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FOREWORD

No more effective method of getting in touch with people has yet been devised than talking to
them. Hence, in ('(»11\'1!14*1"111‘2 how best to }ll‘illf_" the .\'lllljw'l of thrift to the adult masses, the commit-
tee having in charge the Campaign of Education in Thrift instituted by the Savings Bank Section,
American Bankers’ Association, early came to the conclusion that lectures by bank men who would
explain in detail each class of financial institution in their community, and answer any questions rela-
tive thereto that those in the audiences cared to ask, would, besides giving much practical information
upon a subject of which the majority of people are ignorant, create a degree of co-operation between
the banks and the people which would be mutually helpful, and induce greater thrift by imparting a
knowledge of the aids thereto at hand.

[t remained for New York to first put this method to the test, and on March 5, 1913, at Cooper
Union, through the co-operation of Dr. Henry M. Leipziger, Supervisor of Lectures of the Board of
Eduecation, City of New York, to whom grateful appreciation is hereby rendered, the first lecture of
the first Thrift course was delivered, and with others in the course is printed upon the following pages.

The aggregate attendance at these lectures was 4,012, an average of about 500 per lecture, and
the earnestness of the questioning which followed each lecture leads us to state that in our opinion

the course was an unqualified success, and that the experiment merits repetition in other cities.

V. A. LERSNER
J. C. GRIswWOLD
W. R. MEAKLE

Committee in charge.




INTRODUCTORY REMARKS
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FIRST LECTURE, MARCH 5, 1913.

THE SAVINGS BANK AS AN AID

By WiLLiam E. Kyox

Comptroller, Bowery S:

Mr. Chairman, emen: Some time
ago, at the New Bankers’' convention in
Buffalo, the idea was advanced that it would be a good
thing if the men in the banking business in this com-
munity could g in touch with the people
plain to them as simply as ble
different kinds banks are, what is
how they affect the people, both the
the people to whom they lend money a :
their place is in the business life of a community.

There are several kinds of banks. There are the
banks of discount, known as National banks and State
banks, and there are trust companies. Those banks
are all commercial enterprises. They are run for the
purpose of making a profit for their stockholders, and
they render a very important service to the commu-
nity. Then there is another class of banks, called sav-
ings banks, which, in one sense, are not banks at all.
The fundamental principle and the main idea in a
savings bank not to earn money for stockl )
for there are not any stockholders, but their purpo
is to encourage thrift
whole course of lectures is to show how the different
kinds of banks and financial institutions are aids to
thrift.

Maybe it might be
thrift before

among the people, and this

as well to get a definition of
>0 any farther.

Ir str irns money, and prudence plans what to
do with one’s earning Economy manages wisely
what one has earned. Frugality saves something out
of one’s earnings, but it takes all of those four things
ther to m up thrift. Industry, Economy, Pru-
dence and Frugality together make Thrift. A man
may be a tremendous earner. He may be able to make
money very rapidly, but if he squander-it as rapidly
as he makes it, he is not thrifty. A man may be frugal
to the point of being miserly and sting; That is not
thrift A man may be prudent and may not have
the ability to earn, but a man has to possess all thes
four qualitie i prudence and
frugality—before he can

Mr. Wilson yesterday in his inaugural address at
Washington . sentence which might very well
serve as a text for this course of lectures. It was
this: “We have studied, as perhaps no other nation
has, the most effective means of production, but we
have not studied cost or economy as we should, either
as organizers of industry, as statesmen or as in-
dividuals. i

This nation is one of the most extravagant on
the face of .the rth. We have a rich country.
We have such a country that we had an ide
that we could never get to the end of its rich
but we are begi to learn better., We are be-
ginning to learn 1at our mines and our rests
are not inexhaus le; that our farms in the East have
been nearly and that before many more
years it is g a question whether or not we
shall be able to e foodstuffs enough in this coun-
try to feed our own people, whereas only a few years
ago we were r¢ ng not only enough for ourselves
but for a great deal of the rest of the world besides
We were sending millions of dollars’ worth of food-
stuffs to Europe. We are not sending so much now,
and that is one reason why the cost of foodstuffs is
so high. There is not as much to go around as there
used to be.

As a nation, we have been extravagant, and as
individuals making up that nation we have been ex-
travagant. I heard the statement made on a public
platform, not very long ago, that in this country

tog

vings Bank, New York

last year the people spent for soda water three
hundred and fifty millions of dollars ‘hink of that
for soda water! (Laus I suppose they can put
in a r three hundred and fifty 11 * chew-
1 (laughter), and count

that equally u
which we ve to every one - 1
throw aw: the per on things ti not do

any permanent good. I do not mean would lik
to see us deve » into a nation of misers, but I do
mean that there is not one of us that does not some
way throw away money. If it is not the soda water
habit or the chewing gum habit, it is the saloon habit
or the gambling habit or something that is foolish
and does not n us any better men and does not
tend to strength our character,

Now, thrift important to a nation. A nation
that is not thrifty cannot survive. You young men
who are students of history, if you look back to the
Franco-Prussian War, will remember how France was
ten, and the tremendous war indemnity that Ger-
ny exacted, and you will also remember that the
ench people who are probably the thriftiest people
in the world to-d: came to the aid" of their
government and broug their savi and poured
them into the national ‘ers, and the war indemnity
was paid off. At the time that the tribute was ex-
acted by Germany, it was thought that Francée would
be struggling under the burden for a hundred years,
but Germany had not counted on the thrift of the
French people. To-day France stands among the
leading money-lending nations of the world, not be-

cau she has many rich men, not because her in-
dust are so much more prosperous than her neigh-
bors’, but because the French people as a people have
learned the sons of thrift and economy that we

mi learn.

is only about one hundred years
first savir bank was started, and the honor of that
belongs to Scotland. In 1812 th started savings
bank in Edinburgh, and four years after that they
sprang up almost simultaneously in Philadelphia, in
Baltimore, in ton 1 in New York. The first

o that the

bank in New York was chartered in 1819, the old Bank

for Savi which was located at (
and Broadway and then went to Bleecker Street, near
Broadway, and was known as the Old Bleecker Street
Savings Bank, and then moved to 22nd Street and
Fourth Avenue, wi it now is. It has had an honor-
able history of almost one hundred y and I hope
it will continue its good work for a good many hun-
dred years more. There were no laws in those days
under which savin banks might operate. Every
I from the State L ature de-

ambers Street

bank got a charte
fining what it might do and what it might not do.
The Bowery Savi Bank’s first charter gave it per-
ission to receive deposits until it had received half
a. million of dollars 1at was considered to be
plenty for any one bank to have, and it was
not until several years that that the charter was
amended, permitting 1 receive more.

In some of the & savings banks in New York
they handle more money than that over the counters
on the first business day of January and on the first
day of July, and they sometimes wait on four thou-
sand people on a busy day.

The savings bank is not organized as a money-

making institution d I am going to tell you just as
simply as I can how a saving ank is organized. We
will suppose that there is not a bank anywhere within

two or three miles of here, and some good citizen




seeing the shopkeepers and the workmen all busy,
says, “It's too bad that there is not a place where peo-
ple may save their money. I will see if I cannot
start a savings bank.” He goes and finds twelve other
good men; there must be thirteen of them at least—
all of whom are men of standing and character in
the community—and together they apply to the State
Banking Department in Albany for permission to open
a savings bank. They send up to Albany their names
and addresses, their pedigree and their business, and
all about themselves, and the State Superintendent of
Banks investigates, and if they are all honest and
clean and substantial men with good records, he gives
them permission to open a savings bank, and they
have the privilege of paying out of their own pockets
the running expenses of that bank until such time as
There are some

it is able to pay its own expenses.
banks in New York that have never paid to the
original trustees the money advanced by them for
the first expenses. These trustees do that, knowing
that they can never profit in any way personally by
any of the money that comes into the bank. If a
, owned a house worth $20,000, and came to
savings bank and wanted to borrow $1,000 on a

mortgage, they would say, “You are a trustee of this
bank. We cannot lend you a single dollar. You will
have to go elsewhere and borrow it.” They do not
get any pay for attending meetings. They do not get
any pay for anything. Whatever work is done is
done solely with the idea of doing good to the people
of their community.

A savings bank started in that way is known as
a mutual bank. There are no stockholders; there are
no dividends to be paid to anybody; there are no
fees to be paid to anybody. The only people who
are paid are the men who are actually engaged in
doing the work of the bank, the officers who are there
every day and give all their time to it, and the clerks
who do the actual work.

The bank having been opened, and money begin-
ning to come in from the depositors, the next question
is how to invest it. A good many years ago savings

banks could invest pretty much as they liked, be-
cause there were not any laws to govern them, but

that had not been going on very long before the sav-
ings banks themselves began to see that it would be
a wise thing if they could have laws which would
tell just what things they might invest in. They saw
how easy it might be for a savings bank to make un-
wise investments, so little by little the laws of the
State of New York have been amended and altered
and changed and improved until to-day they are the
best savings bank laws that I know of.

The first idea of those laws is to safeguard the
man who puts his few dollars in the savings bank to
that that money is kept safely. That when he
wants it he will get it back again, and that he will
get it all back again, and that there shall not be any
question about it. So that it shall be absolutely safe,
the law says very particularly just what a savings
bank shall invest its money in. They say, first of all,
“You may buy bonds of the United States Govern-
ment,” than which there is no finer security. At the
time of the Civil War, the savings banks that are now
the strong banks of the City of New York laid the
foundations of their prosperity, because every dollar
that they could get hold of they put into Government
bonds. They bought bonds that were then paying six
and seven per cent. and they bought them at a dis-
count at that. They argued that they should be patri-
otic citizens and help the Government all they could
by lending it money, and they showed that they were
not only patriotic but wise, 1 I do not believe
apybody who ever bought a United States Govern-
ment bond has regretted it to this day. They cer-
tainly did not regret buying those old seven per cents.
and six per cents.,, which, unfortunately for the sav-
ings banks, have all heen paid off long ago.

Next to ‘that, we are allowed to invest in State
bonds. That is, the bonds of states like New York,
Massachusetts, or any first-class state that has never
failed to pay any of its debt.

We may buy County bonds of the counties in New

see

York State. We may buy the bonds of cities like
New York. Now, I am talking about bonds, and
maybe some of us do not know what they are.

the promise of a State or a
Government or a railroad or a city to pay you
back so much money after a certain number of
vears, if you will lend them so much money. For ex-
{unple, the City of New York is about to build a new
subway. The city wants money with which to build
the subway and the city has not the money. The city
issues a lot of bonds, so many millions—fifty, sixty
or seventy millions—whatever it may need, and they
offer them on the market to the highest bidder, say-
ing, “What will you give us for thes At the end of
thirty or forty or fifty years, whatever the time may
be, we will promise to pay you back the face value
of this bond and in the meantime we will pay you
interest at such and such a rate per year.”
Savings banks in this state may also lend money
on bond and mortgage, with real estate as security.
We all know from hearsay what it means to walk into
the store of the gentleman with the three balls up
over his door and hand in our watch and borrow
whatever we need on that, paying him a certain per
cent. for the use of the money. Now, that is almost
exactly what lending on bond and mortgage is, only
you walk down to the bank and take your house down
with yvou, so to speak, and you say, “How much will
yvou lend me on this house and the land it is built
on?’ The law says we may lend sixty per cent. of
the value of a house, so we take what we call a mort-
gage on the house, which is an agreement that if the
borrower does not pay back the money that he has
borrowed, at the end of a certain number of years,
we have the privilege of selling that house and lot
and paying ourselv out of the proceeds. That is
what we call lendir on bond and mortgage, and in
this city alone savings banks have lent on bond and
mortgage about six hundred millions of dollars on
New York property. The thing works two ways. A
savings bank depositor brings his money to the bank.
We will assume he is a carpenter or a bricklayer, and
he puts his money in the bank, and the bank gathers
up all these small sums of money until it has a large
sum of money, and then it lends that large sum of
money to some man who is a property owner on bond
and mortgage. The money that he borrows on bond
and mortgage hé uses to put up another building, and
he pays back in wages to the workmen who have put
the money in the bank in the first place their own
money in the form of wages. Now, you see that
money does good all the way along the line. The
workman gets his wages first, and saves something
out of them, and then the builder comes along and
borrows it, and gives employment to the work-
men again, and the workmen get their wages out of
it, and spend them in the little grocery shops,
butcher shops, shoe shops, and all these make their
profit out of it and save some, and take it back to
the bank again, and so it goes circulating around. A
dollar lying idle is no more good than a man lying
idle. It must keep on the move to be useful. The
savings banks keep the money moving. You know
lots of people think that the money that comes into
the savings bank stays there. In fact, some old ladies
have an idea that the particular money that they
hand in is_ put away in an old stocking until they
come in for it again. Now, you can appreciate
ghut that cannot possibly be so. The savings banks
in the State of New York have sixteen hundred
millions of dollars on deposit belonging to the people.
Of that sixteen hundred millions of dollars less than
one per cent. is kept in cash in the banks. The other
ninety-nine per cent. is out working and earning in-
terest, and keeping the wheels of commerce moving,
keeping business going, keeping workmen at work,
l»\{]l«hng S(‘?]N')nlh(!lls(‘.\" building hospitals, building
bridges, bt'nldmg all sorts of public works that could
not be built without those vast sums of money.

g I have given you very briefly the operation of get-
ting the money into the bank, and the way that the
banks lend it out again.

% I can almost hear some of you saying, “Well, what
good does 1t“<1<'u to talk about all these millions of dol-
1{”'* to me?” The good is just this, that any one of
you, if he will only make up his mind that from now
on he is going to cease to be foolish, and is going
to be thrifty and save a little, will better himself
very much. You may never be a millionaire by sav-

Well, they are simply




ing your money in a savings bank, but you will get
a great deal of comfort and happiness if you use
the savings banks in the. way that they are in-
tended to be used, and will save your money carefully.
It won't be long before you have a little capital to
start a business of your own and having started a
business of your own, with anything like honesty and
prudence and economy and all the other things that
go to make up thrift, you may, any one of you, become
a millionaire. There are probably several potential
millionaires listening to me while I talk.

If any one of you young men who are listening to
me now, will save a dollar a week for the next twenty
years, putting your money in the savings bank, you
can draw a dollar a week out of the savings bank as
long as you live thereafter and still leave behind you
every dollar that you had, twenty years from to-day.
In twenty years you will have saved up enough prin-
cipal to earn five dollars a week interest, if you will
only save five dollars a week for the next twenty
vears. Just think that over as you go home. There
is not one of us who does not squander more than a
dollar a week. If you are going to wait to begin to
be rich until some great big opportunity comes your
way, vou will never be rich. The only way to do it
is to begin right now with the little which you have,
and by strict economy add to it little by little until
finally you are in a position to help yourself to bigger
and better things.

If any cne of you goes into any one of the sav-
ings banks and opens an account, it is absolutely
confidential between you and the bank. Nobody else
can find out anything about it. Anybody else going

in and asking, “Has Bill Smith an account in this
bank, is there any way I can find out?” always gets
the stereotyped answ “Yes, there is one way you

can find out.,” “How is it”?
Smith. That is the only way

A VOICE: “That’s me.”

MR. KNOX: “I didn't know you were there, Bill.”
(Laughter.)

Our relations with our depositors are absolutely
confidential. We never tell anything about them I
am not joking when I say that people come in every
day and ask such questions as that. It was only a
few days ago that an old fellow came in and he said,
“Is there any way I can find out if Rachel Goldstein
has any money in here?”’ And we said, “Who are
you?’” And he said, “I am her father, and I want to
know if she has any money here.” And we said, “You
can find out in just one way, by asking your daugh-
ter.”” And he said, “I can’t find out about my own
daughter’'s money?”’ And we said, “No, you can't find
out about your own daughter’s money except by ask-
ing her,” and he was quite indignant, but he would
have been equally indignant if we had told his daugh-
ter about his money, and we thought it was a poor
rule which did not work both ways.

If any one of you is afraid that after he dies his
will will not be administered just the way he would
like to have it, he can go into a savings bank and open
what we call a trust account. He can say, “I have
some money I want to deposit, and in case of my
death I want it to go to my wife.” He can open what

“Why, go and ask Bill
you can find out.”

is called a trust account, “John Smith in trust for
Mary Smith,” his wife. If John wants to take his
wife into partmership, it is perfectly simple. He can

come in with Mary, and they can both open an ac-
count, “John Smith and Mary Smith, either to draw.”
If Mary gets the book first and gets down to the
bank, she can get all the money. (Laughter.) But
you see in a case of that kind they simply must trust
each other as husband and wife should.

In case a savings bank depositor dies (but you
won't die a bit sooner because you have a savings
bank account, so do not let that frighten you) we are
very careful about the way we pay the money out.
We make the man who comes to get the money
of the dead depositor prove who he is, and if there is
any considerable sum, we send him down to the Sur-
rogate, and have him take out letters of administra-
tion. It is the Surrogate’s business to see that the
administrator divides that money among the relatives
of the dead man according to law. In case the de-
positor has left a will, it is our business to see that
the executor gets the money and then it is the Sur-

rogate’'s business to keep his eye on the executor
and see that he distributes it according to the terms
of the will,

There is one question that people are continually
asking about a savings bank. And that is: Why
should a savings bank have a surplus? “We read in
the newspapers such and such a bank is going to pay
three and a half per cent. interest, and such and such
a bank is paying four per cent. interest. Now, why
don’t you all pay four per cent.” Well, it is largely a
matter of judgment to be decided by each bank for
itself.

