cessities require that they should be towns and coal pits)

across stormy seas, demanded even more money than a

Coutts or a Rothschild could supply. Bankers then took

lessons of Nature. She forms mighty rivers with accumu

lated rain-drops and melted snow-flakes. They imitated

her example. They transformed banks from reservoirs of

money, fed by one enormous purse, into lakes of money,

fed by a great many small purses. Banking became demo

cratic. Bankers sought that capital, which was more than

their wealth could furnish, in the principle of association.

The huge machines which required so much capital to

call them into existence, demanded more laborers than the

ruder engines they displaced had found necessary. The

new exigencies of trade likewise increased the number of

men brought together, Toilers counted their fellows and

found them many. Union gave them strength. The attri

tion of the workshop brightened their minds. Meantime

machines continually waxed more powerful and more adroit.

Each day they asked of the laborer less muscle and more

brain. The primeval curse was modified. Man earned his

daily bread more by the sweat of his brain than by the

sweat of his brow. Tasks were daily wrought which im

agination had never dared set the Titans. The task mas

ters set over these mighty machines (to this position the

humblest laborer was promoted) found their wages and

their sequent comfort and capital and social position in

creasing. Labor became aristocratic—and this change,

too, was democratic, for it embraced all the lower classes

of the community in the general promotion* These new

interests increased in power. They challenged the atten

tion of governments, which were called upon either to

facilitate their means of acquiring additional capital, or to

exercise checks upon their proceedings, to preserve from

waste the estates of citizens confided to them, or to protect

citizens from their selfishness.
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It behooves every statesman to ponder and to second this

great change. Such conduct is in a particular manner the

duty of our statesmen at this period of our history. Our

fields are desolated. Our homes are laid waste. Our cities

are blackened by fires and scarred by shells. Our trade is

disorganized. Our citizens are in circumstances of strait

ened fortune. Our statesmen ought, at least for the pre

sent, to keep their eyes fixed on these economical wants.

They ought not to allow all their thoughts and their whole

policy to be engrossed by mere party quarrels. They ought

to give, perhaps the first place, to those great questions of

political economy on whose true solution the wealth, power

and influence of modern States rest. Their right compre

hension alone can retrieve our marred fortunes and raise us

to that pitch of material prosperity to which we are justly

entitled.

The government must no longer stand entirely aloof as

it did before the war^ and allow the citizens to trust to their

own unaided resources. lam no friend to centralization.

I am no advocate of a continual interference of the gov

ernment in the affairs of men. God forbid ! The policy

I advocate has no such tendency. It is neither the English

system of almost absolute non-interference of the govern

ment, nor is it the French system, where the government

does everything and leaves the subject little else to do but

pay taxes and pour out blood. The English system has

been pursued here, because we failed to distinguish those

differences which exist between us and the mother country

in consequence of a dissimilar social and political organi

zation. We have not those measures of primogeniture and

entail which in England so foster the accumulation of capi

tal in private hands, and local pride, and local attachment,

and local public spirit, as to render State interference use

less. Nevertheless, note how the causes to which I have

alluded are driving even the imperial government to inter

ference with trade: here lines of steamships are subsidized;
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there children are shielded from the rapacity of parents;

yonder poverty is protected from exhausting demands upon

the human frame; elsewhere travellers are guarded from

imperfect machinery and overcrowding. A hundred calls

are made on government which never reached the ears of

States in our youthful days. The French system is still

less suited with our genius. We have reached manhood

and would revolt from the French go-cart and apron-strings,

even though they promised to lead us to affluence of wealth.

We must give a considerable place to these new interests

in our scheme of public policy; and we must take care that

no profligate adventurer drags them into the strife of party.

We must, so far as we may, extrude and keep them from

the taint of politics, in order that men shall not differ in

opinion simply because the man who broached the subject

was a Democrat and he who heard him happened to be a

Republican.

"There are," I read the other day, "large and every day

increasing interests, happily now disengaged from all tinge

and taint of political passion, which yet concern the life

and welfare of the whole nation, not less extensively and

profoundly than politics themselves. We are past that

stormy period of a nation's history in which the struggle

for liberty and security absorbs all the energies and passions

of life. Political action and the laborious and difficult du

ties of government have ceased to be the end and have be

come the means of progress. ..... They leave without

anxiety the guardianship and amendment of our constitu

tion and laws to the authority which has so long maintained

and exercised them, and devote all their energies to the

richer and more grateful fields of commerce, science, lite

rature, art and religion. These are the true interests of a

nation. To these politics, and government, and war, and

diplomacy are but the scaffolding and defences. Upon the

advance of these really depend the progress and happiness

of a people."
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Look where we may at this particular conjuncture, our

attention is most earnestly challenged by financial questions.

"We are not yet able to discover our circumstances of for

tune with anything like accuracy. Nevertheless, all of us

know that there are great quantities of paper money to be

withdrawn from circulation, an immense floating debt to

be consolidated, and the ruin which has desolated so many

homes to be repaired. There are few men but lose all

heart when they reckon the amounts of these liabilities.

I confess I survey this sea of pecuniary liabilities, not only

without dismay, but without loss of composure. The closer

I examine our situation, the firmer does my confidence

grow. "We have but to use the machinery of trade to see

the expanse of debt—broad and deep as it is—speedily

drained. It is true we do at present lack this machinery.

Let us forge it at once. Let us animate it with the spirit

of association. Let us foster the energy of individual dol

lars. Let us impress on our mind that no fortune in the

world, not even the fortunes of all the Rothschilds, are

equal to the fortune of every body. Bearing this in mind,

let us found and foster joint stock companies. The more

numerous and prosperous these establishments are, the

wealthier our citizens will grow, the more will they con

sume and produce, and consequently the greater will be the

yield of taxation, while its burden presses still lighter on

every head. We all require as individuals—as citizens of

The Commonwealth—as citizens of the United States—or

ganization of credit and of capital. We must forge ma

chinery to collect the money which lies idle in every pocket,

and metamorphose it into the most potent fairy of modern

times—capital. We require the extension of that fertile,

that democratic principle of association, which, wherever

it has been introduced and fairly tried, has wrought won

ders far beyond the loftiest flight of Arabian Nights Enter

tainment.

At the present time an Agricultural Real Estate Loans

2



10 ESTABLISHMENTS OF CREDIT.

Company and an Urban Eeal Estate Loans Company are of

prime importance to us. We all require ready money.

The farmer needs it to re-stock his estate, and bring it back

to its old state of improvement, and to pay off debts in

curred during the war, (when his fields yielded nothing,)

and to meet his current expenses until crops can be har

vested and brought to market. The town landlord needs

it to place himself in position to meet the requirements of

trade, to repair the ravages of war, and to meet those en

gagements he postponed until the restoration of peace.

These most admirable establishments of credit are un

known here: but they are ancient elsewhere.

They have in Prussia for nearly one hundred years con

ferred incessant advantages upon the people—although

their organization was imperfect—during all the wars, all

the revolutions, and all the commercial crises which have,

within this century, repeatedly shaken that kingdom to its

foundations.

Their origin will recommend them to us.

The Seven Tears' War had brought Silesia to the very

verge of ruin. Every body was nigh insolvent. The con

tending armies had desolated every field. Agricultural

productions were so cheap as to leave no profit to the

farmer. Money was scarce and commanded between

twelve and fifteen per centum interest. The nobility had

obtained a stay-law giving them three years' grace to pay

off their debts. The humbler classes of society were

plunged into the deepest distress.

The sight of all this misery inspired a Berlin merchant

named Biiring with a scheme for its relief. He discovered

that the chief cause of the distress flowed from lack of

confidence. He banded all debtors together and presented

to the capitalist the responsibility of all in place of the re

sponsibility of single individuals. All guaranteed the debts

of each one. Frederick the Great at once saw the ad

vantages of the scheme, approved it and lent the associa
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tion 300,000 Prussian crowns ($225,000) at two per cent.

Other capital was obtained. Interest fell at once from

twelve and fifteen per cent, to five per cent., and, besides,

years were given to the debtors to pay off their debts.

The success of this establishment was so great that simi

lar institutions were founded throughout Prussia, I may

say in a very short time, when one considers how slowly

every good idea makes its way among that slave of rou

tine—Man. One was established at Brandenburg in 1777;

another in Pomerania in 1781 ; a third at Hamburg in 1782;

a fourth in "Western Prussia in 1787; a fifth in Eastern

Prussia in 1788; a sixth in Schleswig and Holstein in

1811; a seventh in Mecklenburg in 1818; an eighth in

Posen in 1822; a ninth in Poland in 1825; a tenth in Bre

men in 1826; an eleventh in Bavaria in 1826; a twelfth in

"Wurtemburg in 1827; a thirteenth in Hesse Cassel in 1832;

a fourteenth in "Westphalia in 1835; a fifteenth in Hanover

in 1842; a sixteenth in Saxony in 1844; a seventeenth in

France in 1852; and, lastly, an eighteenth in England in

1864. I shall not pursue their progress beyond Europe.

I am anxious to show by these chronological particulars of

their progress, how they have crept into favor, and how

experience has approved them for valuable establishments.

Of k truth the value of this association is recommended

in the strongest manner by this gradual adoption first by

one neighbor and then by another. It proves that the tree

was judged by its fruit. Its value to us at the present time

is avouched by the circumstances under which several of

those States adopted it. I have mentioned the causes which

led to its foundation in Silesia. The distress caused by the

insurrection of 1825 directed the attention of the Poles to

it. The prostration of agriculture during the agitated

years of 1848-49-50-51 led the French government to in

troduce it into France: "as you, sire, (the French Empe

ror) saw the admirable working of this institution in Ger

many."
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Shall I exhibit the value of this Association by another

light? Remember the agitated history of Europe during

the last fifty years. There have been wars, revolutions,

famines and commercial crises. Very well, notwithstand

ing these convulsions which destroyed so many other things,

this Association not only escaped bankruptcy in every coun

try where it was established, but it held its own position

without once resorting to the extreme measures of the law

to force its debtors to the punctual discharge of engage

ments. Furthermore, such is the stability of this Associa

tion, so great is the confidence it every where begets, that

in agitated periods of time, when trade is stagnant and

speculation paralyzed, its bonds have commanded higher

prices in market than public securities themselves. I go

no further back than 1848. In this revolutionary year the

three-and-a-half per cent, bonds of the Real Estate Loans

Company of Silesia and Pomerania were worth 93; the

"Western Prussian Real Estate Loans Company's bonds

were worth 83; the Eastern Prussian Real Estate Loans

Company's bonds were worth 96; while the bonds of the

Prussian government were worth only 69, shares in the

Bank of Prussia were worth only 63, and railway shares

were worth only between 30 and 50.

Is this evidence of the value of this establishment insuf

ficient? I adduce additional testimony to its worth.

Herr Bulow Kummerow, an eminent Prussian authority,

speaking of the Prussian Real Estate Loans Company,

said: aLand bonds effectually establish the credit of every

owner of real property, inasmuch as he is enabled by their

instrumentality to command a certain sum of ready money

in proportion to the value of his estate. And while on the

one hand the proprietor is free from the annoyance of hav

ing any loan on his estate suddenly called in, on the other

hand the capitalist need not be paid off against his will.

Every owner of property is thereby furnished with means
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of improving his estate, and paying off, if advisable, any

joint partners or co-heirs thereof that may exist."

John Stuart Mill says: "In Germany, one of the safest

and most usual investments for small sums is a kind of land

bond. The mortgages there were divided into shares, and

the documents which conferred the right to those shares

were very generally in use as investments by all classes,

and were found very convenient and increased very much

the facilities of mortgaging land for its value."

"I move the second reading of the Mortgage Debentures

Bill. A measure of a similar nature passed this House last

year as a private bill and went up to the House of Lords.

There the objection was raised that the subject-matter of

the bill was not one which ought to be dealt with by a pri

vate act. The bill was therefore dropped and a public bill,

very much of the same nature, was introduced, and after

undergoing very minute scrutiny and criticism was passed

by their Lordships. The constitution of the Select Com

mittee which reported in favor of that bill showed with

what authority the present measure came before the House.

The noble lords who sat upon it were the Lord Chancellor,

Lord Derby, Lord Granville, Lord Stanley of Alderley,

Lord Grey, Lord Eedesdale, Lord Overstone, Lord Port-

man, Lord Devon, Lord Donoughmore, Lord Malmesbury

and Lord Cranworth A great deal has very properly

been done by this House to extend the credit of personal

property and to facilitate the sale and transfer of securities

affecting personal estate; there has been an enormous ex

tension of trade, and the applications of the principle of

limited liability to the industrial pursuits of the country

have enabled aggregations of small capitalists to engage in

operations which could formerly be carried on only by mer

chants, bankers and large capitalists; the powers of trus

tees have been greatly enlarged, so that they might now in

vest funds in railway debentures and other securities which

fifty years ago were never to be found within the limits of
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a deed of trust. The advantageous rates of interest, com

bined with the security which many undertakings offered,

also materially affected the land credit of the country, be

cause persons who had money to dispose of found it advan

tageous to invest in railway debentures or to embark in

foreign, colonial or Indian loans. All these circumstances

have of late years been constantly at work and have been

yearly and almost daily narrowing the circle from which

money could be obtained on mortgage of interests on landed

estates. I do not mean to deny that it is still easy to

obtain a first mortgage within any moderate limit as to

amount; but I have it from very high authority that if

there is any prior charge upon the estate, even ordinary

small family charges, the difficulty of effecting a mortgage

or borrowing money upon the security of the estate is enor

mous. The fact is that the great bodies who mostly under

take that sort of business have their tables so covered with

applications that they pick out the plums and throw the

others aside. If nothing is done to remedy these evils,

they will go on increasing ; for looking at the present state

of commercial and monetary affairs in this country, I see

no. probability of any thing occurring to increase the Value

or facilitate the operations of land credit."—Lord Naas,

House of Commons, 15 Feb. 1865.

