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= Jovis, 20° die Februarii, 1851."

Ordered, Tuar a Select Gommittee be appointed to consider the
Layggf Partnership, and the expediency of facilitating the Limitation
of Liability, with® vicw to cncowage useful Enterprise and the addi-

tional Employment of Imbour.

Martis, 25° die Martii, 1851.

Committee nominated, of~—

Mr. Labouchere.
Mr. Slancy.

M. Cobden, -

Mr. Sotheron.

Mr. Ewait.

Mr, Heald.

Mr. John Ellis.

Mr. John Abel Smth,

Mr. Anderson.

Mr. Maorris.
Mr.Chichester Toitescue.
Myr. Gign,

M. Tulucll

Mr. Tatton Egerton.

Mr. Roebuck.

Ordered, Tuar the Committee have power to send for Persons,

Papers, and Records.

Ordered, Tuat Five be the Quorum of the Commiitee.

Vencris, 11° die Aprilis, 1851.

.

Ordered, Tuar Mr. Anderson be discharged from furdher altend-

ance, and Mr, Pilkington be added.

Martis, 17° dic Junii, 1851.4

Ordered, Tuar Mr. Roebuek and Mr. Tufnell be discharfied fiom
further attendance, and Mr. Wilham Evans and Mr. Wrightson be

added. ’

BMartis, 8° die Julii, 1851.

4 L
Ordered, Tuar the Commitiee have power to Report Observations

and Minutes ¢f Evidence to The House,

THE REPORT -t - -
PROCEEBINGS OF TIIE CO
MINUTES OI' EVIDENCE -
, APPENDIX - - -, -
INDEX - - - - -

« - - = piiii
MMITTEE - - p.x
-0 - - - pt

- == = pagy
- - = = pays




R EPORT.-

THE SELECT COMMITTEE appointed to consider the
LAw of PARTNERsHIP, and the Expediency of facilitating
the Limitation of Liability with a view to encourage useful
Enterprise and, tile additional Ewmployment of Labour;
and who were empowered to eport the Minutes of
Evidence takens before them to The House ;—HAVE con-

sidered ithe Matter to them referred, and agreed to the
following REPORT : ' '

HE subject referred to Youx Committee is one of great

and increasing intercst. On account of its wide rela- a
tions to large classes of society, Your Comunittee have thought
it incumbent to proceed with caution, and to weigh care- .
fully the arguments and cvidence gadduced before them, -
urging alterations in the law. ’

The Committee of lasf Session, on Investments of the
middle and working classes, partially investigated the ques-
tion now referr®d to Your Committee, but gave no opinion
upon it. Their Report contained two recommendations of
great cénsequence to large classes : ¢

Ist. That Charters of Limited Liabgity, for useful under-
takings, should be granted by the Crotvn with due caution,
but at a far more reasonable cost.

2dly. That where several-industrious men work together,
with a small capital, the law should provide a remedy against
fraud on the part of any dishonest partuer, and a summary "

mode of enforcing - the rules agreed to for mutual govern-
ment. J ’

In entering more closely on the consideration of the

subject referred to them, Your Committce wotild adopt a
few lines from a former Report, and say—

“That the great change in the social position of multi-
509. a2 tudes,
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tudes, arising from the growth of large towns and crowded
districts, renders ® emore necessary that corresponding-
changes in the law should. take place, both to improve their
condition and contentméat, and to give additional facilities
to iMvestments of the capital which their industry and enter-
phize is -constantly czeating and augmenting.”

Your Committee would also add, in the words of their
predecessors, ¢ That they doubt not ultimate benefit will
cnsue from any measures which the Legislature may be
cnabled to devise for simplifying the operation of the law
and unfettering the energies of trade.” *

Your Committee also desire to record their conviction
that «if it be desired to promote assoctation among the
humbler classes for objécts of mutual benefit, no measure
will tend more directly to this end than one which will give
a cheap and ready means of settling disputes of the partners,
and enforcing the rules agreed to for mutual government.

Evidénce of the jncrease of personal property of late years
may be shortly stated. The Population Returns show an
-imcrease of the population of almost all of our largest towns
(chiefly inYfabited by persons dependent on personal pro-
perty), at the rate of nearly 30 per cent. in every decennial
period since the begimiing of the century to the present
time, whilst the rural inhabitants have augmented only at
about one-third the same proportion.
A return of 10 February 1851 | as to assessments to the
property tax, shows that in Great Britain as4 general result
the annual value is as follows :

|
— 1814-13. 1848,
£. £,
Of Lands - -+ - -| "39,405,000 47,081,000
Messuages, or chicfly houscs,
&ec. in towns - - - 16,259,000 | 42,314,000
Railways, gas works, and_other
property, chiefly considered
personal property - - 636,000 8,885,000
¢ . . The

Report on Investments of Middle and Working Classes, July 1830,
[ KReturn to the House of Commons, ‘
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The result .in round numbers shows that in 33 years
since tie peace, whilst lands in Great Britain have increased -
in value to 1848 only 8 3 millions‘jm annual value, or a little
more than five per cent., messuages (being chiefly houses
and manufactories, and warehouses in and ncar towns, and
inhabited by persons depending greatly on trade and cops.
merce) have augmented in value above 26 millions in
annual value, or about 130 per cent. in the same period.

[ ]

From the same returns it appears that the value of rail-
ways, gas works, and other property, chiefly held in shares
as personal property, has incrcased above 12 fold in the
same period. ¢

[ ) .

The same results showing.the increasc of personal pro-
perty, since the peace, in the United Kingdom, may be
deduced from various Returns to Parliament, showing the
increa¥e of legacy duty to have been derived from a capital
of 24 millions in 1816, and to have been paid on a capital
increased to 45 millions in 1845 ; the increase of deposits
in the saving banks, and from ether undoubted sources of
information.

Your Committee beg to state that in addition to the
augmentation in the amount of persgnal property, is to be
remarked its great division among large classes of the com-
munity, in the middle (or gven the humbler) ranks of life, as
is shown by the returns of amounts of public stock held by
each person, and other sources of information. .

Your Committee would observe that the course of modern
legislation (the wisdom of which appears, in this particular,
generally allowed) seems to have been gradually to remove
restrictions on the power which every oge has in the disposal
of his property, and to remove those fetters on commercial
freedom which long prevailed in this country.

L

The usury laws, and varidus laws against combinations,
have been modified or repealed. General Acts to facilitate
the formation .of Joint Stock Associations and Building
Societies, and other important Acts tending to:the same
result, have in late years been safictioned by the Legis-
lature. .

Your Committee now proceed to consider whether any
suggestions of a like nature ought to be made in reference,
to the laws of partnership, and especially the unlimited
liability of partners, as it exists at present in this country.

509. a3 By
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By the cxisting law, no person can advance any capital
to any undertaking, public or private, in the profits of which
he is to participate, nor hecome partner or shareholder in any
enterprise for profit, without becoming liable to the whole
amount_ of his Tor{une, as expressed by a great legal autho-
.tity, to his last shillihg and his last acre.

Such general and”unlimited liability can be restricted
to any given suma or share only by Special Act of Parlia-
ment or Charter from the Crown; neither of which is
obtained without much difficulty, expense and delay, and
in many cases cannot be obtained at all.*

It is contended, that however adv&ntgtgeous the law of
unlimited liability of partners may be, as applied to the
principal commercial . transactions of this country, carried
on by the most part by firms of few partners, that yet it
would be of great advantage to the community te® allow
limited liability to be extended with greater facility to the
shareholders in many uscful enterprises, often promising at
the same time public benefit and private profit, which are
constantly called for by the increasing population and wants
of our towns and populous districts ; such as water works,
gas works, roads, bridges, markets, piers, baths, wash-houses,
workmen’s lodging hotses, reading rooms, clubs, and various
other investments of a like nature, chiefly confined to spots
in the immediate vicinity of the subscribers. Large stores
for the sale of provisions and other necessaries in populous
districts, and supported by the combined- capital of small
shareholders, may be considered as belonging to the same
kind of<enterprises. .

Your Committee think it would be a subject of regret
if cautious persons;?of moderaté capital, and esteemed for
their intelligence and probity in their several neighbour-
hoods, should be now deterred from taking part in such
undertakings by the heavy risk of unlimited liability ; yet
such persons would in many instances be the best guides
for their humbler and less experienced neighbours, and their
names would afford security that the enterprise had been
well considered, and wis likely to be well conducted,

Your Committee think that it would be desirable to re-
move any obstacles which may now prevent the middle and
. even

* The cost of a Charter was shown in many cases to amount to 1,0004.—

‘“ Report on Investments in 1850.” ¢
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even the more thriving of the working classeg from taking
shares ¢n such investments, under th® fanction of and con.
jointly with their richer neighbounrg; as thereby their self-
respect is upheld, their industry and intelligence encouraged,
and an additional motive is given to them to preserve order
and respect the laws of property. o ¢

P

Your Committee would therefore recommend that under
the supervision of a competent authority, rules should be
laid down and published for the ghidance of persons apply-
ing for such charters, with requisite precautions to prevent
fraud ; and on compliance with such rules, that charters
should be granted. eSecurity for compliance with such rules
might be given and enforfed at the quarter sessions, or’
before some other local tribunal of wequisite authority.

It might, in sdme cases, perhaps,'be advisable that the
liabiltty of each shareholder under the charter should be
double the amount of his share of the capital calculated to
be necessary for the undertaking.

Your Committee now proceell to consider the propriety
of permitting the introduction of partnerships, on the prin- *
ciple of limited liability. :

Your Committee have referred to the report and evidence
given before the Commission on this subject in 1837, where
opinions entitled to great weight, were almost equally
divided ; in the Appendix to that Report is the outline of a
proposed law om the subject, by Mr. Baring, a name highly
respected in all comwmercial circles of the world.

In the Report on Joint Stock Companies in 1844,*valuable
information on matters closely connected with this subject
will be found ; and in tlte Report o». Investments, of the
last Session, evidence bearing on this inquiry is worthy of .
perusal.

Your Committee, considering the extent and importance
of the proposed alteration in the law, are unwilling to pro-
ceed in such a matter without the greatest caution. They
find that the best authorities are diyided on the subject, and
that it would require great care+to devise the checks and
safeguards against fraud, necessary to accompany such a
general relaxation or®change in.the law. It seems also the
opinion of the best-informed persons, that additional facilities .
are wanting to settle partnership disputes in accounts, and
that some cheaper and simpler tribunal should be afforded

509. * ag than
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than the costly and tedious process of application to the
Court of Chancery.” ¢ o

On the whole, Your Committee have come to the reso-
lution,

That the law of partnership, as at present existing, viewing

<its importance in reference to the commercial character

and rapid increase of the population and property of the
country, requires eareful ?nd immediate revision.

They recommend, therefore, the appointment of a Com-
mission, of adequate legal and commercial knowledge, to
consider and prepare, not only a consolidation of the existing
laws, but also to suggest such.changes in the law as the
altered condition of the country may require ; especial atten-
tion being paid to the establishment of improved tribunals
to decide claims by and against partners, in all partnership
disputes; and also to the important and much controverted
question of limited and unlimited liability of partners.

It appears to Your Committee that the uniform tendency
of the valuable evidence taken before them, is in favour of
an increased stringency in bankruptcy laws, if such a relax-
ation of the law of partnership should take place.

Your Committee haying considered the difficulties attend-
ing this wide subject, are further desirous of expressing
their opinion in favour of such an.alieration of the existing
Usury Laws as may increase the facility of persons embarked
or embarking in business, to obtain incregsed capital ; an
object which they conceive to be one of unmixed public
advantage, provided it he not accompanied by undeserved
or factitious credit.

They therefore recommend, that power be given to lend
money .for periods Tot less than 12 months, at a rate
of interest varying with the rate of profits in the business
in which such money may be, employed; the claim for
repayment of such loans being postponed to that of all
other creditors : That, in such case, the tender should not
be liable beyond the sum advanced ; and that proper and
adequate regujations be laid down to prevent fraud.

Although Your Committee have thought it their duty to
confine their recommendations to the two points set forth
in this Report, viz.— *

1. A greater facility in granting charters, under rules
published and enforced by the proper authorities;

« 2' Ah
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2. An easier mode of borrowing additional capital, with.
out riske to the lender beyond the mrmount® of the sum

advanced ; —- ‘Y

Yet they anticipate many improvements in the laws
bearing on the varied enterprizes and impro?ements of the
country, fram the’ labours of such a (ommission as they
recommend ; and think that a more matured consideration
of this most important subject will be well purchased by a
short delay necessary for this purpese.

Your Committee would express their conviction that it
i3 no less consistent with the spirit of recent legislation than
conducive to-the public advantage, and the promotion of
legitimate trade, td relax any restraints whichh may now exist
on the free action of individuals or application of capital,
due regard being paid to the importance of preventing the
acquirement of undue or undeserved credit, or giving cn-
couragement to ignorant or reckless specu]atlon

8 July 1851.



X PROCEEDINGS OF THE SELECT COMMITTEE

PROCEEDINGS OF THE COMMITTEE,

]

«

Jovis, 3° dic Aprilis, 1851,

€ —

Present :

Mr. Slaney. Mr, Cobden.

Mr, Ellis. . M Ewart.

Mr. J. A, Smith. Mr. Chichester Fortescue,
M. Glyn. ¢ Mr. Morris,

Mr. StaNEY called to the Chair.
Committee deliberate on the course of proceeding.

[Adjourned to Tucsday next, at Two.

Martis, 8° dic Aprilis, 1851.

e et e (7

Present:

M. StANEY in the Chair.

Mr. Labouchere. M. Ellis.

Mr. Glyn. Mr. Ewart.

Mr. Cobden, Mr. Morris.

Mr. Heald. Mr. J. A. Smith.

Committee deliberate on the course of proceeding.

[Adjourned to Tuesday, 6 May, at One,

Martis, 6° die*Maui, 18651,

Present :
Mr. SLANEY in the Chair.

Mr. J¢ A. Smith. Mr. Ellis.
Mr. Glyn. M. Heald.
Mpr, Ander-on. ) Mr. Moriis.

L
Committee deliberate on the course of proceeding.

[Adjourned to Tuesday, at Two.
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Martis, 13° die Maii, 1851,

Present :
Mr. SLANEY in the Chaig.

M. T. Egerton, Mr. Labouchere.
Mr. Sotheron, Mr. J. A, Smith,
Mr. Tutnell. M. C. Fortescue.

Mz, John Ellis.
Mr. J. G. Phillimore, cxamined,

Mr, Lioni Levi, examied.
. * [Adjourned till Tuesday.

Martis, 20° dic Mait, 1851.

a7

Present :

Mr. SLANEY in the Chair.
M. Sotheron. Mr. T. Egerton.
Mr. J. A. Smith, Mr. Glyn,
Mr. John Ellis. Mu., Tulnell.
Mr. Fortescue. Mr. Morris.
Mr. Heald. Mr. Cobden,
Mr. Ewart. . '

John Howell, esq., examined,
Mr. Jokn IIenr;‘y Sieber, examined.

Jamess Stewart, esq., examined.

[Adjourned till Tharsday, at Two.

Jovis, 22° die Maii, 1851.

Present :
-Mr, SLANEY in the Chair.
M. Cobden. « “Mz. Sotheron.
Mr. Ewart. Mr. John Ellgs.
Mr. Morris. . Mr. Glyn.
Mr. Tatton Egerton, ! © M. Pilkington,

Mr. Turner Lownsend, examined.

[Adjourned to Tuesday, at Two.



xii PROCEEDINGS OF THE SELECT COMMITTEE

Martis, 27° die Maii, 18561,

¢
1

Present:
« M. Suancy in the Chair,
Mr. J. A. Sonth, Myr. Heald.
Mz, John Llls.* Mi. Pilkington.
M. Ewart, « M. Moin-.
M. C. Fottescue. ¢ ML Egerton,

Mzr. Sotheron.

Mr. Commissioner 'une, examined.
Mi. Cottun, examined,
Mr. I, Carnae Brown, examined.
‘. [Adjomned till Tuesday next, at Two
.

Martis,”3° die Junii, 1851.

DPresent:
Mr. SraNry in the Chair.
Mr. Tufnell. Mr. John Ellis.
Mr. Tatton Egerton. Mr. Pilkington.
Mr. Morris. Mr. J. A. Smith.

Mr. Iawes, examined.
Mr. Davis, sccietary of legation, American Embassy, examined.

Form of queties scttled by the Committee, read as follows :

“ It has been proposed to limit the liability of paitncis to the
a1.ount gf their respective subsciiptions in certain companies or part-
nerships duly registered.

“T1t has been thought by some bersons that such a measure,
properly guarded by 1egulations to prevent fiand and rash specula-
tion, may assist useful investments for the combination of capital of
the middle classes, and aid useful local enterprizes.

“ Tt is proposcd that this measuré should not extend to banking,
insurance, or other employments for capital of a veiy speculative
nature.

“Such partneiships of limited liability, under ceitain rules, aie
established in France, Germany, Holland, and the United States of
America. . )

“Tt is desired by some parties that such partnerships should be
introduced here, .

“ Your opinion is 1equested on this subject, with such suggestions
as you may think useful.”

EAdjourred to Tuesday, 17th, at Two.
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Jovis, 19° dic Junii, 18#e.

‘e
Present: =
Mr. SLANEY in‘the Chair.

Myr. Sotheron. Mr. TsEdans.
Mr. Pilkington, Mr. J. A. Sith.
Mr. Wrightson. Mr. Glyn,

Mr. Ewart. Mr. Monrs.

Mr. Matthew Clark, cxammed.
Mr. T. C. Lietch, examined.
Mr. E. W. Field, examincd.
M. Duncan, examined? o
* [Adjourned to Tuesday next, at Two,

Martis, 24° die Junii, 1851.

Present :
Mr. SLANEY iu the Chair.
Mr. Morris. M. Ewart.
Mr, Evaus. Mr. Pilkington.
Mr. Fortescue. Mr. John Ell s.
Mvr. Heald. Mr. Wrightson.

The Committee deliberated.
[Adjourned tilk Tuesday, 1st July, at Two o’clock.

Martis, 1° die Julii 1851.
Present :
Mr. SraNey in the Chair.

Mr. Wni. Evans. Mr. Heald.

Mr. Wrightson. Mr. C. Fortescue.
Mr. Morris, . M. J. Ellis.

Mzr. Pilkington. Mr. Glyn.

Mur. J. A. Smith.
Draft of Report proposed by the Chairman, read a fist time as
follows : ‘ ,
“ DRAFT OF REPORT.
“ Your Committee l'ecgmmen(l—

“ 1st. That ¢ harters of limited liability, for useful local enterprises,
subject to ceitaih rules to be lnid down, should be granted at much less
cost, and with inuch greater facility, than has hitherto been the case.

“ 2d. That
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 2d., That the law of limited ligbility of partners, as in usage
abroad, should, unde due regulatiqns, be adopted here, but not ex-
tended to banking, mining, insurancg, foreign trade, or other enter-
prises of a like speculative or uncertain character.”

“ The subject 1eferred to Your Committee is onc of great and
increasing interest<to Jaige classes of the community, It bears upon
. many enterprises within the kingdom likely to incrcase employment,
foster industry, and give additional facilities to investments of various
amounts. On accaunt of its wide relations to large classes of society,
Your Committee have thought it incumbent to proceed with caution,
to weigh carefully the arguments and evidence adduced before them,
urging alterations in the law.

“ The Committce of last Session, on investments of the middle
and woiking classes, partially investigatedhe question now referred
to Your Committee, but gave no opinion upon it. Their Report
contained two recommerdations of great consequence to large
classes : o

“ 1st, That charters of limited liability, for useful undertakings,
should be granted by the Ciown with the gieatest caution; but at a
far more reasonable cost.

“ 2dly. That where scveral industiious men work together, with
a small capital, dirccted by .managers whom they choose, the law
should provide a remedy against fraud of any one dishonest partner,
and a summary mode of enforcing the rules agreed to for mutual
government,

“In entering morc closely on the cousideration of the subject
referred 1o them, Your Committee would adopt a few lines from a
former Report, and say—

« ¢ That the great change in the social position of multitudes,
arising fiom the growth of large towns and crowded districts, renders
it more necessary that corresponding changes in'the law should take
place, both to improve their condition and contentment, and to give
additiogal facilities to investments of the capital which thejr industry
and cuterprize is constantly creating and augmenting.’

“ Your Committce would also add, in the words of their predeces-
sors, ., That they doubt not ultimate bencfit will ensue tiom any
measures which the Legislature may be enabled to devise for sim-
plizyh}g the operation of the law, and unfcttering the energies of
trade. .