About twelve or fifteen years ago in the State of
w York the average surplus of the savings banks
was about seventeen per cent. That is, for every
one hundred dollars the savings banks owed to their
depositors they had one hundred and seventeen dol-
lars’ worth of securities and cash to pay it with. Three
or four years ago our surplus had shrunk from seven-
teen dollars on the hundred to about seven dollars
on the hundred—from seventeen per cent. to seven
per cent., and at the same time the people had twice
as much money in the savings banks as when our
surplus was high. We did not like to see our sur-
plus grow smaller every day, and our deposits getting

larger. There is only one sure way to add to our
surplus, and that is to save something out of our

earnings. If it is a wise thing for a man to lay up
something for a rainy day, for his family in case any-
thing happens to him, it is just as wise for a bank to
lay up something against the time when there may be
a panic, when there may be a great fall in the price of
securities, or when times are hard, and so the conserv-
ative savings banks said, “We will pay three and a
half per cent. for a while and we will add a little. some-
thing to our surplus.” If any of you go skating, you
know it is not safe to skate on thin ice that is “buck-
ling” under you. Some of the banks felt that if the
deposits kept growing larger and the surplus smaller,
they might be skating on ice that was not quite
strong enough, so a good many of the banks came down
to three and a half per cent. The depositors, a few
of them, grumbled and wondered why it was they did
not get four. We always make the answer to that,
“You have one hundred dollars in the bank?” “Yes.”
“Does it make much difference to you in the course
of a year whether we pay you three and a half dol-
lars or four dollars in interest? If we pay you the
smaller rate of interest, we are sure we shall be able
to pay you the one hundred dollars when you want it,
whether you want it next year or the year after or ten
vears from now.” That is the reason a savings bank
has to have a surplus, because it wants to be sure
that when its depositors come for their money it will
be able to pay dollar for dollar all that it owes them.

If you were to start on a trip around the world
to-morrow, and you figured out that your expenses
were going to be one hundred dollars, you would not
feel very safe in starting out with one hundred dol-
lars and fifty cents in your pocket. You might think,
“Possibly something may happen. The train may be
delayed, I may have to stay over somewhere a day or
two longer than I expect, and I may spend a little bit
more than the hundred dollars I figure on.” 'The sav-
ings banks take exactly the same attitude. They say,

“We are going on a long journey, and we have a
great many years of business ahead of us. We do

not know what hard times we are going to strike, and
we had better have a few dollars more than we think
we are going to need.” That is the reason sav-
ings banks have surpluses, and that is one reason why
some of them are paying three and a half per cent.
They think it is wiser.

The surplus has accumulated a little bit at a time.
When a bank starts it does exactly the same as a
thrifty individual. Each six months out of its earn-
ings it puts a little aside. There is at present a bill
introduced by the State Banking Department, fathered
by the State Banking Department, which provides
that all banks shall lay aside out of their earnings a
certain portion every six months before they de-
clare any dividend at all, so that it will force all
the banks to accumulate a surplus up to ten or fif-
teen per cent. There never has been a law to that
effect before, but now they think it might be a wise
thing to make into a law what the best savings banks







SECOND LECTURE, MARCH 12, 1913.

THE TRUST COMPANY AS AN AID

By Avrrep M. BARRETT

Treasurer, Guardian Trust Company, New York

litor of “Trust Companies”
razine, wrote a series of articles on Trust Com-
panies, and has so clearly explained the various
branches of Trust Company work that I take pleasure
in embodying some of his papers in this address.
The Trust Companies of the United States sup-
plement the banks, meeting needs that the banks do
not supply. The birth of Trust Companies in this
country dates from the year 1822, and they have
grown in number and power, until to-day they are
probably the greatest factor in our financial world.
Trust Companies enter into the personal element
of an individual, for the powers of the companies are
more diversified than any other financial institution—
they are authorized by law to act as administrator,
ssignée, executor, guardian, registrar, trustee, re-
ceiver, fiscal and transfer agent,

Mr. Luhnow, the
Mag

Executor and Administrator.

As the result of actual statistics recently obtained
from official sources and through direct inquiry, it has
been ascertained that the trust companies of the
United States are administering the affairs and guard-
ing estates valued at seven billion, two hundred mil-
lion dollars. This vast treasure embraces real estate,
sonal property, stocks and bonds, mortgages and
conveyed to the safekeeping of trust com-
panies in accordance with instructions under wills and
instruments of trust for the benefit of heirs and lega-
tees. Among the estates managed by trust companies
are those of jurists, financiers, bankers, capitalists
and men who have left large fortunes. The same care
and precautions with which the great estates are
looked after is directed to the rapidly increasing num-
ber of small estates which are being turned over
to these institutions. The same reasons which induce
the man of large means to have 'a trust company ap-
pointed as executor and administrator of his estate
to guard his family against waste or mismanagement
after his death appeal with equal, if not greater, force
to the man who has only a few thousands or the pro-
ceeds of life insurance to keep his widow and children
from poverty. 5

There have been many important developments of
late so that there is a general awakening throughout
the country that the trust company is the only logical
and safest custodian of estates and trust funds. This
sentiment is largely due to the many disclosures
which appear in public print describing the looting
of estates, mismanagement, incompetence and appli-
cation of trust funds in speculation where such prop-
erty and funds have been placed in the sole custody
of some individual who is surrounded by and yields
to temptation. An examination of probate court re
ords in several of the largest cities of the country re-
vealed the melancholy fact that many hundreds of
millions of dollars’ worth of property, securities and
funds belonging to estates and which have been
placed in the hands of so-called “confidential” or fam-
ily advisors as executors and administrators, have
been lost through needless litigation, incompetent
management or defalcation.

As executor and administrator, the so-called
“modern trust company” represents stability and per-

manence. Unlike the individual executor or adminis-
trator, the trust company cannot abscond, cannot

speculate with trust funds, cannot go on vacations
or render false accounts. The only assurance which
an individual gives is a personal bond which may
prove valueless. Instead of only one man or lawyer
to administer an estate there is a staff of expert of-
ficers, a board of directors, including some of the
most successfu! and responsible business men in the
community, and then there is regular examination by
the State Banking authorities. In many states trust

uri-
for
As executor and

companies are required to make a deposit of s
ties with the State Treasurer as a direct pledg
faithful performance of trust duties
administrator the trust company not only complies
with instructions of the will, but it preserves and
often increases the value of estates through wise in-
vestments, through timely sale of securities or real
estate which may depreciate in value. In fact, the
st company offers all the protection which only an
stitution with practically a perpetual existence can
give and which is not surrounded with the dangers
that beset human life.

The time-honored proverb that “truth is stranger
than fiction” is perhaps nowhere illustrated in so forc-
ible a way as in the cold, dry records of probate courts
of this or any other section of the country. The pa-
thetic and ofttimes tragic circumstances with their
inseparable proof of the frailty and uncertainty of
human life, which these court files contain, rarely
come to the knowledge of the public. These are
stories of the looting of estates, of mismanagement
of estates, ruinous speculation with the belongings
of widows and helpless children. Almost invariably
such records point a moral. They show that when a
man dies and leaves all his property to be managed
by some “trusted adviser” without providing any
other safe agency, that frequently such confidence has
been ill-placed and that such trusts have been be-
trayed. It is possible that the maker of the will
could not have foreseen such happenings.

In former days, before the arrival of the so-
called “modern trust company,” the dying man had
no other alternative than to call in his most trusted
friend to preser his estate in behalf of surviving
members of his family. 3ut the modern institution,
known as the trust company, has changed all this
because of the fact that as a corporation it “lives on
forever,” because it is the most responsible agency
and because it is especially equipped to handle the
affairs of estates most economically and wisely.

Although trust companies have ‘“come into their
own” only within the last ten or fifteen years, there
is much food for thought when it is stated that the
trust companies of the United States now manage es-
tates and handle trusts for the living and the dead
amounting in value to seven billion, two hundred mil-
lions of dollars. This does not begin to include the
amount which they have in their custody. If one
should include the $5,490,000,000 banking resources re-
ported by 1,586 trust companies on June 30th, last,
the 209,000,000 individual trusts and the $25,000,-
000,000 given as the face value of mortgages executed
by corporations as security for bonds and stocks and
conveyed to trust companies in addition to securities
deposited as pledge for the redemption of collateral
trust bonds, the grand total reaches the staggering
figure of thirty-seven billions of dollars. How vast
is this responsibility, carried by trust companies, can
be understood when it is stated that the entire esti-
mated wealth of the United States is $120,000,000,000.

In their work as executor or trustee under will
and as administrator of estates, the trust company
has come to be generally known as “the corporation
with a soul.” Eminent economists and students have
also styled it “the most modern mechanic of Ameri-
can finance.” Still others, with some degree of apt-
ness, have called the trust company “the department
store of finance.” But it is a remarkable fact that
comparatively few people, including business men and
those who are concerned with serious thoughts as
to how they shall make due provision for their fami-
lies after their demise, understand the workings of
the modern trust company. To many people it means
simply the same as “bank.” The facts, however, are
that the trust company owes its success and great




influence mostly to the valuable services which it is
able to render the living and in behalf of the dead.
As executor and trustee under wills it faithfully car-
ries out the wishes of the dead in the way that no

individual stewardship
cause these institutions

able to perform. It is be-
manage estates and individ-
ual trusts worth over seven billions of dollars without
the I of a single dollar that men of large or small
means in this and other communities begin to realize
that it is a “corporation with a soul,” and that it
offers absolute assurance that testamentary instruc-
tions will be carried out. As trustee, it is frequently
called upon to take care of special trusts devoted to
educational, charitable or religious purposes. Special
trusts are created for wayward sons so as to prevent
them from “running through their inheritance.” There
are special “spendthrift trusts,” where trust com-
panies are obliged to keep principal safely invested
and hand over income or interest to the beneficiary
in certain installments. There are instances where
trust companies prevent daughters from making hasty
or ill-advised marriages with men who are after
“dots.” Often the trust company attends to the edu-
cation of beneficiaries under wills. In fact, there are
thousands of different variations of the services which
trust companies render in their daily routine which
shows that tt are truly possessed of “souls” and
come into personal touch with widows and legatees.
They cannot run away with trust funds, they cannot
go on vacations when wanted, they cannot speculate
with such funds or tangle up accounts. Instead of
one man to manage an estate, there is a corps of of-

1

ficers and a responsible board of directors. Every
transaction in connection with estate management

is subject to approval by officers and directors. As
trust companies become more generally known, the
probate records will contain less evidence of defal-
cation, waste and litigation.

Banking Facilities.

Valuable statistics, bearing upon the banking and
economical development of the country, which have
been recently compiled, show that the trust companies
have acquired banking resources amounting to $5,490,-
570,000, and exceeded only by the national and state
banks combined. Twenty-five years ago the trust
companies of the United States numbered only 120
and their combined banking resources amounted to
$441,000,000. They have increased, both in number
and in the volume of their business, at a greater pace
than any other type of banking or financial organiz-
ation. In fact, there has been no development in the
history of American banking which offers any parallel
to the growth of trust companies. Nor is the reason
far to seek. It has been truly stated that the "mod-
ern trust company” meets all the banking and fidu-
ciary requirements in communities, large or small,
more readily than any other class of financial insti-
tution. State laws governing trust companies have
made due allowance for local conditions. The result
has been to make trust companies most influential
in helping to develop local resources, in stimulating
business enterprise and in legitimate financial opera-
tions.

In some sections of the country and especially in
small communities the trust companies devote most
attention to offering banking facilitie Reliable sta-
tistics have also been obtained to show that the enor-
mous gains in banking deposits reported by trust
companie have not been secured by encroaching
upon the operations of national or state banks of
discount. National and state banks have continued
and increased their relative expansion since trust
companies came into the field, and the latter are
recognized as necessary in affording accommodations
which other types of banking institutions do not ex-
tend.

The banking facilities offered by trust companies
differ in many respects from those offered by either
national or state banks of discount. A large part
of the funds of corporations and individuals or busi-
ness houses, where no commercial loans are required,
come to the trust companies. Among the larger and

older trust companies and in certain states no effort
is made to make loans based on commercial paper or
In a number of states, however,

to grant discounts.

the laws permit trust companies to eipher negotiate
commercial loans or purchase commercial paper.

The great increase in banking resources of trust
companies is also in a large measure due to the many
other services which they render to clients, and is an
outgrowth of such business. If a corporation exe-
cutes a mortgage to issue new bonds, it almost always
names a trust company as trustee, a sinking fund may
be provided to pay off obligations as they mature and
balances must be maintained to meet coupon and
dividend payments. Such funds are best carried by
the trust companies, and the corporation does not
lose any interest premiums for idle funds There are
numerous instances where banking facilities are
called in connection with the appointment of trust
companies as executor, trustees under will, as admin-
istrator of estates, guardian, or as trustee under cor-
poration mortgages and reorganizations.

The Trust Company—The Corporation With a “Soul.”

There are incidents, both numerous and pathetic, in
the daily routine and business of the modern trust com-
pany which disprove the general idea that a corpora-
tion has no “soul.” One of the reasons why men con-
fide the administration of their estates to their law-
yvers or confidential friends to act as executor or
trustee in the event of death is the mistaken notion
that the trust company, as a corporation with a great
many duties to attend to, is not able to give the per-
sonal attention or consideration to those who are left
behind which an individual is supposed to render.
Within reecent years, however, there has been a gen-
eral awakening, and men of large or small fortunes
are showing their preference for the trust company
because they have become convinced that this kind
of an institution not dnly gives careful and mpa-
thetic attention to every detail in the management
of an estate, but also offers the greatest degree of
safety and wise handling of property. The successful
manner in which trust companies have acquitted
themselves in the management of estates and trusts
of various kinds has been one of the causes for this
change. But perhaps the strongest reason is supplied
by the great number of exposures of cases where men
betray their trusts, abscond with the funds left in
their care for widows and children or yield to the
temptation to speculate.

There are many reasons why a trust company
succeeds in the administration of an estate where an
individual executor or trustee is apt to fail. The
criminal and probate records of this and other states
reveal almost daily the fact that women and children
are at the mercy of an individual executor, that es-
tates have been looted, that funds have been used
for speculation and accounts juggled because there
was no one to question or supervise such administra-
tion. On the other hand, a trust company cannot
die, it cannot run away with trust funds, it cannot
speculate with such funds or misappropriate them. In
the first place, there is the assurance which comes
from having an experienced staff of officers and a
board of directors, composed of leading busines
The capital and surplus of the trust company is a
“protection” fund. The State Banking authorities
make regular examinations and require reports. There
is “collective” experience, ability and management.

The trust companies in the United States have a
vast treasure in their custody exceeding in value $35,-
000,000,000, which is more than one-fourth the entire
wealth of the country, more than one-half of all cor-
porations in the nation, and $14,000,000,000 more than
the combined banking power of all the national and
state banks in the United States. More than 000,-
000,000 of this amount represents the value of estates
and trust funds turned over by the individuals. In
(‘rn'l_\' three instances where trust companies have
failed during the past fifteen years has there been any
loss of trust funds. In each case the amount has
been insignificant.

L The average patron of a bank or trust company
little knows the multiplicity of services performed by
trust _mmp:mir-s. and how great is their influence for
good in a community. Besides safely handling trust
estates, they manage property, collect rents and at-
t(‘ﬂ("i to insurance premiums. They act for fraternity,
social, religious and benefit societies as treasurers and
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take over insolvent concerns as re-

liguidation agents. They often manage
siness or manufacturing concerns, and by
ement put them on a solvent and paying

are appointed by feder
: the affairs of bankrupts,
all parties concerned are impartially
distribution of assets.

These and many other valuable services the trust
compani render, which enter into the eve life
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of individuals and meet the requirements of business
establishments or corporations, and as the 1:1.}11~
comes more and more to recognize and appreciate
these services, the trust companies come more and
more to fill the place in the community to which they
are entitled by virtue of their varied forms of useful-
ness.

Quaint and Curious Duties Performed by Trust
Companies.

Incidentally,

service, there

related which

in connection with this personal
are many curious and remarkable facts
make the daily routine of the trust
company officer one of constant interest. He is called
upon to do many things which prove that the cor-
poration which engages his services has not only a

“soul” but a heart and human sympathies as well.
In the underground safety vaults of one of the
lax trust companies there is a so-called “tomb of

departed spirits.”
ceptacle

There are no less than twelve re-
steel lined and under lock, where the ashes
of deceased clients are kept in silver or golden urns
for safe-keeping and where future generations may
express their reverence. The same trust company,
like many othe has an employee whose duties in-
clude the preservation of cemetery lots and monu-
ments. In other words, it performs duties which
testators preferred not to entrust to individuals or
relatives. Many wills have been written in which
trust companies have been instructed to “keep graves
green,” to see that monuments in graveyards are
maintained in good condition. They set aside a cer-
tain income from their estates which are conveyed to
the trust companies for this sole purpose, and their
experience with trust companies has been such that
they felt their wishes would be more faithfully fol-
lowed than if any relative or friend had such a com-
mission.

In one of our large cities there is a so-called “old
line” trust company which stands for everything that
is conservative and dignified. The building in which
its busine is conducted resembles the interior of
some old English cathedral. This trust company han-
dles a vast number of estates, with a combined value

SS

of nearly $200,000,000. In connection with the admin-
istration of the estates it is called upon to perform
many varied duties.

How Trust Companies Protect Women From Financial
Loss and Against Fraud.
It has often been stated that the

average woman

is pathetically helpless in financial or banking af-
fairs, is an easy prey to fraudulent or designing peo-
ple.