This admirable establishment of credit not only relieved

the distress superinduced by war in Prussia. It wrought a

great social revolution there. Prussian peasants were mere

tenants of the farms they cultivated. The fee was vested

in noble families. Rent was paid in a variety of feudal

services and fines which were more or less vexatious. That

yearning after absolute possession of land which is im

planted in every breast, and which the longest lease fails to

satisfy, could not be gratified. The peasant was too poor

to purchase his farm and to compound for all these services

and fines until the Real Estate Loans Company came to his

assistance. Its assistance was so effectual that at the pre
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sent day there is scarcely a peasant in Prussia who is not

the lord of the fields he cultivates. In Austria the same

social transformation is at present taking place under the

auspices of a Real Estate Loans Company.

When one considers the passion—it almost reaches

phrenzy—man has for the possession of land and (com

pared with the income yielded by other investments) the

insignificant revenue it returns on the capital placed in it;

and, furthermore, when one considers the importance of

agriculture in every society, the value of a Real Estate

Loans Company, even in periods of long unbroken peace

and prosperity, may scarcely be over-estimated. Adam

Smith gave it for his opinion that the capital of money bor

rowed on land could never be re-paid, because all the re

venue arising from the property would be absorbed to pay

the interest accruing annually, and nothing would be left to

pay off the capital. A later political economist of autho

rity said; "If you do not afford the means, if you do not

give agriculture capital at a low rate of interest, landed

proprietors cannot avoid bankruptcy." Of a truth, how

may the agriculturist free himself from debt, if he has bor

rowed money at six per cent, interest to the full value of

his estate, while the latter yields only four or five per cent,

at the utmost? He cannot possibly extricate himself unless

a Real Estate Loans Company comes to his relief.

Let me now exhibit the foundations on which this most

admirable establishment of credit is built.

It lends money to the owners of real estate and agrees to

hold them quit of the re-payment of the capital lent, upon pay

ment of interest

This seems a paradox. It is nevertheless a very plain

truth. So no one could make the egg stand on end until

Columbus broke it.

The debt—interest and capital—is extinguished in the

first place by the payment of interest as interest, and in the

second place by the accumulation of the interests at com
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pound interest. Take an example by-way of illustration.

John Doe borrows $100 of a Real Estate Loans Company,

payable, say, in forty-seven years. The Company will

charge him for this term of years—for the rates of interest

charged will differ with the number of years for which the

money is borrowed; being higher as they are less and

lower as they are greater—the Company will charge him

for this term of years eight per cent, interest per annum,

of which

6 per cent, will go to pay interest on the capital lent ;

1 per cent, will go to defray the Company's expenses of administration ;

1 per cent, will go to form the sinking fund ;

Total, 8 per centum per annum.

John Doe will pay this interest semi-annually, say four

dollars on the first of January and four dollars on the first

of July of every year.* The first year—if we suppose the

loan to have been made on the first of January—there will

be only one-and-a-half per cent, interest carried to the

sinking fund. This will accrue on the hundred dollars

borrowed and on the fifty cents paid to the sinking fund

on the first of July : for a dollar a year being paid for the

sinking fund, fifty cents will be paid at the expiration of

the first six months; these fifty cents will at once be placed

at interest. Thus it is seen that the interest is reckoned

semi-annually, and the interest accrued is likewise put out

at interest semi-annually. This would give the following

results:

1st year , $1.0150

2d " '. 2.0450

3d " .......... r.v? ...f. 3.1086

4th " 4.2196

5th " 5.3649

6th " 6M56

* To avoid intricate calculations, I suppose the interest paid semi-annually.

It ought to. be paid monthly, as I hope to demonstrate.
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7th year . 7.7628

. 9.0075

. 10.3008

. 11.6330

. 13.0074

. 14.3243

. 15.7819

. 17.2845

. 18.8305

. 20.4273

. 22.0730

. 23.7600

. 25.5070

. 27.2870

. 29.1450

. 31.0600

. 33.0640

. 35.1000

. 37.1990

. 39.3630

. 41.6240

. 43.3920

. 45.7480

8th "

9th " .,

10th "

11th "

12th "

13th "

14th "

15th "

16th "

17th "

18th "

19th "

20th "

21st "

22d "

23d "

24th "

25th "

26th " ....' .

27th "

28th "

29th "

30th "

31st " 50.6790

32d " . 53.2590

. 55.919033d "

34th " 58.6610

. 61.4880

. 64.4020

. 67,4070

. 70.5040

. 73.6970

. 76.9890

. 80.3820

35th " ..'

36th "

37th "

38th "

39th "

40th "

41st "

42d " 83.8650

. 86.470043d "

44th " 90.1560

. 93.956045th "

46th " 97.8740

. 101.913047th "

Thus, in somewhat less than seven-and-

Doe will have entirely cleared himself oi

forty years John

F debt npon the

3
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mere payment of eight per cent, per annum interest. The

Company undertakes at its own risk the management of

the sinking fund.

Suppose John Doe had borrowed from a money-lender

these $100 at six per cent, per annum and for as long a pe

riod of time. He would pay $276 interest in the course of

the forty-seven years, and at this expiration he would be

required to return the $100 originally borrowed; that is to

say, he would pay the money-lender $382 for the loan.

Now he pays the Real Estate Loans Company (if he bor

rows from it) only $376 (multiply 47 years by 8 per cent.);

consequently he saves six. dollars, that is six per cent, on

the whole sum. If he had borrowed $100,000 he would

have saved $6,000, besides having the use of the whole

capital, and having the certain enjoyment of a long period

of time to clear himself.

It may be objected that a landlord whose real estate

yields less money than would suffice to pay the interest on

his debts could not possibly procure the additional sum of

money required to form a sinking fund. But the rule of

all Real Estate Loans Companies is never to lend an

amount of money on any one estate above one-half of the

confessed value of the estate mortgaged. The landlord's

ability to pay the Ileal Estate Loans Company is therefore

secured before the loan is made to him, and no loss can fall

on the Company from this source.

It may be said that the Real Estate Loans Company will

be of little service to men who owe as much money as their

estate is worth. I am afraid it is unquestionably true that

the Real Estate Loans Company will not be of much as

sistance to men in desperate circumstances of fortune. I

never heard of any Company that could assist such men.

They are the quarry of Shylock.

Nevertheless, the Real Estate Loans Company may be of

much more service to men in deeply embarrassed circum

stances of fortune than might at first be supposed. John
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Doe owes $100,000. He possesses an estate worth $100,000.

He feels the weight of years growing heavier upon him,

and he would extricate his estate from debt, that when he

goes hence he may leave his children in some happier con

dition than penury. At present his situation would be

utterly hopeless. Every year sees him sinking deeper into

the slough of debt. His estate yields $6,000 revenue an

nually; the interest on his debts absorbs all of it. If we

had a Eeal Estate Loans Company in The Commonwealth

he might mortgage his estate for $50,000. He would with

this sum of money immediately discharge $50,000 of debt.

This leaves him with $50,000 of floating debt due within a

short period of time, and a consolidated debt of $50,000,

which will be paid off in insensible instalments in the course

of seven-and-forty years. He resolutely sets to work to

transform the floating debt into a consolidated debt. As

he pays the Real Estate Loans Company he borrows from

it. The Company lends without hesitation, because the

value of the pledge remains undiminished. He perseveres.

In process of time he will have the satisfaction of seeing

his estate cleared of debt. It is a long and painful task,

but it is less painful than despair and absolute poverty.

Long and painful as the process is, perseverance will at

last be rewarded with an unencumbered estate of $100,000.

The prize is worth the struggle.

The long and certain period of time granted to borrowers

by the Eeal Estate Loans Company is a very great advan

tage to the farmer. He can feel no fear of commercial

crises, or of the lender's death, or of changes in the latter's

fortune or position; therefore he need never dread a harsh

or unexpected foreclosure of the mortgage. These condi

tions offer particular advantages to persons engaged in in

dustry or trade.

A young man sets out in life. His first wish naturally is

to purchase a home for his wife, as young as himself, and

for the children he hopes to assemble around him. He has
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some capital; but he is wisely averse from taking it out of

his thriving business. He buys a house suited with his

means. He at once mortgages it for half its value to the

Real Estate Loans Company, and returns to his business

capital this money which yields him in trade twelve per

cent/interest. If he is as prosperous as Hope promised,

he may, whenever he pleases, redeem the mortgage. If

misfortune overtakes him, he has a home for his family,

which will not cost him more than ordinary house-rent.

The only way in which persons pursuing trade or indus

try should purchase their homes is this way of paying for

them in a term of years. It may be laid down as a general

rule, I had almost said as an axiom, that a person in trade

or industry should never sink any portion of his capital in

real estate. He should never own the house he lives in, or

the shop or office he occupies; because the money requisite

for the purchase of a house could be a great deal more pro

fitably employed in trade, and because one of the cardinal

maxims of trade is that the trader should keep every dollar

of his capital constantly under complete control. All men

know that real estate cannot be sold at a moment's notice,

especially in periods of crisis which are precisely the epochs

when people in trade require every cent of their capital.

Now if a person pursuing industry or trade has forty-

seven years to pay for his house, and the money borrowed

therefor costs him less or scarcely more than the house-rent

he now pays, reason will warrant his purchase of a home

for his family. He will not act judiciously in surrendering

the advantages of a house furnished by borrowed capital at

a low rate of interest.

In Europe people engaged in trade never think of invest

ing any portion of their capital in real estate, although in

Europe money to any amount is always to be had at a low

rate of interest. This resolution is one source of the great

wealth of the English people. There none but exceedingly

rich people buy land. They wisely prefer renting even
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their farms to buying them. They remember Adam Smith

says, the tenant-farmer is a man who trades on borrowed

capital—borrowed capital held at a low rate of interest,

and whose principal he is never expected to re-pay. The

English people rent their farms and invest their capital in

securities, which return twice, thrice, or many more times

as much interest as land yields. We ought to learn with

greater docility the lessons taught by Europe. They are

dear-bought lessons, purchased by a thousand years' expe

rience.

Every person familiar with the conditions of trade in the

South-West, knows what an enormous tax is levied by fac

tors on planters for the advances made the latter. Ten,

twelve, fifteen and more per cent, are the common rates of

interest charged for these loans. Besides, the planter is

placed completely in the power of the factor. The crop is

often sold to satisfy the exigencies of the latter's situation.

This custom is likewise most oppressive to the factor. It

obliges him to keep at command a large amount of capital,

and exposes him to a variety of hazardous risks. Let a

Real Estate Loans Company be established at ~New Orleans

(to instance one of the great cotton and sugar markets), and

this most pernicious custom of trade will entirely disappear.

"We all know the serious embarrassments of our millers

and tobacco manufacturers at particular seasons of the year.

They are obliged to purchase in a few months the raw ma

terials which are to supply their manufactory during a whole

year. They have a great capital locked up in the buildings

necessary to their business. The banks are costive. If we

had a Real Estate Loan Company they might easily mort

gage their establishment for and procure half the money it

cost. This measure would put them at ease. They might

extend their field of operations and concurrent wealth.

They would be paying eight per cent, for the use of money

which would be yielding them twelve or more.

I can conceive only one class of landlords who may find
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embarrassment in using Real Estate Loans Companies.

These are tenants for life. I am sensible of the delicacy of

this subject. May we not introduce a law providing that

tenants for life, who contemplate permanent improvements

of the estate, (such as building warehouses or dwelling-

houses), which cannot but tend to increase the value of the

property, may go into court and pray for an order author

izing thern'^ to pledge not only their own interest, but the

estate in remainder? Besides, there is life insurance to

assist tenants for life. No Real Estate Loans Company

would be likely to refuse a loan to a tenant for years of good

character, who, at the same time that he mortgaged his

estate, transferred to the Company a policy of life insurance

equal to the whole amount borrowed.

As this establishment of credit solved in Prussia, and is

solving in Hungary, the question of serfdom, so it may rid

us forever of the formidable Negro Question.

It will enable us to place their fate in the hands of the

negroes themselves. "We may with its assistance be enabled

to pass through the great social revolution, in whose midst

we are, without a shock, almost without a jolt of the vehicle

of State. It will transport all of us—white and black—

from slavery to freedom by insensible changes. It will-

attach the negro to the soil, and give our landed proprietors

a sufficient supply of suitable labor. It will, at the same

time, raise the negro to independence of fortune, and, in

process of time> to those social and political advantages

which flow from the possession of wealth. What is more,

it will do all these things wtthout costing us a single cent.

These ends are to be attained by pursuing this course.

Establish an Agricultural Eeal Estate Loans Company in

each State. Give each head of a family of negroes, and each

unmarried niale negro, who may be 18 or more years of age

in the current twelve month, a farm of twenty acres. This

farm to be allotted him, if possible, on the estate where he

has lived and labored. His old master should allot these
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farms. The negro may appeal from this allotment to the

county court, or may decline to accept it. These farms to

be formed entirely of fields which have been under cultiva

tion, and to contain no wooded land. The present landed

proprietor to build on this farm a log cabin and shed, such

as we see used for negro quarters and cow-house* on all our

plantations. These habitations will, of course, be rude and

rough; but they will not be ruder or rougher than the

dwellings we see free negroes inhabit, and the abodes of the

best European peasantry. It should be recollected that at

present the all-important point is to make a beginning, to

place the negro on the path which leads to wealth, and leave

the rest to his own exertion. As he waxes rich he will grow

fond of comfort, and, in course of time, he will have a home,

which the white laborer of the North may look upon with

envy.

The proprietor of the land shall receive for each messuage

two thousand dollars in cash. The negro will obtain this

money by mortgaging his estate to the Agricultural Real

Estate Loans Company. I have already said it is one of the

fundamental principles of these establishments of credit

never to lend a sum of money exceeding one-half of the

value of the whole estate mortgaged. Therefore the Fede

ral Government must come to the negro's assistance. As

the whole United States have taken a deep interest in the

negro's emancipation, it would be manifest injustice to throw

whatever risk of loss may exist on a part merely of the

Country. It would, too, be impolitic to make the neighbor

hood, in which the negro must work out his temporal salva

tion, pay the penalty for his misfortune or misconduct.

Besides, the negro—known only in slavery—-has no credit.

He can give none of those moral guarantees of honesty

which almost every white man may command. The negro,

if unsupported by no powerful patron, could probably obtain

no money from Real Estate Loans Companies on his mort

gaged property. There is as yet no market in the Southern
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States for such small farms. Therefore the Federal Govern

ment must guarantee the negro's whole debt.