‘¢ The vast increasc of personal property of late years will not re-
quire any long statements. The Population Retusns show an increase
of the population of almost all of our largest towns (chiefly inhabited
by persons dependent on pgrsonal property), at the 1ate of nearly 30
per cent. in every decennial‘period since the beginning of the century
to the presert time, whilst the rural inhabitants have augmented only
at about one-third the same proportion.

“ A return of 10 February 1851 as to assessments to the property
tax, shows that in Great Britain as a general result the value is as
follows :

. « Of
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P 1814—1?. 1848,

2Y £.

« Of lands- - - - - | -39,405,000 | , 47,981,000
¢« Messuages, or chiefly houses, &c. )

in towns - - - - 16,259,050 42,314,000
“ Railways, gas-works, and other .

property, chiefly considered per- .

sonal property - - - 536,000 8,885,000

“ The result in round numbers shows that in 33 years since the
peace, whilst lands in Great Britain have increased in value to 1848
only 8 } millions in anpudl valuep or a little more than five per cent.,
messuages (being chiefly houses and manufactories, and warehouses
in towns, and inhabited by persons depegding greatly on trade and
commeice) have augmented in value above 26 millions in annual
value, o, about 130 per cent. in the same period.

“ From the same returns it appears that the value of railways, gas-
works, and other property, chicfly held in shares as personal property,
has increased above tweive fold in the same period.

¢ The same rcsults, showing the vast, increase of personal property
since the peace, in the United Kingdom, may be deduced from vaiious
Returns to Parliament, showing the increase of legacy duty to have
been derived from a capital of 24 millions in 1816, and 10 have been
paid on a capital increased to 45 millions in 1845 ; the increase of
deposits in the saving banks, and from other undoubted souices of
information.

£ Mr. Porter, one of our\sb-csl, authoritics on statistical subjects,
calculates the amount of personal property in Great Britain to have
nearly doubled in 30 years, and to amount in 1845 to upwards of
2,200 millions sterling, from 3,200 millions in 1815.

“ Your Committee beg 1o state, thatiu addition to the vast aug-
mentationein the amount of personal property, it is to be remarked
its great division among large classes of the community, of the
middle or even the humbler ranks of life, as is shown by the returns
of amounts of public stock held by each person, and other sources of
information.

“It must be evident that in[ proportion to the facilities given for
the security and investment of fproperty acquired by enterprise and
industry, it is likely that a pdople will be enterprising and indus-
trious. . .

“ It therefore becomes of greqt consequence to inquire, if there are
any existing restrictions in the uje or application of personal property
which can be safely removed or felaxed. ,

“ Your Committee would observe that the course of modern legis-
lation (the wisdom of whigh seems, in this particular, generally al-
lowed) seems to have been gradually to remove restrictions on the
power which every one has in the disposal of his property, and to
remove those fetters on commercial fieedom which long prevailed in
this country.

“ Laws



Xvi PROCEEDINGS OF THE SELECT COMMITTEE

“ Laws faveuring & esmblishing'monopolies are for the most part
abolished. The usury laws, and various laws against comlinations,
have been repealed. "General acts to facilitate the formation of Joint
Stock Associations, and for Building Societies, and other important
acts to admit the freedom of trade, have in late years been sanctioned
by the Legislature.o .

< “Your Committee ‘would now proceed to consider whether any
suggestions of a like neture (arising from the great change of circum-
stances and relative amount of personal property) ought to be recom-
mended as applicable to the laws of partnership, and especially the
unlimited liability of paitners, as it exists at present in this country.

“ By the exisung law , no person can advance any capital to any
undertaking, public or piivate, in whosc profits he 1s to participate,
nor become partner or shareholder in any caterprise for profit, with-
out becoming liable to the whole anfount of hie fortune, as expressed
by a great legal authority, to his last shilling and bis last acre.

“Such general and unlimited liability can be restricted only to
any given sum or share 'y special Act of Parlitment or charter from
the Crown, neither of which is obtained without much difficelty, ex-
pﬁnse and delay, and frequently and generally cannot be obtained at
all.» i

“TIt is argued on one side, that this unlimited liability of persons
becoming partners or sharchalders in any enterprise for profit tends
to promote caition, to cheek rash enterprises, and to ensure husiness
being conducted by solvent paitics and sufficient capital.

“That a salutary dread of the unlimited risk they would run keeps
many from dangerous speculations, and renders it difficult for plau-
sible men, bringing forward such schemes, to cnlist victims to their
ruin.

“ On the other hand it is contended, that however advantageous
the law of unlimited liability of partners may Dbe, as applied to the
principal commercial transactions of this great country, carried on by
the most part by firms of few partuoers, that yet it would be of great
advantage to the community to allow limite({l liability to be extended
with much greater facility to the shareholders in many usé¢ful enter-
prises, often promising at the same time public benefit and private
profit, which are constantly called for by the increasing numbers and
wants of our towns and populous districts, such as waterworks, gas-
works, roads, bridges, markets, piers, baths, wash-houses, workmen’s
lodging houses, reading rooms, clubs, and various other investments
of a like nature, chiefly confined to spots in the immediate vicinity of
the subscribers. Large stores for the sale of provisions and other
necessaries in populous districts, to check monopoly, and suEported
by the combined capital of shareholders, may be considered as belong-
ing to the same kind of entqrprises.

“Your Committee, after <onsidering this class of cases, cannot
doubt that many cautious persons, of moderate capital, and much
esteemed for thewr intelligence and probity in their several neigllllbogr-

* oods,

* The cost of a Charter was shown to amount to 1,000/.— Report on Invest-
ments in 1850.” R
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%hoods, are now deterred from taking part in such updertakings by the
heavy risk of unlimited liability which attends shag€holdere; yet such
persons would in many instances be the best guides for their humbler
and less experienced neighbours, and their names would afford!se-
curity that the enterprise had been well consfdered, and was likely in
its progress to be well conducted. ) .

“ Your Committee think (independent of the advantage to the com-
munity of such-enterprises being facilitated and carried out by local
capita{) it is a great benefit to enable the middles and even the more
thriving of the working classes to take shares in such investments,
under the sanction and conjointly with their richer neighbours, as
thereby their self-respect is upheld, their industry.and intelligence
encouraged, and a ﬁreat additional motive is given to them to preserve
order and respect the laws of property.

¢ These views are sanctioged by the general tenor of the evidence
adduced ; the example ofthe New England States also seems worthy
of consideration in this respect. .

“ Under all these circumstances, Your Committee would strongly
recommend that charter8, conferring limited liability on the share-
holders, sheuld be granted to such entérprises as have been enume-
rated, and others of a like nature, at a small expense and with every
reasonabléfacility. Your Committee are of opinion that a Board or
officer should he appointed by Government, whose duty it should be
to see that the requisite precautions to prevent fraud and to ensure the
honesty of the underta\kin§l were observed ; that rules should be laid
down and published for the guidance of persons applﬁing for such
charters, and on their compliance with such rules, that the advantage
of charters applicable to such enterprises of a local character and
limited risk should be granted. Security for compliance with such
rules might be given and enforced at the quarter sessions, or before
some other local tribunal of adequate authority.

¢ It might, in some cases, perhaps, be advisable that the liability-
of each shareholder should be double the amount of his share of the
capital calculated to be necessary for the undertaking ; but this would
not vary the principle of proposed charters.

“ Your Coimmittee would observe, that it has been stated todhem
in evidence, that in the New England States of America, where many
local -enterprises are often carried out sucessfully by shares under
charters of limited liability, the rules sanctioned gy the Legislature,
published and enforced previous to grant of any such charter, vary
with the character of different classes of undertakings.

“ There being certain rules applicable to enterprises of a more
certain and less speculative character, in which loss to the sub-
scribers and the public is less likely to accrue, and other regulations

. of a more stringent character, to prevent fraud and rash conduct,
enforced previous to granting a charter tp enterprises of a more
hazardous description, perhaps some useful precautions might be
derived from this experience of our Transatlantic neighbougs.

“ Your Committee having thus expressed their strong opinion as
to the policy of granting charters of imited liability, in certain cases,
with greater facility than heretofore, now proceed to consider the
propriety of permitting the introduction of partnerships, on the prin-

509. b ciple
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ciple of limited ligbility (as is the usage in several foreign coun-
tries), eithel as a gegeral law or as applicable only to particular kinds
of enterprise, and according to rules more or less stringent to prevent
fraud. o’

“ The chief objection “made to the introduction of the law of com-
mandite, or lfmited liability under certain rules, appears to be, that
frauds may be committed by undue credit being obtained by those
who may shield themselves from responsibility by this*law.

“ On the other hand it may be stated, that if the amounts of the
respective partnérs are paid up, without the power of withdrawal for
a certain period, and public notice be sufficiently given of these
facts ; no such false credit can be justly complained of by those who
have notice of such limitation. The restrictions on liability by public
notice appears analogous to that of public carriers, innkeepers, in-
surers, and others, who are permitted By spch means to limit their
responsibility.

“ It seems also a hea\y discouragement in a great trading commu-
nity, abounding with tapital, seeking investmtents, to say that no man
shall supply that capital, to however limited an amount, to.any enter-
prise in which he shares the profits, without being liable to his last
shilling and last acre. *

“ The advantage of allowing partnerships of limited liability has
been strongly insisted upon before Your Committee, and supported
by the evidence of many witnesses. The practice of foreign coun-
tries, and the replies to questions on the subject, more especially from
Holland and the United States of America, seems highly favourable
to the introduction of such a law, under due regulations.

“ 1t is stated, and Your Committee think with truth, that many
capitalists retiring from business would often be willing to assist a
junior partner, or deserving friend, manager, or clerk, with a limited
amount of capital ; that many valuable discoveries, often deserving of
encouragement, and sometimes of patents, might in this way be
brought forward ; and that many combinations of moderate capitals,
each limited to a certain declared amount, might thus be brought
into play, and into useful competition with the practical monopoly
now exercised by a comparatively small number of overgrown capi-
talists. ‘

«“ S'hpul.d this be the case, many advantages might accrue to the
public in increasing enterprise and useful competition.

“ Your Committee are unwilling, however, to recommend any alter-
ation which might induce rash speculation, and with this view, in a
desire 10 proceed with due caution in so important a matter, they
propose that the law of limited liability of partners should be allowed
in this country, under such rules and checks as the Legislature ma
lay down, aided by the experience derived from Holland and the
United States, but not to be applicable to enterprises of a speculative
nature, the probabilities of which are of difficult calculation, and
which may involve many innocent persons in their failure.

. . ‘ L
“ Your Committee therefore propose the exclusion from such privi-
lege
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lege of bgnking, insurance, mining, foreign Awde, and such other
enterprises as may be deemed of a speculative character, to be enu-
merated in any legislative enactment on this subject.

“ Your Committee have referred to the evidence given before the
Commission on this subject in 1837," where opinions entitled to great
weight were almost equally divided ; in the Agpehdix to that Report
is the outline of a proposed law on the subject by Mr. Baring, a name
highly respected in all commercial circles of the world.

“ In the Report on Joint Stock Companies in 1844, valuable infore
mation on matters closely connected with this subject will be found ;
and in the Report on Investments, of the last Session, evidence
bearing on this inquiry is worthy of perusal.

“ On referring to the valuable Evidence and Report on Joint Stock
Companies of 1844, your'Commi&tee would remark, that though much
benefit was conferred on the public by the Report, yet it appears
that the Joint Stock Companies Act, 7 & 8 Vict. c. 110, s. 79, how-
ever valuable in some respects, has had little effect in sufficiently
checking the commencement of rash speculations, as may be seen in
the last dnnual return of the Joint Stock Companies, that the number
provisjpnally registered in 1850* were 159, and of these only 57 were
completely registered, of which above half were for local enterprises
and improvements, whilst many of those only provisionally registered
were of a highly speculative character. Your Committee think it
probable, if limited liability had been permitted, that many cautious
persons, deterred by the unlimited risk of shares in joint-stock com~
panies, would have formed and carried out useful enterprises of a better
cogsidered and of safer character than those thus put before the

public.

“ Your Committee have thus arrived at the opinion of the good

Eolicy of facilitating the grant of charters of limited liability for share-

olders in local enterprises, and of introducing partnerships of limited
liability for certain purposes, under due regulation.

“ They think, on the whole, great advantages will arise from a
relaxatiort of the stringency of the law in these respects. In*support
of this opinion, they would refer to the valuable evidence taken before
them, and to the answers to cegtain printed questjons on the subject,
inserted in the Appendix, derived from persons whose names and
position will give them much weight. The replies to the questions
circulated by a society of merchants of London last year to different
countries, apﬁear to result in the same conviction, especially the
_rgpli;s from Holland, New York and Boston, some of which are sub-

joined.

“ A very intelligent member of Your Committee, whose opinion is
justly entitled to great weight, and whe is opposed to any great
change in the law of partnership, is desitous that oanstopartnershige
may be admitted, the interest on which should be regulated by the

; amount

* Vide Table of Return, 1851,
509. c
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amount of proits, andythe claim for repayment, should be postponed
to that of all other creditors of the firm. Your Committee think such
a proposal nearly equivalent to the suggestion they make, and which
appears to them preferable, as being more simple in its form.

“ On the whole, Your Committee are strongly of opinion that with
the increasing numbers and rapid accumulation of capital in this
teeming country, it is highly advisable to relax the present check to
useful enterprise arising from the law of unlimited liability of all
shareholders or partners. Without some such improvement, under
regulations to prevent fraud; Your Committee fear much capital will
be forced-abroad into rash and unprofitable speculations, fraught with
ruin to the shareholders and evil to all.

“In concluding their Report, which they submit, with the Evi-
dence, to The House, Your Committee would express its conviction,
that by relaxing the fetters of trade and commercial enterprise, they
believe the energies and latent talent of individuals may often be
encouraged, and discoveries useful to the community assisted. They
think the union of small capitals thus aided may often lessen inju-
tious monopolies, and sometimes prevent local injustice and oppres-
sion, That stores for the supply of necessaries to the working classes
in populous districts at first prices and fair weights and measures,
may be secured ; and that an additional supply of capital to enter-
prises for the improvement and culture of land, now much wanted,
may be expected. For these and other reasons detailed in their
Report, Your Committee earnestly press their recommendations on
the consideration of The House.”

[Adjourned to Thursday, at Two.

Jovis, 3° die Julii, 1851.

e et tpeten e

Present :

Mg. SrLangy in the Chai.

Mr. J. A. Smith. M. C. Fortescue.
Mr. Evans, ' Mr. Morris.
Mr. Wrightson. | Mr. Glyn.

Draft Report read 2°, paragraph by paragraph; several amend-
ments made. o

[Adjourned to Monday, at Two.
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Lune, 7 die Julii, 1851.
P L )

L J

Present : .

Mr. SLANEY in the Chair..

Mr. Evans. Mr. J. A. Smith.
Mr. Morris. IVIr. Sothleron.

Draft Report further considered and amended.—Report, as
mended, agreed to.

Question, * That the @hairman do report the same, together witt
the Minutes of Evidehce, to The House,” put, and agreed to.

Ordered to report.

The Rerrirs to the printed Querics are from the following
parties :—

J. Stuart Mill, Esq.

Charles Babbage, Esq.

E. Holroyd, Esq., Commissioner of Bankrupts.

G. R. Porter, Esq.

H. B. Ker, Esq.

J. M. Ludlow, Esq.

Lord Brougham.

Alderman Hooper.

Mr. H,J. Enthoven.

Mr. Van der Oudermeulen, of Amsterdam, Piivy Counclllor, &e. &e.

W. P. Mark, sq., Her Majesty’s Consul at Malaga.

Sir G. Rose, Master in Chancery.
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M’drtz's, 13° die Maii, 1851.

John George Phillir.nore, Esq. - - - - p. 1
Leone Levi, Esq. - .- - - - - p. 16
Martis, 20° die Maii, 1851. .
-John Howell, Esq. - e e - p.20
Mr. Henry Sieber  -» - - - - - p.38
James Stewart, Esq. * - - - - - - p. a3
¢ Jovis, 22° die Maii, 1851.

Mr. Turper Townsend - - - - - p 54

Martis, 27° die Maii, 1851.

Robert George Cecil Fane, Esq. - - - - p. 66
William Cotton, Esq. - - - - - - p. ot
Mr. Francis Carnac Brown - .- - - - P9y

Martis, 3° die Junii, 1851,

William Hawes, Bsq. - - - .- - -, p. 101
John Chandler Baneroft Davis, Esq - - - p. 116

Jovis, 1¢° die Jum'i, 1851.
Mr. Matthew Clark -

- .- - - - Pp-129
Mr. Thomas Carr Lietch - - - - e- P 134
Mr. Edwin Wilkins Field - - - - - P 145
Mr. John Duncan -, - - - - - p. 151




MINUTES OF EVIDENCE.

Martis, 13° dic Muii, (851.

MEM];ERS PRESENT.

Mr. Tatton Egerton.® Mr. Labouchere.
Mr. Sotheron. Mr. J. A. Smith.
Mr. Tufnell. . Mr.C. Fortescue.

Mr. John Ellis.
R. A. SLANEY, Esq. 1x i CHaIR,

John George Phillimore, Esq., called in; and Examin'ed.

1. Chairman.] YOU are a Barrister %—Yes. .

2. And Reader of Civil Laws to the Honourable Society of _ J. G.
the Middle Temple ;—Of Civil Law and Jurisprudence. P ’"‘Ff's""”

3. You are perhaps aware that this Committee has been .
appointed for the purpose of inquiring into the policy of in- 13 May
troducing the law of limitation of the liability of partners,, 1851:
under certain restrictions, into this country —Yes. -

4. You are aware that the law of limited liability under
certain restrictions prevails in the United States, in France
and in Holland, and in some other countries?—I know that
it prevails particulary in France, and Livingstone has taken
great pains to insert 1t in the Code of Louisiana,

5. What is your opinion as to the policy of introducing it,
under due regulations and safeguards, into this country 7—I
have the stronggst opinion in its favour, and that opinion does
not rest on my own judgment only ; but it rests also on the
opinions of all the great text writers whom I have read onthe
subject of French law, Pardessus, Bavard Veyritres -and
Monsieur Troplong, who is now a member of the Court of
Cassation, and has writtep two volumes on the subject of
"partnership ; they all agree that it is most desirable, and that
it acts as a great encouragement to industry. g

6. Mr. Labouchere.] You allude to the opinions which .

‘0,51, A, French
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French lawyers have expressed of the effect of the Law of
Partnership 2—Qf the law of limited responsibiljty.

7. As applied to France ?—Not as confined to France, be-
cause it was borrowéd originally from Italy ; Casa Regis, who
is a great authority on commercial law in Italy, particu-
larly mentione the limited responsibility as a principle which,
he says, is much ‘favoured at Florence and at Genoa ; it is from
thence that France has no doubt taken the law en commandite.
It was incorporated in the French law in the time of Louis 14th,
by an Ordonnance of* 1671, which was drawn up under the
immediate inspection of the great French lawyers of that day.
But there was this difference, the law had its origin partly in
a prohibition of the Church agaipst putting money out at
usury, and partly in the prejudices of the noblesse, who looked
on commerce as a degradation ; therefore the original law of
commandite was cotife secrecy as to the persons who did not
manage the affairs, and that led to great abuse ; one of thosc
abuses was, that in cases of bankruptcy, a man who had in
point of fact been a partner, came in as a creditor.

8. Have you no apprehension of the effects of the law of
limited partnership, which prevails in France, being applied
to England, without some restriction 2—1 think not ; * limited
liability” is rather an ambiguous expression ; if the liability of
all the parties was limited, it would be different. Such is the
Société Anonyme, with which this has sometimes been con-
founded. I think Mr. Mill, in his Political Philosophy, con-
founded the Société Anonyme with the Société en Commandite,
for this reason : that he says the authority of the Government
1s requisite to establish it ; now no authority of the Govern-
ment is at all requisite to establish the Société en Com-
makdite. .

9. Are the Committee to understand that you do not recom-
mend the adoption of the pripciple of the Société Anonyme in
the English law ?—Certainly not; I do not give an opinion
about that, because my attention has not been particularly
directed to it; I think that is open to great dangers, from
which the Société en Commandite 1s free.

-10. Chairman.] Will you describe what are the main pro-
visions of the Société en Commandite ?—It was much discussed
at the forming of theCode Napoleon ; and Merlin and the old
jurists were extremely anxious to keep the old law, which was
that th¢'names should not be published, and that there should
be only one ostensible partner ; buf the law as it stands is this,
there is an Act drawn up, in which the names of all the partners
are mentioned, and the sums which they contribute ; therﬁ is
. , then
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sthen published, for the inspection of the public, the names of
the people who are called G¢rans ; that is, thépeople who are
responsible to the utmost limit of their property, and are
managers of the transactions; and, bides that, there is
published the different sums which are contributed by other
people, without mentioning the names of those other parties.