The trust company is peculiarly fitted to guard

the interests of women. This is not only true where
a woman opens a savings account or a checking ac-
count, but especially where she is deprived of the sup-
port and protection of her husband and where an es-
tate has to be cared for. Millions of dollars’ worth
of property and securities have been rescued from
the clutches of unscrupulous men because women
have come to the officers or the woman manager of a
trust company and related some incident in the man-
agement of her estate and income which started in-
vestigation

In the City of Chicago recently a woman, deep in
mourning for her deceased husband, entered the doors
of a trust company and asked for someone to advise
her. She told a pitiful story of how the sole execu-
tor of the estate left by her husband sent her an
accounting showing that a number of debts had been
discovered, contracted by her dead and, which
practically represented the value tate and left

her penniless. She was directed to the trust officer,
who by degrees ascertained the real condition, ob-
tained power of attorney and had the offending execu-
tor brought to court for a truthful accounting. The
executor obtained knowledge of threatened proceed-
ings before the summons was served, took what cash
was available and disappeared

But the trust company of greater rvice to
women not only in detecting and preventi such
frauds, but in safely managing the propert and
sources of income of an estate where it is appointed

executor or trustee under the will. It is this assur-
ance of safety which accounts for the fact that the
custom is growing of having trust companies ap-

]mm[« d to execute wills, to handle trusts and admin-
states left to widows and children. A visit
trust department of any large trust company
veals the fact that the women patrons who come
advice and assistance largely outnumber the

callers. For the trust department deals mainly with
estates left by the husband or father to wives and
children. As a rule, the woman who finds herself be-
reft of a husband’s protection, knows little of the in-

to
re-
for
men

tricacies of the administration of estates, the care of
titles to real estate left to her, of securities including
bonds and stocks and mortgages She is peculiarly

liable to deception and to fraud. \\ hen such property
is left in trust to an individual, some personal or con-
fidential “friend of the family,” there comes the dan-
ger that such trustee or administrator may yield to
temptation, speculate with the funds in his sole con-
trol, manage property for his own interests and make
false statements of receipts and expenditures The
probate, civil and criminal courts are congested with
litigation involving the betrayal of trusts by individ-
ual trustees, executors, guardians and administrators
when property or estates have been left to widows
and orphans. Frequently, the beneficiaries accept ac-
countings without question, have no suspicion of
wrongful use of their funds and make no request for
court accounting until all the funds of the estate are
stolen or wasted. Nor is there any guarantee that
such individual fiduciaries are competent, able to se-
lect sound investments or preserve the value of the
property, because there is no one to question his meth-
The daily newspapers contain accounts almost
daily of tragic sequels of betrayal of trusts where
women and children are deprived of all their earthly
possessions because of the helplessness and innocence
in financial matters.

While the so-called “woman’s
modern trust company is largely provided to encour-
age the opening of savings accounts among women,
it is also instrumental in bringing patrons to the trust

department” of a

department, which attends to the more complex af-
fairs of estates. Many women are afraid to enter
the bank or trust company because of the fear of
betraying their ignorance or because they believe
their small savings would not be accepted as the
basis for accounts. It is likewise true that the aver-
age woman prefers to conduct the preliminaries in

opening relations with a bank or trust company
through a woman rather than with the man behind
the desk or grating. In one of the leading trust com-

woman's department” is con-
who related many
advantages of having special facili-

gentler sex. She says:
women come to me and tell
so little after providing

panies in the West the “
ducted by a middle-aged woman,
instances of the
ties for members of the

“Very often I have
me that they are able to save
for necessaries that they would be ashamed to take
their little hoardings to a bank or trust company.
When one is told that her small balance will be very

acceptable, that there will be no embarrassing pre-
liminarie she is amazed, and goes away happy after
opening her little account. One young lady took her
first position three years ago and to-day she has a
savings account of over $1,000. -Men have come in
here and opened accounts for their wives to pay fam-
ily expense bills. Others have come in and opened
accounts for their daughters. I meet with all kinds
of curious situations. One woman came in and after

writing a check and signing it, decided to make out
another for a larger amount. She went away, leaving
the first check on the desk, where I found it and im-

mediately destroyed it.”




Treasurer for Societies—Protecting the Funds of Fra-
ternai Societies, Lodges, Charitable and
Educational Institutions.

Within recent years the defalcations by custodians
of the funds of fraternal societies, lodges charitable
and educational institutions have steadily decre:
Tragic circumstances often followed the exposure of
such betrayal of trust. It was found that funds of
such societies and institutions had been used for spec-
ulation and more often had been wasted through bad
investments or incompetent management. The old
proverb, “everybody’s business is nobody’ %
was illustrated in a lamentable way by the manner in
which fraternal and charitable organizations have
been deprived of their funds.

The fact that the courts record a less number of
such violations of duty is due almost entirely to the
growing custom of having trust companie sume all
the obligations and burdens in connection with the
finances of fraternal, educational and charitable or-

izations. The logic of this policy has also been
appreciated by church and religious organizations. In
a number of cities the funds of religious organizations
are deposited in trust companies and all the duties of
receiving moneys and expending funds for the sep-
arate church, social, hospital, missionary and educa-
tional institutions are distributed through such agency.

This work is a comparatively new departure in
trust company servi A large number of such
companies have established special departments and
equipments to handle such duties. The method most
frequently emplo is to appoint the trust company
as treasurer, in effect, of the lodge, fraternal or chari-

sed.

b1

table institution. Often the treasurer appointed by
the lodge or institution is a very busy man and he

is glad to turn over the books and all financial de-
tails of his office to the trust company. This relieves
him of the actual work while at the same time he may
supervise the transactions that call for more per-
sonal attention. Where it is a lodge there are initia-
tion fees, dues and assessments to be collected and
payments are to be made to widows and children in
accordance with death benefits. The trust company
attends to all these collections and disbursements.
An important feature is that no bond is required of
trust companies while a personal treasurer must give
a bond and the cost of it is usually met by the society
or institutions for which he acts. In the case of edu-
cational institutions there may be endowments to pre-
serve, including investments. It is easily to be seen
that a trust company which has so largely to do with
investments, is able to select better and more profit-
able investments than an individual. The trust com-
pany also attends to all financial duties in connection
with operating expenses of educational and religious
buildings, collecting rents, attending to repairs, etc.
The successful and safe manner in which trust
companies handle this kind of work is inducing quasi-
public and fraternal organizations to wutilize their
services more and more. Not only is there the pos-
sibility of misappropriation of funds by an individual
treasurer, but he may also be a man who having his
own important affairs to look after, therefore has not
the time or the necessary facilities to perform his
work economically or with accuracy. Where trust
companies have established special departments un-
der the management of an expert, the work is done
with expedition and with saving to the society or in-
stitution for which such services are performed.

Real Estate Department—Acts for Living and in Be-
half of the Dead.

The wage-earner who uses the savings of a life-
time to purchase a home and the rich man who in-
vests extensively in first mortgages on improved real
estate are especially liable to suffer losses because of
the many opportunities which unscrupulous agents
might employ by manipulating abstracts, certificates

, of title or through speculation. The records of the
civil and ecriminal courts of this city reveal many
cases where such frauds have been committed. For
every one such case which comes to public knowledge
there are scores which are never brought to the light
of day. It is just this condition of affairs which has
induced owners of real estate property, investors in

real estate mortgages and the humble wage-earners

to employ the reliable and safe \y‘hich trust
companies of ti and other cities now offer. Prac-
tically eve up-to-date and successful trust company
now conducts, in connection with its tru banking
and other departments, a full-fledged real estate de-
partment in charge of an expert who knows all about
local land-values al estate law and has a corps of
trained men at his command.

The real estate department of a trust company is
not a recent departure in trust company work. But
it is only within recent years that the people who have
to do with real estate affairs have begun to appre-

ciate the service it renders. Instead of one agent
passing on important real estate transactions, the

soundness of loans made on mortgages, or the valid-
ity of titles and valuation of property, the real estate
manager in a trust company has the benefit of advice
from the -various executive officers and the members
of a board of directors who must nece sarily be
some of the most successful and responsible men in

the community. It is, therefore, natural to suppose
that, where real estate property is conveyed to the
care of trust companies either as agenis for owners

who are living, or as executor, trustee under will and
administrator of estates, there are many advantages
over the individual.

Trust companies, through their trust and real es-
tate departments, act not only for the living but also
in behalf of the dead. Time and experience have
proven that in all transactions which require faithful
and extended service the corporate trustee, living on
forever from generation to generation, excels the in-
dividual, who may abscond, become ill, die or prove
incompetent. Through the real estate department the
man who has acquired a fortune and v 1es to rest
upon " the fruits of his labors, may be relieved of all
burdens growing out of the real estate holdings. The
trust company attends to the collection of rents, to
making repairs, to finding new tenants for vacant
houses, to renewal of insurance policies when due, to
payment of taxes and interest to holders of mortgage.
It keeps: careful accounts showing exact income and
expenditures on every piece of property so that at
any time the owner may know if it is profitable or
otherwise. When the trust company is appointed
agent and obtains the lease, it ascertains if assess-
ments have been properly made and often secures a
reduction in the appraisement. It prints lists of
houses for rent and has special opportunities for
quick rental of vacant houses. This applies not only
to residential property but also to factory sites, busi-
ness blocks, stores, ete.

It follows almost as a matter of course, where the
owner of real estate has transferred the case of his
property to the real estate department of a trust com-
pany and learns how economically and faithful all his
wishes are fulfilled, that he makes a will in which he
appoints the trust company executor or trustee and
administrator of his estate. He is assured that in the
event of his death, the trust company will continue
to manage his real estate property as well as his
personal property with the same fidelity as if he were
alive, for the benefit of his wife and family. Where
the trust company is consulted in the drawing up of
the will, the power is usually given to the trustee to
s:-l! real estate or personal property at its discretion.
It is a common occurrence with trust companies that
they save estates in their keeping large sums of the
money by disposing of property before it depreciates
in value. In such cases, the trust officer and the real
estate department manager work hand in hand. They
have expert appraisers who know in advance whether
real estate is going to depreciate. In one instance, a
local trust company recently saved an estate $20,000
}w_\’ selling a business block belonging to an estate in
its charge, although the beneficiaries were at first op-
posed to the sale.

[n' connection with the real estate department
there is frequently a title department where validity
n_f .ti_tlos are confirmed at lowest cost. It has also fa-
cilities fm" securing the best real estate mortgage
loans for investors, either for those who want this
kind of security or for investment of trust funds in
their care. Because of these and other features, the
real qstnto department of the Trust Company is com-
mending itself more and more to those who may have
need of the service it renders. :




THIRD LECTURE, MARCH 19, 1913.
THE COMMERCIAL BANK AS AN AID

By O. Howarp WoLre

Secretary Clearing House Section, American Bankers Association

STATEMENT
of
CONDITION
“THE COOPER INSTITUTE NATIONAL BANK”
March 19, 1913.

RESOURCES,

The bank’s source of income. Money loaned at in-

terest, usually payable in 30, 60 or 90 days. Bonds Liogns and Discounts ..s.ssvessss
and Investments can be sold by the bank and con- Bonds and Investments .....
verted into cash on short notice. |

Money invested in the bank building, vaults, desks, | Banking House¢

ete. Furniture and F 50,000
The “Reserve” money. The proportion of this amount 00
: > ° ! S Gre oS . @ash - raults 800,0
to deposits is fixed by law, and varies in different | £2@Sh 1IN ¥ > aES . oenoonens el e 5 o .),(:E,(U’S
classes of banks. ) Cash due from other Banks ........ccceevas i
Such as amounts due from U. S. Treasurer, ex ( . =0
o Y : ;e S Other SOHONUTCEE. oo aindassnsvisensdesaatahe - 20,0
for the Clearing House and sundry cash items. (SO BRI S 159,000

$6,400,000
LIABILITIES.

The shareholder’s money invested in the bank. Any- |
one may become a shareholder by purchasing the |
stock of the bank. Amount of capital fixed by law Surplus (earned)
according to size of city. |

$500,000
500,000

Capital Stock (paid

Depositor’'s money. Banks also redeposit money with |
one another for the purpose of reserve and collecting ‘
checks. )

Deposits (due to individuals) SRR 4,000,000
Deposits (due to banks) ........ccvee....0 1,000,000

These are the Bank’s “promises to pay” secured by :L)

deposit of bonds with the Treasurer of the U. S. They L oirculating N 300,000
are redeemable in cash on demand. The amount can |

never be more than the capital. |

Such as unpaid dividends, amounts reserved for taxes, {
re-discounts, etc. Other LIabllitles . scvsiioveasisneasmniessenvane 100,000

6,400,000

<

In addition to the Loans and Discounts the depositor may look to the items ywn below as absolute
ecurity for his money. This is not the exact method of liquidation, but it is a practical illustration of the
safeguards thrown about the depositor.

The Law requires National Banks to issue at least five statements annually on dates named by the Comp-
troller of the Currency.

APt SEOCIE o vvin e & s/6re G oti s viasls dile or e SpIRie s wio w9/ 6/so0ip s & NV NB6 0 0hel o8 Sine s

The Shareholders may be assessed an additional ........ 500,000
SIrPIUS FHDA ) - e ns s dichsmnsnass ssionsesssss . 500,000
Cash in Vault and due from BanKE . ccreiass sonssess sadanivs . 1,000,000
Bonds (less amount to secure circulation).........veveinessseereess .. 900,000
Other Resources ....... S L T S TR SR L 150,000
BN DR U EIONEE Lo 5 L v e w i el dansrets £ ol ome' s Sl Sl A et v e e b e R e 5 vees 200,000

Printed and used as illustration in connection with Third lecture

Of all the great institutions that s the peo- and the thin we do not understand we are always
ple, such as railr s and colleges, churches suspicious of. That seems to be human nature. I
the pos newspape and, if you pleas shall try to-night, to explain in as simple terms as
the bank = we know least of all about bar I can command, something of the business of bank-
I recognize the fact that there exists in the minds ing from the viewpoint of the Commercial Bank; not
many people a sort of prejudice against bank a exactly a lecture on banking, but an attempt to show
tendency to regard them in some way unfriendly you to what an extent the Commercial Bank is de-
or opposed to the inter s of the great ms s of pendent for succ on the thrift of the people of a
common people. This is no new thing; it extends all community and how in turn, the Commercial Bank
through our e tory, and while it is fast 3 gives back to the people, directly and indirectly, the
i ; ent in no uncertain degree. full benefit of their industry and savi

pearing it is st » o,
Why is this? I believe it is largely due to the If we were to go into an orcl d, we would
fact that we know little about the banking business naturally think of apples; if we were to step into a




ra ..umd station, we would think of engines and trains
and And so as we start to talk of bankKir

our immediately turn to thoughts of money.
Did yc er stop to think how little you know about
mor ciate your smile at that question;
very few of us care to know any more about money

than how to get it. Yet much of the lack of knowl-
edge of business in general, and banking in particular,
and indeed many misconceptions of what constitute
the better things of life are based on the general
1orance of what real money actus 1]1\ is. We know

what Avill\ it/do for us, how hard it to get it or
to get along without it, but what it is and why it
is, few of us know—and it is a subject not taught
in the public schoc as it ought to be.

Money has little or no value itself. It is of bene-
fit only when used. Money is not wealth, but is the
medium through which we exchange wealth. Wealth
may be defined as anything wherewith we supply our
wants. Food is wealth, clothing, education, recreation
and, in fact, anything is wealth that tends to increase
happiness or lessen pain. You will note that money
in itself does none of these things. We cannot eat
it, wear it, or derive very much pleasure merely from
looking at it.

It is not money, or the medium
metal, such as gold.

necessary that
of exchange, should be made of
The Government has taken twenty-three grains of
fine gold and labelled it “one dollar,” It might just
as well take a bushel of wheat, tie it up in a sack
and call that “one dollar.” Or it might take twenty
pounds of sugar and call that “one dollar,” or, in fact,
anything which man uses, but if our money consisted
of such bulky articles, it would not be convenient
to handle. Furthermore, it would be perishable, and
could not be stored up easily. Therefore, all Nations
of the earth have long since decided that the best
substance which we may use for money is gold. First,
because it is very durable and does not rust or wear

out easily. Second, it is hard to counterfeit. Third,
it may be divided into any number of parts without
lessening the value of it. Fourth, it may be easily

carried, and finally, it does not exist in too abundant
quantities

We can best illustrate the qualities that the value
of money depends upon by a simple example. Let
us suppose that some well-known scientist should
discover a cheap method whereby common clay could
be turned into gold. Gold would at once lose its
value as money. Everyone would stop working, sup-
ply himself with a few tons of clay and set about
turning it into gold, which he could neither eat,
drink or wear. We would then have to search about
for some other thing of value, something that man
wants, and use that money. Real wealth, then,
must not be confused with money, which is merely
the medium through which we exchange our prod-

ucts. Nor must money be confused with capital.
Money is not necessarily capital any more than
money is labor or money is land. We speak of the

capital of the subway, for example, as so
millions of dollars, but we do not ride
New York on dollars. We use cars, which run on
These are the real capital, but for con-
we speak of them in terms of dollars. It
seen, therefore, that money is of use to man
as it worlk
Nor is it necessary that we
is represented by

many
up and down

tracks.

venience
will be
only

have as much actual
other values. For ex-
: that lhi~' unlhn- is worth $200,000;
automobile costs $5,000; the ocean-liner,
$5,000,000; the watch which you carry in your pocket
$20; and so on. The amount of money which any
nation, or individual, needs depends entirely upon
the number of times he t les, or makes exchanges,
with other people, and inasmuch as we are not buying
building automobiles, ships, watches or clothing
every day, it is not necessary, therefore, that all
these forms of wealth be represented by an equal
amount of money. It is important, from the start,
that we keep this distinction very clear, because
most of the evils that befall nations in such c S
as bank failures and panics and all the other evils
that may be traced to them, have at their base this
misunderstanding of what wealth is and what money
is. We are apt to envy such men as Morgan and

Hetty Gréen, because
all gotten tired of the
man is not any hap-

friend
You have
“a wealthy

Rockefeller, and our
they are so wealthy
common saying that

pier than a poor one,” yet this is entirely true, Abc—
the wealthy man can put no more food into
stomach, wear no more clothes, breathe no more
air, or enjoy no better health than the poorest man

which he has is of wvalue
so doing gives work

The money
as it works, and by

among us.
to him only
to others.

There is a kind of wealth which we may call
surplus wealth. This, too, is a very important item

onal welfare, but on account of

not only in our per

its influence in the development and progress of
civilization. Every one has in him the power to
produce more than he needs of any one thing. The
farmer, for example, can, in a ngle season, raise

enough wheat or potatoes to last him for ten years.
The shoemaker can make enough shoes in one day
to last him a year. The housewife can bake enough
bread in one day to provide herself with food for a
month, and the coal miner can take enough coal
from the ground in an hour to keep him warm all
winter. It is plain, therefore, that whether we are
producing food, or whether we are engaged in manu-
facturing articles necessary to man's welfare, what-
ever we do, no matter in how humble a sphere, we can
always make, or do, more than is necessary for our
own existence. It is this characteristic that dis-
tinguishes the civilized man from the savage—this
habit, or instinct, to produce more than is necessary
for temporary needs. The savage kills enough game
to provide himself with skins for clothing and meat
for himself and family, and lives from day to day.
He provides nothing against the future and his life
is a constant struggle.