The negro would give to the Real Estate Loans Company,

from which he borrowed the money, a first mortgage on his

farm, accompanied by his wife's relinquishment of all dower

rights thereon, quoad the Company. As it would be advi

sable for him to borrow the first year's interest of the loan,

he would, with the aforesaid deeds, give the Company 395

bonds for $14 40, payable respectively from month to month,

according to their date, and one bond for $31 40, payable

396 months after date. This last bond would be for thirty-

one dollars and forty cents, because at the expiration of the

thirty-third year there would still be a balance of seventeen

dollars due, and it would be advisable to pay this balance at

once, instead of extending the instalments beyond the thirty-

third year. Thus, if this arrangement is adopted, in 1898

all these negro families will possess a valuable farm in fee

simple, upon payment of less rent than the ordinary tenant

for a term of years pays. While the negro lodges these

securities with the Real Estate Loans Company, the State

Government would likewise give the Real Estate Loans

Company its bonds in the same number and for the same

amounts, to wit: 395 bonds for $14 40, (fourteen dollars and

forty cents), and one bond payable 396 months after date

for $31 40, (thirty-one dollars and forty cents) ; the former

payable respectively from month to month, according to

their date, if the negro failed to meet his engagement. As

the negro from month to month cancelled his bonds, the

State bonds should be cancelled and returned to the proper

authorities. The Federal Government in turn would give

the State Government 395 bonds for $14 40, and one bond

payable 396 months after date for $31 40; the former pay

able respectively from month to month according to their

date, if the negro failed to meet his engagement. As the

negro from month to month cancelled his bonds, the Fede
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rhl bonds should be cancelled and returned to the Secretary

of the Treasury.

In this manner the Federal Government would be relieved

of all care, except to ascertain, in the fii^t instance, the num

ber of messuages alloted. In the place of one distant go

vernment, there would be fifteen governments familiar with

persons, things, and all other particulars, directly interested

in the success of the scheme, and able to take efficient mea

sures suited with local circumstances. They would be able

to exercise constant superintendence over the whole measure.

They would be in constant confidential communication with

all parties. They would avoid the mistake into which sys

tem-mongers at Washington would be sure to fall, of pur

suing the same plan in Maryland and in Louisiana, in Ken

tucky and in Texas. In this way the chances of the success

of the scheme would be sensibly increased.

Thus the landed proprietor would receive his $2,000 in

cash; the negro would be in possession of a valuable fee

simple estate upon payment of a mere rent of $172 80; and

the Federal Government would settle forever the ISTegro

Question without spending another cent. * At least I am

* The late Count de Gasparin (who had taken part in public life) discussed in

one of his works the best method of raising laborers from serfdom to freedom.

The method I have suggested to public attention did not present itself to his

mind; but the very objections which he urges to all the methods he coald dis

cover, as well as the advantages he saw in them, will go to demonstrate the ex

cellence of the plan above mentioned. I beg permission to quote his remarks:

"When serfs are freed (it will be noticed he is discussing serfdom and not

the slavery of one race by a superior race; if this remark be borne in mind,

his observations will appear still more forcible when applied to the circum

stances which environ us), they become masters of their person and of their

time ; but legal servitude scarcely ceases before they feel the full weight of the

servitude necessity imposes on them. Placed upon a soil of which no portion

belongs to them, deprived of the support which their lord was accustomed to

provide, if no new methods of existence be opened to them, they will curse the

day on which a pretended blessing was inflicted on them. Should the landlord

undertake to farm his estate by taking his old serfs as hirelings? If be does,

he is placed in an unfavorable position compared with landlords who farm their

4
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persuaded, by the experience of the world, that it would lose

nothing. I am convinced with Arthur Young : " The magic

of property turns sand to gold. Give a man the secure pos

session of a bleak rock and he will turn it into a garden.

Give him a nine years' lease, and he will convert a garden

into a desert."

Besides, the negro children will annually be attaining

manhood. In the new villages, as in our older cities, the

sons of thrifty parents will oust the indolent, and fulfil the

estate in other portions of Europe long since rid of serfdom. Because he can

not choose the best workmen, he is obliged to employ all his old serfs, under

pain of seeing his estate and neighborhood and himself lose a population which

may become useful to him. He must hire all their time, because they will not

elsewhere find any other sort of work. Now what difference is there to either

party between such a condition and slavery : the lord obliged to feed and hire

his old serfs, the serfs unable to get work, except from their old lord, and look

ing to him for their support? The name of the relations alone is changed;

because the immense extent of the country, the obstacles to men's change of

residence when they possess no capital, perhaps laws restraining their liberty

of going and coming, the common interest of lord and serf to discourage emi

gration and to refuse foreign peasants, destroy every incentive to activity and

energy, and every germ of happiness and progress. Such a system of farming

can offer no advantages, unless there exists a free competition between land

owners and laborers. It can never be useful to either party except upon this

condition. But after the abolition of serfdom, society must pass through other

stages of progress before it can enjoy this free competition between demand

and supply. If a better order of society is sought, the policy pursued should

be to create personal property among the old serfs, to await from those vicissi

tudes of life brought by procession of time a real division of land, and in the

mean time to create an artificial division of the landed property. Should the

system by which the tenant gives so many days' labor to the lord's land be

adopted? In other words, should lords exchange the obligation of supporting

the serfs for a new contract by which they agree to give serfs a certain portion

of ground to cultivate on their own account upon condition of exonerating the

lords from their support, and further upon condition of giving the lords labor

for a certain number of days in payment of this land? This is a real progress

compared to the method last discussed. The interests of the lord and those of

the serf are separated ; each of them becomes individualized ; the serf knows

that the labor he bestows on the land granted him is a pledge of his ease and

comfort; he labors harder to make it more fruitful. The land brings forth

more abundantly when tilled by freemen's hands, and, if the conditions of the
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contract sloth failed to perform. White emigrants, also,

will be pouring in, and will be too glad to secure a farm on

these terms. Again—every yearthat passes away will make

the farm more valuable to the negro : he will put his money

and his labor into it, all which he may lose if he fails to keep

his engagements. Lastly, those laws which are provided in

all of the States for the punishment of vagrants and vaga

bonds will spur the laziest negro to thrift.

lease are fair, the serf's 'estate will daily be more embellished. Will this be the

case with the land remaining in the lord's hands? The hands which were free

three days of the week become slaves' hands' the other three days. The serf

learns to distinguish between the labor he bestows on himself and the labor he

bestows on his lord, and this distinction will be fatal to the lord's interests.

The lord has thrown off the burden of supporting his serf, and this certainly is a

great point gained ; but the estate still in his possession is far from yielding him

what it would bring under a different system. If the lord is wise, he will

soon abandon this system of rent paid by labor ; or, which is still better, he

will never have any thing to do with it. This feudal system does not differ

from the plan of leases for several lives or for a great many years except in

this particular : In the former, the grant of lands made in consideration of a

certain portion of the fruits or of rent in money is forever and is a definitive

alienation of the real estate. This method presents many advantages to the

freed serf. He becomes in reality the owner of the land he cultivates. The

lord, however, loses all hope of increasing his revenue in the future; and now-

a-days, when landed proprietors observe the facility with which, after a long

period of time has elapsed since the original growth, the tenant comes to look

on the estate as belonging to him in fee simple, and the rent, which is the con

dition of its enjoyment, as wrung from him by duress, it is doubtful if many

lords would agree to adopt this method again, although it is the surest and

quickest method of rapidly ending serfdom and of obtaining for the landlord a

revenue equal or superior to that which he enjoyed before the abolition of serf

dom. Leases for several lives or for a great many years have not all the ad

vantages of the tenure just described either by way of securing the good culti

vation of the land or securing the tenant's enjoyment of the improvements he

may have made. The tenant knows perfectly well that he is not the tenant in

fee simple, and when the end of the lease draws near he is prone to neglect or

to injure the land. Nevertheless, this method is a practicable and advanta

geous mode of abolishing serfdom. Lastly comes the system of farming in

partnership. If we compare it to the system by which the tenant gives so

many days' labor to the lord, it is easy to see that farming in partnership is far

more profitable to the lord. In this partnership farming, the tenant-farmer
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It should not be forgotten that all these negro landed pro

prietors have a family. They will make their children work*.

cannot possibly distinguish in his labor which will enure to his and which will'

enure to his landlord's profit. This impossibility obliges him to exert the same

industry in every thing relating to the farm ; and if the quantity of land he

cultivates is in proportion to, his strength, he draws from it every thing that

may in reason be hoped. This system is also more favorable to the farmer than

the system by which the tenant gives so many days' labor to the lord.- The

farmer works at the most favorable period sure that he will not be obliged to

interrupt his occupations in order to labor for another. He is protected from

feeling aversion for that labor in stranger's service in which he can feel no real

affection. The time given usefully to his own farm is in no wise diminished,

and by relieving him from the ungrateful task of laboring for a stranger he is

protected from the danger of bringing into his own service those careless and

lazy habits he may have contracted in that distasteful task. I therefore think

the advantage is altogether with the system of partnership farming, compared

to such task-work. As for the system of long leases, I must confess it is much

more to the interest of the tenant than either plan. Becoming, so to say, a

landed proprietor at once, and paying a rent whose ratio to his productions de

creases with the progress of his agricultural labor and skill, the tenant's posi

tion is a great deal happier. The landlord, however, does not equally find his

advantage in it."—Gasparin's Partnership Farming, Chap. XII.

Need I pause to point out how the scheme I recommend in the text has all

the advantages and none of the disadvantages of the methods examined by

this author? The negro becomes a tenant in fee simple at once upon condition

of paying off the debt charged upon his estate. He has nothing whatever to

do with his old master. His revenue is dependent solely upon himself.

*If any person be disposed to question the ability of negroes to earn $172 80

in the course of a year, and at the same time to live in comfort, let him look at

the condition of affairs established in Louisiana. There these rates of wages

have been adopted :

Male hands... $10 a month, first class.

" " $ 8 " " second class.

" $ 6 " " third class.

Female hands $ 8 " " first class.

" " $ 6 " " second class.

" " $ 5 " " third class.

Boys under 14 $ 3 " month.

Girls under 14 $ 2" "

There are deductions made in cases of sickness, and one dollar poll tax is

levied on every negro between the ages of 18 and 50. Take a family of five

negroes, husband, wife, one son and two daughters. The husband and wife
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The latter ought to pay all the rent. I reckon, too, upon

the happiest results flowing from the moral influence of the

old master and his family. He will teach these improved

methods of cultivation. lie will warn those of the conse

quences of their idleness. He will assist the unfortunate,

and enable them to extricate themselves from temporary

embarrassment. He will protect his old dependents against

all the world. He will "stand master" for them. He will

employ in his remaining fields the supernumeraries of their

families, and so aid them in reaching independence of for

tune. He will be the Roman patron. They will be the

African client.

In this manner the old master will not only be protected

against loss, and the negro put into a position where he may

acquire wealth, but the white population will be enabled to

supply the other establishments of credit with the capital

they require. They will be able to grant new farms to white

or black purchasers without the intervention of the Federal

Government. They will be in position to introduce steam

machinery to supply labor whenever it may prove inade

quate. They will be able to build the necessary shops and

stitheys required by the new village, and to erect the cotton

gin and press, or other necessary works. They will be in

position to enter into contract of henrico* with the negro,

remain at home to attend to the farm. The son earns only $6 a month, and

the two daughters earn only $5 each; this places 'the family in possession of

$192 a year, and no account whatever is taken of the produce of the farm. It

is true, the daughters will, in course ol time, leave the paternal house ; but the

son will marry and bring his wife to supply their places, and as he increases in

skill and strength his wages will increase.

* Contract of henrico, or, as it is commonly called for sake of brevity, henrico

is an agreement by which capitalists place in farmers' hands cows, sheep, hogs

mares, goats, bees, and the like animal stock, upon condition that one-half of

all their increase be given to the capitalist, and that at the expiration of a given

period of time stock equal in kind, quality and number to that which was ori

ginally furnished, or their equivalent in money to be agreed upon at the signa

ture of the contract of henrico, shall be returned to the capitalist. Whatever
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or buy his crops to their common advantage. They will be

able to lay out the new village with taste, separating the

opposite rows of detached cabins by a square 50 or 100

yards wide, filled with trees, and bordered on both sides by

a road. The trees will give health and shade and privacy,

and adorn the village more than sculpture or architecture

could hope to do.

After this provision has been made for the negroes, there

will still remain valuable estates of improved land in pos

session of the white population. They will retain consider

able tracts of forests, which will prove at once a source of

revenue to them. The negroes will buy from them wood

and fuel for carpentry.

I take The Commonwealth for instance. We had in

1860, as appears by the last census, (I quote from tables

given in National Almanac), 11,435,954 acres of improved

lands in farms. There were 490,865 slaves of both sexes.

I reckon five persons to each family. Every body familiar

with negroes knows that this figure is considerably below

the average number which composes a negro's family. I

make no allowance for domestic servants or artisans em

ployed in towns ; neither do I consider the losses which our

negro population have sustained by deaths and by remov

als. Taking the above-mentioned figures for true, we

should have 98,173 families, each of which is to be provided

with twenty acres of land. These families would require

1,963,460 acres. We should still have left in white hands

9,472,494 acres of improved lands in farms, 19,578,946

acres of unimproved lands in farms, and 8,250,380 acres of

unimproved lands not in farms. These last figures, I ought

to add, I do not give with implicit confidence. The phrase

used in the National Almanac, u unimproved lands in farms,"

leads me to infer that the unimproved lands not in farms are

loss may occur by death or otherwise is borne solely by the farmer. When

farmers have no capital this contract is found advantageous.
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excluded from the return, especially as Lloyd in his Map of

the Southern States gives 39,265,280 acres as the superficies

of The Commonwealth. His Historical and Descriptive

Sketch, however, abounds with inaccuracies.

The following table exhibits the quantity of land left in

the hands of the white population of .the other States. I

repeat, these figures fail to represent the real quantity, be

cause I have purposely omitted all allowance for deaths,

removals, domestic servants, factory people and artisans.

I have reckoned each negro family as composed of only five

persons, which I believe is 50 per cent, below the average

number. I have, too, discarded the fractions of families,

and given the next higher figure. Thus, in Maryland there

are 17,457f families of five persons each. I set them down

for 17,458 families. The above-mentioned reserves show

why I have admitted the figures for the District of Colum

bia and for Louisiana, although they are manifestly absurd.