11. Mr. Zufnell.) Is there any limitation with regard to
the objects of these companies F—They must state for what
purpose the society is established ; it must lrave a * raison
sociale.”  The Soc¥té Anonyme is only qualified by “ objet
de son entreprise.”—~Code de Commerce, 30.

12. They do not exclude banking or inining ? —No, I think
not at all . '

13. Chairman.] 1s not bankihg or mining excluded by the
American law ?—I believe so. Another reason which I think
important in favour of it 1s this ; that if*'any of the commandi-
taires, any of the persons who wish for a limited responsibility,
at all meddle or interfere in the management of the transac-
tions, they become liable to the whole extent of their fortune.

14. Mr. Labouchere.] Is there any limitation as to the
amount of capital !--None. J

15. Should you have no apprehension of the effect of such
a law being applied to a community with the habits of Eng-
lishmen ?—No, I think not ; everybody may see what is the
amount of capital embarked in a speculation ; a person would
only have to go to the place where the register was kept, and
he would sec the exact sum thdt was vested in the person«who
was cntrusted with the management of the speculation.

16. Would there be no fear, with respect to ordinary trades-
men’s affairs conducted in that way, of the principal part of
the capital engaged being in the hands of persons who were
not responsible beyond the extent of the capital ?—The trades-
man who embarked his capital would do so on his confidence
in the probity, skill, and judgment of the persons whose pro-
perty was embairked and entirely invested in it. He would
know the name of the person qr persons, the gerans, whose
property was liable to the last shilling.

17. Do you think it would be possible that a man of real
substance might put a sum of money into a highly speculative
concern, on the chance of great gain, wishout at the same time
very much increasing the possibility of 1ess, on account of the
limited liability protecting him beyond the sum whith he so
put into the concern >—NOb doubt there will be that danger;
but it appears to me that that danger would hot outweigh the
advantage of such a state of things. Adam Smith, in a re-

0.51, A2 markable
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markable passagg on joint stock companies, observes on the:
éncouragement Which they give to industry ; but he sdys there
is & want of sufficient,interest in the individuals employed in
their' management. ‘Say sdys the same thing. It appears to
me that the Société en Commandite remedies that, and, as Trop-
long says, 1t combines extensive capital with individual skill
and the encrgy of personal motives. '

18. The mercantile spirit of England is far more specu-
lative than that of any other nation on the Continent, is it
not ?—I cannot speak® from experience on that subject, but
from what I have read, I should say that the French are not
in commerce so speculative a people as the English.

19. Mr. Sotheron.]' Is there any proportion required to be
kept between the interest of tlle person *whose whole property
is involved, and those who may individually put their money
into-a limited extent ?*~No, I am not aware of any such re-
striction ; nor do I believe any such restriction_exists ; |
believe it is entirely a matter for individual judgment.

20. Mr. Labouchere.] The gérant may be a mere man of
straw ?—Yes, if they will trust him.

21. Mr. Tufunell.] How is he chosen?—I suppose by the
society ; he is the agent of the society.

22, Chairman.] And they, according to their prudence,
choose a man who is prudent or. imprudent ? —For the regula-
tion of accounts, and the inspection of accounts, the law of
commandite expressly provides; that is so established by the
tribunals, that it shall not be considered such an interference,
“ immiztion, ” with the management of affairs as to make a
person’s property liable ; so that although the person were not
a gérant he would have the right to demand the accounts and
inspect them. He may also prevent the managess from em-
barking in transactions forbidden by the * Acte de Sociéit,”
without beceming responsible to the full amount of his estate.

23. Chairman.] The parties to liited liability Lave still a
right to inspect the accounts from time to time ?—Yes, with-
out increasing their liability. ,

24. Mr. 7. Egerton.] What provision is made for the
publication or the management of the accounts ?—That is an
arrangement entirely for the society.
~ 25. There is no provisicn for a licensed auditor 7—No ; on
the contrary, the great'object has been to exclude Government
from having anything to do with it; the management of the
accoupts would be acconding to the arrangement they came
to; the snm conttibuted is publ}'shed; and if that sum were
falsély stated, it would be an “estroquerie;” a criminal offence.
. ' " 26, When

W ¢
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26. When is that published ?—When any¥pdy may see it ;
and the shates are transferable, o

27. Mr. Sothergn.} But the names of the parties are not
published ?>~—The names of the parties are inserted in the
deed, but they are not inserted in the register which is ex-
posed to the public- . :

28. Supposing .I want to put 100/ ia one of the com-
mandites, should I have it in my power to learn the names of
the parties who would be my colleagues in the undertaking ?
—You would know who the gérans were, and, by consulting the
original deed you would know who the original parties were ;
but as the shares are transferable by mere delivery, you would
not know, without inquiry, who the actual holders were,

20. Do you know whether any provigion is taken by the
French law to prevent the whole of the Shares getting into one
or two hapds, or being played with in any way ?—There is no
such provision atall ; they are like any other English instru.
ient, or anything which is allowed to be transferred ; for ine
stance, a bill of exchange or shares in the funds, which may
be bought by anybody. v

30. Therefore the confidence which induces persons to join
in these undertakings entirely depends on their opinion of the
gérant, and in no respect upon their opinion of the other com-
manditaires 1--No, 1 do not agree to that ; it depends on their
opinion of the gérant as a person of skill and honesty, but not
as to their opinion of the gérant ‘as to the amount subscribed, be-
cause they know the amount of the shares actually subscribed
and actually liable, to which they can appeal, -

31. So far as personal character is concerned (which in
England goes a great way in determining whether a pérson
will or not join an undertaking), so far as perscnal character is
concerned, the only pegson whe is actually known and certified
is the gérant 2—Yes, there may be several gérans.

32. Chairman.] Do you think, withoyt entering now into
the minute regulations of the law of France asto limited lia-
bility, that that law of limited liability, with such additional
safeguards as might possibly be suggested to prevent either
fraud on the public or fraud on the shargholders, would in this
country be nseful ?—Certainly, I dp; I think that every Act
of Parliament which is passed for a joint stock company, in
spite of the drawbacks albuded to hy Smith, sufficiently exem-
plifies thie importance avd value of the principle; it would give
all the benefits of a joint-stock company without the objections
to which it is liable. . .

0.51, A8 33- Do
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- J.6. 33 Do you think that such a law of limited liability, if it
Pldllimore, were fenced round with the safeguards that have been spoken
f'}_s_‘]; of, and which, althéygh they do not preyail altogether in
13 May France, do prevail in the United States, and several states of
1851, the Continent, would be likely to open fresh.and useful invest-
ments for the smdll capital of the middle classes —1I think
one of its great recommendations is, that it will afford a safe

and desirable mode of investment of small sums.

34. You are aware, probably, of the vast increase of per-
sonal property in this country within the last thirty or forty
years 7—Yes.

35. Do you not think that some such opportunity for the
investment of limited liability>would be useful to the middle
classes in local enterprises of various kinds, which are called
forth by the increase 6f population in towns, and so on ?—
I have no doubt that is one way in which its capital would be
very usefully employed. : .

36. Such, for instance, as waterworks, gasworks and public

enterprises, promising to pay moderate profits; such as lodging
houses, washing houses-and others, that persons have been
desirous of having such means of investment, ut have beenb
deterred by the unlimited liability which at present exists ?—
I have no doubt at all that is one way in which the institution
would show its utility; I have been readng, very carefully,
Livingstone’s Code of Louisiana, and I hve observed that
he does not think any limitation is at all necessary ; he is one
of the greatest jurists that ever lived.
* 37. Mr. Tufnell.] Have you known any such instances of
local enterprise as have been mentioned by the Chairman,
prevented in consequénce of the present state of the law,
from want of the means and the unwillingness of parties to
engage in them ?—No, I do not'personally know of any such
Instance. 4

38. Chairman.] The question referred to investment by the
middle classes for matters connected with public enterprises,
promising moderate profits ; do you think there are other em-
ployments for moderate capital, promising moderate profits, to
which it would be applied if this limited responsibility were
permitted ?-—Undoubtedly I do.

39. Are you aware-that in Holland, a country which is
remarkable for the prudence of its inhabitants, many of the
enclosures from the rivers, banks from the sea, and improve-
ments of waste lands, have been carried out by companies of
this nature’—I was not aware of that.

# 40. Are you aware that in the Rhenish provinces, farming
v : N - establishments
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“establishments are carried on by companies 07 this nature ?—
I am aware bf that, not from personal observation, but T am
~aware of it from books which I haveread,  *

41. Do you think that in this country, supposing limitation
of liability was permitted, such as has been spoken of, with
proper safeguards, many fresh employments of *capital might
be brought out usefully, both to those persons who invest, and
also to other parties *—It appears to me that what Adam
Smith saysehas the strongest possible application to the sub-
ject; I mean those remarks which he makes upon joint-stock
companies, where he says they afford great encouragement to
industryeand economy, and that the great drawback to them
is, the want of a sufficient individual motive in the person at
the head of the affair; and Say makes the same observation,
He objects to the “ foible quotepart ™ of, the managers in such
enterprises. R '

42. Dosyou think if some new matter of this kind were in-
" tyoduced with great caution and with great care, that it would
be well in the first instance perhaps, to avoid its application to
matters of an uncertain nature and rather difficult of calcula-
tion, and that it might be politic to exclude in thhe first in-
stance, banking, mining, insurance and foreign trade, so as to
confine it, in the first instance, to investment in matters which
are more within our own view or the view of the persons su
investing their capital, and thereby of a nature less likely to
be fluctuating than others which have been adverted to ?--I
have no doubt that the limitation you propose would very
much lessen the opposition to the measure ; but I do not seq
how, unless the principle is departed frum, you can carry that
limitation into effect. You must, to a certain extent, rely
upon individual prudence and sagacity, and I confess I shduld
not be disposed to interfere with the exercise of those quali-
ties by any legislative provision. Thatis my own particular
opinion. .

43. Your view would be in favour of the larger; but you
think, at the same time, it might disarm opposition ?—I have
no doubt that it might, so far as reconciling the minds of the
people to it; I would also add, that the provision was adopted
in the Royaume des Pays Bas; it was introduced ,or sanc-
tjoned by the Dutch, because it is drawn up in Dutch, under
" the old system, in the kingdom of the Netherlands.

44. Mr. Labouchere.] hooking merely to the savings of the
poorer classes, are you not of opinion that the great object of
any investment is, that security and convertibility should be
obtained ? —It is convertible, because they can part with it
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whenever they Kke; it is part of the system that the shares
should Be transtérable. ‘

45. Contrasting, for instance, the public funds, savings
banks, the purchase of a small bit of land, railway debentures,
and investments of that description, have not all those invest-
ments rather the,merit of security than encouraging by legis-
lation the humbler classes to invest small earnings in specula-
tive undertakings ?—1I must say, that fiom what 1 have read
and seen, I think this will be at least as secure agany of the
modes of enterprise which you have mentioned. If | wanted
to select an instance of property,which was exposed to great
fluctuation, I should take railway shares. .

46. It has been found that railway ghares have fluctuated ;
whereas railway debentures have fluctvated as-little as any
other description of property ?—There is a broad distinction
between railway debentures and railway shares. I thought
you said railway shares at first, : X

47. For instance, do you think it would be a desirable thing
to encourage a labourer with a sum of 200 /., to invest that 200 /.
in a joint-stock company engaged in farming operations ?—T
think it would be a desirable thing that he should have the
power of doing so if he chose, not as a general proposition ;
that he should do it as a motive to economy, and a laudable
desire to improve his condition ; it would be extremely to be
wished that a labourer who had perfect reliance upon the
honesty and integrity of four or five people, and also upon their
solvency, should have an opportunity of putting a small sum
jnto an enterprise which was sanctioned by them; take, for
instance, any country gentleman or wealthy merchant with
whom a labourer might be acquainted ; I-can hardly conceive
anything more desirable than that a labourer should be able
to add his mite to an enterprise under such sanction and en-
couragmerit. ¢

48. Looking at the effects which railway speculations have
produced upon the middle classes of this country, bhave you
no apprehension that a similar spirit applied to the humbler
classes of this country would produce similar results ?—I
cannot at all say that | have no apprehension that a man in
any condition will not over speculate, because he may do so;
but I am not at all prepared to guard against that by choking
all that may lead to speculation.

49. Chairman.] Do you not thiak that some of the wild
speculations in railways and other things arose in a great
measure from no safe investment being open to parties og the
middle class, and that they were speculations in which they
' ¢ : wére
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were obliged to invest their savings becauseno others were
open to them*?-~I have no doubt at all, that if, for instance,
such partnerships as T have mentioned were more ccmmon,
railway speculation among the middle ctasses would not have
Dbeen cagried to the extravagant estent to which it was carried.

50. You have been asked about investments in land, Are
you not aware that in small investiments in land there is great
diffichlty on account of the charge for the titleand the cost of
transferring, so that it is almost a prohipition >—1I look upon
the shocking and wanton expense of law proceedings with
regard to the transfer of land as almost entirely amounting
to a prohibition.

51. Mr. Labouchere.] Boes yqur advocacy of the principle
of limired liability in this country, rest principally upon its
tendency to increase the application of capital to useful under-
takings, and thus to improve the condition of labour in this
country ; or.does it rest upon the means which you think it
would afford to very small capitalists, of advantageously in-
vesting their capital in undertakings of that description ?—1It
rests upon both grounds. 1 think that everything which gives
encouragement to healthy enterprise is proper in a commercial
country ; and I think this would give that encouragement; I
think the lower orders would derive a benefit from it, in
common with other people. '

52, Chairman.] The question was relative to small capital,
but as applicable more especially to the middle classes. Do
you think it would be advantageous?-—I certainly think it
would. L.

53. Do you think they have generally sagacity enough to
watch pretty well the mode in which they should put out their
capital, if they had the permission given to them ?—VYes, I
think a person must be wanting in common sagacity, if he
were misled. I do not say that ¢ases would not happen where
people would be grievously misled now and then; but I think
that rather less sagacity would be requisite in this, than in
most other kinds of speculation, for the simple reason'thata
man would look to the names which were familiar to him before
lie engaged in any speculation of the kind. -

54. Mr. Labouchere.] Do you carry your principle to the
extent that you would have no limitatian of any kind on'the
law of partnership in this country ?—That would igvoive a
great derangement of existing interests ; if by that you mean
whether I would carry my principle to such an extent as to
think that the law en commandite in France would be appli-

.cable in this country, T undoubtedly do; I do not think till:i
e

J. G
Phillimore,
Eag.

—ir—g
13 May
1851,



J. G.
Phillimore,
Esq.

33 May
1851,

10 MINUTES OF EVIDENCE TAKEN BEFORE THE

the Soctéeé Anéhyme, as it is in France, would be desirable in
this country; but I think, with the check which it receives
from the responsibikity of two or three persons, and the glaring
folly that a person would commit who engaged in a specula-
tion with them, if he were not convinced of their solvency
and their integrity, 1 think that the law en commanditc offers
as good a guaraptee as can be desired,

55. But you do not think it would be safe to trust entirely
to the vigilance and wariness of the public against the frauds
or the follies which may be committed by speculators of all
descriptions ?—1I think it would be wise to trust to individual
vigilance and dexterity ; I believe myself, that society gains
much nore by relying on irdividual .vigilance and dexterity
than from any appeal to the interference of the Government.

56. Still you would protect the public by some law of
partnership —I do not know that I should be prepared to-say
that; I should wish a partnership to be as free as any other
form of trade; liable, of course, to the responsibility of certain
members, for the whole amount, as I have said, of their
fortune. The Société . Anonyme does not do that, because
there, no one is liable at all beyond the sum which he chooses
to invest in speculation ; but that is not a length to which
I am disposed to go.

57. You think that would be unsafe 7—1I think, as far as I
can judge, it would be unsafe; I do not state it as a positive
opinion; Ispeak as a lawyer, und as a politician, not as a per-
son with mercantile experience; but what I mean is this,

«that I think the Société en Commandite does give a reasonable
man, and a man of expericnce exercising even less than the
ordinary degree of vigilance, sufficient security ; I do not say
that great calgmities will not happen ; no doubt they will ; but
I observe that almost all the commercial and civilized nations
have adopted that principle; ‘and it has been the practice in
Europe, from the very earliest period, from the time of the
great republics of the middle ages, down to the time of Louis
the 14th, and it is now sanctioned by the Code Napoleon.

58. Mr. J. A. Smith.] And still commercial enterprise has
been carried further in England than in any other country 2—
Not in proportion to,its resources ; I should say that the very
greatest proof of what commerce would do, is to be found in
the history of the Italian republics of the dark ages, con-
trasted with the disadvantages they had to struggle with, and
the people by whom they were surrounded; England has
never understood scientific legislation or jurisprudence.

59. Mr. Labouchere.] Is there any boldness in Engla*nd,

t ‘ in
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in English commercial enterprise at this rfoment?—Not
among the.great speculators; but then the question is,
whether you would confine it to u particular class, or extend
its benefits to a wider class. ot

6o. Mr. J. A. Smith.] To recall your attention for a mo-
ment to the law en commandite, am 1 correct %in saying that
the gérant is entirely responsible ?—Entirely. ,

61. Am I not equally correct, in assuming tha$ any person
who interferes in the management, even to the signing of any
particular paper, involves himself in a personal responsibility ?
—Any person who interferes in any way with the manage-
ment of the concern (and what the proof of that would be, I
am nol French léwyer enouth to dell you), makes his whole
property liable.

62. Does not that very fact give strong confirmation to the
belief, that that personil unlimited responsibility is a very
great protection against excess of speculation r—In some, but

not in all; I do not think it gives authority to the doctrine:

that such a responsibility would of necessity be desirable.

63. Is that responsibility not imposed as a check on the
gérant 2—Yes. :

64. Then would it not follow that that provision was a
check ?-—You must take the whole thing; it does not follow,
because one element is good, that if the whole thing consists
of that element, it is good ; but it only follows logically that
that element is a useful elements and ought to prevail to a
certain extent.

05. Is not that provision introduced, and that liability im-
posed on the gérant, because it is believed it will act so as to
prevent excesgive speculation P—No doubt that is one motivg,
that it is a bar to unlimited speculation.

66. What other motive is there 7—The deep interest which
the gerant has in the management of his affairs by contribut
ing to his own profit.

67. But his own profit will only be in proportion to the
capital which he has invested in it ?—It may be beyond that;
they may agree to reward his personal dexterity and know-
ledge by a larger share of profit than the rest of the people
in the transaction. )

68. But that would rather be in the form of the charge of
management ?—It is perfectly recognized by French law that
one partner may, without ‘violating the law of partnership,
receive a larger profit than the others.

69. Must not that be looked at rather in the light of the
charge of management than any other ?—Certainly. :

: 70, Is
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70. Is not the object of giving that increased allowance to
repay him for his personal trouble and exertion in superintend-
ing the affairs of others ?—No doubt.

71. Is not the provision as to liability to the extent of his
whole foftune introduced specially, and avowedly, and know-
ingly, for the parpose of preventing him indulging in undue
specalation ?—No doubt ; but I do not at all admit the infer-
ence that the speculation will be more repressed if every one
is equally and in the same manner liable; and the discourage-
ment to enterprisc wiil be an evil, as it is now, for small
capitalists, who can find no means of investing capital, and
are olten ruined by the dishonesty of those to whom they lend
it, without the means of ascertainifig their reSburces.

72. With regard to the investment of the savings of the
middle and lower orders, do you think that legislation should
direct its object rather to the high rdte of interest, or to the
better security of those investments ?—I think the security is
more important than the high rate of interest; at the same
time, I think the Legislature might do a great deal of mis-
chief with the notion of contributing to the security of such in-
vestments, if it interfered to-prevent the profit which an eager
man might naturally desire to make.

73. Would not the natural state of things be unlimited lia-
bility, and the unnatural state of things limited liability 2—I
cannot agree with that; T do not at all admit that.

74. If legislation does noteinterfere to prevent and to limit
liability, it is of itself unlimited, is it not?—By-the law of
England, but not by any law of nature. A man has a fair
right to say, “ Here is 100 /. ; I am responsible so far:” such
was the law in the Pandects, the partner was liable pro virili.
To give you a strong answer to the question you Have put, [
may put it in this way : if a person goes to another, and sass,
“There is 100 ., recollect I will be responsible for that 100/,
and for that 1007, only,” the person to whom he said that would
have no natutal right whatever to come to him and say, © You
shall be responsible for all your fortune.” In the case which
I have supposed, what a person would say to another, is what
he here says to society ; *“ Here Iam ; do not look on me as
worth anything mere than this; I am worth 1007, and for
that I will be responeible, and no more.”