Surplus wealth, however, is of no use to the pro-
ducer unless he can exchange it for the surplus wealth
of some other man. For example, the shoemaker
has produced five pair of shoes, and the farmer has
produced many more bushels of wheat than he can
use. Each wants to exchange with the other, but
it is not easy for the shoemaker to hunt about for
a farmer who wants shoes, so he converts the surplus
wealth into money and the farmer does the same
thing with his wheat. Thus you see that if we are
to have money, it is necessary that we produce
something in some form or other. In short, money—
good money—always represents work, or the product
of somebody’'s work. It happens that some people
are so fortunate as to have money given them, they
inherit it or come by it in some manner without
working for it, but if you trace it back you will find
that it originated in the sweat of somebody’s brow.
light here let me state the fact that work of the brain
is just as necessary and important as work of the
hands, and it usually receives better wages bhecause
it is more rare and, hence, more valuable.

After we have worked or produced something for
which we have received money, we use a part of it
to provide ourselves with our needs and we have
remaining as much money as represents our ability
to produce surplus wealth. ~“With this surplus money,
we can do one of two things: we may spend it, or
we may put it to work for us. Let us see how this
may be done.

If we should walk along Broadway or any

of the

busy streets of the city, we would pass rows and
rows of stores and shops, all filled with goods for
sale. We might ask ourselves where did all these
store-keepers get the money to pay for their coun-
ters and shelves full of shoes, dress gooc groceries,

cigars, and a thousand and one other articles. Well,
they have bought a part with their own money, but
most of the goods they have bought with the money
they expect to get from future sales. In other words,

they Ah“"" bought their stock with credit, with a
promise to pay at a lutu‘ date. The farmer plants
his crop in the spring; he must buy seeds, pay for

labor and keep his own family in food and clothing
till the fall, when his wheat and potatoes are ripe
and can be sold. He, too, secures the things he needs

with credit, his promise to pay when he can sell his
crop.

So you see our population consists of two sets,
of people,

or groups, those who have some surplus




money which they don't need for the time being, and
another class who need money to conduct their busi-
ness which they will pay back after they have sold

their produce. Now, if every man who wanted to
borrow money in business had to search about for
some one who had just the right amount to loan,
we would not be able to do very much business.

Furthermore, lots of people who might have money
to loan wouldn't know if the man who wanted to
borrow it was a safe person to loan money to. And
so we have the Commercial Bank, a place where peo-
ple who have money to loan put it on deposit in one
common fund, and the people who want to use money
for a limited time can go there and borrow it.

The name “bank” signifies a heap or a mound
and is almost the same word we use when we speak
of a cinder bank, that is, a pile. In the earliest days,
a bank was a place where people stored their money
for safe-keeping, and they later took back the iden-
tical money they had deposited. Later it was recog-
nized that this money so stored might be set to
work while waiting till its owners had use for it.
And so from small beginnings the banking business
has developed until we have many different banks,
differing both in size and functions. In this coun-
try there are three main groups of banks:

The Savings Bank,
The Trust Company,
and the Commercial Bank,

which may be either a state or national institution.
You have already heard of the first two, and I shall
try to explain about the Commercial Bank.

Commercial Banks are organized under either
state laws or national laws, and are known as State
Banks or National Banks. The chief difference is
that one is supervised by the State Banking Depart-
ment, and the other by the National Government.
They also differ in some states with respect to reserve
laws; laws permitting them to establish branches
and in the kind of investments they may make. There
is also the distinction of circulating notes which we
will mention later.

Perhaps we can best understand a bank by re-
ferring to the statement a bank issues from time to
time. You will find it divided, one set of figures
under the head of “LIABILITIES,” or what the bank
owes, and the other set of figures showing the “RE-
SOURCES,” or the money the bank has to pay its

debts. The Resources are the assets in the posses-
sion of the bank and the Liabilities show to whom
these assets ultimately belong. The first debt the

bank puts down is its Capital. This is the amount
of money the bank has received from its share-
holders. It is usually followed by an item called the
“Surplus,” which is money set aside from the earn-
ings to provide security for the depositors in case
the bank should be unable to collect some of the
money other people owe it. The next item is “De-
posits,” which represents the money that people have
placed with the bank that it may be set to work.
Then if it be a National Bank, you will find another
item in the statement known as “Circulation.”” A
National Bank is required, by law, to purchase a
certain amount of Government Bonds, that is, it is
compelled to loan a certain amount of its Capital to
the Nation. You have all seen bank notes, paper
money on which it is stated that a certain bank will
pay to the bearer on demand the face amount of
the note, which promise to pay is secured by a de-

posit of United States Bonds. If the bank should
fail to pay these notes, the Government would sell
the bonds and use the money to redeem the bank
notes.

These are the main debts or Liabilities of the
bank. To pay these, the bank has certain Resources.
The first is the Loans. These consist of the various

sums it has loaned to people who have come to bor-
row. Here is where the bank uses its specialized
knowledge. Borrowers can only secure loans if their
credit is good—that is, if the bank believes that they
will pay when their notes, or promises to pay, fall
due. Every Commercial Bank has a credit depart-
ment whose duty it is to know all about every firm
or individual doing business in that community. The
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bank takes great precautions in making loans, be-
cause it is loaning out not only its own money, but
its depositors’ money as well. At times, the bank will
require that the borrower put up some collateral, or
security, for the loan, but generally the money is loaned
on faith or credit. I have said, earlier, that anything
that has value may be used as money. For example,
we: might v subway tickets in small guantities in
place of nickels. 3ut why would a man accept a
subway ticket as a five-cent payment? Because he
believes that the subway will carry him home. In
other words, that ticket is a promise on the part
of the subway, to carry you up-town wherever you
want to go and you will accept that promise at its
face value so long as you know the subway is work-
ing. You see, we cannot get away from the word
“work”—money—credit—work, all are dependent upon
one another; try to dodge work as we will

A bank could not loan money and thus earn a
profit, were it not for the fact that not all its de-
positors want their money at the same time. How-
ever, to meet the demands of some of the depositors
who may withdraw their funds without notice, the
bank is required by law to keep a certain percentage
of its deposits on hand in cash. This is called the
Reserve. These, briefly, are the main items that
yvou will note on the bank statement.

One of the greatest services that the Commercial
Bank renders the public, and a service with which
yvou are all familiar, the system of using checks,
which makes it unnecessary for you to carry large
sums of money about with the risk of loss. If you
have some money in a bank, and wish to pay a bill
to your coal-man, or butcher, you may write an
order on your bank to charge your account and pay
a certain sum to whomever you owe. It is not neces-
sary for you to step outside your door. This order
we call a bank check. You may be surprised to learn
that of all the tremendous volume of business of all
kinds done in the United States, only five per cent.
of it is done with actual money. The rest is done
with these convenient pieces of paper, called “checks.”

I could not possibly describe to you the complete
detail of the work which the bank performs in mak-
ing possible this great labor-saving device. Millions
upon millions of checks pass through the 28,000 banks
of this country every day, representing payment for
goods bought in every section of the country. The
development of the railroads and the increase of
banking facilities make it possible for us to buy
goods at great distances, and we need not send the
actual money in payment. We use checks instead,
and the banks perform all the labor of accounting
and settlement. These checks cause fully ninety per
cent. of all the expense a bank is put to so far as clerk
hire, stationery and postage is concerned. Much of
the work is lessened by the operation of Clearing
Houses.

I have described the two most important functions
of the Commercial Bank, that of loaning money and
that of enabling business to be conducted, and pay-

to be made without the actual handling of

s and coins. There are many other functions;
such as conducting a foreign exchange department
which means the settlement of trade balances be-

tween nations, but these other functions of a Com-
mercial Bank are secondary to the main purpose,
which is to facilitate the transactions of commercial
affairs. Without the Commercial Bank, we should
at once go back to the dark ages when every man
had to provide for all his own needs and trade and
exchange were practically unknown.

Before bringing this discussion to a close,
might be well to refer to one thing which every
bank, as well as every individual, dreads, and that
is a panic. Perhaps some of you do not know just
what a panic is. It may be defined as an unreason-
ing fear that takes hold of people, and makes them
want to get hold of all the money they can and hold
on to it, for fear that something may take it away
from them. The banks are the first point of attack,

it

and the depositors at once begin to withdraw their
money. This does damage in two ways. First, it
makes it necessary for the banks to call upon all

people to whom they have loaned money to pay at
once, which seriously embarrasses many sound busi-
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FOURTH LECTURE, MARCH 26, 1913.

THE INSURANCE

COMPANY

AS AN AID

3y Winriam H. Horcukiss

Formerly

e good

months, laid asi no store for t
nd, when that season was severe,
ble, they died before the pri
111y blotted from the earth by their own improvi
nce The hand-to-mouth wage-earner of this in-

ustrial age, in whom there is no

cne whit from the savage of P:
Insurance 1 been well defined
means of i a certain advanta

certain event.” ou will note the ad

definition. A present means; that is, means which
is present now to all of us. There are hundreds
of companies in the various fields of insurance, all
offering 1 policies, and all thus offering us that
present means. t, insurance r in ob g
a certain advan for that in which does

not provide certainty of payment not insurance at
all. It is a sham and a fake. Then, ag: , there
must be an uncertain event. The event what we
call the hazard It may be uncertain in pc of
time. as in life insurance; or it may be uncer as
to the happening itself, as in fire or accident in-
surance; but it the uncertainty of the event
against which 3 eek indemnity. I deem it, there-
fore, proper to read again the definition already
quoted: “Insurance is a present means of obtaining

a certain advantage over an uncertain event.”
Now, insurance is essentially a wagering con-
tract, Most wagering contracts are thought con-
trary to public policy and are frowned upon by the
law and by the courts. Not so with this kind of a
wagering contract. If you take a life insurance pol-
icy you bet with the company that you will live a
shorter time than the company bets you will live., If
vou take a fire insurance policy, you bet with the
company that yvou will have a fire and it bets that
you will not—and so I might continue through the

various fields of insuran indemnity. In England,
they have companies which will insure you on a bet
on your part that it will rain on a certain day and
they bet on their part that it will not. Indeed, there
are recorded instances abroad where the insurance
entity of which I now speak—DLloyd’s, London—has
granted a policy to a prospective father against
the hazard of twins. (Laughter.) There prac-
tically nothing that Lloyd’s, London, will not bet with

as

is

vou about, that i insure you against, and yet it is
one of the greate insurance entities on the globe.

That you may get a concept of the vastness of
insurance, as a tem and as an agency toward
thrift, I call your attention to the various Kkinds
which can be written in this state. Here, we do not
permit insuranc against twins, nor do we permit
insurance rain; but we do permit most

of the kinds of insurance indemnity commonly de-
manded by the people.

Generically, there are two kinds of insurance—
property insurance and human insurance. Included
in the former, is that great field, fire insurance. It
is, of course, the indemnity granted against the haz-
ard of the element of fire. Then, there is marine
insurance; which indemnifies not merely the owner
of the ship against its going down when at sea, but
also against various hazards that may happen to the
ship or to its cargo or to its master and sailors, not
merely while at sea, but even when the ship is tied
up in port. And then there is automobile insurance;
and I have no doubt, very shortly, we will have aero-

Superintendent of Insurance, New York Stat
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ance hat is, vinst disability due to
sicknes Akin nt insurance, and akin
to the ri lia ity insurance, now
fast becoming c yensation insurance.
And, beyond all is public liability. And,
S further is fidelity insurance, which takes

the form of bonds While, in the future, we
1ay 1 insurance against unem-
s well a y due to old age.
and othe inds of insu

have to do with the s of the human being
each of them is t a present means of obtaining
a certain ad over an uncertain

These Vi tinds of insurance are this
country written almost exclusively by corporations.
Of these corporations I shall speak more at length
later on. But, bear this in mind, that insurance it-
self is not a hidden mystery, as some people seem
to think it. It amounts to the regation
together of a f through the relatively minute
contributions of large number 4 with
the understanding mong all of butors
that one of ther ers an injury or a he «
take out of that a sum proportior to his
coniribution and thus compensate himself for the
injury or the 1

Insurance is found in its simplest form in the

gran insurance societies. There are hundreds of
these in the United States; indeed, in the State of
New York there are several made up of the inhab-
itants of and-operating only in a single township,
the contributors to the fund, all farmers, agreeing
with one another that if, say, the barn of one burns
they will all respond to an assessment at a definite
rate, usually depending upon the amount of insur-
ance that each of the contributors has, say, on his

own buildings, to the end that the loss of the farmer

whose barn has been burned shall be made good.
And from this simple form of neighborhood insur-
ance property insurance of all kinds has been de-
veloped.

Some say that insurance is now an exact sci-
ence. Indeed, there is nothing more exact than the
actuary’s tables in life insurance. The actuary
tell you with the exactitude of a mathemat
how many men in, say, 100,000, all of the age of
twenty-eight, will die in a given period. The actu-
ary’'s tables are at the basis of life insurance. Of

course, there are changes in them from time to time
due to improved sanitary conditions and thus a re-
duction in the death rate, but the actuary is the
scientist of life insurance. In that field insurance

is essentially an exact science.

Not so in the fire insurance field. I need only
refer to the San Francisco catastrophe and to what
is happening in the 1iddle west at this moment
to indicate the so-called *“‘conf ation hazard.”
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A f lds of property

rom

se fields
nsurance
re is the life field, to whi one ar-
ssigned; second, the fire field; third,
the marine fi fourth, the casualty field inclusive
of employers’ liability, public liability and fidelity
bonds; fifth, the fraternal field, that is human insur-
ance through fraternal societies; sixth, the S
ment field, that is where the company assess
members to make up the loss met by one; and in
addition there are the town and county co-operative
fields, made up of small companies doing business
in agricultural and village territory; and then finally
there is the Llovd's field. (A voice: “Speak about the
corruption.” Mr. Hotchkiss: “I will speak about that
later. I have had something to do with investigating
it, so can speak from some experience.”) These dif-
fering fields of insurance have been so arranged be-
cause in ch there must be a different kind of re-
serve. That is the reserve which the life company
puts up against its liabiliti is on an entirely differ-
ent basis from that of the reserve a fire company puts
up, and so on through all the fields. Hence in this
country we do not allow a life company to do a fire
business, a fire company to do an accident business,

rious ar

and so on.

For the purpose of this occasion, rvm'ticul(\r_l_v
in that I fancy most of you are more interested in
life insurance than you are in insurance of any
other kind, I will in whatever is hereafter said, and
unless I specify to the contrary, speak only of life
insurance, :

Life insurance is really death insurance, that is
it is insurance against the hazard of death. In this
State it is done by various kinds of 'corporations.
First, the legal reserve life insurance companies
second, the fraternal societies, third, the assessment
associations, and then the trade and industrial mu-
tuals, for instance those in the department stores
and in the large manufacturing plants.

The legal reserve companies operating in New

York are 34 in number. Three of them are among
the largest insurance companies in the world. One
of these companies has assets now amounting to
over $700,000,000; two others to over $500,000,000;
and the fourth to over $300,000,000. The total as-
sets of the 34 life insurance companies which
can do business in New York, only one of them
being a company from a foreign land, i given in
the last insurance reports as 3,695,000,000. The
income of these companies from premiums alone, to
say nothing of their income from their investments
in that same year, was $535,000,000, and they had
in insurance in force is the total of their liabil-
ity on all their polic $14,680,000,000.
Jow the legal reserve life insurance companies
in this State, as well as some 250 more organized
under the laws of other states and not authorized
to do business in New York, are divided into various
groups. Fir there the mutual company, that is
one conducted for tl benefit of the insured and
presumably controlled by the insured, and not for
the benefit of stockholders or controlled by stock-
holders. The characteristic companies of this kind
in New York are the New York Life and the Mu-
tual Life, and in other states, The Northwestern of
Wisconsin and the Mutual Benefit of New Jersey.
These mutual companie to-day are theoretically
and I believe actuallv—so much in answer to my
friend over there—run for the benefit of their mem-
bers and without any corruption.

Not only have we these mutual companies, but

we have
Metropoli
is the Prudential
-avelers of Conn
of Cincinnati.

ut and the Union Central
companies are controll
stockhe ers, though in each there is
or fectually a limitation on the annual div S
to kholders. There is still another class in-
clusive of the Equitable of New York and some of
the Massachusetts companies where, though there
is outstanding stock, the control and the business
are substantially on mutual basis.

Life companies 11so divided into two ¢
dependent upon the method of distributing earn-
ings. Technicall they are called non-particiy ng
companies and icipating companies. A non-
participating company is one in which you pay your
premium and get nothing back in the shape of a
dividend, A participating company is a company
which promises and usually does pay back a
dividend, which the Armstrong investigation

to
st

must be so paid every year. The basic distinction
between these two classes of companies is that a
participating company char a little larger pre-

g
mium. Indeed, the dividend that is returned is but
an overcharge and is not a dividend at all.

Life companies are also divided into two classes,
dependent on the premium paid and the benefit
promised, into ordinary companies and industrial
companies. The ordinary company promises a fixed
benefit, but charges a premium graded in accord-
ance with the age of the insured when the policy is
taken out. The industrial company on the other
hand charges a fixed premium, so many cents a
week, but promises differing benefits dependent on
the age of the insured. I need hardly add that the
New York Life, the Mutual and the Equitable are
typical ordinary companies and that the Metropol-
itan and Prudential are typical industrial companies.