The great majority of negroes in both places is composed

of domestics and artisans, who have good homes and are

earning good wages. They do not require a messuage.
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One thing is essential to the success of this plan: The

management of the whole question must be left to the local

authorities ; or, if undertaken by the government, it should

only be with caution and forbearance. There must be no

fanatical intermeddling. Instances of individual hardship,

which, unfortunately, occur under the best governments,

must not be exaggerated into examples of general rule ;

neither must they be accepted as good ground of reason for

Federal interference. Statesmen ought to remember that

in our imperfect human institutions we have sometimes

only a choice between evils. Painful as it may be to the

heart, it is occasionally true wisdom and mercy to shut the

ear to the solitary scream of distress when we see that to

relieve it we must plunge unnumbered innocent people into

even deeper woe. As the Indians in the Northern States

and the Chinese in California, so the negroes in the South

ern States must be left to the management of the people

most immediately concerned. All that the Federal govern

ment should ask is their freedom and their trial by jury

upon every accusation. The local governments should con

stitute all the negroes as infant wards of chancery. They

should be made incapable of contracting any debt, except

for the necessaries of life, unless with the consent of court,

to be obtained in each instance. They should be incapable

of selling or renting their land without decree of court.

In fine, they should be made, as I have said, infant wards

of chancery. The State attorneys in the counties should be

made ex officio of "counsel, without fee to them, in order to

protect them effectually against fraud and oppression. The

State attorneys should give them legal advice when neces

sary, and should prosecute or defend their actions. ~No

process of law should be taken for served on a negro until

service should likewise be made on the State attorney for

the county. Whenever a negro is the object of a criminal

prosecution, the State attorney for the county should ap

point some lawyer of standing at the bar to conduct the

5
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defence, and. this defence should he gratuitous. I know

too well the generosity of my brethren of the Southern bar

to question the alacrity and zeal with which this defence

will be conducted. "Weakness or poverty never stretched

out hands to them in vain. I suggest that the appointment

should be left in the hands of the State attorneys rather

than in the judges'; (as precedent would require,) in order

to give the defence more time for preparation. If the ne

gro fails to pay his taxes or the periodical instalments of

his debt to the Real Estate Loans Company, or to other

creditors admitted by the court of chancery, he and all the

members of his family, or so many of them as need be,

may, in the discretion of the court, be hired out to the

highest bidder until such liabilities shall be discharged.

No such decree, however, shall be made until the negro

shall have been, heard by counsel, which counsel shall be

appointed in the same manner as in criminal prosecutions,

whenever taxes or the periodical instalments due the Real

Estate Loans Company are sought to be recovered; other

wise the State attorney shall be of counsel to the negro.

Need I say that under all these circumstances it would

be extremely unadvisable to invest the negro with the right

of suffrage? "We must choose between securing the negro

social independence and giving him a shadowy political

right. I call his right of voting shadowy, because what

are the negro votes in the South compared with those of

the white population ?

I am far from advancing these as final measures. I am

too sensible of the perpetual fluctuations of all earthly things

to raise barriers, or to form channels, and look upon them

as things eternal. I believe, however, that at the present

time to ask more, or to give less than I here suggest, would

be to breed mischief. I am only contending for the policy

of leaving the election of the measures to be adopted to the

local authorities. The negro has no better, no kinder friends

than his old white neighbors. Long before he could ap
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proach the polls in the North he voted in Worth Carolina.

Mr. T. "W". Conway, the superintendent of labor in Loui

siana, has recorded in his last annual report that the negro

fares every way better at the hands of a Southern than at

the hands of a Northern master.

Isfo unprejudiced man can conceal from himself that the

negro may not for years—probably never may—be treated

in everyrespect as the equal of the white man. The Chinese

cannot rise to the level of the white man in Australia or in

California. It was only yesterday it was a capital offence in

New York city to possess a black skin. Old prejudices and

old relations cannot be effaced in a single day. It may be

well for all of us to bear in mind Demosthenes' wise remark:

"There are things which may be the objects of prayer—

never of law."

Do not wrest the power of Congress to jurisdiction over

the qualifications of voters in the several States. Our in

comparable Fathers, after solemn debate, determined that

this subject should be left to the States themselves. They

so provided in the Constitution.

If in these lawless times this consideration prove no valid

objection, it would perhaps be well for those who urge the

extension of the right of suffrage to the negro to remember

the ink is not yet dry on the statutes, which in Connecticut,

Ohio, Illinois and Indiana, invested this right in the negro.

Is it statesmanship to force an unpalatable measure upon a

people of eight millions, when it was only yesterday, and

amid the unreasoning excitement of party passions, the

North itself could bring its consent to such measures? Be

patient. No man who knows the history of political parties

can doubt that a little sooner or a little later agitation will

be raised in the States themselves to extend the suffrage to,

the negro. Such is the recklessness of party spirit every

where, that it will make any bid to command even tempo

rary success.

The cry may be raised—it has beeii raised—that the Vir



36 ESTABLISHMENTS OE CREDIT.

ginia doctrine of States' Rights, established by Jefferson

and by Madison, are a danger to the Union. Had our in

comparable Fathers laid the foundations of States' Rights

less deep or less firmly, the war just ended would have had

a very different issue. The Federal States could never have

assembled such hosts, nor have found creditors for such

amount of debt had not the Federal Government been sup

ported by twenty other governments possessing immense

local power, local treasuries in which the vicinage placed

implicit confidence, animated by lofty local pride, which

embraced every particular of the public service, and stimu

lated each State to ardent rivalry of patriotic energy with

every other in support of the common cause.

The strength of the States will, under every conceivable

circumstance, give strength to the Central Government.

At the same time the strength of the States will make armed

opposition to the Central Government weak. It divides the

opposing foe. It creates in their midst more than one nu

cleus of dissatisfaction. It paralyzes that unity of action

and policy which is indispensable to successful armed resist

ance. It constrains the Executive to measures and conces

sions, which gratify local whims, or interests, or jealousies,

and militate against the public policy. These truths were

self-evident in the South from the beginning of the war.

Herein lay our fatal weakness.

The lessons taught by the war are not that States' Rights

are pernicious—far otherwise!—but that the Union can

never be dissolved except by the majority or by a more for

midable minority than the Southern States constituted;

and that the majority of the people of the United States

hold the Union as something even dearer than those prin

ciples of self-government on which our immortal Fathers

built their political fabric.

Let it be remembered, too, that it is scarcely possible any

question may arise which can so unite as many as thirteen

States. No question may hereafter arise which shall threaten
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the domestic tranquility, lives and fortunes as the Slavery

Question.

While these Real Estate Loans Companies are useful to

the borrower, he obtains loans without the intervention of

a third party. He avoids the unexpected or harsh fore

closure of the mortgage. He obtains the advantage of

liquidating his debt by payment of small sums of money.

. He is taught the importance of order, and the value of even

the most insignificant sums of money. Lastly, the value of

his real estate is increased, because all real estate is rendered

more marketable.

I say while these Real Estate Loans Companies are use

ful to the borrower, they are too singularly advantageous to

the lender. They shield him from the odium (not always

unattended with peril) which so stupidly attaches to the mo

ney-lender, especially when he forecloses mortgages in an

apparently harsh manner. They afford him a safe invest

ment. They guarantee him payment of interests as regu

larly as those paid by a well-ordered public treasury. They

relieve him of a constant supervision of the property pledged.

They avert from him the annoyances of complicated legal

arrangements. They save him all fees and commissions.

The experience of other countries during a century, filled

with vicissitudes, avouches that they will most assuredly do

all of these things.

I come now to an establishment of credit, which I would

have presented, in the first place, had I not laid stress upon

opening the chapter with an establishment, whose merits

were confirmed by time and by experience in more than one

nation.

The institution next to be considered has, I believe, its

parallel no where. Nevertheless, I am persuaded it may not

be looked upon with those cold eyes which commonly greet

experiments and new inventions. It is built on no novel

theory. It rests upon the same foundation on which Eeal

Estate Loans Companies are raised. It is reared on as firm
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ground as that on which they stand. It is but an extension

of their principle.

It is its application to Public Debts.

The reader is now familiar with the principles of these

establishments of credit : namely, they lend money on ap

proved security, and hold the borrower quit of the repay

ment of the capital upon payment of interest. We have

seen that the application of this principle saves the debtor

at least six per cent. If applied to the Public Debt, it will

be found to save the Treasury a still larger amount of mo

ney. It relieves the Treasury of the staff of clerks required

to prepare eve^y two years hundreds of thousands of bonds,

of the cost of the paper and of the engraving and printing

of these bonds, of the commissions paid to agents for their

sales, of advertisements in the newspapers, of the staff of

clerks required to manage the Sinking Fund, of brokers'

commissions on purchases made for the Sinking Fund, etc.

The Treasury will be able to reckon on the immediate sup

ply of its wants, instead of waiting six or eight or more

months, as is now necessary, until the bonds have been taken

up by individuals.

No man who observes the tendency of trade can close his

eyes to the fact that capitalists daily require a larger return

on their investments. They have lying all around them a

choice of enterprises which yield seven, eight and ten per

cent, annually, and lack no guarantee of safety. They con

sequently disdain public securities, which yield only six per

cent. Did not the Federal government during the war pay

as much as twelve and fifteen and even more per cent, in

terest on the money it procured? This phenomenon is not

visible in this country alone. It is seen even in England,

where there is a greater accumulation of capital than in

any other country of the world. A competent authority

recently said :

'■" One distinctive feature noticeable in the late altered ap

pearance of the money market is the gradual, and it would
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seem permanent, fall in the value of consols. The droop

ing condition of prices is consequently forcing the fact upon

attention, whether the rate of three per cent, in the face of

other more profitable investments will keep consols and

similar English securities in the position they have hitherto

maintained. A return of five or six per cent, is now so

commonly looked for, and the recent dividends of the banks

and other financial companies have been so satisfactory,

that the low rates for government securities are any thing

but encouraging."—Bankers' Magazine (London) September,

1864.

Italy is obliged to pay above ten per c&it.; Turkey,

Egypt, Austria and nearly all the countries of South

America pay more than twelve; and Mexico and Spain

pay fifteen per cent, for the money they borrow.

Public Loans Companies will correct this tendency of

trade. While they will enable the Treasury to borrow at

less than six per cent, and thereby save millions of dollars

annually, they will enable capitalists to reap twelve, fifteen

and twenty per cent, on their investments.* Public credit

will annually be improved. The sum of money at the

command of the Treasury will annually increase in amount.

These establishments of credit will have the happiest in

fluence at the present moment. They will relieve the mar

ket of paper without lessening the supply of money at the

command of trade. The banks, instantly relieved from the

burden of the bonds which they carried during the war,

will afford to trade the assistance of their whole capital.

Commerce and industry will at once resume their old ac

tivity and scatter their manifold blessings on every side of

us. Public Loans Companies would free us from the enor

mous amount of money we export to satisfy the interest

due on bonds held by foreign capitalists, and which sensi

* The manner in which this revenue is obtained will appear when I come to

treat of the organization of these Companies.
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bly increases the balance of trade against us and concur

rently the rates of foreign exchange; because this apparent

export is really nothing but a payment for imported capital.

The Public Loans Companies would take our public

loans at these rates:

6 per cent, will be charged to pay interest on the capital lent;

1 per cent, will be charged to defray the Company's expenses ;

1 per cent, will be charged to form the sinking fund ;

Total, 8 per cent, per annum.

The Public Loans Companies will, in consideration of

the payment of this sum annually for forty-seven years, re^.

lease their creditors from payment of the capital loaned.

If longer time for payment be asked, the charge will be

less; if shorter time be required, the charge will be greater.

Apply this to the 7.30 loan. I am persuaded that I do

not exaggerate when I say it costs the Treasury a considera

ble sum of money above 8 per cent. It was sold below par

because it was sold for paper money when gold was many

per cent, higher than paper; a considerable commission

was paid the agents who sold it; a good deal of money was

spent in advertisements, clerk hire, paper, engraving and

printing. If we had Public Loans Companies, we should

pay not only less than the charges now annually paid on this

loan, but by payment of this smaller sum be exonerated altoge

ther from payment of the capital. As it is, we not only pay

heavier annual charges than Public Loans Companies

would make, but we must pay the whole capital besides.

The Public Loans Companies offer another advantage.

Suppose we had a debt of $3,000,000,000 at six per cent,

interest. It will cost the treasury, if it be paid off at the

end say of forty-seven years, $180,000,000 annually, which,

multiplied by forty-seven, gives $8,460,000,000 as the

amount of interest money which we shall pay during this

period of time : and at the expiration of this time we must

further pay the capital borrowed, say $3,000,000,000, mak
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ing in all $11,460,000,000. If we had Public Loans Com

panies we should pay $240,000,000 of interest annually, say

$11,280,000,000, and not a cent more. This would be a

clear gain of $180,000,000 to the nation—nearly $4,000,000

annually—that is, an economy of six per cent, on the whole

loan. Add to this clerk hire, and the expenses of paper,

engraving and printing the many thousands of bonds re

quired under the present system, and the commissions to

agents during forty-seven years—all of which charges Pub

lic Loans Companies will save the Treasury—and you have

a still larger per centum economized.

Besides, the Treasury has the further advantage of an

nually consolidating its credit. Under the present system

the interests annually paid leave the debt just where it was.

Under the proposed system the national credit would be

strengthened not only by the development of the country's

resources, but by the progressive diminution of the debt.

The nation at large wouid likewise derive sensible profit

from this continual monthly return of the capital and in

terest. The money-market would constantly be buoyed up

by the ebbless flood-tide, and whenever the exigencies of

State rendered a new appeal to public credit desirable, the

demand would instantiy be answered. Thus establishments

of credit would, in periods of peace, be founded and an

nually strengthened, which, during war, would enable the

public Treasury to meet all the requirements of a state of

hostilities without disturbing the currency or the banking

operations of the country. They would substitute for the

stupid scheme of national banks, broad, sound, powerful

establishments, which no commercial crisis could paralyze,

no vicissitudes of trade impair.