75. «Probably nobody would dispute the propriety of the
first part of that proposition ; namely, that the person re-
ceiving the 1002, in deposit from A., should not consider A.
responsible for more than 100/, but it does not equally follow
that the public, who do not know what he has got inl;hde’

, ' : shou
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should consider him only liable for 1007, if tlﬁy know that
he has a fair share of the profits?—Your question was with
regard to what was most natural, and I take the case only of
a partner, and I say, if A. goes to B. as g’partner, and says,
“ My fortune I pledge to you as far as 100 /., and no farther,”
as far as the partnership is concerned, he is liable only to B.
for that amount. T think the same rule applies between an
individual and the public, if the public have* notice ; if the
public have no notice, you suppose that the person means to
invest his whole fortune; but if he gives notice that he
means to risk a part only, I think it is more natural that he
should not be liable beyond his notice.

76. Chairman.] They do give notice under this law 7—They
do give notice, that is a thain poirft.

" 77. Mr.J. 4. Smith.] You have stated .that you were not
aware of any enterprise now, in the preseit state of capital in
England, which had been prevented by want of means?—
I should not be in the way of knowing it.

*8. You have no reason to believe that that has occurred ?
—1 do believe it most firmly, but I do not know it personally ;
I argue from the course of human affaits, that people would
undertake a great many things, but that the immense expense
with regard to land would at once crush any enterprise of that
nature which has been suggested, and unlimited liability deters
others. I caunot doubt that if a cheap and safe mode of enter-
prise, such as T look upon the Société en Commandite as being,
were proposcd, many people would take advantage of it.

79. Leaving out land, and turning your attention to com-
mercial enterprise, is not the power of joining in any commer-
cial enterprise enjoyed now almost to the full extent, and with
comparatively small risk on the part of any persons who wish
to embark small capital in it, by means of the repeal of the
usury laws, and the means therefpre being afforded of lending
to any enterprise, specific sums at a high rate of interest, if
the persons having those sums think they can usegthem in that
way to advantuge ’—Not, in my opinion, as completely as it
might be, because lending ata high rate of interest involves in
itself a great risk. :

80. Why ?—Because a person who gives you a high rate
of interest is likely to employ your capital in a very hazardous
speculation, and you have only his assets to look to.

81. Is that your dbject in altering the law to enable persons
to embark in business and acquire a rate of interest higher
than the ordinary investments give 7—Yes, combined with the,

security, .
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82. Why \nould there be more danger or more risk in the
one than in the other ?—Because you have the power of com-
bining a greater capital.

83. Do not you' occasionally see a very large capital em-
ployed ¢—Certainly, but I do not think those cases are so
numerous or so favourable to small capitalists as to render such
a security as I’ have mentioned unnecessary ; a man, in the
case I have mentioned, would not only see the names of the
gerans, but -would also have it in his power to ascertain the
amount of capital which was paid up, which, in the case you
have mentioned, I apprehend could hardly ever be the case;
he would rely on one single person.

~ 84. Would it not exactly meet the case which you gave in
the earlier part of your évidence, ‘and which you thought
would be a desirahle state of things; namely, that of enabling
a person in a countfy district to combine with his neighbours,
or with a rich landowner, for any particular object, that if he
chooses he may now, by lending his neighbour or a rich land-
owner money at a higher rate of interest, combine with hint in
any transaction he pleases >—But you would give the land-
owner who gave the interest the benefit of having a company
at his back; the landowner may say, I will not have any-
thing to do with this unless I have a larger sum than I can
supply ; that may be the landowner’s motive, and yet the
landowner’s name may furnish perfect sceurity to his neigh-
bour if he agrees to be responsible for the whole amount of
his estate, )

85. You mean that the landowner would not embark in a
speculation unles he had a company, as you term it, to stand
between him and his share of the loss ?—Yes, it might be a
larger sum than he could conveniently spare.

86. Assume that the whole capital is obtained in both cases ;
that in one case it is obtained by loan, and that in the other
case it is obtained by subscription in the shape of shares or
proportion oﬁ ‘capital ; supposing the same amount to be ob-
tained, the landowner could only object to the system of loan
because it deprives him of a recovery in case of loss ?— Yes,
but then I should not think that the whole of the capital
would be equally obtained ; that seems to me to be the

. begging all the main questions of the argument; one great

object here is, that'you collect a great capital much more

easily<than you would in any other way, and enable small

capitals to assist in great enterprises. ‘

. 87. Chairman.] Notwithstanding all the questions which

have been put to you, you still remain of opinion that it
would
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would be a great advantage to introduce, with‘roper regula-
tions, the law,of limited liability into this country ?—Yes ; if
you will allow me to say so, I am particularly anxious that
what I say should not be misunderstood;*I do not mean the
law of liability generally, but the law.of limited liabjlity as it
is according to the French law en commandite ; and I cannot
have any doubt that such a system would be mdst desirable.

88. You think that would be beneficial, beth as fostering
enterprise, and as giving a sure investment to a moderate and
small capital?—I think it is desirable to*encourage anything
which produces healthy enterprise.

89. Mr. Labouchere.] Do you think it expedient that there
should be one law of partnership for small undertakings, and
that there should be #nother l#w of partnership for great
undertakings?-~No; that would not be dgsirable ; I think it
would be very desirable that there should be different laws of
partnership ; but to confine one law to one set of people, and
another law to another sct of people, I cannot conceive would
be* desirable at all, or indeed possible.

9c. Mr. J. A. Smith.] Do you not believe that a very
serious impediment to association exists in the present law of
partnership ?—Yes, I do.

91. Do you not belicve that, in the humbler classes, associa-
tion is more prevented by the difficulty of settling disputes inter
se, than by the questien of fear of unlimited liability r—That is
a question which it would be presumptuous for me to answer;
but, perhaps I may be allowed to say, that the state of our
law is so exceedingly barbarous and defective, that therg is no
doubt it does operate as a great check ; for instance, accord-
ing to the common law, a single partner may give a release
to a debtor, and at the last moment he may turn over his
partner, and oblige him to go into a court of equity; that, no
doubt, is one great evil growing out of the law of partner-
ship.

52. Chairman.] You would not see any objection to the
law of partnership, as it now- exists in England, existing con-
currently with the introduction of the law en commandite for
certain persons ¢—Certainly not. .

93. Mr. Sotheron.] From your knowledge of the law as it
at present exists in France, supposing this Committee were
to recommend the adoption in this country of ahy such law,
can you sdggest any improvements which you think would be
desirable 7—I would take the French law as it stands in the
code of Louisiana by Livingstone, taking care of course that
there should be as much publicity as possible. IfI suggested
. any
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any Ealteratio‘_, it would only be with regard to greater
publicity. * .

94. Then you dg not recommend that any restriction should
be applied, either ta the nature of the undertaking. or to the
amount subscribed ?—No; I do not mean 1o say that some
undertakings may not be suggest&d possibly, to which one
would not wish to apply the law; but at present I am not
aware of any, ©

95. You would therefore recommend that the law en com-
mandite should be always applicable to any subject and by any
number of persons, and that it should go on concurrently with
the present law of partnership 7—With regard to banking, one
might be disposed to say that it should not apply ; but I con-
fess I say that in deference Yo what I'know to be the opinion
of others, rather than upon my own judgment. But I am so
ill qualified to speak upon a mere coipmercial subject, that I
should pay great deference to their opinion. ]

96. Mr. J. A. Smith.] If limited liability is assumed to pre-
vent improper spcculation, ought it not most particularly to ‘be
applied to banking ?—I recommend it, but I do not state my
own opinion, as to banking being an exception, so much as
the opinion of others who are better qualified than myself to
form a judgment. Besides, I must disclaim the notion that
the chief object of the law is to prevent improper speculation,
which no law can prevent. I think the law en commandite
might be safely applied to banking. ’

97. You do not share that opinion ?—1I cannot say 1 share
the opinion.

Lcom; Levi, Esq., called in} and Examined.

93. ARE you acquainted with the law of partnership as it
works on the Continent ?—Yes, as far as my little experience
may go. '

99. You are tlre author of a work of consfderable celebrity
on that subject?—Yes, on the commercial law of the world.

'100. You have also given lectures in different parts of the
country ?—1I have.

101. Mr. Labouchere.] Have you been engaged in trade
abroad !—Yes,”  ° ~ ‘

102, In what place ?—In Italy; Ancona, in the Papal
States.’ . '

103. As a general merchant !— Yes,

104. You are now a merchant in Liveroool : ~Yes, pro-
fessionelly. :

105. Chairman.]
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.o 105.-Chairman.] You are aware of what isjhe law on the Leone Levi,
Continent, as, applicable to partnerships of limited liability, in 50
France, in Holland, and in some other parts ?—I am. ,;ﬁ;

106. Do you think that the introductien of that law, with 1851.y
rcasonable safeguards against fraud, wodld be useful in this
country ?—1I cannot speak of the commercial state of this
country as well as I can speak of the commercial state of
Italy ; but as far as the general principle goes, I should say
there is nothing against morals, or against pyblic law, on
which the Government should interferes As to its working,
in commercial places on the continent, as far as my expe-
rience goes, I think it works pretty well; they are subject,
however, to much abuse.

107. What is ¢ subject’to much abuse ?”"—1I have known
cases in which the dealing of the parties was not so satisfac-
tory as it would have been if it were otherwise.

108. Is your opinion in favour of the working of the law
of limited responsibility cu commandite, or not?—I am in
fdvour of it.

109. Perhaps you think there might be some improvements
made in the safeguards surrounding it #—- Yes.

110. Do you mean as regards the partners, or as regards the
public, or both 7—As regards the public.

111, Ilaving stated that you think it advantageous and that
it works well to society, what safeguards do you think could
be advantageously added to it ?—My idea is, that publicity
is the main safcguard of such partnershjps ; and publicity is
often obstructed. There arc no means of knowing exactly
how matters work behind the counters; the capital should all *
be paid up, and sometimes it is not paid up.

112. Them you think there should bea register open to the
public for their inspection, and that the capital should be paid
up?—Yes, the registration here of joint-stock companies is
not sufficiently public; no one knows where to go, to find it
out; and if such should be the case with partnerships en
commandite, publicity would be cpmpletely obstructed ; there
would be no safeguard im it.

113. Your opinion is, that with complete publicity it would
be advantageous to introduce it here ?—I think so. '

114. Can you state any instances in [taly where it is applied
beneficially *and uscfully 2—In my native town therc are
banking houses and commercial houses which have cagried on
large enterprises very proﬁt’ably, and have worked exceedingly
well. The profit in a banking house may be five per cent.,
and such partnerships en commandite have realized 9 and 10

0.51, B per
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per cent., witl an enlarged influence and regular business. I
know instances also, in which commercial men, having long
been established in business, and acquired a respectable repu-
tation, having lost their capital, have succeeded iri getting up
a partnership en commandite, and have been succsssful.

115. You mean that persons, of intelligence, and having
experience in commercial matters, when they are without much
capital themselves, are able to make thatexperience and ability
available for the benefit of others, by being in many instances
the managers of suck partnerships, with some small capital
subscribed by their friends and others >—Yes, I know of
clerks, for instance, who having been with their principals for
some time, by their industry and perseverance have succceded
in getting up such partnerships en éommandite. The principal
has subscribed a certain sum, and in a short time others havc
followed, and thev have become respectable merchants.

116. Will you mention some of the' employments in which
such capital has been occupied ; I think you said merchandise ?
—I think banking in those places works better than mey-
chandise.

117. You do not mean banking with the issuing of bills,
do you ?—No; I mean discounts.

118, Mr. Sotheron.] Sending money ?—Yes; and exchang-
ing bills from one place to another.

119. Mr. Labouchere.] You say the principle of partner-
ships, en commandite, works more favourably with regard to
banking houses, thanwith regard to houses engaged in general
trade 7—Yes; not banking as here, by issuing notes, but

‘exchanging and discounting bills.

120. You have stated that in this country you have ob-
served that the public are not aware of the power they have
of applying 4t the registry of joint-stock companies, for lists of
the partners >—There is not much knowledge of it.

121. Is it not sufficiently notorious that there is such au
office in the mercantile world, or does it arise .from the fact
that the public are indiffergnt >—Perhaps it may arise from
both causes. .

122. Do you think that any degree of publicity would
really call the attention of the public, for practical purposes,
to the names of the partners, by publication in newspapers, or
some mode of publication of that kind ?—1I think publicity.
would very much meet the evil.

123. Chairman.] The joint-stotk regulations are in the
office in London only, I think 2—I am not aware.

124. Do not you think that the publication of the terms of

' a partnership
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u partnership, in the immediate vicinity pf the ,place where it
was carried out, would carry more publicity with it than onc
which is published only in London P—Unquestionably ; there
are chambers and tribunals of commerce abroad, and there is
connected the office of the Greffier, er recorder ; now that is
always of very great use in such matters; the recorder is
a professional lawyer ; and it is of very great convenience.

125. Mr. Labouchere.] Commercial communities are much
smaller in number, and Dbetler known to one another in the
t{;wns of Ttaly than in London and Liverpool, are they not?—

es.

126. Chairman.] From your general knowledge, are you
aware that the principle of limited liability of partnership is
applied successfully in Holland fo’enclosures from the rivers
and from the sca, and that it has been so for many years ; that
it is applied to small manufactories which have becn carried
on for a length of time successfully in Switzerland ; that it is
anlied to commercial enterprise for whale fishing, as partner-
ships in America ; and that it is applicd in all those countries
successfully to all enterprises of a like nature?--1 am aware
that the law exists, but in what branches I am not particularly
aware. [ know the law cxists in France, Spain, Portugal,
Wurtemburg, Russia, Lombardy, Vineto, Louisiana, the Two
Sicilies, Hayti, Sardinia, the Ioniaun Islands, America and
Holland. I think it benefits those who have a small amount
of capital. '

127. It gives a facility, you think, to the investment of
capital of moderate amount ?-—VYes, it encourages industrious

and persevering habits ; and, besides, it contributes to main-

tain a floating capital. When partnérs in mercantile houses
retire from their trade, they leave generally tothe principal
clerk a certain amount of capital to continue, and thus a
sum is left in trade ; otherwise it would be employed in land,
and as fixed capital.

128. Mr. Sotheron.] In the Papal States, and . particularly
at Ancona, with which you are well acquainted, are insurance
companies established” against fire or other loss 2—There are
fire and marine insurance. ,

129. Has the principle of Sociétés en Commandite been
applied to insurance >—Not that I am aware of. .

130. Can you mention any other object besides banking,
in the sense in which you have expressed it, to which Socibtiés
en Commandite have been applied in Italy ?—-I believe to some
silk factories, but I am not particularly acquainted with it.

131. Chairman.] And the shipping trade *—No.
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132. Mr. ¥ a Smilh.] Are you aware of any instance;
among the middle and lower orders, where persons have
availed themselves of the law as existing in Ttaly, to combine
together for the purpose of carrying out local enterprises,
such as the supply of light or water, or the making of bridges,
or any object of that kind ?—1I am aware of the first introduc-
tion of gas in my native town ; there has been such a combi-
nation as you have suggested.

133. En commandite ’—Ycs, on the first introduction of it.

134. Mr. Labouchere.] Do you believe it to be an uncom-
mon thing in this country, for persons who are not themselves
engaged in trade, to leave money in houses and trade at a
fixed rate of interest 2—1It is not often done, I think.

¢
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Joln Howéll, Esq., called in; and Examined.

135. Chairman. YOU arc a partner ina large house in the
City of London ?—I am a partner in the firm of Ellis, Evering-
ton & Company.

136. Of 8t. Paul’s Churchyard ?—Yes.

137. What is your business >—Warehousemen. :

138. It is one of the largest in London 1—TIt is.

139. Have you taken an interest, with other gentlemen of
the City of London, connected with commercial and manu-
facturing undertakings, in inquirics with reference to the Law
of Partuership >—I have latterly. .

140."Mr. J. A. Smith.] Do yos belong to the society for
the amendment of the law?—No, I do not belong to the
society for the amendment of the law; Iam on the City
Committce for the amendment of the Bankruptey Laws.

. 141, Chairman.]
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141. Chairman.] In consequence of communications with
other gentlemen interested in. commercial watters, has the
question referable to the policy of introdueing limited liability,
or what are called partnerships en commdndite, been one matter
which has engaged your attention ?—Yes. .

142. And the consideration of how far it would be politic
to introducc it into this country, and with what checks or
safeguards it might be accompanied 7—Yes.

143. There was a division of opinion,on the subject among
commercial men, some being of opinion it might be beneficial,
and others thinking it would not be so 2-—Theie is a division
of opinion on the Bankruptcy Committee. .

144. In conscquenca of thate division of opinion, were
queries circulated by your committee, and sent to different
places abroad, from whence they thoughs Valuable information
niight be elicited 7—Yes,

145. Is this the title of the report you have received,
“Replies from foreign countries to questions relating to the
Law of Debtor and Creditor, and to the Law of Partuership,
circulated by the committee of merchants and traders of the
City of London, appointed to promete the improvement of the
Law relating to Debtor and Creditor” >—Yes.

146. #n that work therc is given, in the first page or two,
an introduction, stating the mode in which the inquiry was
carried on, signed, “by order of the Cownmittee,” by W.
Hawes, Chairman,” and counter-signed by the Secretary.
Then there is stated a * list of the cities and towns from which
information has been obtained, and the names of the firms, and
others who have kindly afforded it” It compriscs Daris,
Rouen, Lyops, Marseilles, Grenoble, Bordeaux, Besangon,
Cambrai, Antwerp, Brussels, Aix La Chapelle, Basle,
Rerlin, Leipsic, Amsterdam, Rotterdam, Hamburgh, Bremen,
Trieste, Cadiz, Madrid, Oporto, Milan, Venice, Turin, Naples,
Stockholm, Gottenberg, Russian Finland, New York, Boston,
Baltimore, and Philadelphia ?—Precisely.

147-8. Then the queries follow, some of which relate to
matters which are beside the subject which the Comumittee is
specially inquiring into; but the eighth query is, “Is an
annual Teturn published of the number of partnerships, distin-
guishing those en commandite? if so, please give the return
for three years.” The ninth query is, * Are partnerships en
commandite confined to and particular,class of traders ; that is
to say, to traders (buyers and sellers of commodities i the
home trade), or to those engaged in commerce (the dealers in
or importers of fofeizn goods) or to manufacturers”? The
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10th query is, “Arc partnerships en commandite, speaking
generally, considered more or less successful than other part-
nerships”?  The 11th query is, “ Do such partnerships
command the same alnount of credit and general confidence
as ordinary partnerships ? Are they generally composed of few
or many commanditaires with large or small capital? Are
private partnerships often converted into ‘ commandite’ part-
nerships to enable old partners to withdraw, and are these
partnerships generally cousidered to be in a sound or unsound
state”? The 12th query is, © Has the principle of comman-
dite been applied to associations of large numbers of workmen,
cach tontributing a small sum either for trading or manu-
facturing operations, the colcctive capital being entrusted to
a ‘gérant,’ and if so, have such associations been successful”” ?
—Yes. (The Witness delivered in the document above re-
Serred lo.) )

.149. There are differences of opinion with respect to the
introduction of partnerships en commandite, and the policy and
ad\?ntagc of it, given in these replies from different countrics ?
—Yes. ;

150. The answers in favour of it appear to be from Hol-
land, and from the commercial States of Aunerica?—The
answers, I-conceive, arc generally favourable.

151. Have you turned to those particularly from the com-
mercial States of America ; for instance, from New York and
from Boston ?—Yes.

152. Do you find those particularly favourable, and the
reasons given P—7Yes.

153. Do you think that the answers which has been given

‘haye made any difference in the opinion of those for whose

benefit they were sent >—Undoubtedly.