It has been suggested that I discuss somewhat
the forms.of policies used by life companies. The
policy contract of a life insurance company was
originally a very simple instrument. It provided in
effect that the company, in consideration of a speci-
fied annual premium, will on the death of the person
who pays the premium pay a certain sum to some-
body that that person names. No contract could be
more simple. Yet these contracts have grown and
grown until there are many complexities in them.
Into these complexities I will not go, save merely
to say that all the policy ‘contracts issued by or-
dinary life insurance companies can be reduced to
four. TFirst, the whole life contract, where you in-
sure your life as yvou do yvour house, and you pay a
level premium, a premium that is the same every year,
until you die. Second, the term policy, in which
the insurance company agrees to insure you for a
definite numbher of, say, ten years. Third, the lim-
ited payment life policy, where the premiums are
payable for ten, fifteen or twenty years, and then
the insurance goes on without further payment.
And fourth, the endowment policy, or as it is some-
times called the investment policy, under which not
only the beneficiary of the person insured is entitled
to the principal sum on the death of the insured, but
the latter is himself entitled to that sum in case
he outlives the time specified in the policy—ten, fif-
teen or twenty vears, All of the policies that are
different or that the inte ting insurance agent
brings to men and women for sale can be reduced
to one of thes four forms.

’ These polic also have what are called addi-
tional benefits. J stance, there is a provision in
the insurance law since the Armstrong investigation
that, after a has been in force three years,
the insured is entitled to borrow from the company
against that policy. There is a great deal of bor-
rowing of this kind. Then there is the cash sur-
render clause, under which, if the person insured is
unable to continue the policy, the company does
not keep all the money that it has received on the
policy, but is compelled to pay the insured a sum
specified therein. In addition there are what are
known as paid-up values, that is, after the policy
has run for a certain length of time, the insured
may if he wishes get a paid-up policy for the
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is used for the expenses of company. however, it 1s a different purpose, namely,

The reserve simply the sum " money which the itor may borrow therefrom with which to

at interest, at three and a half per cent. for buile house. This thrift agency is, therefore, for

expectancy of the life of the poli will his benefit and the benefit of his family. It is not,

ure in full every policy obligation com- however, purely voluntary. There is an element
pany even should it write no more policies what- of compulsion in that the deposits must be made
ever. This reserve therefore, a very different regularly or the member’s rights cease.
thing from the r rve of a savings bank. Another An insurance company, on the contrary, is
fact which you should also have in mind is that in essentially mutual, not individualistic. In it, the
all insurance computations a large proportion of benefit sought is not for the person who pays the
the premium goes into reserve. Hence, should any- premium, but for that person’s dependents, and, as
one say to you that insurance companies make for in a savings and loan association, the requirement
their stockholders the difference between the total that the premium must be paid regularly amounts
premium received and the total of the loss payment to a compulsion that increases the value of the in-
and expenses in a given year, tell him flatly that he surance company as an aid to thrift.
is wrong, for more than half the total premiums Have you ever considered what a vast thing life
goes into reserve to protect the policy. I mention insurance is in these United States? We have here
this for the reason that a member of the New York pretty nearly 100,000,000 of people. These people
Assembly in debate once made the astounding state- hold about 30,000,000 life insurance policies, which
ment that the income of a great life insurance com- taking account of duplicates means that about
pany from premiums was $80,000,000 a year, that 25,000,000 of our people are insured. Even in in-
it cost it $20,000,000 to collect the premiums and dustrial insurance there are two holders of such
run the business, the expense element, and that it policie to one savings bank depositor. Indeed,

000,000 a year, the there

paid to policyholders, say, 3§
1 that the stockholders

more life insurance per capita in the United
oss element, and, there

States than in any other nation on the face of the

of the company tool $35,000,000. This globe. Thus, insurance is much the largest of the
man knew better. ,000,000 went into re- thrift agencies known to us.
serve to protect the policyholders of that company; Now why this form of thrift so popular here?
the stockholders had no right nor interest therein, One reason seems to be that ours is a land of lim-
Now, in rejoinder to my friend who wishes me itless opportunity, Each man is pretty sure that
to speak about corruption. We Americans are too he can get something to do and the wherewithal
prone to criticiz but there was reason for critic mn to get on. Hence, he thinks chiefly of the needs
before the Arm ong investigation. That investi- of his family after his decease. Not so abroad, in
gation made it clear that these reserves of which I Germany or in England. Poverty is far more gen-
speak were being used by their officers as they eral than with us; opportunity for productive labor

should not have been used. Syndicate

greements much less. And the individual as well as the State

1ereby the officers profited rather than the com- look more to other thrift agencies.
I so-called yel dog legislative funds, and a Another reason is that most of the other kinds
't of other discred ble things were developed in of thrift are voluntary, that is there is no form of

vt investigation. hes shocked the c« 3 In- compulsion operating upon the individual. In in-
deed, the Armstror investigation was the very be- surance the premium must be met r or the
ginning of the present movement for the uplift of cy will lapse This is indirect compulsion. In-
our public and our private business life. And these 1 this fact considerably accounts for the extent
criticisms were justified. But that was eight years of insurance thrift in the United State
ago. Now a few words as to ordinary insurance.
No man, however, is justified in ing ese t kind of insurance which written for thc
ici t Instead we should 1 the an afford out of their income to pay a fair
You need not fear, men and juarterly, semi-annually or annually, as a pre-
things these were then 1 m with which to buy a fair amount of indemnity
be done by or that on death Many of the great companies which I
things now | e mentioned ite nothing b1t 1 y i1
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city has ne 150,000 dwe

the associations and ned by t 1
The associations there ve 200,000 membe
$20,000,000 assets. Wherever these instituti

strongest, the home-owning growth is most remark-
able. Here at home on Staten Island th 1tions
have more than 800 borrowers for homes at least

4,000 savers of amounts averaging five dollars a month.

Fifty per cent. of the houses built in that borough
are financed by association funds. [In other sec-
tions of the State many homes in Troy, Elmira,
Corning, Port Jervis and Ilion stand out as con-

spicuous examples of the good these institutions can
do in the direction of thrift and home-owning when
properly managed.

I say properly managed advisedly. In this city
some years ago were concerns that had *“building

and loan,” avings and loan,” or something simi-
lar, tacked on to their corporate name which
were not conducted in the interest of their share-
holders, but in the interest of unscrupulous offi-

ends. se con-

sense, they

cers working for their own selfish
cerns were not co-operative in any sim-
ply used the name as a cloak. Unbusinesslik meth-
ods caused them ultimately to fail; and their failure
cast a shadow for a time on our league institutions
in Greater New York. It was difficult for the aver-

age citizen to discriminate when he saw in large
type in the newspapers “Building and Loan Asso-
ciation Fails.” Even the editors of metropolitan
dailies were woefully ignorant of the co-operative
plan of our institutions; and it only within the
last few years that the scales have dropped from
their eyes so that many of these editors now see
the unequalled opportunities for home-owning and

saving that the truly co-operative association offers.
I know of two editors on morning newspapers here

in New York that are paying for their homes
through these associations, and at i

more are saving through them for > rai
Under the new law in this State it is now impossible
for these associations to go outside their own field
or for their managers to grind private axes. The
leagues and the Banking Department after

league

recklessness in management with a club.

association is operated on altruistic lines a
sonal interests are often sacrificed for the
good. We all know that real co-operation is
ingpired by an ethical motive, and you will fi
motive the foremost in nine-tent of our
tions

Twenty-two per cent. of the me
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it is remembered t}

the others are¢

ing and

build

in the United States 1 e 2,100,000
$1.000,000,000 ¢ t t in this St
162,000 member ),000,000 in

our neighboring S e of New Jer
216,000 members and $106,000.000

these institutions have stood the test

fifty years, passing through at ast thr
that in the panic of 1907 no association in
New York or among the two hundred and
this State closed its doors, and in fact

money over the counter to members whe apy
it when every other door was shut in the

if going any

speak, it is self-evident without
further, that they rest on a subs
do not feel panics to any extent:
protects in such a manner that a

so to

“run” in one of

ible. Yet savings
rivals of the savings
ers with them in thrift,
3 working it out.

man and woman who has
the building and loan as-
only plan ;of co-operation
the United States. " The

studied co-operati
ation system is the
is widely successful in

son for this is that while these institutions are
essentially co-operative, one man being as good as
another, there is nothing of the rainbow character
in their financial methods, and all interested are

equally benefitec

ferred stockholc 3

that all their money

small mortgages on hom
1

not a few salaried officers or pre-
5 Their safety lies in the fact
is invested in first mortgages—
and that these mort-
y week or month; that

gages are L e 3

these mor within a limited radius where
the property can be and is readily inspected by the
members. Any real estate man will tell you that
these mortgages on homes are the best security it

is possible for any financial institution to have. A
man will get to the last ditch before he will let the
family roof go from him. And these associations
will help him—foreclosures do not work automati-
cally with them.

It is generally true of this city and its suburbs
that the co-operative savings and loan association
is the only place nowadays where a man with a
few hundred dollars, who has a longing for a home
in the less congested sections, can get that longing
satisfied. That is to say, where he will get one
hundred cents on the dollar every time, and disin-
terested men will advise him on a home purchase.
He can pay for his home in a long or short period
of time, and arrange his payments so that the ex-
pense of carrying will not bear him down. Large
money lending institutions will not take loans with
small equity that are being reduced by monthly
payments. They simply collect interest every six
months. They pref the big mortgages which
sometimes run up hundreds of thousands of

into

dollars or else they buy guaranteed mortgages. Then
again, most institutions organized under the State

laws which lend money on first mortgage are limited
by law to sixty or sixty-five per cent. of an appraised
valuation, a wise measure when the mortgage is not
reduced at intervals. One or two institutions allow
vou to reduce your mortgage by small payments on
interest days, but you cannot get more than a sixty
per cent. loan and only in a limited territory. The
savings and loan association is given the privilege by
law to lend as high as eighty per cent. of an ap-
praised valuation for the reason that the mortgage
is being reduced every week or month.

You cannot buy a home by simply wishing for
it, neither can you enjoy the pleasures of living in
a home of your own simply by longing for them.
You must be willing to help yourself, and our league

savings and loan associations give you the oppor-
tunity. The associations do not give anything for

nothing, however; none of us who are self-respecting
want charity. Their object, in fact, is to bring out
the best that is in you, to make you optimistic, to
bury selfishness.

It i elf-evident to any person who has given
the subject a moment's thought, that the man who
owns his home is likely to take more interest
in civic affairs and i enerally more interested in
the government of h community than he who pays
rent. The home-owner has a stake in the com-
munity. He has a direct interest in the amount of
and sments because he pays them di-
rectly out of his own pocket, the rent payer pays only
indirectly.

) The savings and loan association plan is exceed-
ingly simple; yet there are thousands of persons who
imagine that it is involved. The average person
does not realize that if he can afford to pay $25
and even ) a month rent in an apartment in this
city, it is quite possible for him to buy a home in
the suburbs through one of these associations, and
completely own it in about twelve years. Elsewhere,
of course, land and houses are much cheaper. If
you have no money saved, you should begin to save
in an association now, as these institutions lend vou




more money on the purchase
than you can obtain elsewhere.
rolled as a saver, your prospects getting a
gage later on are far better than > man who w
in from the street and makes application.

It must be understood that these associations
have no part in the building of the Borough of Man-
hattan, which must be left largely to the great finan-
cial institutions with millions at their command.
The savings and loan plan is for the modest home-
owner, for the man or woman who is anxious for
a home that costs a few thousand dollars. Few asso-
ciations will lend more than $6,000 to one person,
and generally prefer three $2,000 mortgages to one
of $6,000, for the reason that three are likely to be
carried easier than one. As a matter of fact, the
average mortgage in most city associations is less
than $3,500; in the State the average is $1,900.

The building or savings and loan association
builds no houses itself, neither does it buy any prop-
erty. It cannot do it; that is the law. It may own
its office building, but nothing el The home-getter
has his deed and the association has the bond and
first mortgage as security for the money loaned. The
deed has no strings, and a borrower can sell at a
profit, if he wishes, at any time, just as if he had
any other loan. Occasionally, an association may
get property on its hands because a borrower on bond
and mortgage has been unable to make the required
payments, and the institution is forced to take pos-
session to protect the interests of all the other de-
positors. Thus, if a report of an association has a
real estate item among its assets, you will know it
means property which it had to take back; if it owns
its office building—and even this is a modest build-
ing of three stories at the most—it probably will
be a separate item.

As I have just stated, the savings and loan asso-
ciation may need to foreclose a property occasionally
to protect the interests of all members. It should be
kept in mind that the depositors in these institutions
are partners, the board of directors representing
partners’ interests. All the profits and losses are
equally divided and the member who pays his 25
cents a week has a voice in the managament of the
institution along with the member who pays in ten
dollars or more a week. There can be no favor-
itism shown in granting loans, providing satisfactory
security is given. Every member has equal rights,
and loans are granted on the security and the per-
sonal character of the borrowe this latter factor
is most important. The humanitarian element is
always in the foreground. Association’s boards will
not lend money to a man with bad reputation, no
matter what security he offers.

These institutions—referring, of course, to our
league institutions—are not conducted on the hard
and undeviating lines of the average money-lending
corporation. The boards of directors of building or
savings and loan associations are made up of men
who are well known in their communities and in
the neighborhoods where these associations operate,
and who have the confidence and respect of their
neighbors and acquaintances. They are public-
spirited men who are thoroughly alive to the ad-
vantages of these societies for saving and home-
owning. They feel that the American home is the
safeguard of American liberty, and that these insti-
tutions make for good citizenry. Many have acqi
modest fortunes through hard work in profes
trades and business. Many saved their first
and own their homes through the medium of the
saving and loan society. They appreciate what these
institutions have done for them; and it has imbued
them with the lend-a-hand sp that leads many
men unselfishly to give considerable time to the im-
provement of the condition of their fellow-men. Thus,
thousands of men serve year after year as directors
in these institutions without pay; they have the
feeling that it is a privilege to watch over their fel-
low members’ interests, to be factors in the manage-
ment of institutions that have for their objects home-
owning among persons of mode ans and the i
culcation of thrift through sav e bits of mone
systematically every week or e month. Yet these

re

ctors
without getti
1ey not only manage
istent propagandists for <
he work of the institutions. They point
and women how important it is to get
saved as an anchor to the windward,
ied men and women, especially those who
how easy it is to get a ! i
h these associatic if they will «
inning. These di rs are the means
thousan of persons who become
me owners. These men and women did
that even a dollar a month means two
twelve years until it was personally
Directors even
as to collect the monthly payments them-
handing to the secretary on meeting nights the
of perhaps fifty persons, who pay amounts
from one dollar to ten or more dollars a
month. The associations, as a rule, are open even-
ings for two or three hours, weekly or monthly,
and you can see this scene enacted time and again
if you go to the meetings that are held to receive
money. Several associations here in the city are
also open every business day and all persons there-
fore have an opportunity to make inquiries or send
their savings at times most convenient to them.
It is not surprising that many directors in after
yvears meet men and women time and again whom
they persuaded to save in an association, and who
afterwards “made good” either by owning their homes
or by getting a little money saved that otherwise
would have been frittered away; and these persons
are not slow to express their gratitude. It makes
directors feel that they have not lived in vain to
eeted with such remarks as “I would not have
had a dollar saved if you had not urged me to join
the savings and loan association. I made pretty good
money, but some of it dribbled through my fingers—
spent for a lot of foolishness. This regular saving
is of great value to me; it jacks me up in other di-
rections and has a good effect on my general habits
makes me more systematic in my everyday affairs.”
A director of one association received a letter
the other day. Part of its contents may interest you.
The writer says: “We are at least $4,000 ahead of the
game through your advice. We had been paying $25
a month rent for several years—didn't see my way
out of it, and couldn’'t figure that we would be ahead
on any other scheme. We have three children, and
my wife and myself always felt the 11 of the
suburbs. After we had regularly paid $5 a
month in vour association for a few years, it amounted
with profits to $500. This was really found money,
because we never would have gotten it in any other
way. As a matter of fact, several times I had to
borrow the monthly dues from you, as you will re-
member, because I wanted to keep up the habit—felt
that the money must be paid at all hazards.
“When you said to me that I could just as well
have a home of my own with a little patch of ground
around it, and that probably the only additional
cost to me over rent would be a couple of dollars a
month more carf [ began to investigate. Wife
and I spent afternoons and Sundays for
several weeks looking for a real home. We found a
place for $3,200 that looked well, and as you had
previously pointed out to me the fact that the seller
would get cash for his property, it proved be an
inducement to reduce the sking price. The cash
fiecure was cut $100 and I paid $3,100. Your associa-
tion loaned me 2,600 on first mor I put in my
$500 on the purchase price. The yments on the
2,600 were month, one half of which went to
» off the mortg the other half for interest. Ad-
wfare, taxes, and insurance brought it up
but I never counted this for it
etables we raised, no doctor’'s
nd the mney saved on outin
the v 1da and the flowers
rden and the are too s fying
away from 1e in the summers very
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U Ere
a bunch of rent hand and

other, and all without any sacrifice
whatever,”

There is considerable of the human factor run-
ning through the management of building or savings
and loan associations which cannot be found in
other busine institutions run for purely money-
making purposes It has already be out
that directors s > thout management

pay. The
v

of these ns conducted i

to economy, but never rifice of 1

ciples. Salaried office in most assoc

secretary and treasurer, and these men are paid far
less than they receive from oth corporations
Oor persons ¢ aged in private business. A report
of any league sociation will conclusively show that.
Compare the expenses of these institutions with those

operated on purely busine lines, and you will find a

great difference in favor of savings and loan associa-
tions. All through the co-operative movement in this
State and New Jersey, and in fact throughout the

Union, extravagance of management is unknown. In
this State the annual expenses of these associations

are limited by law to two and one-half per cent. of
the assets—that is to say, if an association has as 3
of $50,000 it cannot spend more than $1,250 for

penses. The co-operative savings and loan associa-

tions of this State last year spent an average of about
three-quarters of one per cent. for expenses of doing
They have never yet reached an average
of even one per cent. for expenses, although the law
allows two and one-half per cent.
Savings and loan associations do not
close property.

business.

care to fore-
Boards of directors will help you out
without, of course, jeopardizing the interests of all
the other partners. If you are buying a home and
find that through no fault of your own you are tem-
porarily unable to keep up the stipulated payments,
there are many avenues open to you before the house
will be taken away because you cannot meet payments

at the moment. Several associations allow suspen-
sion of payments if a borrower gets out of work
or has sickness or death in his family; but the ma-

jority take up each case of this nature and settle it
on its own basis. The associations, therefore, in these
days rarely have foreclosures; and there
that have been organized more than twenty-five y

are soci

and have aided hundreds of their members to get
homes that have never taken one home back—some
way has been found to save the homes of honorable
men and women who had “hard luck” so to speak,
through no fault of their own.