Everybody knows how embarrassed States and counties,

small towns, railway and other joint-stock companies fre

quently are when they would procure money. They are,

for the most part, known only in their immediate neighbor

hood, which is neither large nor wealthy. We all have an
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instinctive aversion from lending our money to distant credi

tors; we are not familiar with the value of the security they

offer. Public interests frequently suffer from this state of

things. We have no great bankers, and we lack those

wealthy establishments of credit which exist in older coun

tries where generation after generation have accumulated

capital. This want of capital is the plague of a new country.

All of these embarrassments will be removed by the

establishment of Public Loans Companies. They will lend

money to all of these applicants. Their innumerable spe

cies of securities will disappear from the market—unity is

an element of strength on the Stock Exchange. Stock or

bonds of the Public Loans Companies will represent all of

them. Each public security will thus, by the principle on

which insurance companies are founded, give strength to

the other, and public confidence in the Public Loans Com

panies will be increased by the variety of their debtors, and

by their constantly augmenting guarantee funds.

In this way we shall enjoy the double blessing of impor

tant savings to the public, and of sensible increase of wealth

in all classes of the community. If this be not the true

policy of governments, I must confess I scarcely know

wherein public policy lies. As citizens become more

wealthy, so the State grows stronger; contentment becomes

more general, crimes diminish, public tranquility and secu

rity increase, and the area and yield of taxation augment

daily in importance.

I believe that if I except real estate, no great interest of

nations may be found which has commanded as little favor

with capitalists as the Maritime interest.

This is inexplicable. Shipping is with Agriculture the

most important interest in a community. The modern sys

tem of insurance has disarmed all the elements. Bottomry

and respondentia bonds have, from the earliest days of com

mercial maritime adventure, been of custom, and have

passed in the world of trade for most trust-worthy securities.
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"When one recollects the strenuous efforts made to en

courage this branch of trade, the profits made, and the im

mense capital required to engage in foreign voyages, it does

seem most extraordinary that bottomry and respondentia

bonds should not have furnished capitalists or statesmen

with a hint of the true way of fostering this important pub

lic interest.

Marine Loans Companies should be established on the

principles of the Real Estate Loans Companies. These

companies should lend money on vessels. As vessels are by

their nature perishable, and deteriorate annually in value,

money may not be lent upon them for so long a period of

time, or so cheaply as upon real estate and public or joint-

stock securities. No loan on maritime bottoms should ex

ceed fifteen years and six months, and the rate of interest

charged should probably not be less than twelve per cent,

per annum, say

6 per cent, for interest on capital or money borrowed by the Company

to lend to the ship-owner;

1 per cent, for the Company's expenses;

5 per cent, for the Sinking Fund;

Total, 12 per cent.

Upon payment of this annual rate of interest for fifteen

years and six months, the borrower would* be exonerated

from, payment of the capital borrowed.

As only one-half of the value of the land mortgaged

would be advanced by the Real Estate Loans Companies, so

only one-half of the value of vessels would be advanced by

the Marine Loans Companies. As the mortgagor of real

estate would be required to transfer policies of fire insurance,

covering all the property pledged, so the mortgagor of ves

sels must transfer his policies of marine insurance to the

Marine Loans Company. If the vessel be engaged in

trade, other than coasting trade, the mortgagor shall obtain

from insurance offices guarantee of payment of bottomry or
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respondentia bonds. It is the interest of insurance offices

to undertake payment of these obligations for a proper

premium.

It will at a glance be seen that no security offered could

be more satisfactory than that which is above-mentioned.

Here, as in Ileal Estate Loans Companies, and indeed in all

the establishments of credit mentioned in this chapter, the

borrower gives for guarantees not only the property pledged,

but all his property and his good name. In both instances

the value of only one-half of the property pledged is bor

rowed. If vessels are exposed to the perils of the sea,

marine insurance companies protect the lender from loss on

this score. If they annually deteriorate in value, the amount

due on them annually decreases; and it is fair to presume

that the owner who pledged them annually betters his for

tune, so that this risk is next to nothing. Let me illustrate

this last assertion by an example : Richard Roe owns a ship

which costs him $60,000. He borrows $30,000 on it. He

becomes a bankrupt at the end of five years, and does not

distribute among his creditors one cent on the dollar. Du

ring these five years the Marine Loans Company has been

receiving annually five per cent, on the whole loan, and at

the expiration of this time has received above twenty-five

per cent, of the whole loan, (because this money has been

invested in new loans as fast as it has been received).

Therefore if the ship which cost $60,000 sells for $22,000,

the Company will lose nothing. At the present time such

a depreciation of vessels as I have admitted, for argument's

sake, is unprecedented. It will be impossible when Marine

Loans Companies are established. As similar companies

enhance the value of real estate by making it more market

able, so these companies will enhance the value of vessels

by opening a larger market for them, by enabling smaller

capitalists to become ship-owners, and by enabling larger

capitalists to extend their transactions without fear of a sud

den contraction of the money-market. So the very estab
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lisliment of these companies will remove the only objection

to their foundation.

Twelve per cent, per annum may seem an exorbitant rate

of interest. But I believe it is not an unusual rate in the

money-market when the security offered consists of this

description of property. Besides, the twelve per cent, in

terest charged by the Marine Loans is really less than a

borrower pays when he borrows money under ordinary con

ditions at six per cent.

Suppose John Doe borrows $30,000 for fifteen years and

six months at twelve per cent. He pays $55,800. Let him

borrow $30,000 at six per cent. He pays $27,900 interest,

and returns the capital borrowed, say $30,000, which makes

in all $57,900 he pays to the lender. It thus appears that

the system of the Marine Loans Company enables the bor

rower to save on this one transaction $2,100, which is no

less than seven per cent, of the capital borrowed. John

Doe finds another advantage in borrowing from the Marine

Loans Company. If he borrows money from a banker at

six per cent., he will pay $900 every six months, or $1,800.

On the other hand, on the money borrowed from the Marine

Loans Company, he pays $300 a month. Everybody knows

that it. is much easier to pay a smaller sum monthly, than to

procure a large amount of money once or twice a year.

I would exhihit some other advantages of this establish

ment of credit. Suppose Eichard Roe has $100,000. He

is a ship-owner in good credit. He builds an Eastindiaman,

which costs him $100,000. He pays cash for it. He mort

gages it to the Marine Loans Company for $50,000. He

returns to the ship-builder, and orders a second Eastindia

man, to cost $100,000. He makes these terms: $50,000

are to be paid in cash, and $50,000 thirty days after the

delivery of the vessel. He mortgages this second vessel for

$50,000 to the Marine Loans Company, and pays his debt

to the builder. He pays the Marine Loans Company.$12,000

annually in monthly instalments of $1,000 each, while he
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receives interest on $200,000 at the rate of twelve or fifteen

or more per cent. He lias, besides, at the expiration of

fifteen years and six months, two ships worth even then some

twelve or fifteen thousand dollars apiece. He would also

have saved the per centum which ship-owners annually lay

aside to compensate the deterioration of their property.

Again—a steam-ship company is formed to establish a

line of these vessels, say between New York and Liverpool.

The capital is $5,000,000, of which $1,000,000 is paid up,

and the remaining $4,000,000 is not called, but remains

with the proprietors of shares in the manner hereinafter

mentioned. These $4,000,000 are borrowed from the Pub

lic Loans Company, which will lend to joint-stock com

panies the full amount of their subscribed capital. The

steam-ship company has ten vessels worth $500,000 each.

It wishes five more. These it obtains by mortgaging their

fleet of ten vessels to the Marine Loans Company. All this

is done with a paid-up capital of only $1,000,000, conse

quently every cent earned by the steam-ships, after the in

terest to the Public Loans Company and to the Marine

Loans Company shall have been paid, will go to the pro

prietors of shares. It is probable they will earn some six

teen or twenty per cent, a year.

What immense advantages, too, are given to men ofenergy

and enterprise by such a company ! It enables them to

obtain capital, which they could not possibly procure with

our present organization of credit. It will give a powerful

stimulus to our whole maritime, lake aud fluvial navigation.

It may be objected that when a great steam-ship company

miscarries, so many bonds (the guarantee of the uncalled

capital) will be thrown upon market as to produce a heavy

fall in prices. Thereby the bonds will be sacrificed, and the

proprietors of share will be ruined.

To weigh this objection, let us ascertain the course of

events, should this deplorable contingency occur. What

proceedings would the companies of credit take? The fleet
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of fifteen vessels would be sold. They fetch, say, $250,000

each. This will be $3,750,000 to be carried to assets. Be

it remembered, that every month since the loans were con

tracted, they have constantly been diminished. Therefore,

when I put clown the debt due the Marine Loans Company

at $2,500,000, 1 greatly exaggerate the actual debt. It will

have tables, which have been prepared, to meet an event of

this kind, or the desire of a ship-owner to cancel all liabili

ties by anticipation. It will refer to these tables to discover

the amount actually due. It will pay itself out of the pro

ceeds of the sale of the fleet-

To avoid perplexing matters, say its debt wTas $2,500,000,

there would remain $1,200,000, after the sale of the steam

ships, to pay oft" the $4,000,000 due the Public Loans Com

pany. Remember,- that the Sinking Fund has every month

been lessening this debt also.

The Public Loans Company will require $2,800,000 more

to satisfy its claim in full. If the proprietors of shares

have managed the company judiciously, there will be a Re

serve Fund (which ought to be established in every joint

stock company to provide for contingencies) sufficient to dis

charge this balance of debt. If there is no such fund, and

if the proprietors of shares are unable to subscribe this

amount of money among themselves to save their bonds,

two courses remain to the Public Loans Company.

These bonds may be sold. As these bonds are issued by

at least four different companies,* there will be only $700,000

worth of bonds of each company. Surely such an amount of

money could not glut the market. If there was danger of

this glut, another course would be pursued. The Public

Loans Company would make the trustee of the bankruptcy

mortgage these bonds to the Public Securities Company,

*See a little further on, when I treat of the organization of these establish

ments of credit. I shall in another chapter propose the extension of this

organization to all joint stock companies.
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(for they would be mortgaged to the former Company*),

and pay the debt due it. The trustee would leave the bonds

in mortgage, (the loss would be only one-half of one per

cent, per annum, as the interest on the bonds would com

pensate the interest paid the Public Securities Company),

and wait until the state of the market warranted their sale-

I put things at the worst, that the reader may see the work

ing of these admirable establishments of credit, even under

the most unfavorable circumstances.

Before I turn to another subject, I would call attention to

the inadequate protection afforded by existing legislation to

mortgagees of vessels. The provision of the statute which

requires the mortgage to be recorded in the customs-house

of the port to which the vessel belongs is insufficient. The

mortgage should be endorsed on the vessel's papers, and the

mortgages of all vessels should be recorded in some office

at Washington. I shall revert to this subject.

I come now to establishments of credit founded on the

ordinary principles of such Companies. * They lend money

at a little more than six per cent, interest, and require the

return of the capital borrowed.

Foremost among them are Warrant Loans Companies.

They would lend money on the warrants of goods, wares

and merchandise stored in public warehouses. Our tobacco

notes offer a familiar example of warrants. The Common

wealth, however, issues notes, and owns warehouses, only

for tobacco. I would extend this system which we have

found to work so well. Wheat, flour, corn, meal, bacon,

wool, lard, oats, cotton, potatoes, barley, cheese, hops, flax,

sugar, manufactured goods of cotton, flax, wool and silk,

iron, copper, lead, in raw and manufactured states—in fine,

all the articles of commerce should be accepted in The

Commonwealth's warehouses, and their value be accurately
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appraised by sworn officers. "Warrants negotiable and

transferable in the offices of the warehouses (that is, in the

office of the warehouse which issued the warrant) should

thereupon be issued.

The "Warrants Loans Company wTould advance money on

these warrants when transferred to them and accompanied

with a policy of fire insurance. This advance should be

not more than sixty per cent, of the appraised value of the

warehoused article. This money should be lent for any

period of time not exceeding a twelvemonth. It would be

lent at the rate of six per cent, per annum, and one-half of

one per cent, commission.

To appreciate the importance of the advantages which

Warrants Loans Companies would afford industry and trade,

we have but to glance at our millers and tobacco manufac

turers. I would instance only these two examples. Our

millers and tobacco manufacturers are obliged by the course

of trade to lay in during a comparatively brief season that

supply of wheat, or corn, or tobacco, which is to keep their

machinery in activity all the year round. They are obliged

at times to strain to the utmost limit their credit at the

banks; to press their correspondents for advances (whereby

they in a measure place themselves in the latter's power),

and are not unfrequently compelled to force their merchan

dise upon an unfavorable market.

All is uncertainty to them. Bills payable for heavy

amounts of money may be falling due. The rumblings of

a distant, but fast approaching, financial crisis may be audi

ble. The money-market is uneasy. The courts of bank

directors are growing timid. This embarrasses our millers

and tobacco manufacturers, or drives them to suspension of

payments, or obliges them to restrict their purchases and

their manufactures. The prices of our agricultural pro

ductions fall—there are no buyers in the market.

If we had a Warrant Loans Company, nothing of the

sort could be apprehended. Our millers and tobacco man

7
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facturers would invariably pay cash, for the raw material.

The farmers would receive their money at once. Our mil

lers and tobacco merchants would leave or carry their

wheat, or corn, or tobacco to the warehouses, receive war

rants for it, and obtain money on these warrants. The

wheat, or corn, or tobacco would be withdrawn from the

warehouse as the service of the mill or factory might re

quire.

As soon as the r^w material has undergone the process

of manufacture, the owner would carry it back to the ware

house, get new warrants, and obtain another and greater

advance upon it—for it has become more valuable by the

addition of machinery and skilled labor. The miller or

tobacco manufacturer would never be pressed for money.

He could await the turn of the market. He would feel no

uncertainty.

Thus the private capital of the miller or tobacco mer

chant would be enabled to fill the part which it ought to

play—the part of balance. In no commercial country ought

individual capital be required to bear the whole operation

of trade. It ought in certain proportion to be carefully in

vested and held in reserve, in order to meet the balance of

loss, should the adventure or adventures of trade miscarry.

Credit should bear the burden of trade. And in this coun

try, so new and so poor, where we are without those accu

mulations of capital which generations of men have amassed

in Europe, it is even more necessary than elsewhere that

individual capital should be freed so as to play its true part

in the commercial world.