154, What effect has it worked upon the minds of thosc
gentlemen to whom they were sent *—Upon several it has
changed their views of the subject, and they are now favour-
able to that principle of limited liability in partunerships
which, at first, they conceived to be wrong; but I would
rather that gentlemen should express their own opinions
than that I should endeavour to expressthem. 1will express
mhy.own opinion, but 1 hardly like to presume to express
theirs, y

155.,Mr. Cobden.] What are your opinions ?—-My opinions
are decidedly favourable to a systtm of commandite ; and in
the expectation that I should be called wpon to state them, I
have writtcn my views on the subject. '

150. Will you be good enough to read them ?—Very

‘ eIToneous
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*erroneous ideas prevail in this country on commandite partner-
ships. The Subject.is one of the deepest interest to an indug-
trious coinmunity, but educated as we hawe been in our own
system, our English minds become confused with terms, and a
clear apprehension of the subject is rate even amongst commer-
cial men. At first sight the principle of limited liability
appears a restrictive principle, and prejudicial to the interests
of the creditor, but upon examination it is found to be libera-
ting and favourable to credit. If Englayd be right in rejecting
the system, nearly all other civilized countries are wrong in
having adopted it; but if in her isolation she be wrong, she
ought not to be too proud to assimilate her law to that of other
countries, and to profit, by their ,experience. In my opinion
our misconception of the commandite law arises from a forget-
fulness of the characteristic and indisputable provision, that a
commanditaire can take no part in the management or control
of a business ; should he do so he becomes an associé solidaire,
«r responsible to the whole extent of his property. I contend,
therefore, that it is only a form of loan; although called a
partner the commanditaire is a mere, creditor; cease to call
him a partner, and the compact becomes more intelligible.
The evideuce I have produced from Grenoble clearly puts it
thus: “The capital of the commanditaire may be considered a
loan to a society, for which he is not an ordinary creditor, as
he cannot be repaid until after the ordinary creditors are paid.”
He is ncither buyer, contractor, controller, nor seller ; he
simply lends his money, agreeing 1o take his consideration for
the loan, out of profits, if profits be realized, and is under the
peculiar disadvantage of not being able to withdraw it sud-
denly, or to rauk with other creditors if the business fail.
When the Legislature wisely repealed the usury laws, it left
our laws in somewhat an anomalous state. The law says now
to the capitalist, *You may*lend your money on bills of
exchange at any fixed rate of interest, three, ten, or sixty
per cent. with right of proof; but you shall not lend it for an
uncertain consideration, depeniling upon profits realized,
without right of proof.”  This is a palpable interference with

the free play of capital, a remnant of the old monopolising,

spirit, and at direct variance with the nore liberal principles
of modern legislation. 1t is an interference on the part of the
Legislature with the management of the property of indivi-
duals—controuls their deslings with one another ; it id perhaps
favourable to the largest capitalist, but. retards the increase,
and more especially the diffusion of national wealth, by creat-
ing a gulph between capital and labour prejudicial to both.
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No advantage which results to any class of persons in conse-
quence of law restraining the free management of property, is
a reason for the continuance of such a law ; because the advan-
tage must be obtained at the expense of some other class upon
which the restriction operates, and which is equally entitled
with the first tosthe protection of the Legislature. This argu-
ment may silenge, though it will hardly satisfy those whom
the proposed reform of our law is deemed likely to affect ; we
have the best evidence from abroad to show that the credit of
firms constituted in this way depends mainly on the character
and means of the acting and responsible partners, and is im-
proved only pro fanto by the additional capital advanced by
the sleeping commanditaires.. 1do oot think they would enjoy
the highest class of credit in this country, and therein I see
an clement of safetyy but they would nevertheless confer an
immense benefit on society ; neither do I desire to stimulate
the formation of such partnerships, I merely wish the law to
provide for and permit them. I will now adduce some intes-
esting evidence from the pamphlet 1 have submitted to the
Committer, and which, is rcplete with such testimony to show
how well the system works, and how visionaty and illusive
are the fears of those who apprehend that it engenders fraud.
Iromy Amsterdam Mr. Simpson writes, *“ I do not hesitate to
state as the result of 28 years experience, during which time 1
have acted as jurisconsult and barrister, that these partnerships
Lave produced great good and little evil ; have caused less con-
troversy than other partnerships ; in only a tew cases have been
instruments of deception ; and the laws have proved sufficiently
cfficacions to prevent abpse. It would be a fatal imprudence
to deprive the spirit of enterprise of this resource.  The anony-
mous socicties are much more dangerous, and have been pro-
ductive. of more disastrous consequences than the partnerships
en commandite. In jhe latter all who have transactions
with the gérant are -fully aware that he only is the respon-
sible person, and that the commanditaires, known or unknown,
have ‘only furnished a limifed capital. The gérant knows
that he is liable for all the engagements of the partnership ;
the public cannot be led into error, and the acting partner
cannot be imprudent with impunity.” Hope & Co. write:
“It cannot be said that the failures of commandite partver-
ships are more frequent than others, and they are not worse ;
the amount of the capital empldyed must be published.”
Messrs, Sichel & Co. write, ** Commandite partnerships are
proved by experience to be advantageous to the community,
but ure subject to pll the vicissitudes of commerce.” Messrs.

‘ ' Mendelsohn,
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Rlendelsohn, of Berlin, write, “ These partnerships appear to
be uscful. There is no reason why the law should prevent a
person taking a share in the gain and loss of business, instead
of merely lending his capital.” Mr. J. *Brown, of Boston,
writes: ““The commercial effect of these partnerships has been
beneficial 5 great activity is hergby given to trade ; failures
are not more frequent or more disastrous than, in other part-
nerships, nor have they been abused in periods of excitement
and under the laws creating them they arg not liable to more
abuse than other forms of partnership.” The effcct of a
change would be to bring the interest of the working man into
closer identity with that of the capitalist ; it will bring hope,
the value of character, and & chanee of advancement earlier in
life to the artist, the sailor, the man of talent and the
mechanician ; it will promote schools, in a word it will develope
industry, It is not every Watt that has found a Boulton,
Aided by the vigorous administration of good bankruptey
laws, I recommend the registration of the amount of capital
actually advanced, the share of the profits to be allowed in
consideration of such capital, the term for which the partner-
ship is formed, dissolutions gazetted, and free access by post
without cost to that registration ; the expense of the office to
Government being defrayed by a fee, to be paid at the time of
registration, ~ With these safeguards, the already existing
forcign codes afford every facility for framing a law suitable
to this country. Looking at the subject politically, I think it
has important bearings ; we are too apt to form narrow and
false estimates of the probable extent of future trade. We
forget that in our time we witness only the dawn of an age of
peace ; the infancy of grand scientific discoveries. Overtrading
has been made somewhat of a bugbear. Reckless speculation
it is the duty of the state to discourage, and the best way to
do so is to give sound principles fice play. We have wituessed
and had to deplore the existence of this evil too often in this
country, and in the grossest form, Our partnership system
did not prevent 20 houses of rank failing in one month (Scp-
tember 1847), whose aggregate liabilities were between
0,000,000 /. and 10,000,000 [. and those pet specimens of the
anti-commandite principle. Joint stock banks have been no
models of temperate and wise trading. . It is a plethora, the
conjunction of capital in a floating state, at the call of the
speculator, but beyond the rtach of thg artizan, and wanting
a wholesowe vent, that creates our panics. Floating capital is
far morc dangerously susceptible to the influence of panics than
fixed capital ; it inflates the sails in prosperity, and flees toits
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caverns in the hour of peril. I bave had some experience of
this, and see incrcasing danger in it, and I think it the duty
of the Legislaturctto encourage the fixing of capital as much
as possible. It is irrigation, and not inundation, that fertilizes
ous fields, and the free and fair dispersion of wealth, not its
mere accumulation, that myst enrich and employ our people.
I coacur with Mr. Bradford of Boston, who says, “ 1 am of
opinion the system is a good one, and may be safely adopted in
any commercial courtry.” The law of New York was passed in
1825 ; that of Massachusetts in 1835. I have not hcard a
complaint against its operation in either state, nor do I remem-
ber a case in which it has been a vehicle for fraud, or to escape
the payment of a just debt: Somse of the first houses in New
York have been acting under it for some time, and rcnew
these partnerships‘as often as they expire.  Under the old
plan itis difficult to ascertain the capital of a housc; but as
regards partnership en commandite, it is publicly declared on
oath, and known to cvery onc. In America, as probubly in
England, houses are constantly failing who had the reputation
ofample capital ; whercas after failure it is discovered that
but little, if any, capital was paid in.  The co-partnership
en commandite meets this difficulty ; and should Parliament be
induced to pass a law authorizing such partnerships, [ believe
it would be approved by the people, and would add to the
commercial prosperity of the country.

157. Chairman.] Do you consider that the establishment
of the law en commandite in this country, guarded by restric-
tions against fraud, such as perhaps our sagacity might cnable
us to add with those which have been found practically usetul
in America, would work well for the benefit of the middle
classes irr this country ?-—Most undoubtedly ; it is in my
opinion the greatest boon within the power of the Legislature
to confer upon the industrious classes.

. 158. Do you think it would open a fair ground for invest-
ments of sums of a medium nature, which now it is difficult
to invest ?— Certainly.

159. Do you thinlz that persons of moderate capital, living
either in country towns or commercial districts, would feel
glad to have an opportunity of investing, under the manage-
ment of persons selected by themselves tfor their honesty and
for their skill, moderate sums in manufacturing, or commercial,
or other enterprises *—I do think so. .

160. Do you think that at the present period, for sums not
of very large amount, but of a moderate amouxt, their being
cdmbined together in partnerships of this kind would gil:e

¢ the
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the owners an.advantage which they have not at present— 1. Homell,
I do not understand the word “ owners.” .

161. The owners of each several capitads 2-—I believe that ———
the proprietors of capital would have gredter facility for their ":SM;W
investments, of a safe, legitimate, and profitable character, st
if this law were in existence. . .

162. Do you think that to persons of energy, industry, and
talent, but who have not capital at disposal, in many-instances

-persons of capital cognizant of those qualitjes would be willing
to give cucouragement and assistance >—Undoubtedly.

163. By affording to them the ‘means, of capital, lent to
carry out those plans which they may have put before them?
—Certainly. T .

164. Do you thfink that gencrally, with reference to what
may be called the more intelligent and skilfed of the working
classes, gaining, perhaps, at the rate of a guinea and a half or
two guineas per week, these would be inducements to them to
cxorcise energy and industry ”—Indirectly I think they would.

165. On the whole ydur opinion, after having looked at the
subject with" a good deal of attcntion, is, that it would be
beneticial >—Decidedly.

100. Are there any safeguards, with reference to the intro-
duction of such a system in England, besides those you have
mentioned, that you would recommend in the way of either
registration, or paid-up capital, or checks of that nature; or
do you think that thosc which arc made use of in America
would be sufficient >—I think the proper administration of the
bankruptcy law of great importance to the successful carrying
out of a system of commandite partnerships.

167. You are probably aware that in this great country
many enterprises requiring large capital can alone be carried
out by very considerable amounts of capital, and that to give
small capitalists, or moderate capltalists, the chance of having
the same kind of profit, it must be necessary for them to com-
bine their capitals >—I believe that such is the case; but I
would rather confine my obscrvations to the commercial bear-
ing of the subject, for firms with a limited number of partners.

168. And with reference to that your opinion is strongly in
favour of it 7—Decidedly. )

169. Have you, since this report to which you have alluded
has come back, heard many discussions on the subject ’!-:—Yes,

a great many, and I find 8pinions fayourable to it gaining
ground rapidly. That is the casein our committee.

70. You think, then, on the whole, that although in the

first instance there was a considerable opinion ajainst it, the

' . -evidence
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\
evidence and the discussions that have taken placc have at all
events lesscned the opposition to it 2—Certainly.

171. Mr. Cobden.] Can you state generally what are the
objections in the mihds.of the members of your cominittee F—
The chief objections in the minds of the members of our comn-
mittee I helieve to be, that the bankruptcy law is not sufhi-
ciently strict in, this country, and that it is more stringent and
effective abroad. The punishment for criminal frauds is abroad
more certain, and nyore serious to the criminal.

172. Do you speak of America?—No, I omit America.
I speak of the Continent of Europe; and in the absence of
that force in the law which exists there they are fearful that
frauds might exist to a considerabde extent.

173. But in the case of America the Mw is more favour-
able?—The law i§ «still more lax there than it is hcre, but
still the reports from Amecrica are most favourable. Messrs.
Dennistoun, of New York, write, “It is an excellent law.”
Mr. R. B. Minturn writes, “ Such partnerships command.as
much credit and general confidence as ordinary partnerships,
perhaps more. There is a certainty in the knowledge the
community possess of the resources of such firms,”

174. You have quoted the opinion of Mr. Bradford, of
Boston.  Are you awarc that Mr. Bradford has for nearly 30
years been resident in Europe, and carrying on large business
in England *—No, I am not. I took no part personally in
preparing the letters of enquiry or in translating the evidence.

175. Mr. Bradford’s name was given to you probably by
Mr. Brown or Mr. Alexander Henry, as one of the most intel-
ligent merchants in America, and his opinion is very favour-
able to the adoption of the plan of partnerships en com-
niandite }—Very favourable indeed. )

176. Chairman.] The preface states the obligations of the
committee to Mr, Henry for the assistance he has given?
—It does. ,

1Y77. That is Mr. Henry, the Member for South Lancashire ?
~Yes.

178. Mr. Cobden.] Are there any other objections which
you can* mention that have had inftuence on the minds of your
committee ?—As I said before, I think it is hardly fair that
I should state their objections, because they might state them
much more forcibly than tmyself.

179. Are there members of yotr committee who are pre-
pared to come and state to this Committee their objections to
the plan ?—I think it is very probable, and if 1 may tuke the
liberty of doing so, I would suggest that Mr. William Hawes,

o ‘ whose
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Whose first opinion was most unfavourable to the principle of
partnerships ek commandite, and whose opinion is very mucl
modified, would be a most competent witness to come before
this Committee. ,

18v. You arc understood to say thaf your view on this sub-
ject has reference exclusively to partnership of a private
pature, and not to joint-stock associations 7—Yes.

181. You think it would be a very great benefit to able
and intelligent young men, who are cmbarked in business, if
they could cnlist the, aid of a monied partuer for a limited
sum, which partner would not have his whole property involved
in the prosperity or,adversity of the business?—I do. T think
it is the most natural coyrse in whjch money could flow from
the capitalist to the working ‘man, whatever he may be.

182, Do you think that would apply to. the case of skilled
mechanics, who might make discoverics, or take out a patent
for some new process in mechanism ?—Decidedly. T am told
thag at St. Etienne, where they manufacture ribbens infinitely
superior to the ribbons which we can manufacture in Coventry,
the systém prevails to a great extent; and-that a great many
clever workmen, artizans, draughtsmen, and nanagers of the
loom, have accumulated property and are actually now con-
ductors of business, who have risen from their talent, and the
advantage that talcnt has had in forming connexions with men
of property ; and in St. Etienne it prevails to a great extent,
and is doing a great dcal of good..

183. That argument would apply with still more force to
this country, where the energy and ingenuity of our artizans
is employed on a still larger field of ipdustry 7—Yes; and it
is for want of that aid, I think, that the artist is so far removed
from the capitalist, and partakes so slightly of his prosperity.”

184. Do you consider that an alteration of the law might
also be beneficial in the case of young men entering into busi-
ness as shopkeepers, or in any other way of business, apart
from those mechanical inventions of which you have been
speaking *—I do certainly.

185. Now take your own case; you employ a great num-
ber of young men as assistants in your extensive business;
many of those young men come from the, country for experi-
ence to your house of business ?—Yes. .

130. For the purpose of illustrating your view on this
subject, suppose you had a young man of vety superior talent
and character, who came from a town in the country where
he was well known, and his connexions lived ; as a capitalist,
having an opportunity of seeing his morals, and having a high
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J. Howell, opinion of his future prospects, you might be dlS')OSCd to
Esq.  embark 1,000/ or 2,000/ of capital in that youhg man’s busi-
20 May  DESS in hls own n.atwe town, where you might sharc the ad-
Y vantages of his superior talent, and his excellent character to
1851, g p xce

a limited extent, with 4 limited risk. Do you think that such
an undertaking as that would be more likely to be entered into
if the law were altered, than it is now, for a capitalist to lend
that young man a sum of money of 1,000/ or 2,000/ at a
certain rate of interest —Certainly, and infinitely more bene-
ficially to the young man, becausg a young man beginning
entirely with borrowed capital, accordmo to the rules of our
trade is entitled to no credit. He is a d'mgerous customer if
he borrows moncy which cgn be called from him at any time
when the lender begms to be fearful, or when for his own
purposes he requires it; whereas if the lender become a partner
en commandite, he fixes it there for a specific period, and he
cannot withdraw it, and that capital is absolutely liable -to the
creditors who trust him; whereas the borrowcd money would
not be liable, and in the event of failure would be provctf as

a debt on the estate, in diminution of the dividend.

187. Chairman.] If you are right, that would prevent
panics, in many instances { —-It is a difficult thing to prevent
panics.

188. It would prevent the effect in the one case or the
other, - Supposing it could be called back immediately, in the
case of a panic, it might be called back ; but supposing it was
left en commandzte, it could not be cal]ed hack 1mmedmtely?
—That is the very idea I have expressed. I think that if the
capital of the country s becoming a floating capital by bills of
exchange, and it gocs on mcrcasmg in that way, it is more
susceptible to the influences of panics than capital which is
positively vested and fixed in business, either by soliduire part-
ners or commandite partners:

189. Mr. Glyn.] You have been understood to say, that
the great security which you thought was required would be a
greater stringency of the 'bankruptcy laws ; would that be in
their application to the gérant, or generally in their applica-
“tion to all those who put in their money?—Only the gérants.
As I am informed, the law of France is this: the amount
placed in by a commandite partner is registered ; an account is
kept of that amount ; another account current is kept with
the dommandite partner for his accumulated profits ; thus if a
commandite partner puts 2,000l into a business as his share
of the capital, and he realizes another 2,000 [, in profit, which
is not drawn out of the concern, and some sudden misfortune

. ¢ overtake
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overtake that business, and they fail, he proves for the balance
at his credit om the uccount current; so that he is to all intents
and purposes a creditor, and not a partner, ,making contracts,
buying and selling, dealing and controlling. I maintain that
he is a creditor, and that it is the calling him a partner
which creates the confusion that exists in our English minds.

190. In point of fact, in that case he holds a double cha-
racter; he is a subscriber in the first instance ¢r commandite,
and he hecomes afterwards a partner in the surplus profits,
which he may leave in the hands of the coteern ?— Exactly.

191. Chatrman.] You think that an alteration of the law
in that respect would be bencticial 2—It would be very bene-
ficial to trade, and it would greate a great increasc in the con-
sumption of all commodities, and employment for a vast
number of descrving well-disposcd persons. «

192. Do you think that the alteration which has been spoken
of as tg limited liability, carried out under proper regulations
and safeguard, would have a very beneficial influence on
maify persons who now consider themselves excluded from
commercial undertakings —Certainly. Those persons are
now compelled to scck public investment when they accumu-
late and realize property.

193. Do you not think therc are many persons of large
landed property, or property in the funds, or other property,
who would advance a limited amount of capital en comman-
dite, who arc now deterred entircly from doing so in any enter-
prise, because they have hung round their necks the unlimited
liability of sacrificing their last acre, or their last pound, if it
fails ? —Certainly. T have heard my own senior partner, Mr.
Wynn Ellis, who was Member for’ Leicester, say-he has seen
many opportunities when he would have been glad to assist
young men of skill and character ; but the existence of that
law has deterred him. .

194. Do not you think the same apprehension of the mind
of which you have spoken, with reference to a man of caution
and circumspection and experience, referable to that particular
species of enterprise, would apply itself to minds of the same
kind and character, in whatever station they stand, either in
the country or in towns, with reference to gther enterprises of
a like nature —1 think so. I think it takes its rise in human
nature, ' )

195. Mr. Glyn.] Do you aonsider that greater string&ncy
of the bankruptcy laws is the only secutity which you, as s
commercial man, wish to see enacted in the event of these part.
nerships en commandite being allowed in this country ?-*-*N(i.)

196. Do
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196. Do not you require a system of registration >—I have
alrcady stated there should be a system of registration of the
share which that capital so advanced is to give the partner;
so that if* I see that A. puts 2,000/, into the business of B.,
I wish to know what ‘share of the profits he is entitled to,
which will give me some idea of the capacity of the business
of B., and the capital he requires. I have stated that I do
not believe that partnerships so formed would enjoy the highest
class of credit, because the very fact of their having a com-
mandile partner is evidence that capital is wanted; and there
is a class of traders in this country, and I hope there always
will be, who do not require such aids, and who enjoy the
highest credit in the countyy ; byt T think it would be a very
beneficial law for the middle and a’great class of traders in
this country, and*is justly due to them.

197. Would you require any publicity of accounts in those
partnerships >—No ; there should be periodical settlements.

198, As between the partners ?—As between the partners.