A man who wishes to get his home through a
savings and loan association must select’ it in one

of the boroughs outside of Manhattan—Bronx, Brook-
lyn, Queens or Richmond, or the New Jersey suburbs.
It is possible to buy a modest house with a little
ground around it in some sections of the greater city
for $3,000, and even less. It may be a little walk from
the transit line and perhaps so-called improvements
are lacking, but a man should be ready to make some
sacrifice for his family. Suppose it does take more
than an hour to get to work; is it not worth while
in order that the children may have pure air and sun-
shine and some other place than the street for a play-
ground? Those rent-payers who lived in congested
sections of New York for many years and paid out
hundreds of dollars for rent, before they saw a light,
so to speak, and bought their homes through co-op-
erative savings and loan associations, can appreciate
the difference between walk-up-stairs flats and six
and seven-room cottages—between air-shaft bed-
rooms and light from out-of-doors.

I stated that many persons who pay as little as
$20 a month repnt can live in their own homes if they
make up their minds to do it. They should, however,
have a little money at the start, as a savings and
loan association requires equity. If you haven’'t any
money, begin immediately to ve, even twenty-five
cents a week, and you will soon accumulate enough
The equity which you offer the board

to buy a lot.

your application for a loan may vary,

e twenty per cent. at least, as required
That is say, if you want a hou that
you have at least 00 in cash;

ire to b 1ouse, the lot should be worth
$500 and you should own it. The values are fixed
by the association’'s appraise The association must

first mortgage, as required by law.
wo thousand five hundred dollars will build a six or
seven-room frame house in the suburbs, and I have
seen houses built for even less money that looked well
outside and were comfortable inside. Payments are
made as the building progresses, and the association’s
appraisers, composed of an architect and builder, see
that plans are carried out—a most important matter
to the average man or woman who knows nothing
about such things, and is likely to build but one house
in a lifetime.

If vou are determined to own your own home and
have o1 ¥ hundred dollars, a wisely managed
co-operative savings and loan association is the only
open door so far as getting in on the ground floor is
concerned. If you have little or no cash, the procedure

ways have the

to get a home is like this: Begin to save in the co-
operative savings and loan association near where

vou now live. After getting together a few hundred
dollars, decide on how much money you can afford
to pay each month on a home. Before you start look-
ing for a cottage, see to it that your wife is heart
and soul with you, for without her co-operation you
will probably get sick of any such undertaking. Visit
the section in which you think you would like to live,
and get a list of properties from real estate men in
the neighborhood. If you are timid it would be well
to rent there for a time, so that you can the con-
ditions on dress parade in June and in the ak winds
of December.
This is not

§ essential, however;
tured and sensible. Your wife and you can deter-
mine, after considering the matter thoroughly, what
you can do. Select a home at a price that will be
within your limitations; don’t carry too heavy a bur-
den of monthly charges. The real-estate agent will
give you a few days to decide. When you see some
place that looks good, and within your means, with
a full description you start for the savings and loan
association that you know about. An interview with
the president and secretary will be wise before you
place your application officially before the board of
directors. The officers know values, and can gener-
ally tell you whethe board is likely to grant
yvour application. It is e s wise to get advice from
these officers before you buy; it is disinterested. But
in any case do not sign papers or bind yourself in any
way to buy a house until the association officially
says that it will lend you the money you require.

Assuming that your application is favorably con-
sidered, after an inspection of the association’s board

yvou are both ma-

of appraisers for which you pay a small fee, you also
pay the expenses of searching title and legal fees,
which are moderate. As showing still further the

humanitarianism which runs through these organiza-

tions, many associations provide that their lawyers
shall charge reduced fees, and state the fees that
they shall charge.

In most institutions for every $1,000 that you

borrow you will pay ten dollars a month, five dollars
of which goes to your credit, reducing the mortgage,
and five dollars is interest at six per cent. The gen-
eral results are practically the same in all these in-
stitutions, with perhaps difference in details. You
can have your mortgage reduced at intervals, when
one hundred or two hundred dollars are paid through
dues and accrued profits. The home is free and clear
in about twelve years on the basis of monthly pay-
ments of ten dollars on each one thousand dollars
borrowed. Several associations will give you a state-
ment showing the exact time a mortgage will be paid
off at the rate of ten dollars per thousand. If you
had paid rent in the meantime, you would have noth-
ing to show for it except receipted bills.

Latterly, several associations in the greater city
have opened the door still wider to the man or woman
who has a home as the heart’s desire. These insti-
tutions will give you a divided mortgage, part of
which is on the plan just mentioned, and which can-




on the other

pay SixX per 1tl interest, no du
on indefinitely. The object is to help out S
and women who find that even twenty-five doll e

S a
month payments are a burden which they could not
stand many yeas

There

no renewals

are to pay every few y

under any of the savings and loan plans as there are
on the ordinary mort e. It can run one or 1t
years as you desi You never have the fe

ing over your head that
year or three yea and that it may not 1
That is why many persons prefer the saving
mortgage over other mortgages. It cannot be called
in at times of financial stringency or at any other
time until it is ready for cancellation. Many i»z-!‘m.IzS
figure that even if they in get another loan at five

the mortgage expire

wed.
and loan

or five and one-half per cent., the fear of renewal is
ever before them, and that it is worth one-half or
one per cent. to sleep nights.

1 have tried to give an outline of what a league
savings and loan association does in the way of
helping men and women to own their homes. The
money, of course, comes from the investors. These
associations are a great aid in helping one to form

habits of thrift. A person can become a depc
and have all the rights and privileges of membe
by paying in as little as one dollar a month.

body realizes the importance of having a few

in hand for emergencies and opportunitie and no
self-respecting man wants charity at any time.
There are thousands of men and women who ac-

knowledge a debt of gratitude to these institutions—
it gave them their start, sometimes in business, some-
times to get a fund together for the education of
children, and the thousand-and-one other objects for
which a few dollars are needed. It means self-respect
to them. I will not go so f 12 a few dolla
are a person’s best friend, they come migh
near it.

This $1, $2, or $3 a month, whatever you can
afford, you save continually, persistently. You do
this because there is an incentive—perhaps some pen-
alty in the shape of a small fine or loss of part of a
dividend if you do not pay regularly. Thus saving
becomes a habit, it has a steadying influence, and
has a good effect on you all around. Before you know
it, you have a hundred or more dollars together—
which probably you wouldn’t have gotten in any
other way. Your money goes to help provide mem-
bers with homes—it is a first lien on these homes.
Can you imagine any better security for your e:
ings than that? It is acknowledged by real
experts to be the best security in the world.

These associations also have income shares, where
multiples of a hundred dollars or more can be paid
in: and four to five per cent. dividends are paid on
these shares. And if you find that, through irregu-
lar employment or other causes, you cannot agree to
pay a stipulated amount regularly, the savings and
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association If the emé« not
he protest and ( g0 t
D¢ tment and courts I of

not The savings and i
tion is 1e most democrati inancial i 1tion
the world for the reason the membe are part-
each knows where money is goir he
to examine the books of his institution.
i he c: inform himself where every
dollar of age money is invested.
The children can be inoculated with the thrift
germ through the medium of savings and loan &

ciations. The law permits these ir

itutions to hs

children’s branches, and in Cornir N. Y., one as
sociation receiv the deposits of more than 1,200
children, who have saved $36,000. In Elmi one
association is author by the Board of Educ
tion to receive the school children’s savings and at
least two-thirds of the s« are depositors; in
East Rutherford and Carlstadt, N. J., buildir and
loan associations have prosperous and growing ju-
venile annexes All these children’s nches are
operated practically without cost, as 1 1ess men
and corporations send their clerks to help in some
cases, and in others the principals and teachers of
public hools receive the mone and turn it over
to the associations. The money deposited is controlled
by the children themselves.

It is of c« understood that accounts can
always be opened in savings and loan associ tions
by parents or guardians as trustees. Thousands of
men and women in this State and throughout the
Union are saving a dollar or two a month for their
children: even two dollars a month means four hun-

dred dollars in twelve years, which will go a long
way toward paying the expenses of the boy or girl
through high school or giving them an opportunity
to specialize on some subject.

I appeal to you who have children to think it
over. 1 appeal to you who are thoughtless about
the future and yet occasionally feel that you should
zet a few dollars together to preserve your self-re-
spect through the years, to get the thrift germ. This

and loan assoc

for

is the day of uplift, and savi
are uplifting organizations—they stand
ing of citizens.

iations
mak-

the

good




SIXTH LECTURE, APRIL 9, 1913.

HOME OWNERSHIP

By Fraxcis JORDAN

Sm'r«-i;ll'_\. The Thrift,

To-day we hear constantly of this class and that;
workingmen and capitalists, employers, employees, but
little of the more fundamental divisions—those on the
one hand who in their hearts wish to get something
for nothing, and on the other hand those who intend
to pay a fair and generous price for everything
received.

The first class includes the idlers, the tramps,
the gamblerx the thieves the second, the faithful

workmen, the honest business men, the earnest pro-
fessional men, the heroes of the world. Each one of
us here to-night determines day by day to which
class he belongs, and no one of us always acts con-
sistently as a member of either class.

The purpose to get something for nothing is
always ignoble and dishonest whether it be found in
the pickpocket who steals your money, the schoolboy
who cheats in examination, the workman who wastes
his employer’s time, or the employer who takes an un-
fair advantage of his employee or a business rival. If
we would only once for all make our own the truth
that what “costs nothing is worth nothing,” and its
counterpart, that “what we sow we reap,” much of
the distress of life would disappear.

It is useless to look for an easy road to success,
for there is none; success in any line is only another
name for growth or progress, rising from the lower
to the higher; we can easily run or slide down hill,
but it costs effort to walk on a level, and if we climb
heights it often taxes our breath.

The underlying theme of this cour of lectures
will never be popular because it has very little ro-
mance about it; it involves daily plodding, hard work,
the expenditure of less than is produced, and careful
attention to detail. We are too inclined to restrict
the thought of thrift to the saving of money, while
it should include the best use of time, strength, men-
tal activity, personal and family efficiency. Our con-
stant aim should be to make every effort produce
more than it consumes.

We like to throw upon others the responsibility
for our failures, while in nearly every instance it
is practically wholly our own. In looking over the
titles of these lectures it is interesting to note that
each of the means spoken of, savings bank, trust
company, life insurance is only an aid, and always
will remain so; whether or not you and I will make
use of the aid is for each of us to decide.

There is a great deal of talk these days about
the hard conditions that surround us, and there is
much truth on that side, but since time began condi-
tions have been hard, and they will never be made easy
if we are depending upon others to solve the problems
which face each of us. You and I have got to con-
quer those conditions and remember that what costs
us—not someone else—nothing is worth nothing, and
that the value to us of any result will in eve in-

stance be what we pay for it—mot nec in
money but in real personal effort. Your in
life and mine depend not upon opportunity, for

each of us is throwing away day after day oppor-
tunities by the score, but upon the use of opportunities
which are right at our hand.

I scarcely ever come into this hall but that I
seem to see upon the platform, a tall, awkward,
homely man, born in povert a rail-splitter, flatboat
hand and country store clerk, too poor to receive
anything but the s 1test schooling, whose education
and preparation f« his life’'s work were obtained
from reading Alsoy Fables, a Life of Washington,
Robinson Crusoe, Pilgrim’'s Progress, the Bible and

Brooklyn, N. Y.

Such was his

Shakespeare and a few other books.

yrtunity—have you and I less? here are no book
we cannot read for the asking. At the end of the day
are we tired by hard work? are we poorly paid for
our work? His work was as hard, his hours longer
and his pay less than that of any able-bodie i

1 man
in this room. Yet it was Abraham Lincoln, who on
February 1860, upon this platform delivered a
speech before the people of this city, that made it
probable he would be nominated for the presidency
and gave him the opportunity four years later to
save his country at the cost of his own life.

Those who knew him intimately never tire of
telling of his kindness of heart, and many a patriotic
boy who went to the front to fight for his country and,
after a day's forced march, wearied almost beyond
endurance was placed on sentry duty only to fall
asleep, found in him his best friend, and through
him was saved from death at the hands of a court
martial.

Mr. Lincoln had a stepbrother whose chance in
life had certainly been as good as his own, wh
was shiftless and lazy, and it was the kind-heartec
Lincoln who wrote this letter I wish to read to you.

Shelbyville, November 4, 1851.
“Dear Brother:

“When I came into Charleston day before yves-
terday, I learned that you are anxious to sell the land
where you live and move to Missouri. I have been
thinking of this ever since, and I cannot but think
such a notion is utterly foolish. What can you do
in Missouri better than here? Is the land any richer?
Can you there, any more than here, raise corn and
wheat and oats without work? Will anybody there,
any more than here, do your work for you? If you
intend to go to work, there is no better place than
right where you are; if you do not intend to go
to work, yvou cannot get along anywhere. Squirm-
ing and crawling about from place to place can do
no good. You have raised no corn this year; and
what you really want is to sell the land, get the money
and spend it. Part with the land you have, and, my
life upon it, you will never after own a spot big
enough to bury you in. Half you will get for the land
vou will spend in moving to Missouri, and the other
half you will eat, drink, and wear out, and no foot
of land will be bought. Now, I feel it my duty to
have no hand in such a piece of foolery. I feel it is so
even on your own account, and particularly on
mother's account. The eastern forty acres I intend
to keep for mother while she lives; if you will not
culti it, it will rent for enough to support her—
it will rent for something. Her dower in the
two forties she can let you have and no thanks
Now, do not misunderstand this letter; I do
it in any unkindness. I write it in order,

to get you to face the truth, which truth
is, you are destitute because vou have idled away all
your time. Your thousand pretences for not getting
along better are all nonsense; they deceive nobody but
yvourself. Go to work is the only cure for your i

One brother
other
nott

as our

complained of circumstances, the
surmounted them. The stepbrother we know
of, Mr. Lincoln will be remembered as long
country lives in history.

Our special thought to-night concerns the home—
the foundation of everything—the place where the
family meet and upon which every country depends.
To the extent the home is pure and healthy, so will




be the State. The boy and girl who can look back
to the house in city or country where their parents
and grandparents lived certainly have a heritage
which has a value of its own.

It is of course possible to have a true home in
a hotel suite, but I do not now recall any man of
prominence who was born in the Fifth Avenue Ho-

OT.

tel or the Winds

Home ownership as an aid to thrift is our theme
to-night.

As the ownership of your own house gives the
eatest prom of a real home, we shall not expect
to be the easiest to secure, but the very effort it
necessitates s corresponding advantages. What
are some of them?

First: A sense of independence. If you own your
own house there comes with it an unconscious sense
of dignity, the feeling that there is a place which is
1 truth your castle, and where you may exercise
and devolop both your own taste and that of your
family. There can be no doubt that it also tends
to give a healthy family individuality, which is lack-
where the family moves from place to place.
Second: It makes the owner more valuable to the
community because he is more deeply interested in
civic questions. When the tax rate goes up, the ten-
ant is inclined to smile because the landlord is hit,
but the owner is pretty likely to take a lively inter-
est in what the Board of Aldermen and the Boards
of Estimate and Apportionment are doing. It is in
districts where there is a large number of home
owners that careful watch is kept over assessments
for public improvement, such as street openings, pav-
ing, sewers, etec. Like all direct burdens that come
upon us in the form of taxes, we wish the assurance
that the cost shall bring corresponding benefit, and
hat the improvements shall be obtained if possible
without either waste or graft.

The father of a family, who is more or less
to a particular locality because of the ownership of his
house, is likely to feel a keen interest in the wise
enforcement of excise laws, and he will do what he
can to secure decency and cleanliness in his neigh-
borhood. It will be no academic question for him
which he will relegate to the landlord, but the char-
acter of his boys and girls and his wife's happiness
will depend in no small measure on the kind of
stores and houses which immediately surround his,
and he will fight to keep them the best possible.

He will regard the tenement house and health
departments not as his natural enemies, but as i
strumentalities with which he must work to
contagion and death being brought to his door.

He will be less likely to join in the 1orant and
indiscriminate condemnation of the police force, but
he will study its manifold difficulties and will sup-
port the thousands of strong, earnest and upright
members of that force in an endeavor to maintain
order and to make his community a law-abiding one.

Third: It should make him of greater commercial
value. Other things being equal stability is certainly
a business asset. A clerk who has been for years
one line of employment becomes accustomed to
» routine and so can do almost automatically what
will take a stranger months if not years to learn.
he very fact that he owns his home will help to
ep such a clerk from the vagrant tendency, which
such an enemy to all business progress.

The very hostage that has thus been given to
rtune will spur h ambition and make him work
rder to deserve the promotion which all earnest
workers look forward to.

Fourth: With the exercise of reasonable judg-
ment, the j of a house may be expected to
vield a fair pecuniary return on the investment.

Many look upon this as of the first importance,
whereas it should be the least. The other advantages
should be weighed at their true value, and this one
regarded as only a possible piece of added good for-
tu If it is so regarded it will be found that the
prize ' comes in this line quite as often, if not oftener,
than in most business ventures. In my own exper
ence it has been no uncommon thing that tho who
have had a hard time to possess themselves of a
home have told me that this has the mear
their securir he only competen r have been

able to acquire, and that the return has been large
and very satisfactory.

Granting then that the ownership of one's home
is a great advantage, how may we secure one?

The first and quickest way is of course to pur-
chase one outright, but there are so few of us able
to do this that we may pass it by with mere mention.