These "Warrants Loans Companies are eminently demo

cratic, as indeed are all the establishments of credit sug

gested in this chapter; because they afford every possible

assistance compatible with the canons of political economy

to the small capitalist, without driving him to the usurer or

to disreputable and hazardous commercial expedients.

I would not exercise the reader's patience by many other
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examples, and yet I would bring before him one more in

stance : Just see bow impossible it is, under the present or

ganization of credit, for a man of ordinary means to enter

the tobacco trade. It is well known that tobacco is coming

to market all the year round. True, in October, Novem

ber, December, January February and March, no consider

able portion of the crop comes to market. Nevertheless,

even during these months many thousands of dollars' worth

of tobacco do come to the warehouses.

Under existing circumstances the small capitalist cannot

enter the market, because the banks never discount paper

running longer than ninety days. If he enters the tobacco

market, he must resort to the hazardous expedient—haz

ardous because it depends entirely upon the good pleasure

of the bank directors—of accommodation paper. He re

news this paper every ninety days, if the digestion of the

bank directors continues good. He of course pays interest

upon it. He is under the additional obligation of paying

some wealthy capitalist to endorse for him, or of exchang

ing endorsements with some commercial friend in the same

position as himself. Thus the risks of trade are doubled,

for he stakes all he has on his friend's commercial adven

tures.

As the first shipments of tobacco to Europe are not made

before July or August, he must, under the most favorable

circumstances, renew his note at least twice. If he would

enter the market at the beginning of the season, he must

renew his note above three times. As accommodation

notes cannot be discounted from week to week, he is

obliged to lay in a supply of money. He thus pays (or at

least loses) twelve per cent, per annum interest on his mo

ney, because he not only pays the bank interest on the mo

ney borrowed, but his money lies idle in bank or in the

warehouse awaiting a favorable market. If he cannot re

new his notes, he is obliged to ship his tobacco to New
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York, to draw on his consignee for an advance, sell the

draft, and take up his note.

Establish a "Warrants Loans Company, and we entirely

change this state of things. The small capitalist will begin

to make his purchases on the first of October. Whenever

a hogshead of tobacco suited with his business appears in

market he will buy it. He will get the note, carry it to the

Warrants Loans Company, and obtain an advance upon it

for such time as he may desire. He will be at liberty at

any time to pay his note upon payment of the interest ac

crued. When he thinks the time for shipment come, he

will pay the money borrowed, receive his warrant, and ship

his tobacco. There will be no risk whatsoever. Trade itself

will be rendered less hazardous. The man of small capital

will be enabled to embark a considerable amount of money

in legitimate business. The man of large capital will be

enabled to increase his adventures without periodically ex

posing his interests to the caprices of trade or of a court

of bank directors. Trade will be improved, and the general

prosperity of The Commonwealth advanced.

This establishment will enable retail tradesmen to carry

on their business with less capital. Instead of going to the

wholesale dealer twice a year as they do now, they will buy

from him only when their stock of any particular article is

exhausted. The wholesale dealer will go to the bonded

warehouse, repay the money borrowed, and withdraw the

required article.

When I have mentioned Public Securities Loans Com

panies, I shall have ended the list of new establishments

of credit which I could desire to see founded among us.

They would lend money on The Commonwealth's, the

United States' and States' bonds; on Railways' Eeal Es

tate Loans Companies', Public Loans Companies', Maritime

Loans Companies', Warrants Loans Companies', and other

joint stock companies' bonds or shares, in the same man

ner the Warrants Loans Companies would lend money on
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warrants- issued by the public warehouses. The former

would, however, lend a larger per cent, of the value of

shares and other like securities pledged to them than the

latter ought to lend on perishable objects. Public Securi

ties Loans Companies might, perhaps, safely lend ninety

per cent, of the market value of the first description of se

curities I have above mentioned, and eighty per cent, of

the current market quotations of other bonds, and seventy

per cent, of the market value of the shares of joint stock

companies. These rates would of course be determined by

the Public Securities Loans Companies. They would vary

with the credit of the Company which issued the bonds.

There would of course be some joint-stock companies

whose bonds and shares would not be accepted as securities

on any terms. Prudence would lead the Public Securities

Loans Companies to lend the full market value on no secu

rities whatsoever.

The object of the Public Securities Loans Companies is

to furnish the trading community with facilities which

banks cannot grant without peril, and which at epochs of

crisis (when these facilities are most needed) no bank will

grant, because their struggle then is to curtail the issue of

their notes as much as may be. The concurrent condition

of a bank's solvency is its ability to call in its loans within

a limited period of time.

These establishments of credit are under no such condi

tion. They have no paper money afloat in the market.

Their bills payable (which are their bonds) are due at cer

tain epochs, for which they have ample time to make pre

paration. No such thing as a "run" on them is possible.

They are most active at periods of crisis, because the secu

rity of their transactions increases in proportion to the vio

lence of the crisis. Lending money on securities accord

ing to their current market value, the greater will be the

value of the pledge in proportion to the loan granted upon

it, because in times of commercial crisis almost all bonds
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and shares decline. At the same time these Public Securi

ties Loans Companies will check this downward tendency

by preventing forced sales.

They will greatly strengthen our trade in other ways.

They will enable our merchants and others to keep their

whole capital active. They will invest nearly their whole

capital, if, indeed, they do not invest all of it in Public Se

curities. Banks and Warrants Loans Companies will pro

vide them with the money required to carry on their busi

ness. They will trade altogether on borrowed capital, which

the profits of trade will pay for. When losses are sustained,

or a commercial crisis occurs, they will pledge a portion of

their Public Securities, and obtain the required sum of mo

ney. The certainty of profits, large profits—at least twelve

per cent, a year—by cautious trading, will beget caution.

The large profits they make will make them wealthier; that

is, stronger. I would illustrate this by an example :

John Doe has $100,000. It is invested in bonds of the

Virginian Agricultural Real Estate Loans Company. Du

ring December, January, February and March, he buys cot

ton to ship to Liverpool. The money he requires for these

adventures he borrows from the Alabamian Warrants Loans

Company and from the Virginian banks. In April, May,

June, July and August, he buys tobacco to ship to Liverpool.

The money he requires for these adventures he borrows

from the Virginian Warrants Loans Company and from our

banks. It will be observed he saves a great many days'

interest by borrowing the money only as he requires it. He

clears twelve per cent, profit on his adventures. He pro

bably does not pay the Warrants Loans Companies and the

banks five per cent, interest on the whole amount of money

adventured. He receives six per cent, on his money invested

in bonds. His capital will, therefore, yield him at least

thirteen per cent, revenue.

If John Doe, with our present organization of credit, were

to place $100,000, or even half his capital in Virginian six



ESTABLISHMENTS OF CREDIT. 55

per cent, stock, he would run risk of most serious embar

rassment. Suppose we are in a commercial crisis. The

money-market is tight. He has already discounted as much

paper as the banks will take, and they are locking the door

of their vault. His Virginian stock is as useless to him as

if it were locked up in real estate. There is nobody in

Richmond who can take $50,000 worth of any species of

property at five minutes' notice.

The banks would refuse to lend. on them, as they should

do. This is not the function of banks. The Bank of Eng

land never lends money on Consols, except at the quarterly

settlements, when the Transfer-Books are closed. The

Bank of France (which I believe is the only bank that does

lend money on shares) finds itself unable to lend above

$6,000,000 upon Government stock, and $10,000,000 upon

Railway bonds at any one time, and is greatly embarrassed

to lend even these insignificant amounts of money, although

its capital is $36,500,000. I say insignificant amounts of

money, because there are Government stock in the French

market to the amount of $1,800,000,000, and Railway bonds

and shares to the amount of $1,400,000,000. Those loans

are as much relief to the commereial world as if the Bank

of Virginia were to lend half a dollar on Virginia bonds.

This inability of the Bank of France to advance money on

shares is alleged by the most competent financiers to be the

true cause of the stagnation in which the French markets

have languished since the issue of the securities by which

money was procured to pursue French public policy and to

build the French railways.

The object for which banks are established is to grant

short credits. Long credits are no more within the scope

of their operations than glass-making is within the range of

the potters' occupations. There ought to be a division of

labor in the world of finance, just as there is in the world

of industry. It is even more necessary in the former than

in the latter. The Public Securities Loans Companies, by
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introducing this division of labor in our world of finance,

would offer us protection against commercial crises. I have

shown how they were in no danger of a "run," and how

they steadied the market of all kinds of Public Securities.

They would, moreover, supply trade with an immense

amount of capital, without resorting to the issue of paper-

money, and consequently lessen all tendency to an inflation

of the currency. Again, they would enable banks to invest

their idle funds in Public Securities (although with our pre

sent organization of credit it would be madness in them to

do so) by giving them assurance of facility of borrowing on

them whenever a period of pressure came.

The Public Securities Loans Companies would advance

money on the above-mentioned descriptions of stocks, shares

and bonds, the latter being pledged to them. I have not

thought it worth while to say that the promissory, negotia

ble and transferable note of the borrower would always be

given whenever a loan was made from any of the establish

ments of credit mentioned in this chapter. The money

lent by the Public Securities Loans Companies should be

lent for any period of time not exceeding a twelvemonth.

It would be lent at the rate of six per cent, per annum and

one-half of one per cent, commission.

The advantages to the nation of these several establish

ments of credit cannot easily be overrated. If war should

(Heaven forbid!) exist, the Treasury would supply its wants

from month to month by contracting loans with the Public

Loans Companies. There would be no issue of paper mo

ney. The Public Loans Companies would issue bonds.

These bonds would find general favor, because trade would

be contracted. Commercial men would the more readily

invest their floating capital in them, because the Public Se

curities Loans Companies would enable them to use their

capital whenever occasion might arise. The same reason

would persuade banks to place their idle funds in those

bonds. All, or a greater part of the interest money paid
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by the nation, would be used in providing new loans.

These transactions would be going on at the same time in

every State, and thus there would be placed at the com

mand of the Treasury a constant and almost inexhaustible

supply of money. The power of the country would be in

creased a hundred-fold. One of the most eminent finan

ciers of modern times said: "Cannon and artillery are not

enough to give power to a nation. It does require cannon,

but it requires credit, too. Credit is a species of artillery."

This is the artillery I invite the country to forge.

I have postponed consideration of the organization of

these establishments of credit in order to present the gene

ral principles of their arrangement without repetition and

without obscurity—so far forth at least as I may be able to

avoid them.

It would be good policy to charter in each State only one

Company of each of the establishments of credit mentioned

in this chapter. It would be injudicious to open all the

doors to speculators upon these subjects. The Heal Estate

Loans Companies may involve with its welfare the fortune

of every family among us. The Public Loans and the

Public Securities Companies will prove the foundations

which sustain our public credit. It is consequently of pub

lic interest that no discredit be thrown on these establish

ments. Discredit is sure to be thrown on them were we in

every State to found rival Companies. In the eagerness of

competition for business, they would be tempted to sacrifice

the safe principles on which these establishments are

founded. Euin would encompass us on every side. "We

know the heartless greed of speculators.

Each Company should be chartered with a capital of

$100,000,000, and with powers to issue bonds to ten times the

amount of its capital and reserve fund. Whenever the re

serve fund is equal in amount to the capital and bonds is

sued, the surplus may be distributed annually among the

proprietors of shares—otherwise the reserve fund should
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not be touched. The losses should fall on the annual re

ceipts of the Company. I need scarcely say that none of

these Companies will at the outset or for many years to

come require such a capital. Nevertheless, I think it judi

cious to give them the amplest powers at their establish

ment, that they grow with the exigencies of the country

without making repeated applications to the State Legisla

tures for modifications of their charter.

These Companies should be built on a democratic basis.

It is matter of astonishment that in a country like ours

no pains are taken to enlist the co-operation of the labor

ing classes in our great public enterprises. It is lamentable

that no poor man can share their profits. One of the great

dangers of democracy is a stupid envy of the wealthy, be

cause this sentiment strikes at the foundation of the public

prosperity. The existence of this sentiment is visible even

in this new country. The attempts made in some of the

Northern States to pass laws restricting profits on railways,

insurance and other joint-stock, have no other origins Let

us eradicate this sentiment from among us by enlisting all

classes of our fellow-citizens in profitable investments, and

so promote a conservative spirit and a love of order and

of law throughout the whole nation.

This extension of the prerogatives of wealth to all classes

in the community is one secret of the quiet which has ex

isted in France during the last fourteen years—the first

time since 1770 so long a period of tranquillity has been

witnessed in that country. The humblest classes in France

have been made proprietors of public stock. The latter

has been divided into amounts as low as eleven dollars,

paid in instalments spread over many months, to meet pov

erty's limited resources.

In Europe this principle is introduced in practice more

and more every day, with the most beneficial results.

Above 2,000 shares of the Bank of France are held by its

servants, from the humblest "runner" to the governor
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himself. Messrs. John Crossley & Sons, the eminent car

pet manufacturers of Halifax and Kidderminster—who own

the largest carpet mills in the world—have transformed

their firm into a joint-stock company, with a capital of

$8,250,000, in shares of $75 each. They hold $6,600,000

of these shares, and in allotting the remaining shares pre

ference was given to the 4,400 managers and operatives in

their employment. I might instance many other examples.

I would see this eminently democratic principle carried

out everywhere here. It would not only multiply in a most

wonderful manner our resources of capital, but it would

foster a spirit of energy and enterprize among our fellow-

citizens which could not fail to produce the happiest results.

Therefore all shares in these establishments of credit

should be of the value of twenty-five dollars. Of this

amount five dollars should be paid in money, and the re

maining twenty dollars should consist of four bonds of five

•dollars' value each, issued by any one of the above-men

tioned establishments of credit, exclusive of the company

in which the share or shares are taken, and no two of them

shall be of any one company's issue. Or, the twenty dol

lars of subscribed but uncalled capital may be deposited in

the Savings' Bank under conditions hereinafter set forth.

One of the latest approved principles of the organization

of joint-stock companies is the division of the capital stock

into two unequal portions. The smallest portion is money

paid by the proprietors of shares. This forms the " paid-up

capital." The largest portion remains unpaid, but the pro

prietors of shares are liable for its whole amount. This

forms the " subscribed but uncalled capital."