199. But no publication of those settlements ?—-No piibli-
cation of those settlements.

200. Chairman.] An inspection of the accounts from time
to time by the partners —Yes, as it exists abroad.

201. Mr. Glyn.] But no security as regards the public in
those accounts, with respect to inspection 2—No; T think it is
uncalled for.

202. Mr. T. Egerton.] *You were understood to say, that
you would put a limit to the number of the partuers?—I
believe the law now limits partners to six.

203. Mr. Sotheion.] Do you recommend that there should
be any limit to the number of partners en commandite >~—No
other limit than now exists under the partnership law.

204. But that limit which does exist under the law of
partnership, which you understand to be alimit of the number
to’six, you recommend should be applied to the law en com-
mandite i—1 am favorable to that opinion, without giving .
further consideration to it, for trading bodies.

205. Mr. J. 4. Smith.] What reason do you give for
wishing to limit the number of partners; what danger do you
foresee in an unlipited number? —1 sec no particular danger
in an unlimited number of partners en commandite; but I
think it is more convenient for the purpose of trade generally,
that the number should be limited ; the concentration of
action, and the operations of trade, ar¢ more successfully con-
ducted under a few than under 2 great number; I am in

. ‘ favour
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favour of a limited number of partners in consequence of the
convenience af it. - ,

206, M. Tufneil.] Do you consider that the introduction
of partnerships en commandite would b, particularly advan-
tageons. for artizans and for people of. small capital to invest
their mogey in trade r—1I do. o ‘

207. If you limit the number of partners to six for the
purpose of carrying it on, you would have hardly any capital
at all, if it is to benefit small capitalists >—There may be a
great number of partnerships formed consisting of n¢
more than six partners in each. .

208, If partnerships en commandite are limited to six
partners, the sum contributed by each of those six partners must
be very considerable ?—=It"is not necessarily so; one man
may be a'rich man, and contribute a very large sum..

209. Chairman.] Do not you think that the principle of
en commandite properly regulated might apply to partnerships
of a much greater number than six ?—1I think it is capable of
refulation ; I have said before that I do not presume to offer
an opinion on large bodies of men combined for special pur-
poses ; I should rather wish to confine my opinion to the com-
mercial view of the subject, with the ordinary number of part-
ners who may exist in firms, generally speaking.

210. What objection do you see to the case of 30 persons,
each putting in 500/ for the purpose-of carrying on water-
works, gas-works, or any local enterprise of thai nature, which
is likely to yield a moderate profit, and being carried on under
the superintendence. of persons whom they have selected for
their sagacity and caution P—The principle appears to me ta be
somewhat different, because under a tommandite partuership
in tradeaqyou have always the gérant or gérans responsible to
the Court of Bankruptcy, and responsible for conduct in every
sense; in such a body as you hgve put to me, you have not
stated whether there is any one who is positively responsible.

211. The question refers to carrying it out en commandite,
with a gérant selected for his sagacity and caution?—And the
gérant to be amenable ? '

212, 'Yes; for a local purpose, such as constructing water-

- works, which might require 10,0001, to carry it out, and in’

which the parties have each of them 200 £, or amounts of that
nature f—|[t seems to me that such a co-operation would be
beneficial, . . .
213. Mr. Tufnell,] Although the number of proprietors
Was not limited ?-—Yés. :
214. Mr. Sotheron.] Would you suggest thet if the law is
0.51, ' C altered
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altered in England so as to admit the commandite principles
that should be the universal law, or would you have the prin-
ciple en commandile go on concurrently with the ordinary law
of partnership as it new stands?~~Concurrently. I do not desice
to stimulate the formation of such partnerships ; I only wish to
provide for their existence.

215. You would recommend the en commandite principle
to be capable df being applied to even large businesses, such
as your own ?—Yes.

216, Do not-you“think that if that principle were applied
to large concerns, the public would be likely enotigh to be
imposed upon, by the appearance of wealth and character,
which the limited liability of the gommandite principle would
not justify >—No ; all the foreign testimony we have received
in the pamphlet Ihave delivered in, is opposed to that view.

217. Would you suggest that in such a business, for in-
stance, as your own, there might be three or four partners
upon the ordinary principle, and three or four more on the
commandite principle ?—1It is very possible. )

218. You wauld think that a good arrangement ?—1I should.

219. Suppose the case of a senior partner, after having
made his fortune by his business, retiring from trade; would
you allow him to keep his name upon the concern upun the
commandite principle, leaving only a certain sum in it /—Not
his name.

220. In such a case as has been suggested to you, such a
person could not leave his name upon the principle of partner-
ships en commandite 7—I believe not.

221. Chairman.] Otherwise you would be gividg false
credit; and that you‘do not wish at all>—The business is
sometimes cagried on in an old name when ¢he ol# partner
has retired ; and if the commandite law were to be the law in
this country, I should recommend that if there were a com-
mandite partoership, the name should be withdrawn; now
it is ot absolutely riecessary.

222. If the name was specified as a commanditaire, and
the amount known, that would prevent, g all events, any false
credit 7—To those who took the trouble to inquire. _

223. If it was published, or anything of that kind, it
would prevent any false credit >——Yes, if published. Publi-
cation is indispensable. : ‘

224. Mr. Sotheron.] Upon the whole, do you see any very
great difference betwéen the commanditaires-and the contri
butors or subscribers to an undertaking according ‘to - the
English law ; should we not be able to gain pretty nearly the

o ' same
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+same advantages which are allowed to belong to' the com-

mandite prirciple on the ordinary plan of a certain number
being allowed to lend their money to a concern, but their return
varying according to the profit or losseof that concern ?—I
believe the law prevents any one receiving his return now
according td profit or loss, except partners; and thiat it consti-
tutes a partnership. \

225. The question supposes that the law sfiould be altered
to the extent of allowing persons contributing money to an
undertaking, to receive interest for that®money varying
according to the profit or loss. of the concern. If such a
thing were done, should you not gain all the advantages of
the commandite system ?—Jt appears to me that it would be
the commandite system.

226, Do you not know that there is a very great objection
to touch even the law of partnership as it at present exists,
from the fear of unknown evils, or such as might not be pro-
vided for beforehand, arising to great concerns in this
country *— I believe there is a great deal of tenderness existing
on that point, which inquiry and the study of the subject will
remove, and to which it is the duty of the Legislature to apply
itself.

227. If it should be in the power of the Chairman of this
Committee to devise some system by which that advantage
might be gained, of allowing the interest received on money
to vary according to profit or logs in a concern, without in the
least affecting the ordinary law of partnership, would not that
be in your opinion a mode of getting over many objections to
it ?—It would not be so beneficial as thé commandite system,
because under the commandite system the party lending his
money as a cdmmanditaire cannot rank with other creditors,
whereas in the case which you have put to me, he would, in
the event of failure, rank with ether creditors. In your case
the general creditors would be damnified by the ranking of that
party. In the case of commandite partnerships they would
be benefited from the fact that the commandite partner.could
not rank with them. - .

228. Mr. Giyn.] 1t is the difference in point of fact, be-
twe{;n its becoming partnership money or, mere loan capital ?
~Yes. : . .

229. In the one case the loan capital is objectionable,
because it affects the general interest of the creditors ; *and in
the other casé, the money which is put in commandite comes
Into the ‘general assets, and is divisible among the general
creditors $—Precisely. C

0.51. c2 . i 230. Mr.
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230, Mr. Morris.] Are you of opinion tiat business con-
ducted by companies formed under limited liability, is con-
ducted with the same prudence and caution as it is in
companies responsible to the extent of their property?—Yes ;
and I am bLorne out in that opinion by the evidence from
abroad. We have no such instances in this cofintry to give
evidence upon ; it does not exist here ; but abroad the evidence
is decidedly fatourable to the safety of such companies.

231. Do you think the public would have the same confi-
dence in the ofte cOmpany as in the other ?—I believe the
public in this country would have the same confidence as the
public generally abroad.

232. Mr. Glyn.] Do not you ¢hipk that the evidence as
given in the pamphlet you have delivered in as to the effects
on the Continent of the commandite system, leaves the general
question very much in doubt?—I think not. There is a
g:mleman in the room who is capable of giving evidence on
that point. The opinion from Cadiz is unfavourable to the
system, but that opinion is flatly contradicted by the letters
from Madrid. .

233. Chairman.] Is not the American evidence in the
great commercial cities of New York and Boston, favourable
to it ?—Highly so; and the testimony deserves special atten-
tion. The general opinion is, that they are as safe as other
partnerships. Thereis very little distinction drawn as to their
relative safety.

234. Mr. Glyn.] Will you direct your attention to the
answer from Paris particularly, where it is said that the com-
mandite partnerships have been very unsuccessful in shares ?—
That has reference, I think, to the partnerships which were
formed imnediately after the Revolution. There were some
partnerships formed there ynder Louis Blanc, which really
have proved very unsuccessful ; but commercial partnerships
which [ advocate have been generally.as successful as other
partnerships ; and I am borne out in that, for the evidence is,
‘“ Commandite partoerships in shares have been very unsuc-

_ cessful, but not so ordinary partnerships in commandite with

one or two capitalists.”

235. Mr. Heald.] Your recommendation of the application
of the law en commandite to-this country is based on an altera-
tion ir the bankruptcy laws -—] oonceive myself, that the late
alterations of the bankruptcy laws have been very effective,
and very beneficial, and that they are sufficiently stringent to
enable us to commence on the experiment of commandite part-

' ] o neyships
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nerships at once ; but I think that a vigilant administration of
those laws is #n essential element to the success of commandite
partnership, and in fact of trade generally. ,

236. You were understood, in a former part of your evi-

dence, to go alittle further, and to add, that this made the
difference between this country and the continental States ¢—
I stated that the opinion. of some of my co-committee men was,
that our laws were not sufficiently severe to pérmit the com-
mandite system to be introduced.
+ 237. Can you assign to the Committee anything like am
element which reconciles or harmonizes the difference in the
operation of the law en commandite on the Continent with
stringent bankruptcy law.s, gnd in. America, where the bank-
ruptey laws are more lax than our own ?—1I confess I do not
share in those fears which Mr. Hawes and. some other geutle-
men in our committee have, that our law is not, sufficiently
severe. I think the fact that the law is lax in Americay
jugtifies me in the opinion that with our law it would work
well, because it works well in America. Fraud could not exist
without conspiracy, and publicity and fraud seldom exist
together. ’

238. You were speaking of the opinions of others, and not
your own ¢-—Precisely.

239. Mr. Tufnell.] Ave you aware that at present the
Crown can by charter, in certain cases, limit the liability of
partners i—Yes. . ’

240. Why is not that power sufficient, without introducing
a new law ?—It is not obtained except at great expense.

241. Supposing that esbense were diminished, do not you
think it would be an easier way than introducing a new law
into this country ?—It would be practically the sume thing;
but the more simple the commercial laws, and the more easily
understood (and if they are good.the more easily the objects of
them are attained), I think the better for the community at
large. '

%42. Mr. T. Egerton.] You were understood to state that
you saw no objection to unlimited liability and limited liability
ucting together, as far as regards commercial law in this country?
—1I see no objection ; it is the very systery of freedom I advo-
cate, They act concurrently abroad. TENIT

'243. Is theve abroad any limit placed to thé; smount of
capital to be engaged en scommandite 1—1I believe'mas;- but
there is a-gentleman from abroad presént, who is very- com-
petent to'give evidence on that subject, being a partner in one
of the largest woollen manufactories in France: - -~ = =
0850 c3 . M. Henry
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M. Henry Sicber, callegl in; and Exami.ned.

244. Chairman.], THE Committee understand that you are
acquainted with commercial undertakings in Paris and other
places in France ?—I am.

245. You have probably heard the account of the com-
mandite system, as given by the last witness 7—Yes.

246. You aré cognizant of what that law is, as exercised
on the Continent 7—1I think I am ; at least, in France.

247. With refererice to Paris, do you think the commercial
undertakings in Paris which are carried on by partners, some
of the partners of whom are under limited liability, en com-
mandite, work well *—Exceedingly well.

248. Do you think it advantageous, for the purpose of
enabling persons desirous to advance portions of their capital,
but not to be liable to the whole amoupt of their fortunes, still
tb aid those who continue in business >—Undoubtedly.

249. Does it tend to enable men of capital, wishful for
retirement, still to aid enterprising and active men of character
whom they can trust?—It does,

250. Does not the beneficial carrying out of that system
depend a great deal upon the character of the gerant or
manager P—Decidedly.

251. The selection of the gérant or manager is made by
the parties who advance the capital *—Yes, as commandite.

252. They are interested in having a sagacious, an intelli-
gent, and an honest man ¢—Most decidedly.

253. They are interested inasmuch as their own shares,
which they advance, depend upon if?—Yes.

254. Are these partnerships registered 7—Yes ; it is indis-
pensable. @

255. Is it indispensable that the commanditaire shall not
interfere in the management ef the business, but that it should
be left to the gérant /—Entirely.

256. Will you be kind enough to state to the Committee
what is the form of registration ; is it done before a public
officer P—Yes.

257. Is it accessible to any person who likes to go to see
what it is P—Jt is. |

258. Is it known that an office exists where parties desirous
to-inquire may go ?—Yes. ' . '

250+ And there they can find the names and the amounts ?
—The names, the amotnts, the date of the partnership, and
the period for which it is to last. ‘ -

260. If, therefore, there be a partnership formed to the

; ! amount
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‘amount of 20,0007, consisting of a number of partners, they
can there find*the names, the amounts, the date of the com-
mencement of the partnership, and the pesiod for which is to
last ?—Yes. : .

261. They have the means, therefore, of knowing that such
and such an amount is there, and that at the end of such and
such a period it will expire >—Yes.

262. Do you think that this law of limited’ liability, as it
works in France, is beneficial both as regards the parties who
advance the capital and as regards mary persons who have
not a great deal of capital, but who have a great deal of intel-
ligence and integrity to direct it —Generally it is so. -

263. Do you think that i is proved by experience ?—Most
decidedly. ;

264. Can you speak of it with reference to Holland or
other countries ?—No ; only in France.

265.. Will you state to the Committee one or two partner-
shjps of this kind which have been applied to any particular
business which has been carried out, either a manufacturing or
commercial business, or any other cases which you think
would be fair examples ?—Yes; for instance, I know a large
establishment of a retail house which has been lately esta-
blished in Paris; there are three or four partners who are
very intelligent young men, knowing the business very well,

and of good conduct; and having no capital they applied to.

different manufacturers for money, and they received a large
capital from the manufacturers who advanced that money as
commanditaires.

26(15(. You'said a ¢ retail house ;” what description of retail ?
—Silks.

267. Ladies® wear 7—Yes. ,

268. Is that carried on beneficially?—It is carried on
beneficially. .

269. Do the manufacturers supply capital in the form of
goods, or advance a loan ?—They are obliged to advance
money, and not at all goods.

270. And it is for a given period ?—Yes.

271. And they cannot retract it or withdraw it until that
period has expired ?—No, not without taking legal steps, or
without a dissolution of the partnership being published.

272. That nmst be at the end of the pericd >—It may be
before the end of the periody if the parties choose to doeso.

273. But with complete publication ?—Yes, with complete
publication, - . . }

274. Are they exclusively manufacturers, or are there other

0.51, C 4. parties

H. Sieber,

80 May -
1851,



M.
H. Sieber.

g0 May
1851,

(N .

40 MINUTRS OF EVIDENCE TAKEN BEFORE THE

parties besides manufacturers ?— There are otber partiess.
there are some manufacturers; there are also feople who are
capitalists, who want to invest money. ‘

275. Mr. Glyn.JoWhat]security 1s there that the capital is
actually subscribed in ‘money ?—There is no security but the
personal security; a man may promise to give one thousand
francs, for instance, as a commanditaire, and not be able to
give it ‘

276. Then in point of fact they register that which they say
they will pay, and not that which they actually see is paid ?2—
It is the sum promised, and not the sum actually paid.

277. Chairman.] That is to say, it is not actually paid up ¢
~—It may or may not be agtually.pajd up, because it is not
under the control of the public. »

278. Mr. Heald.] Suppose that in a house silk is rather a
large article of trade, and the house in Paris has a connection
at Lyons with some manufacturer, would the acting partners
in Paris feel as much at liberty to go and purchase their stock
from manufacturers in any other place, and leave the partners
who advance money, and are partners en commandite, as with=
out it >—Certainly there is no moral obligation of that kind ;
they would not like to give a preference to one particular
party. _ ‘

2;'9. Mr. Tufnell.] Practically the partners who set up
those retail houses do purchase their silks from the merchants
who advance the capital "—They purchase of the party who
manufactures best, and whose prices are the lowest.

280, Chairman.] Without reference to manufacturers or
wholesale dealers, are there not other capitalists who advance
their money in this way ?—There are capitalists who advance
their money in that way. v

281. Do not you think it would be an additional safeguard
to partnership en commanditz, if the parties who are registered
for such an amount were to pay up such an amount?—
Most decidedly. L

+ 282, That would be an improvement in the security? —
Decidedly.
283. {t would be perfectly consistent with commandite
if each party was ebliged to pay up the amount?—Yes; but
it would lead to nothing, practically speaking, in my opinion,
because on the next day the same sum of @iongy might be
withdrawn.”. . . e IR

284. If the commanditaire were obliged to pay up .the

.amount, and were not allowed to withdraw that amount until

the end .of the period - of his ‘partnership, then there would
‘ ' -~ be
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Be always a capital to which the creditor would refer 7—1I do
not know that it would increase the responsibility of the
parties, because that money might be withdrawn afterwards.
The parties may either be honest or verysdishonest ; if they
are honest, and they proinise to pay a certain sum of money,
they will pay it ; and if you forced them to pay, they might
withdraw it on the following day, if dishonest.

285. Are you acquainted with the working of this com-
mandite system in other places—Yes, in a great many other
instances. A * -

286. Besides that of manufacturers ?—-Yes; for instance,
a manufacturer grows old, and wishes to retire from business ;
he may select the most,intelligept of his young men, and
leave him a limited capital to go on with his business, and
reserve a small share to himself, in proportion to the capital
which he leaves in it.

287. Putting aside manufacturers, are there other busi-
negses carried on in Paris of the same nature, en commandite ?
—A great many; but the commandite has always a per-
sonal character, because the commanditaires are people who
advance money only to persons who are well known to them
personally. :

288. Will you state some other kinds of business, besides
that of manufacturers, which are carried on en commandite ¢
—They are more particularly businesses where people mean
to retire. .

289. What kind of business?—- Manufacturers, and also
merchants. A merchant may receive a sum en commandite.

290. Either retail or wholesale >—Of any description.

291. Mr. T. Egerton.] What is the general number of
persons who ar® engaged in that way, en commandite! You
have spoken bitherto of three or four persons, or one principal
person, leaving his business and giving a share in it to four or
five others7—I do not think there is any legal limit to the
partnership. :

292. Practically ?—Not more than five or six, generally
speaking, and very often less. .

293. Then it is not 30, 40, or 50 people, each putting in
1,000 francs }—No ; that is a different system of society, which
we call in France Société Anonyme. ' C ‘

294. Mr. Twfnell.] Each of these partners en commandite
may subscribe a small amount and withdraw on thie next day?
—They cannot do it legally. "It would’ be fraud ; because, if
they have subscribed for a certain number of ‘shares, and-on
certain conditions, they cannot ehange that agréement.

‘ 295. Are
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- 205. Are they bound by law to subscribe for a certain
number of shares, or is it only by the regulations ?— By ge-
neral convenience. -

206. Mr J. 4. Smith.] What is the state of the law as to
the liability of a person entering. into a société anonyme ?~—
He is liable only to the amount of the shares subscribed.

297. Is the gérant in that case personaliy liable P—He is
entirely irresponsible, except for the acts of his own adminis-
tration ; but commercially he is not.

298. He is liabl€ to his own partners to the extent of his
fortune, but he is not liable to the public beyond the amount
of his subscribed capital >—He is only liable for the amount
of the shares subscribed. | o,

209. Towards his own partners?—Yes. I am speaking of
a socicté anonyme.»

300. He has no liability either to his partners or to the
public beyond the subscribed capital /—No, not beyond the
number of the shares subscribed ; but such companies can
only be established under the control of the government.

301. With certain rights of inspection and examination ?—
Yes, during the whole year.

302. You are understood to say that there is no limit by
law in France to the number of persons who may unite in a
commandite partnership ?—No, not that I am aware of.

303. Then what is the reason for preferring an anonyme
partnership to a commandite partnership, inasmuch as a com-
mandite partnership is free from the interference of govern-
ment, and an anonyme partnership is not 7—A société en com-
mandite has generally ‘a personal character, persons knowing
each other; and a société anonyme is for other objects; for
instance, for insurance companies, mining coipanies, whose
object may be appreciated by every one, and mot only by the
personal friends of the parties.