The vast majority will never own a home except
through assistance from some source, and it is the
various forms of such assistance that is to occupy
our thoughts for the remainder of this evening's
lecture.

First: The straight mortgage.

Whenever we think of this form of assistance
there inevitably comes to mind someone who has
already learned a great deal about thrift, for alrez
he has in hand forty or fifty per cent. of the cost of
the home he desire This being the case, the trus
companies, savir banks, life insurance companies
and title insurance companies are ready to lend him
the rest of the money to complete the purchase.

Let us take a specific illustration. You see a
house you wish to buy and find it is worth the price
asked—five thousand dollars. You have saved two
thousand dollars and wish to borrow the remainder
of the money. You can get this three thousand dol-
lars from almost any of the institutions I have named.
You will be asked to sign a bond—that is, a written
promise under seal to repay to your lender, or who-
ever succeeds to the lender’s rights this three thou-
sand dollars on a specific day, usually three years
from the day the money is lent you, and you will
also be asked to promise to pay interest (usually,
five, five and one-half, or six per cent. per annum)
upon this three thousand, semi-annually. You will
also be expected to give to your lender a mortgage,
on the property you have bought as security for
the repayment of this three thousand dollars; the
mortgage will recite in substance the contents of the
bond you have signed, and will convey to the lender
the property purchased which will be described in full
in the mortgage, but this conveyance will be upon
condition that if the interest is paid as called for in
the bond and the three thousand dollars is repaid
on the date named, the transfer of the property shall
become void, and that all rights of the lender in the
property shall cease. If you are married your wife
will be required to join with you in the mortgage
so as to transfer to the lender any interest she has
in the property. The bond and mortgage will also
contain promises on your part to keep the property
insured against fire for the benefit of the lender and,
further, until the three thousand dollars and all inter-
est is repaid you will promise to pay any taxes, as-
sessments or water rates that may be assessed against
the property. While the mortgage in form transfers
the property to your lender, in fact he has no right
of possession so long as you keep your promises, and
in case of your failure he would have to foreclose
his mortgage and sell the property at public auction
to the highest bidder, and upon such sale he can
recover only his three thousand dollars, the accrued
interest, costs of foreclosure and any unpaid taxes,
etc., the balance, if any, of the purchase price would
be applied to your benefit.

As will be seen the whole three thousand dollars
thus becomes due at one time and you will have to
exercise the will power and have the forethought to
prepare to meet this obligation at that date. If
this be not done your only alternative will be to
secure from the lender an extension of the time for
its payment or you mu again borrow the amount
from some other sourc in the first instance there
is usually a moderate expense, and the second being
an entirely new transaction, calls for as eat, or
even greater, expense than that called for by the
original loan.

This is about the simplest form where any as-
sistance require but now let us consider a sim-
ilar transaction of a more complicated form.

A. has a house worth five thousand dollars, upon
which he has placed a three thousand dollar mort-
cage with interest at five per cent. per annum, pay-
able semi-annually, June 1, and December 1, in each
vear and the principal of three thousand dollars is
to be repaid June 1, 1914, He wishes to sell and you




: urchase for five thousand dollars sub-
ject to thousand dollar mortgage, but you
have saved only one thousand dollars. In that case,
you can carry the transaction through if he is willing
to take your one thousand dollars from you and a
mortgage for one thousand dollars with interest at
six per cent. per annum, payable semi-annually, in-
stallments of one hundred dollars each to be paid with
the accrued interest on each interest date, and the
whole amount then unpaid to be due June 1, 1915, in
addition to the one already on the property; or you
may be able to find someone else willing to lend you a
thousand dollars upon such security, and with this
money and the thousand already in your hands you
can complete your purchase.

It will readily appear you are taking considerable
risk in such a transaction as this. Your interest cost
for the first year will be one hundred and fifty dollars
on the first mortgage; fir six months’' interest on
the second mortgage, thirty dollars, cond six
months’ interest on the second mor ge, twenty-
seven dollars and two installments, two hundred dol-
lars, making four hundred and seven dollars.

In June, 1914, the first mortgage against your
property will become due and you must then pay it,
arrange to have the time of its payment extended, or
procure a new mortgage from some other source. If
the present mortgagee is willing to extend the time
of payment the expense will probably be anywhere
from ten to fifty dollars. Should he insist on having
the three thousand dollars you will have to incur the
expense of getting a new mortgage for this amount
and, as the transaction is practically a new one, the
expense is likely to be equal to that of getting the
original mortgage, which will probably be from fifty
to a hundred dollars. If an entirely new mortgage is
to be placed on the property, the holder of the second
thousand dollar mortgage may prevent your secur-
ing a new first mortgage, because he will not sub-
ordinate his own mortgage. Assuming that you have
passed June, 1914, with comparatively little expense,
you have still to meet pretty heavy interest and in-
stallment charges in that year, and in June, 1915,
the balance of seven hundred dollars on your second
mortgage will have to be paid or renewed. Should
you wish to renew this mortgage the expense is likely
to be from seventy to one hundred and fifty dollars.

Should you fail to arrange for the payment of
either the first or second mortgages when they be-
come due, the accrued interest and expense of fore-
closure in addition to the amounts of principal due
on the first and second mortgages are likely to be
very nearly, if not more than, equal to the sum any-
one will bid for the property at auction, and so you
may lose not only the thousand dollars invested in
the property, but you may have a deficiency judgment
against you as well.

Many have purchased homes with the assistance
of two mortgages and have carried the transactions
through successfully, but it is only persons of de-
termination, sagacity and resource that should at-
tempt it, and there are thousands who have lost their
savings by trying to do something beyond their
power. Under its very best form the aggregate in-
terest on the first and second mortgages, installments
on the second mortgage, taxes, water rates, insurance,
repairs and occasional assessments for public im-
provements, make a burden which only the strong
can bear.

Last Wednesday evening, the Building and Loan
Association as an Aid was fully explained by one
thoroughly familiar with its methods, so I need take
no more of your time to speak along that line.

The last aid which I shall bring to your attention
is that of the installment or partial-payment mort-
gage. This mortgage is similar in every respect to
the “straight mortgage” except that the amount bor-
rowed is not repaid in a lump sum at a future date
with semi-annual payments of interest in the mean-
time, but is repaid in monthly installments of a defi-
nite amount, the interest is calculated on the whole
sum borrowed from the date of the loan until the
first installment is paid; this installment is applied
first to the accrued interest and the remainder de-
ducted from the principal; the interest is then cal-
culated on the balance to the time the next install-
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ment is paid; this installment is applied to the ac-
crued interest and the remainder deducted from the
last balance as before, and so step by step until the
entire indebtednes cancell

To give a concrete illustration:

A. borrows a thousand dollars at six per cent.
and pays each month §11.33 on account of his debt.
By making these payments for a term of ten years,
or one hundred and twenty successive payments on
the first of each month, he will entirely cancel the
indebtedness, principal and interest. In other words,
the total payment of thirteen hundred and fifty-nine
dollars and sixty cents has repaid the loan of one
thousand dollars and inter notwithstanding the
fact that he has paid six per cent. upon every dollar
he has owed in the meantime. Should he borrow
the same amount, one thousand dollars on a straight
mortgage, at five per cent.,, and not repay the amount
borrowed for ten years he would have paid in inter-
est five hundred dollars, and if he then paid the thou-
sand dollars borrowed, the total cost to him would
be fifteen hundred dollars to accomplish precisely the
same result that thirteen hundred and fifty-nine dol-
lars and sixty cents did by the other method. It thus
appears that there is a difference in outgo of one
hundred and forty dollars on each thousand borrowed
in favor of the instalment mortgage. Nor is this all,
for we know from our own experience and from ob-
servation that there are a hundred persons who can
pay from ten to eleven dollars a month, where there
is one that can pay a lump sum of one thousand dol-
lars at any one time. And this is leaving out of
account the additional expense to which he would
be put for the extension or extensions or renewals
of the straight mortgage which we have already seen
he would be almost sure to have incurred, for the
term of a straight mortgage is usually three years.

As compared with the method of a first and sec-
ond mortgage the question of expense to the bor-
rower is greatly in favor of the installment mortgage,
and experience has shown that it is perfectly safe
to lend to an earnest and thrifty owner an amount
repayable in installments, equal to both of these
mortgages; certainly any such mortgages as the bor-
rower could safely assume. And when he has an in-
stallment mortgage he runs no risk, for if he makes
the payments he has agreed to make, the loan can
never be called in. Should the lender wish the money
never so much he can get it only from someone who
will step into his shoes and receive the installments
month by month, as they become due.

Perhaps some of you are thinking, if not asking,
what is to prevent the owner putting aside a given
amount each month in the savings bank, and when
the first or second mortgage becomes due using this
fund to pay his mortgage. There is nothing—except
that human nature is what it is. Of those who have
tried this method very few have carried it through.
‘We make poor creditors of ourselves, others are much
more likely to hold us to such a promise. Further
than this when a considerable sum has been accumu-
lated, say a thousand dollars, a four-per-cent. return
seems very small, and there is great temptation to use
it for some personal desire or to invest it at a higher
rate of interest. At any rate the money goes and the
mortgage is not paid. An installment mortgage has
this in common with life insurance, it is enforced
saving.

One’s own home brings with it many advantages,
but it can be had only at some cost; almost any
method is better than none. It will demand sacrifice
and determination. We must be prepared to do real
work for it, and like everything else it will not come
by dreaming.

Grover Cleveland was once asked whether he
was an optimist or a pessimist: he replied that he did
not know, but of one thing he was sure he was not
an “Ilis(.” He described an “Ifist” by the following
illustration. With a party he was once being led
through the Maine woods by a guide; they lost their
way and wandered aimlessly for some time, then
left their packs and food under-a tree while the party
SOUght_the blazed trail they were looking for; this
they did not find nor were they able again-to find
the tree where their belongings had been left. It
began to rain, darkness was coming on, it was cold
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THE POSTAL SAVINGS BANK AS AN AID

By Joux HarsEN RHOADES

Rhoades and Company, New York

Thrift. t
I find the following
Economy, Good
my practical exper
everybody preaches
put into practice.

One of the earliest examples of thrift
records may be found in the scriptur
availing himself of the seven fat yes
made provision for the seven lean ye ¥ ift then
is that quality of the mind that impels us to prepare
for adversity. It is the basis of domestic independ-
ence, the cornerstone to the Home of Contentment.

While thrift has many meanings, such
perity, success and the like, which call for spending
as well as saving, our task this evening is to confine
ourselves to that kind expressed by the word saving-
ness, by the practice of which we hope to secure
comfort and ease.

Poor Richard s: most of you have r 1 Poor
Richard's Almanac—“A man may, if he knows not
how to save, keep his nose to the Istone all his
life.” No truer words were ever written. Poor Rich-
ard said many good things, such as, “Beware of little
expenses, a small leak will sink a great ship”; “If
vou'd know the Value of Money, go and borrow
some”; “If vou would be wealthy, Think of Saving
as well as Getting.”

While theoretically we agree that saving is wise,
the difficulty lies in putting our theories into prac-
tice. It is not so much that we want to ape others
as it is that we like to associate with and live as
well as those who have more means than we have.
This tendency falls doubly hard upon those with a
moderate income.

Not long ago an employee asked me for an increase
in salary, : ing that he could not support his
family on wh received. Believing that he was
being justly having only a short time before
raised his salary, I su sted that he economize. *“It
is easy for you to suggest economy,” he replied. “You
are in a position where at any time you can save
money, but I cannot afford to do so.” Now that man
little appreciated that it's just as disagreeable for a
man with a comfortable income to cut down his ex-
penses and sacrifice his foolish pleasures as it is
for the poor man to do so. It is merely a matter of
proportion. People of moderate means rarely appre-
ciate this fact. I do not wish to imply that the man
who is getting but two dollars a day can cut down
much, for one must eat to live, but I hold that where
economy involves the giving up of a 1
agance, the man upon a moderate sal
greater hardship than does the rich man w
fices a luxury.

I have laid stress upon this point
assert that their incomes are not s
thrift. As I have said every we
somethin Once establish the 1
will be eas and what is more if keenly
will in time become a pleasure.
the habit systematic or r
that we should try to form.

In discussing this subject a man who had mas-
tered the art of self-denial told me that 1 vouth
he had tried in many ways to save, but always
met with failure. He had placed funds in the savings
bank, but found he did not Kk ). He came to
the conclusion that he needed the whip of compulsion
to make him d was not 11 i ested
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o my dict
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he began to make progress. Here in order to secure
at is to reap the full benefit of this
method of e was obliged to put aside a certain
sum every If he failed to do so, he forfeited
proportion of the profits. h

He explained that, in his experience, starting with
an initial deposit in the savings bank, and intending
to make regular deposits thereafter, he discovered
that instead of making such deposits, he spent the
sum for other purposes, the result being that at the
end of the first year his savings account had but
one deposit. As a system he concluded that so far
as he was concerned it was a failure.

It is a pity that there is no way in which the
savings bank can encourage systematic thrift by
imposing a penalty where deposits are not made
regularly, or better still, by offering an inducement
to encourage periodical deposits. In Germany there
is a scheme in operation by which a savin bank,
in order to induce systematic saving, opens accounts
with the understanding that an amount equal to the
first deposit shall be deposited every week, to be paid
to collectors who call and present coupons for the
stated amount. If not paid to the collector or the
bank within eight days, the bank reserves the right
to close the account. I have no suggestion to offer,
but let us hope that some day we Americans may hit
upon a working plan. I have, however, wondered why
savings bank officials do not watch their accounts
more closely and from time to time approach de-
linquent depositors either by representative or by
letter, impressing upon them the advantage of sys-
tematic saving.

Put briefly, there are two ways of accumulating
money, to save it or to make it. Few are money
makers, that few of us possess that speculative
ability neces to acquire a fortune—if we did,
most of us lose a fortune—yet every man can
save money if he will but cut his coat according to
his cloth. Strar as it may seem, if you once es-
tablish the habit it is as easy to save as it is to
spend. How few appreciate this truth. How many
will say that it is easy to spend but hard to econo-
mize, and how many will claim that it is all very
well for a man with an independent income to speak
of saving, but that their incomes will not permit it.

We are told by our foreign friends that as a
nation we are thriftless. It's asserted on good au-
thority that we are the most extravagant people on
the face of the globe. Now, so far, we have got along
pretty well with all our waste, due to our enormous
natural resources. But as the country becomes older
and its resources diminish, economy will be essential,
and the time will come when we must adopt the
principles of thrift or else we shall find ourselves
dropping behind. This the experience of history.
One of the most thrifty nations in the world is France.
After the di t s German War of 1870, she found
herself owing five thousand million francs, that is
$1,000,000,000, yet the stockings of the French peas-
antry paid that huge indemnity in less than three
vears. To-day the whole world is extravagant—na-
tion, state, municipality, corporation, individual is
getting too fast and too far into debt. It is high
time that we called a halt.

Let us look into some of our personal extrava-
nces, for it is through the extravagance of the
individual that a nation becomes wasteful. Let's see
how a man can save, and this without robbing him-
.f-rlr of a single comfort that is good for him. Take
Ior i ance the ‘chase of newspapers. How many

the profit,




of you purchase more than two papers a day? For
the sake of argument, let's assume that some of you
buy as many as four. By cutting out two, you can

save, roughly speaking, $7 a year. How many pay
a nickel a day for having your shoes shined? Five
cents a day for 360 days amounts to $18 a vear. How
much do you spend on being shaved? Assuming that

a shave costs 15 cents, if one is shaved e\'c!'yVOLth‘
day—and many of you need it oftener—it will amount
to about $27 a year. How often do you travel in a
street car when you might easily walk, and improve
your health by so doing? Assuming that 5 cents
is wasted daily on carfare, we find that it would
amount to $18 a year. How many smoke more than
ten cigarettes a day? One ought to be satisfied with
ten. If you smoke twenty, you can by giving up the
extra ten, save roughly speaking, 10 cents a day, an-
other $36 a year. How much can you save y cut-
ting off unreasonable indulgence in moving-picture
shows? Shall we pay $15 a year, for perhaps you
do not appreciate that 25 cents a week amounts to

exactly $13 a year. Do you happen to know that
$500,000 is spent daily upon picture shows in this

country? How much will we ask the women to save
from the purchase of foolish knick-knacks? Is it not
fair to assume that on the average these purchases
amount to at least 10 cents a day? This ag g
$36 a year. From personal experience 10 cents a day
is letting them down easy. Then there is the bargain
counter, which tempts us to buy what we do not
want. Perhaps you will recall the story of Toodles
who purchased a coffin for himself at a bargain sale
for the day when he should require it.

I have mentioned only a few of our numerous
extravagances, but let us take our pencils and figure
out what these amount to for the family unit. About
$150. This, of course, is a rough estimate, and with-
out doubt we have placed too large a total against
some individuals, but I think we can safely assume
that such individuals have been extravagant in other
directions if not in the particular ways I have de-
scribed. Suppose we assume that a family can save
$150 a year, do you know what could be done with
that $150? Do you realize that $150, if a man started
young enough, would carry a life insurance of $5,0007?
Do you appreciate that $150 put in the savings bank
yvearly at three and one-half per cent. at the end of
ten years would amount to $1,823.227

Now, how about the money we should spend, for
cheapne is thrift’'s worst enemy. Thrift in truth is
that quality which makes one woman in five hundred
choose cashmere when she could buy silk for the
same price, knowing that silk sold at the same fig-
ure could not have the same wearing quality.

The proper kind of thrift is seen in Paris where
the wage is small and the cost of food high; yet the
people live better—in so far as the food is well pre-
pared—look better and seem happier than the same
cla here. Since they cannot afford waste, they must
get the best results for the money expended, and
having faced for years conditions that we as a peo-
ple must meet in the future, have learned that
thought and intelligence are needed even in the small
things of life. .In New York City it is the want of
thrift that makes the problem of how to live on a
small income seem almost hopeless.

You can rent an apartment in Paris for fifteen
or sixteen dollars a month. You can have one here
for the same price. In Paris the fact that your neigh-
bors are a thrifty, careful people, making the best
of what they have, renders living under the same
conditions quite a different thing from life in a cheap
apartment house in New York.