It is evident that this principle is not so satisfactory as it

ought to be. It is not always just. It is sometimes a delu

sion.

Many proprietors of shares in these companies may be

mere men of straw. The substantial men who maybe con

versant with finance will get rid of their shares upon the
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approach, of the company's insolvency. Therefore when

the association becomes bankrupt, the scrupulous and the

ignorant proprietors of shares (who are often widows or

orphans, or other persons as little able to bear losses,) are

stripped of all they put into the company. The others

escape with trifling loss. The creditors of the company, who

trusted to the subscribed capital to secure their debts, find

themselves painfully deceived.

This principle is, nevertheless, an excellent one. We

should adopt it, but we should guard against its abuse. We

shall take all necessary precautions when we require the

subscribed capital to be guaranteed by collateral security.

This precaution enhances the value and enlarges the

market for the bonds which these establishments of credit

may issue. When each proprietor of shares in all of them

must be the holder of bonds of four other companies, a

great demand for their bonds is created, and it will increase

as the companies augment their capital. The bonds so de

posited will yield the holder above six per cent, interest,

because they enable him to receive a portion of the large

and annually increasing dividends of the company in which

he may be a share-holder, while at the same time he receives

interest on them. Bonds of four different companies should

be required in order to check the partiality with which some

of them may be regarded, and to give as much stability as

possible to each company. It is not likely that five com

panies will simultaneously become bankrupt.

All the above-mentioned establishments of credit should

issue bonds in amounts of five dollars and upwards, as

might suit with purchasers' convenience. These bonds

should be of three sorts: personal, to bearer and mixed.

The personal bonds should be issued in the name of the

purchasers. They should be transferable only in the office

which issued them. Their coupons of interest should be

paid only to him, or to a person provided with his power of

attorney to receive the interest. These bonds would suit



ESTABLISHMENTS OP CREDIT. 61

with widows, single ladies, persons living on their income,

proprietors of shares, and others who may desire to pro

tect their property from all risk of loss. The bonds to

hearer should be issued " to bearer," and their coupons of

interest should be payable to the holder. These bonds

would suit with persons in trade, banks or insurance com

panies, who would invest their idle money in them, and

desire some security readily passed from ' hand to hand.

The mixed bonds should be issued in the name of the pur

chaser, and be transferable only at the company's office, but

the coupons should be payable to the bearer. These bonds

would suit persons who live on their income, and who de

sire to be relieved from trouble in collecting interest without

greatly diminishing the security offered by personal bonds.

It would be found convenient were all establishments of

credit to adopt uniform colored papers for these bonds, each

sort of bond having its particular color.

The holders of bonds would be at liberty to transform his

bonds into either of the other two species, as might suit his

convenience. All bonds should have twenty-four coupons

of interest attached to them—that is, coupons for two years.

Five cents should be paid for each bond (whatever its

amount or species may be) when purchased or renewed.

This fee would be charged simply to save the company

from the expense! of printing and stationery.

The dividend on shares and the interest on bonds should

be paid monthly. There are four reasons to recommend

this course. In the first place, it will increase the profits of

the companies by giving them the use of the interest-money

during a longer period of time than they would otherwise

obtain. The interest would, of course, begin to accrue from

the day the bond was issued, but payment would not com

mence until the thirteenth month afterwards. It would

then continue to be made monthly, so long as the bond was

in existence. The renewal of the evidence of the bond
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every two years (when the coupons were exhausted) would

not be considered a renewal of the bond.

Let me explain this by an example: John Doe bought on

the 1st of January, 1865, a bond for $200, issued by the

Virginian Public Loans Company. It carries six per cent,

interest a year. He receives no interest (although it com

menced running on the 1st of January, 1865,) until the

1st of January, 1866, when he receives one dollar; on the

1st of February, 1866, he receives another dollar, and so on

every month afterwards, until the bond is cancelled. "When

the bond is cancelled, he, of course, receives all the interest

due upon it to the day of its destruction.

In the second place, this monthly distribution of divi

dends and interest will prove advantageous to the money-

market. "When these payments are made semi-annually, or

annually, as is the present custom, they periodically tighten

the money-market for some weeks before, and for some

weeks after these distributions. The companies withdraw

frpm trade the amount of money required to pay this in

terest, and these dividends some time before they are paid.

As all joint-stock companies are simultaneously engaged in

making this provision, the supply of money is sensibly

diminished,. The tightness of the money-market continues,

because all the money so husbanded is lost to trade. It is

distributed among bond and share-holders, and it is lost to

trade until it returns through trade's innumerable channels

to the money-market. Hundreds of millions of dollars are

annually lost to the commercial world by this periodical

stringency of the money-market. This loss and inconve

nience will annually increase as joint-stock companies mul

tiply.

A monthly distribution of dividends and interest will

altogether avert this loss and inconvenience. There will be

a regular and incessant flow of money from the money-

market to the proprietors of shares and the holders of

bonds, and from them back to the money-market. There
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will be continual compensation. The money will pour

back as fast as it is poured forth.

In the third place, this monthly payment of dividends and

interest will enlarge the market for bonds. The capital

which lies idle in the stagnant period between the active

seasons will readily take these bonds, in order to gain the

month's interest. The man in trade will not fear any fluc

tuation in price in ordinary times. The rise now witnessed

in all securities upon the approach of dividend-day, and the

fall afterwards, will cease to take place. The quotations

will be more steady.

In the fourth place, this monthly payment will promote

economy and cash transactions in every household. This

will sensibly strengthen the trade of the country. The

risk of bad debts will be diminished. The loss of interest

will be avoided. I appeal to every man who receives his

income only once or twice a year, if he does not find it im

possible to keep out of debt—and debt is invariably synon

ymous with waste—it " dulls the edge of husbandry."

Last year's or the last six months' debts are to be paid—if

they leave any balance of money in his hands, he finds it a

very hard matter to lay it by. "What is it compared with

the demands to be made upon it? It is rare that any bal

ance remains, for the petty debts scattered all over town

amount to an unexpected sum of money when addition re

veals their total. If he receives his revenues monthly, he

will be able to extricate himself from this unfortunate debt

system. Economy and patience will soon make him a free

man. He will thereafter pay in cash for every thing.

When once this method of monthly distribution of divi

dends and interest shall have been adopted, tradesmen will

be able to exact cash, or at least monthly payments, from

all their customers. The retail trade of the country—so

insignificant in particulars and so imposing in its aggre

gate—will be placed on a sound basis. Tradesmen will in
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crease tlieir profits and diminish their prices, to the com

mon benefit of us all.

I need scarcely say that borrowers from these establish

ments of credit will, while paying interest monthly, pursue

another method. They will begin to pay interest at thirty

days from the date of the loan. This rule may compel

some of them to borrow the first year's interest with the

amount of money they require.

The manner of paying the servants of these Companies

I shall treat in the next chapter. I shall there venture to

offer some suggestions upon the organization of these es

tablishments of credit in the lesser agricultural States : for

instance, North Carolina, Florida, Mississippi and Ten

nessee.

I descend now into some particulars of the organization

of each of these Companies.

I have suggested the establishment in each State of two

Companies: an Agricultural Real Estate Loans Company

and an Urban Real Estate Loans Company, respectively,

restricted to lending money on rural and on urban real pro

perty. Experience has shown that the facility of ascertain

ing the value and title of town property is so great, that

seven-tenths of all the capital of Real Estate Loans Com

panies are lent on town mortgages, when they are at liberty

to lend money on oppidan or rustic property. This is an

evil which should be avoided. I understand by urban real

estate all such species of property situated in cities, or

boroughs, or towns, possessing a charter.

The Virginian Agricultural Real Estate Loans Company

should at first be established with a capital of $25,000,000,

divided into 1,000,000 shares of $25 each. The Common

wealth should subscribe 250,000 shares, paying $1,250,000

cash, and depositing her bonds for $5,000,000, to guarantee

the remainder of her subscribed shares. These bonds

should not carry interest. I need scarcely pause to explain

the reasons for this exception to the general rule requiring
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the proprietors of shares to deposit one-fifth of their sub

scription in money and four-fifths in bonds of four of the

above-mentioned establishments of credit.

Books of subscription should be opened in the office of

the clerks of all the superior courts of law and chancery of

The Commonwealth. They should be kept open for ninety

days, and at the expiration of this period of time they

should be closed. All shares so subscribed to be taken at

their par value. The price of the share to be paid upon

subscription. During the first twelve months after the

opening of these books of subscription, Virginian, or bank,

or railway stock may be deposited instead of the bonds

above-mentioned, as none of them would be at once issued.

This stock must, however, be withdrawn and be re-placed

by the aforesaid bonds within the first twelvemonth after

subscription, Uo certificate of shares should be issued un

til those bonds should have been pledged. In the mean

time a memorandum of subscription should be given to

each proprietor of shares.

As soon, as the amount of paid capital subscribed while

the books have lain open shall have been lent out on land,

then the Company should issue bonds for sums of not less

than five dollars each. These bonds should not be issued

below their par value, neither should they exceed in amount

ten times the value of the capital subscribed. These bonds

should bear interest at the rate of six per cent., payable

monthly in the manner above set forth. They should be

redeemed by weekly drawings in not less than five-and-

twenty nor more than five-and-thiity years from the date

of their emission.

This amount of money being also lent out on land, pub

lic biddings for shares should be opened in the Company's

office. These biddings should be opened daily in the months

of January, February, March, April, May, June, November

and December—the business months of the year—and be

kept open until all the shares shall have been taken, or so

9



66 ESTABLISHMENTS OE CREDIT.

long as the Court of Directors may in their discretion think

proper. They will take care to maintain a proper propor

tion between the issue of bonds and shares. One share out

of every four shares sold shall be kept for The Common

wealth, after the whole of the 1,000,000 shares above-men

tioned shall have been subscribed. The government may,

however, decline to avail itself of this prerogative. No

share should be issued for less than par. The highest pre

miums offered should, of course, have the preference. The

premiums so obtained should be carried to the Reserve

Fund. The Commonwealth should receive all her shares

at par, whatever may be the premium shares may command

in the market.

Bonds should be kept constantly on sale in the Company's

office, until ten times the value of the subscribed capital and

Reserve Fund of the Company shall have been issued, or

until the Court of Directors shall in their discretion other

wise order.

It would be of public policy, if in those Southern States

where the local subscription proved inadequate to form the

fund necessary to enable the negroes to purchase messuages,

it would be of public policy for the Federal Treasury to

purchase bonds in sufficient number to provide this required

amount of money. This arrangement would cost the Fede

ral Treasury nothing. It would procure the money on its

bonds at six per cent., which the Real Estate Loans Com

panies' bonds would pay, and in the course of a very short

period of time, some three or four years, would be able to

sell the latter bonds *and redeem its own. The arrangement

would be temporary, and would really amount rather to a

loan of Federal credit than of Federal money.

This would enable our people to aliment with money the

other companies. In this way, and in the activity given

trade, the Federal Treasury would be amply rewarded.

It is of the utmost importance to the stability of all of

these establishments of credit that a Reserve Fund be
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founded in eacli one of them, and so constituted as to in

crease constantly in importance. It is the ballast of the

ship to which such important interests are confided.

This Reserve Fund should be established in the Virginian

Agricultural Real Estate Company by devoting to it three-

quarters of the one per cent, annually charged on all loans

to defray the Company's expenses. These charges, how

ever, shall first be paid out of it. The fractional balance of

profits which may remain after their division among the

proprietors of shares (and which is commonly carried over

to the dividend account of the following year) should like

wise be devoted to the Reserve Fund. The interest on the

Reserve Fund (which, of course, will be actively employed

in the usual transactions of the Company) should be distri

buted among the proprietors of shares. All losses which

the Company may sustain must be paid out of its revenues,

other than those last mentioned. When these shall have

been exhausted, then, but not otherwise, the Reserve Fund

may be called upon for contribution.

"When one considers the enormous draughts which the

Federal Government must make upon the people in order

to carry on the administration of public affairs, and honor

its pecuniary engagements, it will appear of judicious policy

to diminish local burdens so much as may be. After every

palliative shall have been used, the load of taxation will

still be heavy. It will therefore be wise in the States to

divert into their particular Treasury a portion of those

profits which otherwise would flow into private pockets. It

would so far relieve the citizens. These establishments of

credit enable the States to give their people this relief.

I have suggested the propriety of The Commonwealth's

subscription to one-quarter of all the shares issued by the

Virginian Agricultural Real Estate Company. She should .

receive additional benefit from it. The remaining quarter

of the one per cent, annually charged on all loans to defray

the Company's expenses should go as royalty to The Com-
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monwealth, and should be paid monthly in the manner

above-mentioned. This is an indirect tax paid to The Com-

MOWWEalth for the privileges granted and rights secured by

her charter.

The Virginian Urban Real Estate Loans Company should

at first be established with a capital of $1,000,000, divided

into 40,000 shares of $25 each. The Commonwealth should

subscribe 10,000 shares, paying $50,000 in cash, and depo

siting her bonds for $200,000, to guarantee the remainder of

her subscribed shares. These bonds should not carry in

terest. The Company should be organized in the manner

above described. The one per cent, charged to defray ex

penses should, as is above-mentioned, be divided into two

parts, three-fourths of the one per cent, should go to the Re

serve Fund, and one-fourth should go to The Common

wealth as royalty. The fractional balance of profits, which

may remain after their annual division among the proprie

tors of shares, should be carried to the Reserve Fund.

The Virginian Public Loans Company should at first be

established with a capital of $25,000,000, divided into

1,000,000 shares of $25 each. The Commonwealth should

subscribe 250,000 shares, paying $1,250,000 cash, and de

positing her bonds for $5,000,000, to guarantee the remainder

of her subscribed shares. These bonds should not carry

interest. The Company should be organized in the man

ner above described. The one per cent, charged for ex

penses, should, as is above-mentioned, be divided into two

parts: three-fourths of the one per cent, should go to the

Reserve Fund, and one-fourth of it should go to The Com

monwealth as royalty. The fractional balance of profits

which may remain after their annual division among the

proprietors of shares should be carried to the Reserve Fund.