304. Then the selection of the one or the other, is in refer-
ence to the public credit which the one or the other would
enjoy in that particular business ?—I think that, generally
speaking, for the public société anonyme is preferable, because
the objects being under the control of government, they find
an additional security in it. A société en commandite is of a
personal character more than of a public character.

305. Are the Committee to understand you to say that,
generally speeking, a société en commandite does not enjoy as
high credit with the ‘public as a société anonyme ?—Not so
extended a credit, because it is always limited. It is much
more limited than a socfté anomyme, but may have as higl& 8

credit
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credit with the public who know the parties, although not so
extended a credit, because the object of the parties is less
known. N

306. In comparing a société en®commandite with a general
partnership with-an unlimiteg liability of the partners where
every party is responsible, is the one or the otlier superior in
point of public credit, in your estimation?—Neither the one nor
the other, becayse all depends on -the parties, dn the capital
invested, on the more or less favourable opinion which is
entertained of the parties. *

307. Those conditions being equal, would public opinion
in France prefer, as a matter of confidence, to trust an un-
limited liability, or a socié{é en commandite>—1 think all
depends on the personal character of the gérant.

308. Have you any experience yourself in France of asso-
ciations carried on by the lower orders for any object whatever,
either en commandite or as a société anonyme 7—Those associa-
tions do not profess to be successful. I have no personal
experience of them, but the general impression is, that they
will have no favourable results. ’

309. Perhaps it would be more fair to dsk you the question
as to associations existing before 1848. Were you aware of
any such associations having existence before 1848 *—No.

310. And all that you are now aware of have sprung,
perhaps, out of the opinion which gained currency in 18487
—Yes.

James Stewart, Esq., called in, and Examined.

311. YOU are a Barrister ?—Yes. :

312. You bebong to the Society for the Improvement of
the Law, and have taken considerable interest in it ¥—Yes, I
have taken great interest in it. .

313. One of the questions which has been discussed by that
society, which consists of a good many gentlemen who are
connected with the law and connected with trade, was with
respect to the policy of the introduction of partnerships of
limited liability?—Yes. That question was referred by the
society to a committee, who took some paips to consider the
question ; and they prepared a report.

314. Will you be good enough to put in that report 2—Yes.
T should say that you shouldenot take this report for more
than it is worth, I do not think that the gentlemen who at-
tended that committee, although very respectable persons,
were men either of very great experience or very great

~ eminence
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eminence in the profession. I think they came there with
entirely unbiassed minds, and had every wish to arrive at the
truth ; but I think you should take that report with the state-
ment I have made. I may add, that that report has elicited
the opinions, to me personally gnd in other ways, of many
men of great eminence in the legal profession, with whom I
have had an opportunity of conferring. I certainly agreé with
that report; and [ think I may state, that as far as I know,
the general opinion of the legal profession is in favour of the
conclusions which that report contains. (The Witness delivered
in the report referred to.)’ ¢

315. That report, after balancing the matter both ways,
gave a favourable opinion p—Yes, to an alteration in the law
as to unlimited liability, with certain safeguards.

316. The opinion which was arrived at was in favour of the
introduction of the law of limited liability to partners under
certain circumstances and with certain safeguards >—Precisely
s0; and they are very briefly stated. You will find stated
the opinion to which the majority of the committee. came, for
it was only a majority. I should say we have amongst them
several merchants of eminence, and the opnions of the minority
were also stated. The majority came to these resolutions :
“ That it is advisable to allow the formation of partnerships, in
which, while the liability of the ostensible and active partners
continues unlimited, parties who take no active share in the
business, and whom it is proposed to call limited partners,
should be able to restrict their liability to the amount of capital
agreed to be advanced by them. That the names of all the
members of such partnerships, and the amount of capital
agreed to be advanced by the limited partners, should be
registered. . That a limited partner should net be allowed to
take any active part in the management of the firm. That

every limited partner should be required to pay up the amount

ed to be advanced by him before his name is registered.
hat no limited ‘partner should be permitted to diminish the
amount agreed to be advanced by him. That a limited
partner retiring from partnership should continue liable in
respect of debts incurred during his continuance in the partner-
ship for a'definite period, according to the analogy of joint-
stock companies. That the wilful violation of any of the above
provisions by a limited partner should subject him to unlimited
respensibility.” o ’ '
'-817. You have stated that since that period you have had
conversations with many. gentlemen. on the -subject--legal
men and others, -and you' think that' upon the whole their
0 L opinions
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opinions arc growing favourable to the introduction of that
system >—Notouly growing, but I have been surprised at
the unanimity of opinion which has been g¢xpressed, which
was certainly much greater than I had supposed to exist, and
this from persons practically acquainted—as, for instance,
Commissioners of Bankruptcy—with the evils of the present
law of partnership. One friend of mine, Mr. Commissioner
Fane, who, I dare say, will be glad to come before this Com-
mittee, said, that from his experience as a Commissioner of
Bankruptcy, he believes that one-half of the misery arising
altogether from commegeial transactions had arisen from the
present law of partnership, and from its being practically
against common sense. . .

318. Do you think tliat the introduction of the law of
limited liability would give facilities for many parties of
moderate capital to advance it and to combine it together,
under some able person, for the purpose of commercial enter.
prise ?—I think it would be the means of bringing together
two’ great classes, the class which has capital, of which we
know there is a very great superabundance in this country,
and the class which consists of active, cleter,and enterprising
men who have not always capital. I think an alteration of
the law in this respect would have a beneficial effect in bring-
ing those two classes together. _

319. Probably your observations of late have shown you
that in this country there are capitalists of immense wealth,
and there is also an immense number of persons in the
humbler classes ; do you not think this would tend to give
stepping-stones betwcen the two, and, as it were, the means
for industrious, energetic and intelligeit men of good cha-
racter graduallysto advance themselves in life’—1 certainly
think it would have that effect. I should say, that not only
has my opinion been’ confirmed by ghe concurrence of opinion
of other lawyers, but 1 have had an opportunity of seeing the
body of evidence which I think was referred to by a witness to-
day. That body.of evidence was taken at the requestof a number
of coinmercial gentlemen in the city ; and I have been exceed-
ingly gratified to find that the opinion which is expressed. in
that report is, as I conceive, almost entirely confirmed by the
evidence there taken, and chiefly resting on the point, that
the confidence placed in these companies’ seems to depend
entirely upon the character of the gérant, or the person who,
in fact, carries it on, and on the general *credit for its being
well conducted, honestly conducted, and advantageously con-
ducted. Just befare I came down heye to-day,. I found thl:t
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the expression of opinion coming from many towns rests
upon that point. They all say that the confitlence which is
placed in these eompanies depends entirely upon the opinion
of the gérant, for ¢wo reasons. They say that the comman-
ditaires who advance the capital must know the gérant, and
they would not place confidence in him unless, in fact, he was
a prudent man. They have, therefore; this security, and that if
the gérant has a good character, they also go upon that, and
place their confidence entirely in the gérant, and the mode in
which the business‘is conducted. I find that this opinion comes
from Paris, from Lyons, from Cambrai, from Marseilles,
from Antwerp, from Brussels, from Berlin, from Amsterdam,
from Rotterdam, from Madrid, frzm Turin, and from Boston,
in the United States.

320., Upon the whole, you are of opinion that the introduc-
tion of this law, with such safeguards as you have spoken of,
which comprise the payment up of the amount for which
every party is liable, would be beneficial, both as regards
encouragement to industry and encouragement to men of
character, and also as giving facilities for the investment of
capital P—Yes; protected as I have mentioned. It would
not, of course, be possible to say whether a party had paid
up or not; but then there might be this further protection,
that if he did not pay up, he would be liable to an unlimited
extent; and therefore that would be complete protection.
If it was found at any future time that he had not paid up, he
would be liable to the whole extent of his property.

321. Are you aware that considerable dissatisfaction is felt
by many parties, that they are not able to have the same
advantage in putting out their small or moderate capitals
which great capitalists possess, because the existing laws of
partnership give an advantage to large capitals, to that which
it gives to a combination ef many small capitals?—I should
say that it is very generally felt; and it is felt, as it appears
to me, not only by the poorer classes, but by the compara-
tively richer classes. For instance, I am a barrister in Lin-
coln’s-inn; I may have a certain amount of capital which I
do not choose to take to the funds, because of the small
interest I get. Why may I not say to any commercial firm
in which I have confidence, ““ I will lend that capital to this
firm and'get a share of their profits 7”  There is nothing surely

orally wrong, there is nothing imprudent in the transaction

* on my part, if I havé confidence in the firm. I am restricted

n that, if I live in England; I am restricted nowhere else.
cannot see why we are right and everybody else is wmn%’[
e 322. Mr.
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- 322. Mr. J. 4. Smith.] Do you believe that state of things J. Stewar,
does not practisally exist in every large merchant’s house in  Esq.
the city ?—I believe that money is lent gt interest; but  “===
immediately profit is taken, difficulty begins; but it is a fair 1351,"
thing I think for both parties to make the transaction depend
upon the profit. .

323. May not that mete of interest vary to any extent ?—

Under the relaxation of the Usury Laws it thay now un-
doubtedly vary.

324. Does it not vary ?—1I believe it does.

325. Then you havethe advantage of lending your money
as a lawyer, at a high rate of interest, if you choose to trust
the house of business in whigh you place it 2—I have the-ad-
vantage of getting a profif in the shape of interest, but I have
not the advantage of getting it in the shape of profit.

320. That depends upon the rate of interest that you exact ?

—1t is reasonable for both parties that if I choose to lend my
money, taking profits, I may do so, and that perhaps may be
a wlser course for both parties. I may get a larger sumn in the
shape of profit, than I could get in the shape of interest ; and,
on the other hand, the firm may be much more willing to take
it upon that understanding. I do not see why, in this country,
a restriction is placed upon a transaction, which appears to
me to be a perfectly proper and legitimate one.

327. But, in point of fact, the suggestion you have made
with regard to an alteration of the law, goes but little further
than an alteration of the power of lending at a rate to vary
with the rate of profit of the house in which it is deposited ?

—1I dare say that might meet that particular difficulty.

328. Chairman.] In the case of leiiding upon a varied
interest, you are« creditor to the house ; and in the case of a
commanditaire you are not a creditor to the house >—No ; and
am to be postponed to all other pegsons.

329. Mr. J. A, Smith.] You would wish any alteration of
the law to be general ; you would not wish it to favout the en-
terprises or associations of the middle and humbler classes i—

I should wish for a general alteration of the law for all classes.

330. Chairman.) You would wish it to be concurrent with
our general law ; you do not mean to abjogate the general
law of partnerships, but to make this law concurrent >—Pre-
cisely; the difficulty I feel in principle is' this : why should
we not have entire freedom of contract; and if I choose to
make this contract with another person; and he chooses to
make it with me, and we have the means of publishing that
to the world, so that no fraud is affected, why may I not hdo

: - that
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a&,ﬂin this country? that is the great difflculty I feel asa
atter of principle, B N
331, Mr. J. 4. Smith.] 1s it ot rathiér e rebult of exs)e.
Jience, that it is very difficult to guard’egainst an undue
gredit; is not the ‘result of one’s experience such as to lead
ohé to spy, that credit is given without dug expminition of the
grounds on which it is given ?—1I am gafraid it is at”the pre-
gent moments it is found that there is a great deal of impro-
per credit given, , ,
332, Would not credit be given to a commandite partner-
ship in reference fo the names and thg sition, and so_on, of
the persons engaged in it, rather thaw with reference to the
amount of thc sum ?—I dare say it would, just as if is now,
be improperly given under similai circumstances, Persons
trust without always knowing “exactly the grounds on which
they trust, but I do not think that would apply to commandite
partners more than to any other class ; I should say that I have
practically found the difficulties of the présent law, in Goder-
takings which I conceive to be of public advantage, and which
might give the parties a certain degree of profit. I am not
much in the way of hearing of commercial transactions of this
nature, but certainly in three instances, at least, in connexion
chiefly with the amendment of the law, I have found what I
should consider to be useful undertakings stopped in this way.
I believe the only way that the owners of landed property of this
country can get out of the great difficulty which the present
system of conveyancg involves thém in, I mean from the expense
of titles, is by applying the principle o&_insurance to titles toland.
1 believe that might be dene with perfect safety, and with great
advantage to the landed intérests in this country. I believe
that the, vathe of land would be greatly raised by it, and the
whole 3ystem. of the transfer of %agd would be_ ajtered and
greatly improved ; now the only way that can Be dohe, unless
it is done by Government, Is by a public company. I should
say, that having brought forward this idéa in the society that
hag been mentioned, I have been repeatedly applied to, to
{gj’n in. gompanies of this kind ; &hd i ohé case a company
s beep formed, several altémpts having beep made to form
companies for cagryin§ out this principle, but no other has
"heen fordied ; it was formed, ] believe, by very fespectable
rsons ; and they were kind enough ‘to apply to me, as having
Jbsep the, author of this' idea,, to become a ditector ; they
Jnyited me 10'go down and'see the bisiness which was'carried
o, that there wag. 8, grent dea), beip; done, and that it Was of
s e L a1 o ol e
‘ ere
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there was a great deal of business which appeared to be J. Stewars,
coming in; but without saying I had not perfect confidencein . Esq. -
these gentlemen, for I believe them to be pesfectly respectable, 20 Mav
yet I did not think them altogether the «persons, from their ,35:'7
station in the profession, who should undertake it, and I declined
to become connected with them ; but my main reason, I must
say, was, that if I had become connected with them I should
have been liable to the extent of every farthing that I had.
If the law of limited liability had prevailed I should have been
relieved entirely from ghat difficulty. If th® principle is a right
'one, and that principle could be protected in the way in which
I am anxious it should be protected, by a law of limited
liabity, it would not much patter who were the persons who
carried on the company, supposing it were respectably and
honestly conducted.

333. Chairman.] Does not the same objection which is
referable to the circumspection and caution that a man must
exercise for his own safety, apply to many other plans, which
would be advantageous if they wcre carried out, but which are
now prevented by the law of unlimited liability > —I think the
law of unlimited liability acts often as a bugbear to respectable
persons being connected with associations of a nature which
might be productive of great public good, and might produce
considerable profit. There are two other instances which
I may mention: one was an association which I was applied
to, to become connected with, for Ireland chiefly ; and I should
say that it was in connection with the Encumbered Estates
Commission ; I believe it was to apply to England also ; it
was to be the means of bringing together persons willing to
lend money on mortgage, and persons willing to borrow it ;
that, I think, was a very excellent association. It might be
done with great advantage to all parties, 1 think ; but, looking
at the difficulties connected with' this law, I was certainly
deterred from joining it. The other instance is this: many
of us have been of opinion that the law should be greatly
simplified, and that the best mode‘of simplifying it, and of
depriving it of that sort of technicality and mystery which
exists about it now in. unprofessional classes, would be to
encourage the sale of law books; law books at present are
exceedingly dear, as everybody knows who &5 them ; some
of us thought that the principle adopted with respect to other
publications might be adopted as to law books, and that we
might publish standard books in the sahe way in which books
are published by the Parker Society and others, and many of -
us were desirous of undertaking it; we were of course quite

0.51 ﬁ illing



B Jn Sit’iva"t,
Esq.
26 May
1831,

50 ..MINUTES OF EVIDENCE TAKEN BEFORE THE

:willingito:get any reasonable profit that might be got by it; but
when wé came to consider that the man who was to publish the
books might invo]ve us in very considerable liability, and that
there was no meang of guarding ourselves against these dis-
advantages, I should- say the idea has very considerably
flagged. Now that is the very case in which I conceive the
doctrine of limited liability might be applied with advantage.
We should have got, as I believe we did get, an enterprising
iyoung man to undertake the sale of these books; several of
.us were disposed to embark, say- 1,000/ or 2,000/, in this
transaction; and if we could have done it, protecting ourselvese
by saying, “ Now we will give you this 1,000 /., and no more,”
I think a great benefit would have been conferred on the
public, and, for aught I know, considerable profit might have
been made by those who lent their money.

334. Mr. J. 4. Smith.] With reference to the three instances
you have mentioned, one of the enterprizes which were pro-
posed to you was actually carried into cxecution, and the
other two were not?—One has been carried into execufion,
but not, I should say, by exactly the parties in whose hands I
should like to find it. ‘

335. But it has been done ?—It has been done.

336. And, as far as you know, with success ?—I believe with
success, and I believe the persons are quite’ respectable who
are conducting it. ' '

337. In the one case the expectation of protit was sufficient
to form the association ?—Yes.

338. In the other two, it was not —It was not.

339. Are you aware, generally speaking, in England, of any
one instance where there was a fair chance of profit, or a
reasonable rate of profit, to be expected, ‘which has been
abandoned for want of capital ?—1I give those three instances.

340. The one case has been undertaken, because there was
a fair chance of profit ?—Yes; but possibly in a way not so
efficient for carrying out the principle as it would have been
if the law had been altered; that is the distinction which I
draw, that you now deter the men you would like to see asso-
ciated in these concerns from joining them. :

341. Have yousany limit as to the number of partners in
your associations of partnership #—That is not provided for,
but I should certainly say there seems to be a wide dis-
tinction between commandites generally divided into small
shares, and commandites where there are only a few partners,
without exactly limiting the number ; and I should confine my
approbation, or the opition I have given, to a partnership

composed,
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composed, not of a large number, but of the same number J. Stewarty

that perhaps -are now associated in partnerships. I do not
know whether I am right, but I should cqnceive that six or
seven persons are very often in partneiship at this present
moment, - :

342. Do you conceive that the question of limited liability
may be safely applied to banking P—In our investigation we
excluded banking; and I do net intend my observations to
apply to banking, because I did not consider the question with
reference to that, ' .

343. Have you any other exception besides banking ?—No,
I think there is no exception besides banking. I should say
that I find from the body of evidence taken by the merehants
in London that partnerShips en commandite have not been
usually applied to retail businesses.

344. Can you give a reason why you omitted banking?—
No; I cannot give you a better reason than that we were
warned off it.

345. Chairman.] You have stated three undertakings, two
of which were prevented, and the other was not carried on as
effectually as you think it would have bgen, supposing limited
liability had been permitted —I have no doubt about that.

346. Have you any doubt that there are other undertakings
in this country of various kinds; various local enterprizes of a
useful nature which are impeded from want of the funds
which would be given if limited liability were introduced ?—I
have no doubt about that.

347. Mr. Tufnell.] Can you give any instance of it?—I
can give you an instance as to the general difficulty of the law
of partnership. )

348. Can you give any instance of a useful undertaking
being put an end to in consequence of the want of the law of
limited liability >—None others than those I have mentioned.

349. Chairman.] You have probably read over the evidence
which was given upon the Committee of last Session ¢—Yes,
1 have read .over the evidence, and to a certain extent I am
acquainted with those associations which are mentioned in it;
but I cannot speak particularly to them.

350. Are you aware that it was stated in evidence that
there were from 16 to 20 different towns in which the money
was ready, where the parties were ready to go on, where it
was their earnest desire toe establish lodging-houses for the
humbler classes, and where it was ‘expected they would
get a moderate profit, but that they were prevented from
undertaking. them entirely by the law of unlimited liability ?

0.51. ‘D2 —Yes;
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~-Yes, I have read that evidence, and T believe it, fiom my
own knowledge, to be true. s e ‘
-'351, Are you aware that in this city, in the first instance, a
nirmber of noblemen and gentlemen, for ‘that purpose, united
themselves to advance the money, but that they were impeded
by the law of unlimited liahility, until they got-a charter,
which cost them nearly 1,000 L 2—I believe that to have
heen so. ) : ‘
. 352, Mr. J. A. Smith.] Would not a reduction in the
expense meet all those cases ?—I think it would. -

"353. Have you seen Mr, Law’s Bill for a reduction of the
expense of charters ?—I have not seen it. L

354, Mr. J. Ellis.] Have yop any knowledge of these
associations which came béfore the Committee last year ?—1
employed one of them to paint a house. The manager came
to me to sign the particulars of what he was to do, and he
signed it on behalf of his association. I told him, *If you do
not do your duty by me, I am afraid I cannot compel you ;
but it is quite clear that if I choose not to pay you, I may
evade the payment.”