I have a firm belief that what we now regard as a
great misfortune, namely, “the high cost of living,”
will do more to teach real, practical thrift in this
country than thousands of books or sermons.

It is something like the old negro, who in la-
menting the folly of compulsory education said he
“’lowed he could knock more sense in a young negro’s
head with a two-inch plank than all the spelling books
in Virginia!”

One voung man tells me that his way of saving
is through keeping accounts.

“I find,” said he, “that keeping books is of the
greatest aid in maintaining a proper balance between
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's income and expenses, and enables one every
year to put a certain amount aside that would other-
wise be spent.”

At the beginning of each year, he told me he
detcrmined what proportion of his income should be
used for rent and living expenses, what amount for
his personal expenses, and what should be saved.

The great advantage of this method is that he
knew just how much he would have for each par-
ticular kind of expense, and having only a certain
amount would not exceed it, and at the end of the year
he knew exactly how much he had spent in each
department.

Another advantage of this system lies in the fact
that the amount which one determines to save is
put by at the beginning of each month, and is not
determined by what is left over at the end.

Another way of saving is that illustrated by the
experiences of the newly married couple, who were
obliged to move their belongings from their parents-
in-law’s to their own house and did not wish to go
to the expense of hiring a van. The husband agreed
to move all the things, and so he took his evenings
to do it. He had got about everything over when
it came to moving the grandfather’'s clock. He pro-
cured some straps, put the clock over his shoulders,
and struggled down the front steps. He managed to
get a few doors away and was sitting on a stoop
mopping his brow, when a fellow came along a little
the worse for wear, and said, “Say, mister, why—hic
—in thunder—hic—don’t you carry a watch?”

In order to present to you a concrete example or
picture of a thrifty man embodying all the traits
which I have set forth, I wish to read you a smal
portion of an address delivered at a recent bankers'
convention by the Reverend Robert J. Burdett.

“The word thrift,” says the Reverend Doctor,
“brings to one’s mental vision a clean farm, not over
acred, but without a weed or a mortgage on it; a
farmer who has men to do his work; and a farmer’s
wife with servants in the house and leisure after-
noons for herself in spite of all of which the man
does more work than any two of his hired men and the
woman does a little more than half the housework.
He takes the paper and reads it without spelling the
words of two syllables aloud; is a church member; a
school trustee; is kind hearted and cheery spoken.
Pays every obligation on the minute and to the penny,
tak advantage of every holiday and Sunday, and
always waits for the change. Waits till he gets it,
too. But if the odd penny in a transaction is coming
vour way he hesitates and gazes at you with a pa-
thetic note of inquiry in his expectant eyes. If with
half an eye on that penny yourself, you mumble ever
so indistinctly, ‘Oh, that’'s all right!” he fades out
of the scenario so swiftly and completely that you
think you must have dreamed you saw him standing
there a minute ago. Never wronged any man out of
a dollar and no man ever did him out of a nickel;
carries his money in an old-fashioned wallet, with
more and tighter folds than a boa constrictor, with
which he wraps up his wad rapidly when he has
received a payment, and unwraps it with the de-
liberate motions of a man working by the day when
he is getting out money to pay over to you. When
his wife wants a dollar for shoes for herself and the
five children it takes him longer to unroll that wallet
than it did to unveil the Washington Monument.
When he dies, which he very reluctantly, he
leaves his family well provided for.

“There is a vaudeville which embodies a
most excellent philosophy of thrift. Being a minister I
had to learn it from my sons, but they say I sing it
well for a preacher. The refrain line runs something
like this:; ‘Every little bit added to what you've got
makes just a little bit more.’” *“That,” said the doc-
tor, “is the philosophy of worldly prudence and thrift.”

“A little bit out of eve envelope, enough to
patch the leak in the roof, enough to provide for the
rainy day, enough for an evening at the show, enough
for the dreary days of sickness.

“Tonough to pay every bill when it's presented.
To take up the note when it's due. Enough to enable
vou fearlessly to meet the eyve of the deacon when he
comes down the c h aisle with the basket.

“Just enough to send the children to school; just

does

song



http:1,823.22

enough to teach the boy a good
keep an extra loaf in the larder.
) “Every little bit added to what you've got makes
just a little bit more.”

So de

trade; enc 1 to

the doctor’s sermon,
oncluded that we
the means offered for

save, we had best
taking care of our

As my subject deals with the postal savings bank,
I shall merely mention two other institutior and I
do so to clinch what I have already said in regard to

systematic saving.
Take, for example, the building and loan associ-
1. I referred to it briefly in my opening remarks.
1 ciation provides for regular monthly pay-
y of one dollar, on each share subscribed
> shares mature in about twelve years, and
at their maturity they are worth 200 each, that is
to say, by paying one dollar per month for twelve
years or thereabouts, the investor will receive $200
for a total of $144 paid in.
Different loan associations
but the 3 custom is that i pa) ey
money in for a year or two, you fail to continue pay-

ments you are merely entitled to draw out what you

have put in, that is, minus interest or profits.. Hence
you will note a penalty for the lapse in methodical
saving, and a strong incentive to continue to the end.
It goes without saying that one must exercise
caution in selecting such an institution.

Another device to encourage systematic thrift is
the guaranteed mortgage bond, but you want to be
sure that you get a good one. These bonds can be
purchased on monthly installments of $10 for each

due

$200 bond purchased. Interest at the rate of 4%
per cent. accrue on all payments as made. You
obtain the intere from the very moment that you
make your payment of $10. After making twenty
payments of $10 each, you are handed a guaranteed

415 per cent. bond, and thereafter the interest is paid
by check twice a year.

Now the postal savings bank has a distinect ad-
vantage over other institutions founded to encour-
age thrift, not even barring our state savings bank.
This advantage lies in the fact that your Uncle Sam
guarantees your deposit. In making a choice of de-
positories, there is no need for care of discrimination,
for each post office is but a collection agency for the
system. Let me describe the machinery.

The Postal Savings System is established for
the purpose of providing facilities for depositing sav-
ings at interest with the security of the United States
Government for repayment. The System is in charge
of a Board of Trustees consisting of the Postmaster
General, Secretary of the Treasury and the Attorney
General. An Act of Congres prescrib that the
funds received by the Postal Savings Depositories
shall be deposited in banks and shall bear interest at
the rate of not I 4 per cent. per annum. If

than 2314
no such bank exists in the city, town, village or local-

S

ity, or if none where such deposits are made will re-
ceive such deposits on the terms prescribed, then such
funds shall be deposited in the bank most convenient
to such locality.
ritory is

If no such bank in the city or ter-
willing to receive such funds on the terms
then such funds are to be deposited with
the Treasurer of the United States, who is ex-officio
a member of the Board of Trustees

The Postal Savings Act authorizes the Board of
Trustees to withdraw from the depository banks any
time not to exceed 30 per centum of the amount of
postal savings deposits for the purpose of investment
in the bonds or other securities of the United States.
The Board of Trustees has not availed self of this
authority as yet except to purchase at par postal sav-
ings bonds issued to depository banks from depos-
itors desiring to dispose of them.

There is now approximately
posit in the United States Postal

on de-
Banks;

Savings
most of this is from the savings of persons who do

not generally deposit in banks. It is difficult to say
what class seems to utilize postal savings banks.
About 25 per centum of the depositors are foreigner
The bulk seems to be people of the middle class.
There are more men than women depositors.. There
are now about 350,000 depositors. The average de-

“annuall¥ and redeemable at the pleasur

posit is approximately $100. The amount on deposit
has been increased about 8 per cent. a month.
Accounts may be opened and deposits made by any
person of the age of ten ars or ove After open-
ing an account the de
deposits to the I
Deposits are e

p.,.sifor may forward subsequent
al Savings Bank by mail

idenced by Postal Savings

tificates issued in fixed denominations of ; 5,
$10, 0 0, and $100. No person can deposit more

than $100 in any one calendar month nor have a
total credit balance at one time of $500, exclusive of
accumulated interest. Amounts than $1 may
wved for deposit by the purchase of 10-cent postal
savings cards and 10-cent postal savings stamps.
Each postal savings card contains blank spaces to
which savin stamps may be affis and the post:

savings card with nine 10-cent stamps thus affi
will be accepted as deposit of $1 either in opening an
account or in adding to an existing account.

Interest will be allowed on all deposits

rate of 2 per centum per annum.
A depositor will be permitted to exchange the
who or any part of his deposit into United States
Registered or Coupon bonds bearing interest at the
rate of 5 per centum per annum, payable semi-
of the United
States after one year from date of issue.

To better illustrate my meaning: Let us compare
the postal savings with the trustee system that we
find in the State of New York. I have explained
that, no matter in what post office you deposit your
funds, your deposit is 1aranteed by the United
States Government. There is no need of discrimi-
nation between the post offices or branches of the

less

at the

postal Avin bank. In the trustee system your
deposit is secured by rigid investment laws—that
is, investments are restricted to certain gilt-edged

securities—but inasmuch as the banks are managed
by individuals, some more conservative than others,
it is judicious to exercise a little care in choosing
our depositories. But how is it possible for the aver-
age savings depositor to exerci this discretion?
Can you picture the lady who, after her bank ac-
count was exhausted, kept on drawing checks because
her check book was full of checks—can you picture
this lady analyzing a savings bank report? Or the
one who, having been advised that she had over-

5 sent the bank a check on the

drawn her account $126,
same account for $126—analyzing a savings bank re-
port? Can you imagine the average laborer analyz-
ing a savings bank report? Why, there are some of
them I cannot analyze myself. I am reminded of
Mark Twain, whose manuscript was seized by the
soldiery on the Italian border, on the ground that
it was a dangerous document. He explained that
it was only a lot of jokes, and he explained and ex-
plained these jokes. The more he explained the less
they understood, until finally he could not understand
them himself.

The question presents itself, for without sug-
gesting a remedy it is unfair to criticize an institu-
tion which has been the flower of our banking sys-
tem for over a hundred years, and which in the main
has served its purpose well—what is the remedy in
our State savin bank situation? It's as simple as
A B C. It lies in concerted voluntary action or in
legislation that will enforce lower dividends, and thus
enable a larger part of the earnings to be set aside
to the surplus fund, the surplus being the fund that
takes the place of Uncle Sam’s guarantee in the case
of the postal savings bank. The surplus or guarantee
fund in a mutual savings bank is the margin of
safety in assets over liabiliti and is computed by
appraising investments at their market value—that is,
at pric at which the trustees believe these invest-
ments could be sold. The surplus belongs to its de-
positors, and in case of liquidation would be paid over
to them, but in a going concern it is held by the man-
agement as a guarantee fund for the protection of all
depositors, for a trustee has no right to pay one de-
positor in full unless he is certain he has the means
to pay all in the same manner.

Now, in bringing out the

strong point of the

rn:ns‘ml savings bank, I have been forced to show up
a flaw in our savings bank laws that can be easily



http:dep?sit0.rs

welcome
your atten
depositor was acquain
time that he more cle
banl We ca
the payment of
itors co-operate )i
my co-trustees may take exception to
but I am one of those who believe in ¢
ic. This is nc say that I do

form comes from
until public opinior

forces me

1 to imply tt
L as ma

St

should like for a moment to warn
in withdrawing a savings deposit for
»n though it be in the government bond.

a marked distinction between an investment

It is

you

not

an




EIGHTH LECTURE, APRIL 23, 1913.

THE LOAN SHARK EVIL AND CO-OPERATION AS AN AID

By A. H. Ham

Director, Division of Remedial Loans, Russell Sage Foundation

The sailors of the United States Navy are fond
of the sport of shark fishing. On one oc on the

men of the battleship Wisconsin while lying-to off the
Midway Islands captured a man-eating shark. They
hoisted it on board, riddled its head with Colt's navy
bullets, disemboweled it, and after removing sundry
portions of its anatomy for use as bait consigned the
remains to the deep. To their surprise the remains
swam placidly away and with a parting flip of the
tail that seemed to say “Nothing but a scratch” dis-
appeared.

With respect to predatory habits and the tenacity
with which it clings to life, the man-eating shark has
a counterpart in the variety existing in human form,
known as the loan shark. The term is applied to in-
dividuals and companies engaged in the business of
making small loans secured by personal property, as-
signment of wages or endorsed notes at extortionate
rates of interest. It has been impossible to determine
accurately the extent to which the financial pirates
operate in this country, but investigations in many
cities warrant the assumption that every industrial
city in the United States of more than 25,000 popu-
lation in which no competitive agency has been es-
tablished, is infested with loan sharks in the pro-
portion of one to 5,000 or 10,000 people, and at least
20 per cent. of the voting population is discounting
two days’ labor for the immediate price of one.

In New York City investigations by the Commis-
sioner of Accounts, the District Attorney and others
have shown that about 200 loan sharks find here a
fruitful field of activity and that their charges range
from 60 to 400 per cent. per annum. Their victims
number several hundred thousand and include city,
state and federal employees, clerks employed by pub-
lic service corporations and industrial establish-
ments, teachers, small business men and professional
men. It has been asserted many times that over one-
third of the employees of the city are almost constantly
in the debt of these agencies and are forced to pay
over 10 per cent. per month interest on such amounts
as they can borrow from one payday to the next.

A business of this character and extent, carried
on among employees, has naturally become a source
of great annoyance and worry to employers. Many
of them, casting about for a solution, have attempted
to discourage the habit of assigning wages among
their employees by threatening with immediate dis-
charze upon discovery any employee so involved. This
rather common attitude among employers is illus-
trated by the following excerpt from a letter which
I recently received from the president of a large
manufacturing concern in this city: “We now have
a rule that whenever an employee’s salary is attached
by one of these firms and such notice to served upon
us, the employee is subject to discharge. This, we
think, is a good rule, as it prevents our employees
from going to these agents, whether to purchase goods
or to get a loan on their wages.” The effect of such
action on the part of the employer is shown in the
following typical case:

A young man holding a responsible position en-
dorsed the note of a friend who had been compelled
to borrow $50 from a salary loan shark. Under the
loan shark system the endorser as well as the bor-
rower is required to give an assignment of his wages.
Subsequently the borrower, before he had paid his
loan, lost his position and left the city. The loan
company called upon the endorser to make good the
loan. He was unable to do this, but knowing that
his employer would discharge him if it became known

that he had dealings with the loan company, and as
the loan shark was already threatening to notify the
employer, he went to a second loan company to borrow
the amount claimed by the first. This began a chain
of transactions that lasted for about eighteen months.
During that time he paid the money-lenders $250
excess of the amount received from them and we
indebted to the extent of $300. The loan shark one day
informed him that unless the total amount due was
paid on the following day a file would be placed
against his wages. Knowing that such a development
would cause his discharge, he determined to raise the
money by what seemed to be the easiest course under
the circumstances and appropriated $200 of his em-
ploy funds at that time under his care. This was
sufficient to meet immediate demands, but the loan
shark still claimed a balance of $100 and after a time
again became insistent in his demands for payment.
Unable to get more money from the man, the loan
company filed on his wag and he was discharged.
When his theft had been discovered it was found that
he had disappeared, and it is believed by his wife and
his employer that he has committed suicide.

The greatest evil in the salary loan shark's bu
ness lies in his power over men upon whose wages he
has loaned money and who dare not let their em-
ployers know of their assignment through fear of
loss of employment.
been termed “the loaning of money without security
but in reality the salary loan shark has at his com-
mand a very effective agency for collection—the bor-
rower's fear of discharge.

If only people who actually needed money went
to the loan sharks the distress which now exists
would be greatly lessened. One of the tragedies of
the system is that it makes getting money that is
not needed comparatively easy. Men are encouraged
by alluring advertisements to purchase things not
greatly needed, to buy expensive presents for friends
and relatives at the Easter and Christmas seasons and
look to the loan agent for the money with which to
pay. Thus they sell their earning power, actually
sell themselves into slavery for months and even
yvears to gratify a momentary desire or to keep up
a useless and extravagant custom.

That the purpose of the loan is not meritorious
does not interest the loan shark, in fact provided the
borrower has a good position he rather prefers mak-
ing a loan for some reprehensible purpose, for he
knows that it will be easy to collect his charges by
threatening to notify the wife or employer.

Why is it that the backbone of the small loan
business is made up of city employees and employees
of large corporations whose pay is regular and above
the average and whose positions are fairly secure?
It is because the very ease with which such men can
borrow offers an almost irresistible temptation to
spend foolishly and live beyond their means. Once
caught in the trap, men continue to borrow to pay
interest on the first loan until sooner or later they
are lured into depths of embarrassment and WOorry
that impair their efficiency as employees and subject
them to temptations to embezzlement and forgery
and other crimes.

The manager of a loan office in this city once
stated that within a period of three years twenty-
two of his borrowers committed suicide.

It is not always the extravagant and weak-willed
man who patronizes the loan shark many loans are
made as a result of needs that are real and pressing.

The salary loan business has
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but also the graver aspects of impaired morals, de-
creased efficiency, family desertion and crime
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der it worthy of public attention and concerted

fort toward its elimination.
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In a large number of states the loan shark has
been formally abolished by law; grand juries have
time and again returned indictments against him
accompanying their presentments with statements of
extortion and oppression almost unbelievable in this

enlightened age; prosecuting officials have announc
their intention of eliminating him from the commu-
nity and prominent newspapers have wound up cru-
sades of publicity by announcing his extinction, but
still this blot on our civilization remains. It true
that the activities of many of the loan sharks in N
York City have been temporarily curbed by recent at-
tempts to enforce the law and by the educational
campaign that hz ught int borrowers with
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their rights, but it is almost certain that the results

will be of only temporary value unless the needs of

deserving borrowers are met in some other way.
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ver in recent years and fostered by the loan
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tims, for we must remember that the man whose in-
come is suflicient only to de r the bare ne-
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closed.

Does it not seem strange that the loan shark
office is virtually an American institution, that it is
practically unknown outside of this country? Can it
be t in other countries sudden calls for money in
time of illness or other emergency do not occur? I
do not think so
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