To avoid everything like ground of complaint or suspi

cion of partiality, the Secretary of the Federal Treasury

should in making or in consolidating or in transforming

loans issue a circular letter to the Public Loans Companies
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in all the States to inquire what amount of the loan each of

them would take. After distributing among them the

amounts they respectively ask, (giving to none of them

more than so much as would be their share upon an equal

division of the whole loan among them), he should divide

the balance of the loan which may remain equally among

the companies, which asked more than their share. If

among these companies some ask less than the amount,

which would be their share upon this new distribution, they

should receive what they solicit, provided the sum they

require be not more than the share which may remain to

the more powerful companies upon the distribution of the

balance.

An example may place 'this suggestion in a better light.

The Federal government wishes to contract a loan of

$330,000,000. The Secretary of the Federal Treasury is

sues a circular letter to all the Public Loans Companies to

inform them of the requirements of the Treasury. The

share of each of the thirty-three Companies (one being in

each State) would be $10,000,000, were the loan divided

equally among them. All of the States' Companies are

not able to take so much as their share. Some of them

ask for more than their share. Fifteen States ask for

$2,000,000. He gives this amount to them. Ten States

ask for $10,000,000. He gives this sum to them. Three

States ask for $30,000,000; five States ask for $50,000,000.

There are $200,000,000 of the loan still unsubscribed. He

divides this amount equally among the eight States which

ask for more than their share of the loan, giving to each of

them $25,000,000.

It is obvious that as a portion of each State's revenue

flows from these Companies, it is the duty of the Secretary

of the Federal Treasury to avoid every thing like an un

equal distribution of these loans. There may be—there

will be—inequality, but it must proceed from the different

resources of the Companies themselves, and not from the
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favor or aversion of the Secretary of the Federal Trea

sury.

The Virginian Maritime Loans Company should at first

be established with a capital of $1,000,000, divided into

40,000 shares of $25 each. The Commonwealth should

subscribe $10,000 shares, paying $50,000 in cash, and de

positing her bonds for $200,000 to guarantee the remainder

of her subscribed shares. These bonds should not carry

interest. The Company should be organized in the man

ner above described. The one per cent, charged for ex

penses should, as is above mentioned, be divided into two

parts : three-fourths of the one per cent, should go to the

Reserve Fund, and one-fourth of it should go to The Com

monwealth as royalty. The fractional balance of profits

which may remain after their annual division among the

proprietors of shares, should be carried to the Reserve

Fund.

The Virginian Warrants Loans Company should at first

be established with a capital of $1,000,000, divided into

40,000 shares of $25 each. The Commonwealth should

subscribe 10,000 shares, paying $50,000 in cash, and de

positing her bonds for $200,000 to guarantee the remainder

of her subscribed shares. These bonds should not carry

interest. The Company should be organized in the man

ner above described. The one-half of one per cent, charged

for expenses should be divided into four equal parts. Three

of them should go to the Reserve Fund and the remaining

fourth part should go to The Commonwealth as royalty.

The fractional balance of profits which may remain after

their annual division among the proprietors of shares,

should be carried to the Reserve Fund.

The Virginian Public Securities Loans Company should

at first be established with a capital of $1,000,000, divided

into 40,000 shares of $25 each. The Commonwealth should

subscribe for 10,000 shares, paying $50,000 in cash, and

depositing her bonds for $200,000 to guarantee the remain
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der of her subscribed shares. These bonds should not

carry interest. The Company should be organized in the

manner above described. The one-half of one per cent,

charged for expenses should be divided into four equal

parts. Three of them should go to the Eeserve Fund and

the remaining fourth should go to The Commonwealth as

royalty. The fractional balance of profits which may re

main after their anuual division among the proprietors to

be carried to the Eeserve Fund.

The necessary, the indispensable companion to all of the

foregoing establishments of credit is a Stock Exchange, say

at Norfolk. We must make this city our great commercial

capital—the chief seat of all these Loans Companies. If

we are desirous to assure to ourselves a market where The

Commonwealth's bonds and the shares and bonds of our

joint-stock companies may be certain of finding purchasers,

and where in times of public emergency The Common

wealth may obtain adequate financial assistance, we must

establish a Stock Exchange upon a broad and solid basis.

"We can find no better model than the Eoyal Exchange of

London. We must make ourselves financially indepen

dent. We cannot have a market for our securities unless

we foster speculation on them. Observe, even before the

war, the great difference between the quotations of Vir

ginian stock and those of ~Sew York State stock, or of the

former and those of Louisianian stock. Multiply this per

centum of difference by our whole debt, and the loss to

The Commonwealth may be ascertained. It is deplorable.

Let me, before I end this chapter, venture upon the ex

pression of a wish that our ancient landed families may no

longer neglect trade as too many of them heretofore have

done. Their younger sons should—unless happily gifted

for the law, or for some other profession—be j)laced in

trade. There is not a compting-room or a shop which

would not be glad to receive a young man of gentle blood,

who comes with several thousand dollars in his hands.
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There are at this moment many acute, energetic, ambitious

young men in Richmond who would willingly join their

brains and business knowledge with the capital of a young

man of means. This is the method by which some of our

oldest families have retained their social position. It was

by neglecting this method that so many of our ancient fami

lies have decayed. "We see all around us their children

hanging on the skirts of the legal and medical professions,

scarcely able to earn the salt in their bread. Others of our

old families embraced trade wrongly, and have not been

much better by the union. They espoused a branch of

trade, which was from the necessity of things limited in

its transactions (and therefore in its profits) in this branch,

to the immediate neighborhood, in that branch, to a parti

cular and not large district.

We should reform these things. We should, instead

of giving the younger sons a parcel of the patrimonial

estate, borrow money on this land from the Agricultural

Real Estate Loans Company, and embark the younger sons

upon the great ocean of trade. We should so modify our

legislation, by introducing that principle of limited liability—

the very essence of life of our joint-stock companies, which

have wrought such wonders in our midst—as to enable the

father to become the son's limited partner. The father

would stake his $10 or $20,000 in the firm, and know the

remainder of his estate was safe, So shall both be bene

fitted. The wealth of the old family will be retained and

augmented in their hands. The younger sons, instead of

struggling to rear a large family in paternal luxury on a

tithe-part of the paternal estate, and ending their career,

the despairing and embittered fathers of decayed gentlemen

and decayed gentlewomen, who cannot dig, and are ashamed

to beg, will be in turn the founders of flourishing families.

They will rear noble mansions on our rivers' banks and on

our lines of railways.

This is the only magic by which the great county families
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of England have retained their wealth and ancestral halls.

Look over the lists of directors of the great enterprises of

England, yon shall find the Norfolks, the Buckinghams, the

Marlboroughs, the IsTorthumberlands, aiding them 'by their

name, capital and influence.

Since convents have ceased to occupy the places they

once held in French society, and a superfluity of daughters

can no longer be immured in those living tombs, all of the

higher classes of France are improving their fortunes by

trade. They had great repugnance to conquer, because it

was of tradition in that country that a gentleman sensibly

derogated from the dignity of his birth by engaging in

trade. These ancient prejudices have been so trampled

under foot as to warrant a wit to say with as much sprightli-

ness as truth, that were the Chevalier Bayard in existence

he would be a director in some Ocean Steam-ship Company,

and were the Cardinal de Richelieu alive he would be a

railway director. It is by thus descending to trade's marts

that the de Luynes5, de Lorges', de Larochefoucaulds, de

Birons, deKoailles', and the other handful of ancient French

families have retained patrimonial estates in their hands,

despite the provisions of the Code Napoleon and the vicis

situdes of various sorts of revolutions.

Am I accused of possessing aristocratic prejudices be

cause I offer these suggestions ? I refer cavillers to the next

chapter.

Leave these ancient families aside ! Direct our attention

to heads of firms and their young men. I would venture

to engage them to lift up with more alacrity the latter to

their level. We all of us know how sorely pressed active,

energetic, ambitious young men are to obtain capital when

they would establish themselves in trade. They scour the

country around to pick up a few thousand dollars here, a

little more there, a little less yonder. They borrow this

money at fixed—and always high—rates of interest. It

must be returned at short notice, often at the very moment

10
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when it is most wanted. And how many young men are

there who leave The Commonwealth in utter despair of

procuring this capital here ? Heads of firms ought to be less

supine than they are about admitting their clerks to a place

in the concern. They ought to use this accession of capital

and energy to extend their business.

I think a reform should be made in our legislation,

(which I may be pardoned for saying is stupidly narrow in

some of its commercial provisions,) to enable the old style

of firms to remain even after the old partners are dead.

The Germans wisely foster this immortality of merchants,

(if I may use the expression,) and find various benefits from

it. It would encourage retired merchants and tradesmen

to leave a portion of their capital in the old firm, and con

tinue to reap a share of the old profits. Their children

after them would do the same.

I would see the principle of joint-stock companies ex

tended to trade. Why should not our dry goods men, and

hardware men, and apothecaries, and grocers, and others,

resort to this prolific principle of trade ? Why should not

our tobacco merchant have proprietors of shares behind

him who contribute capital to his business, and enable him

to enlarge it?* I confess it is not without great impatience

* The above paragraph was in press when my attention was directed to the

following announcement in the "city article" of the most important newspaper

in the world: "A new form of combination,1.under the Limited Liability Act,

has been introduced to-day. It is a fusion of three city firms of excellent

standing, who propose henceforth to carry on their business under the title of

the London Merchants' Company. The nominal capital is to be £1,500,000,

in shares of £100, and the amount to be taken by the three firms for good-will

is £375,000, which represents their actual profits for the past three years. The

respective houses are those of Messrs. Robinson & Fleming, Messrs. Redfern,

Alexander & Co., and Messrs. Lane, Hankey & Co., and the leading members

of each will constitute the board of direction. The payment for the good-will

is to be one-third in shares and the remainder in debentures, maturing by in

stalments over ten years. The experiment is perfectly legitimate, and may he

regarded as an important step in the commencement of a method by which we

may occasionally economize and consolidate our commercial power. Probably

some additions will soon be made to the present coalition, and, as the parties

will of course be of similar standing each, such addition will be an increase of

general strength."—The Times (London) 19th June', 1865.

It is with sensible satisfaction I find the views I express confirmed by such a

weighty authority.

I would seize this opportunity to add, that the joint-stock Companies to carry

on trade should be founded on the principle of a division of their capital into

paid and subscribed capital, the latter being guaranteed by bonds of some four

of the above-mentioned establishments of credit.
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I periodically read in the public prints that Messrs. Hot-

tinguer & Co. have taken the contract to supply the French

government with the Virginian tobacco it requires, and that

Messrs. de Rothschild Brothers have purchased the right to

furnish the Austrian, Spanish and Portuguese governments

with all the Virginian tobacco they may use. I speak with

out exaggeration when I say our merchants lose several

hundred thousand dollars annually by neglecting to take

these contracts themselves. If no one among them has

capital enough to enter upon this field, why does he not

establish a joint-stock company for this Very purpose? Or,

why does not the whole body of tobacco merchants form

itself into a committee and provide a common capital to

secure these contracts?

Our statesmen must make the first moves. They must

provide trade and industry with the facilities they need.

The freshet of paper-money which submerges our country

must be abated.* Establishments of credit must be found

ed. Our commercial legislation must be reformed. In

fine, the time has now come when our public men, both in

the General Assembly and in the Federal Congress, must

turn their attention to the great interests of the nation.

They must adopt a large and provident policy. They must

discard the miserable quarrels of faction, which occupy so

considerable a place in our history during the last five-and-

twenty years, and which have led to such deplorable conse

quences. That policy which drew from the ablest living

statesman words of contempt and scorn,f must be aban

doned, and we trust from indications held forth, as well as

from the acts of President Johnson, will not be the policy

*I know there are men who pretend that it is the true policy of the country

to keep afloat in the market $250,000,000 of Federal paper-money, in order to

save the interest on this amount of money. I persuade myself that in the

sixth chapter of this work, which is devoted. to a consideration of "Our Finan

cial Policy," I may be so successful as to refute this error.

f "Soldiers of the Army of Africa! Africa has been a great school for the

soldier's education. He has there acquired those manly virtues, which are the

glory of armies, and the firmest supports of an Empire. By learning to affront

danger, to bear privations, to place honor and duty above all material plea

sures, he has felt his soul open to every noble sentiment/ Therefore is it that in

your ranks passion has never survived the contest. Ye know no hatred of the

vanquishedfoe. Ye are the very first to holdout to the mistaken Arabs a friendly

hand, and to insist that they should be treated with generosity and justice, as

henceforwardformingpart of the great Frenchfamily." Proclamation of Napo

leon III to the army of Africa. Dated Bougie, 7th June, 1865.
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of his administration. The security of person must not be

violated by arbitrary imprisonment; neither must search

or seizure be made but upon probable cause supported by

oath or affirmation. The privileges of freemen must not

be violated by secret trials, without a jury of the State and

district wherein the crime shall have been committed. No

person must be attainted of treason until after public trial,

with all those securities for impartiality, or failing impar

tiality, for mercy, guaranteed by that constitution which

every officer of the United States must support under pain

of perjury. .Every person's estate must be secured to him

until he has been convicted of crime, which may work its

forfeiture in the manner prescribed by the constitution and

the statutes. Every prisoner, let the crime alleged against

him be heinous as it may, must have the benefit of the

merciful axiom of our law: Every man shall be presumed

innocent until he be proved guilty. The wounds of civil

war (God knows only too deep, and too wide, and too nu

merous!) must be staunched and not blistered.

Commerce and industry are halcyons that build their pro

lific nests only by calm seas and under cloudless skies.

I exhort all men, jealous of their country's honor, to

hearken in this tempest of the passions to the voice of

foreign spectators. They tell you by anticipation the ver

dict which history will render upon your conduct, for they

are contemporary posterity. I exhort all patriots who

would guide their country to a happy issue out of her

present troubles, to study the lessons of policy to be learned

from the annals of Switzerland, which, after the Sunderbund

war, hurt no hair of any man's head, pilfered no man's

property; and from the annals of France, which, after La

Vendee was pacified, disturbed no man in it, either in

liberty or estate: nay, more, wisely forbore to execute there

the Conscription Law, though the Empire stood in need of

every man, and though the master was Napoleon. Medi

tate these lessons, for the Sunderbund has left Switzerland

and La Vendee France more united than ever.
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