355. Did the man‘go on with your work ?—The man went
on painting my house; he did it satisfactorily, and I paid him
his money. o ~

356. You do not know whether they have been successful at
all or not?—I believe they have been successful ; the par-
ticular association to which I allude has been successful.
They have been employed greatly by lawyers, who generally
know what they are about. )

357. Mr. J. 4. Smith.] You will probably be of opinion
that the question of unlimited liability is of importance to
each person, in exact proportion to the Jargeness of his means
not engaged in that particular enterprize ?—Certainly.

358. Therefore it is comparatively of less importance to a
person of very small means ?—Certainly.

359. And therefore perhaps you will be of opinion that an
easyand readymode of settlement of partnership disputes would
be more important in promoting the association of the humbler
and middle classes than even an altetation of the law of
liability ~1I think it would be exceedingly desirable to have
an easy mode “of settling partnership disputes; and as.the
Court of Chancery i¢ the only mode which is now in existence,
I'am pfraid that is anything but an easy mode ; but I do not
know that we should~postpone. any alteration in the law of

‘unlimited liability until we obtain the other, -

-*860. You think that an easy and-ready mode of “settlément
R , oo of
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of partnership disputes would be more important, in reference
to the associations of people of small capital, than even an
alteration of the law of unlimited liability ?—I think it would,

361. Mr. Sotheron.] Do you contemplate a change of the
law to this extent; that itshould be competent, for carrying on
local purposes, for one or two gentlemen of character to give
their names for & certain sum, and that a very large number
of poorer persons in the neighbourhood, induced by their
opinion of those gentlemen, should come in as sharers in the
concern *—That is not the sort of partnesship that I contem-
plate ; the partnerships I contemplate are those that have
been described as existing abroad, where there are one or two
active and enterprizing men who carry on the business, and the
capital is supplied by celtain othet men, who advance money
to a given amount.

362. Are the Committee to understand you to mean. that
you recommend that the law of limited liability should be
pretty nearly, in other respects, on the same footing of per-
sofal intercourse, and personal confidence, and number, as
partnerships under the present law >—Yes, very much,

363. You do not at all contemplate six or seven persons
unknown to each other contributing small sums, and putting
it into the hands of a gérant to carry on the business, but you
contemplate a partnership with limited liability of six or seven
persons having confidence in each other —I contemplate that
very much; but I should say that in altering the law I do not
contemplate an alteration only to the extent to which you
allude. -Of course in altering the law you cannot know the
indirect consequences, I find a great body of evidence which
shows that where a partner retires thete is a great advantage
in the operationof this law abroad, that the partner is induced
to leave his capital in the firm.

364. You have been understood to say that on looking at
these returns which have been laid before the Committee, you
find personal confidence spoken of as & main ingredient, in
twenty different cases ? —Personal confidence of the public in
the gérant. = ' ' ' .

365. Mr. J. A. Smith.] Do you believe that an alteration
of opinion with regard to the law of partnership hus inade
great progress among the more eminent part of the legal pro-
fession %—That certainly is the conclusion to which I. have
come, - Because almost evegy lawyer with whom I have con-
versed has expressed that opinion to me. ot

366. Do you know anything of the opinions of the judges
on thé: bench, whe are most-celebrated for their knowledge of

0.51. D3 commercial

J. Stewart,
Esq.

20 May
1851



Jﬁ-&M,
- Esq.

20 May
1851,

. Ml'. T .
‘Townsend,

54 MINUTES OF EVIDENCE TAKEN BEFORE THE

cominercial law ?—We are not in the habit, as law reformers,
of placing implicit reliance on the oginions of the judges.

367. Chairman.] You have stated that you think it would
be beneficial as applicable to partnerships, for commercial
porposes, of a moderate number. Do you see any objection
to the application of it to a case of this kind : where 50 trades-
men, or persons of moderate capital, put in 100l. or 200/
apiece, for tlie purpose of carrying on waterworks, in'the
town in which they reside, or in the neighbourhood ?—1I reside
at Harrow. I waseasked that question with reference to that
town ; and one of the difficulties immediately raised was, the
liability which we should incur if we undertook waterworks.

368. Should you think it was beneficial that that liability
should be taken off for the"purpose &f carrying it out *—Cer-
tainly, for public works of that nature.

369. As applicable to waterworks, gasworks, roads, or
bridges, or any other improvements consequent on the increase
of population in our suburban or other districts P—I have no
doubt it would apply with great benefit to all undertaking$§ of
that description.

370. Mr. C. Forfescue.] With respect to associations of
the working classes, do you think that a change in the Jaw
would make it easier for working men, associated as they are,
to obtain the small amount of capital which they wish to
obtain, to carry on enterprizes ?—I have no doubt it would
assist them in obtaining capital ; but I should say that I do not
think myself competent to speak much to those associations,
because I have only seen them in the way I have mentioned.

Jovis, 22° die Maii, 1851, °
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liability, works in France?—Yes; 1 am in the foreign trade,
an importer of French ribbons. I have been connected with
St. Etienne for the last 20 years. :

372, Are you acquainted with St. Etienné& ?—VYes.

373. That is the great ribbon manufdctory in France, I
think ?—TIt is.

374. Are you acquainted with the mode in which the law
of limited liability, en commandite, works in that part of the
country ?—I have seen it very often ; my opinion is, and the
opinion I think of everybody in France, that it works remark-
ably well.

375. I ask you your opinion referable to the district with
which you have been acquainted ?—There I can speak posi-
tively ; I may almost say*tifat neatly -half the present mann-
facturers have commenced business, having been commandités.

376. That is, the commanditaires have a limited liability, to
the amount of their particular shares ?—Yes; limited to the
amount of their share, :

%77. Their capital is furnished by parties en commandite,
whose liability is limited to their particular shares?—To the
amount that they furnish; and that amount is made public at
the Chamber of Commerce.

378. It is registered "—Yes. ,

379. In your knowledge, have firms supplied with their
capital in the way you speak of, that is, by other parties ad-
vancing it en commandite, been successful, and have they
worked well ?—In general. '

380. Are they viewed with considerable trust, and so on?
—Of course, according to the amount to which they are com-
mandités ; without that, they would »most likely receive no
credit at all.

381. Do you think that that mode of supplying capital has
been useful for the parties who have had it supplied to them

for the purpose of carrying on their business?—Very much .

50; it enables young men to commence business who other-
wise would not be able to do so.

382. Has it generally been supplied to parties of integrity
and intelligence, and of whose good qualities they have had
experience ?— Of course ; without that, they would not furnish
them with the funds, because, of course, in case of their:failing,
everything would be lost. e KA

383. Then it has the tepdency, you think, to encourage
enterprise and a forethought and good conduct in the gérans #
—Of .course, because it epables young men to commence
business. . It is certuinly ameans of encouraging young men:

0.51. : D4 of
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of intelligence, and enabling them to start in business ; but, on
the other hand, I think it prevents enterprises that are not of
a safe kind ; for instance, young men in England commence
business, and it is impossible to know the amount of capital
they have; you mdy go to their bankers and they will tell
you & certain amount, but that may be drawn out in the
course of a few months, consequently it is almost impossible
to tell what capital they really have. But in France the sum
that the diffeient parties advance to them is made public in
several ways. I daye say the Committee are aware of the
modes they take to make it public, and, consequently, unless
they are commandités, they do not receive credit.

384. Then you think that its tendency is to give an advan-
tage to parties of caution and of cafe {—Quite so.

385. And that it also gives to the public a publicity of the
amounts, which is useful —A guarantee.

386. Have these companies so carried on been generally
(of course there are exceptions) carried on pretty successfully !
—Generally so; not always. '

387. Then they must have divided tolerably fair profits, I
suppose ?—Yes, no doubt of it.

388, If they have divided tolerably fair profits, that division
has taken place among the parties who have lent the money ?
—Of course; they always have a share.

389. If that has been the case, they must have been reason-
ably fair investments for those parties in lending their money ?
—No doubt; when it is successful it is a superior investment
to any-other kind of investment ; buton the other hand, if the
parties do not succeed (and they have only the guarantee of
their knowledge of business that they shall succeed) they lose
everything, because everything goes to the creditors.

390. Do yqu think, from your knowledge of the way in
which it has acted there, that it has or has not been a mode-
rately good investment for those parties who have lent?—
Certainly.

301. Itis an investment in which persons with moderate
capital can lay out their capital, is it not ?—They do so ; 1t is
generally persons who have been in business themselves;
they, generally having some knowledge of business iuvest their
capital in that way ; never the whole of it, but part of it, |

392. Do you think-they would so invest it if they were liable
to the whole amount of their fogtunes in case of anything
going wrong ?—Of cousse not.

393. Then you think that this mode of limited liability gives
a facility to useful enterprises which otherivise would not take

place ! —
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placei—As to useful enterprise, of course every business that
succeeds s useful, but 1 think it rather puts a check vpon
rash enterprise. o .

394, Mr. Ewart.] To what species of undertakings are
these partnerships to which you have referred generally di-
rected *—Every kind.

395. Are they public?—No; all those that I speak of are
private. ,

396. Mr. Glyn.] Manufacturing chiefly '—Yes; but I also,
have knowledge of several parties in Paris, who are not manufac-
turers, who have lent money en commandite to other parties.
A friend of mine, who himself was commandité, who received
capital from other parties, succeeded, and now lends money
himself en commandite. * ) )

397. Chairman.] How many partners are there usually in
those partnerships which you are best acquainted with ?—Do
you mean the partners who commandité ?

398. The partners who lend their money with a .limited
liability —Generally one or two; in general one.

399. Mr. Ewart.] You do not mean the gérans, but the
commanditaires ?—Y es, generally one ortwo.

400. Chairman.] The number of those who so lend are
generally limited 2—Yes.

401. Have you known the case of any undertakings in that
district of which you are speaking that have been carried on by
limited amounts from a more numerous body 7—No, not any.

402. Take the case of undertakings requiring considerable
amounts of capital, and where there 1s not one large capital,
but a number of small capitals combined, is there anything of
that kind carried on there 7—I think hot. Since the Revolu-
tion of 1848 I have heard of several associations of worke
Yeople, but T do not think they have been ever carried out ;

am not aware of anything of the kind. |

403. I am not speaking now of associated labour, but of
small sums ?—Small amounts of capital: I know that at
St. Etienne there were several attempts of the kind ; the work-
people amongst themselves tried to form societies in that way,
but they never succeeded.

- 404. There has been a considerable distrust of all such
things, I think, since the Revolution, in consequence of Louis
Blanc’s schemes, and other plans of that'kind ?—Yes. '«

403. Are you aware ofe this limited liability of partners
being applied to stores for the sale of goods of any kind, or
inns, or any-enterprisés of that nature, not of manufacturers,
but rotail-:~- No, [*hever heard of anything of the kind.
R 496, Do
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406. Do you know whether on the borders of Switzerland,
or whether in Switzerland, the same principles are applied r—
No; I know Switzerland. I have done considerable business
with the manufacturers of Basle, in Switzerland, but have not
heard of that. .

407. And you do not know of hotels or inns being carried
on in that manner ?~No,

408. Do you know whether or not the same principle has
been applied to enterprises for the improvement of lands,
either farming or inelosing lands 7—No; T have never heard
anything of the kind.

409. You are not aware that in Holland it has been the
case, that inclosures, both from the rivers and from the sea,
embankments and enterprisés of that tature, for the advantage
of the community and of the parties, have been carried on en
commandite ?—No; 1 know that there are companies for
clearing the lakes, one or two, but I have not inquired into it.

410. When you say that the system of commandite tends to
check enterprise, do you mean to check rash enterprise ?—
That is exactly what I meant.

411, You think that it has a tendency to check rash enter-
prise ; do you think, on the other hand, that it has a tendency
to encourage useful and safe enterprise 7—Exactly so ; that 1s
my opinion.

412. On the whole, you consider it a beneficial principle ?
—Certainly; I have never heard it doubted at ail; not in
France. .

413. Do you think that if a man having a given amount of
capital, retiring from business, were obliged to have the whole
of his property liable because he advanced a certain sum to
another party, that sum would not be advaneed P—1 should
think no} ; of course, being liable only to that amount is an
inducement for him to invest it.

414. Do you think that, supposing you could place side by
side two districts, in one of which the law you have spoken of
was allowed to work, and in the other of which no party could
advance his capital in such an enterprise without being liable
to the whole amount of his fortune, the first would be more
likelg to prosper and more likely to do well?—Yes, I should
think so. I say I should think so, because it may be the
case where there is*not such a.law that there may be more
rash enterprise, and in consequenge more business done, but
not with the same profit, and not with the same security.

. 415, Then we come to this, that the law en commandite has
a tendency rather to check rash enterprise, &nd rather to facili-
' : tate
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tate useful ‘and cautious enterprise *—Yes; I have always
considered that it has worked so.

416, Mr, Glyn.] Must not it digend centirely upon the
character of the gérant himself?—Of gourse, but unless he
were a clever young man, it is not to be supposed that a person
would advance money at all.

417. Mr, Ewart.] In what way does it check rash enter-
prise — Because persons receive no credit unless they are
supported by somehody en commandite ; of course, persons will
not lend money unless they think it is likely to succeed,
because there are many instances in which they have not suc-
ceeded, and then the money has been lost.

418. Chairman.] 1 beligve that the factories and manu-
factories which you speak of, that are carried on by this law
of limited liability, furnish some of the most beautiful ribbons
in the world ?—Yes, they do.

419. They are those for which France is particularly famous,
are they not P—Yes.

°420. Do you think that the system has a tendency to bring
out ingenious persons devising fresh plans and patterns, and
so on ¢—1I think that the system is calculated entirely to do
that, because of course, if a manufacturer retires from busi-
ness with a fortune, and he wishes to invest part of it at greater
interest than he would have by investing it in any other way,
he generally chooses the clever young men who have been in
his house, and lend them money.

421. Is not the superiority, or at least the celebrity, which
these French ribbons have acquired owing a good deal to
the introduction of improved patterns and beautiful designs,
and so forth, from time to time 7—Ye}, of course it is.

422. And ysu think that that is encouraged and assisted
by the law of which we speak ?~Of course it is, in a great
measure. .

423. It brings forward ingenious, clever, intelligent persons,
who perhaps may not have capital, but who, by these means,
have capital advanced to them ?—There is not a doubt of it. -

424. Do you think that the same principle of bringing forth
intelligence- and ingenuity in persons applying their minds
towards the improvement of fabrics would be aided in all
other fabrics as well as that of ribbons by such a law ?—It is
80 in France; of course; the same law ‘exists for Lyons and
for Paris; in Paris there are comparatively few manufagtories.

425."Mr. Sotheron.] In the case of the societies which you
mention, I think for the most part they consist of only one or
two partners *—Tliose that k. am aware of, + '~ .

' 426, They
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426. They are, in fact, for the most part cases where a
person, having made his fortune in a particular business, wishes
to retire from business, and leaves a certain sum with the
gérant, thus becoming a commanditaire, and it is carried on
by this person7—No ; those that I have known have not in
general been so; they have certainly been by persons who
have been in some business, but they have not left the money
in their own business,

427. Have you known any cases of any public objects being
carried out en comsnandite ’—No, I am not aware of it; it
may be so.

428. In the cases which you lhave spoken of, where there
has been one commandilaire, it has been in fact this, that one
person, lending a sufficient sum to carry on the business, finds
a clever young man who carries it on as his gérant 9—Ycs,
but he is not allowed to interfere in the business at all ; if he
does, of course he becomes a partner.

429. Mr. Gilyn.] You say that these partnerships are
registered ?>—They are.

430. They are registered in the Chamber of Commerce ?-—

es.

431. What form do they go through to prove the payment
of the capital which is supposed to stand in the name of the
commanditaire ?—The amount for which the party is liable is
fixed on the door at the Chamber of Commerce, I think, and
kept there for three months, and.they are also obliged to
advertise in three papers, I think; but that I expect will be
found in the commercial code of France.

432. There is no precaution taken to prevent the money
being repaid to thc commanditaire before the expiration of the
partnership 7—It cannot be. ‘

433. In what way cannot it be ?7—Not unless they falsify the
books ; the amount appears,in the books, and must be ac-
counted for. '

434. By collusion between the gérant and the commanditaire,
there would be no difficulty in the money being repaid 1—I
should think very great difficulty ; if a person keeps books, I
do not see how by any possibirity he can give him back the
money. ‘

435. What would there be to prevent collusion between
the gérant, the man carrying on the active part of the busi-
ness, and the parties lending theanoney en commandite ; sup-
posing they had an inténtion to commit a fraud, what difficulty
would there be in the repayment of the capital subscribed ?—
If the money is repaid, it must appear in the books.

' 436. Have
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436. Have the public, in any way, access to their books }—
In case of failure, of course; if they do not fail, it is of no
consequence, °

437. Then, in point of fact, there is no security whatever
against the possibility of the capital of the commanditaire
being repaid by the gérant, and so fraud practised on the
public?—On the contrary, it cannot be repaid ; if it is repaid,
it must appear in the books. )

438. Mr. J. Ellis.] What security is that to the public
when the money is gone ?~-The commanditaire can be pro-
ceeded against.

439. Chairman.] On the whole, with the checks that exist
there, does the system work well ?—Certainly ; I have not the
least doubt of it; I never heard it doubted in France at all.

440. Mr. Ewart.] Are there companies in France associated
en commandite for public purposes, such as an association for
drainage and irrigation, and other public purposes?—I am
not aware of them; there is a society to work the mines at
St Etiennc, and they have associated themselves, but I know
that they are liable for the full amount of their fortunc.

441. Chairman.] Canyou tell us anything with respect to the
sociétés anomyme 2—No. — There is another form of partnership,
namely, young men in a house of business who are inferessés,
who receive a share of the profits, but are not partners. In
England they would be considered as partners, and conse-
quently that is very seldom acted upon; but thatis a very
great advantage, I think,

442. Mr. Ewart.] Making their salaries depend upon the
profits of the concern P—They have in_general a fixed salary,
and also a share in the profits; that is'done to a great extent
in France. .

443. Chairman.] Does it work pretty well 7—Yes.

444. They are not partmers, hut they have their attention
to the busivess stimulated by having a certain share of the
profits, if they amount to so much ?—Not if they amount to
so much ; they have a fixed salary, and besides that, a share
of the profits,

445. To what employments is that directed ?—To every
employment in which young men are in ‘general employed;
clerks, bookkeepers. :

446. And shopmen >-—Yes. )

447. Such as we have hese in the houses of our large silk
mercers; would it be applied to sucH as those?—Yes; in
every description of business. .

448. That is to say, they have a fixed salary ; and besides

' that
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thayt_ fixed salary they have a certain proportion of the profits ?
—Yes.

449. Without keing partners P—Without being partners.

450. Do you think that that has the effect of stimulating
their attention, and so on ?—No doubt of it.

" 451. And it works well —It works very well indeed.

452. Is that also applied to the case where women are
assistants ?—No, I think not ; it may be in some small cascs.

453. There are some businesses in which they are almost
the only persons ?—Yes.

454. But you do not know whether it is applied to that at
all ?—I do not.

455. You think that it works usefully ?—Very much so.

456. Do you know whether it is applied to any enterprises
in which not merely shopmen, but workmen, superintendents,
and persons who carry on different departments of the works,
are employed P—Not in gencral. I think it may be of course
applied to them, but not in general, I think ; in general it is
applied to two or three of the principal young men in a large
house of business.

457. Mr. Ewart.] You have never known it applied to
railways ?—No ; I think I have heard something of the kind
on the Paris and Orleans.

458. Mr. Morris.] Can the capital of any one of these
parties be withdrawn from the concern by legal proceedings ?
—No.

459. Is not that capital liable to the payment of his private
debts >—No.

460. The question alludes to the commandite system r—Of
course the whole of a man’s property is liable for his debts.

461. Is he gazetted out, as is the case on*this country ¢—
I really donot know how that would be with regard to the
money which he had in another business ; of course it would
be the property of his creditors.

462. Mr. Sotheron.] When a partnership en commandite is
entered into, the amount of money advanced by the comman-
ditaire is advertised and made public, is it not?—Yes ; it is
advertised in three papers, I think, and on the door of the
Chamber of Commnierce for three months,

463. Does it spegify for what length of time the partnership
is !—Of course. :

46q. If during that time the Business should be prosperous
for a given number of 'years, and the capital should accumulate
in profits so as to give apparently a great increage to the
capital of the business, and the commanditaire were to draw

' out
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out the amount of money that he had invested as his partner-
ship capital, and afterwards the business were to become un-
prosperous, and the whole of the remaining capital to be lost,
would the commanditaire be then liable«for that amount of
capital which he had originally put m *—Of course, if the
term for which it had been advertised to be advanced were
not finished he would be liable. I undesstand your question
to be, supposing a person were to advance 1,000/, for seven
years, and before those seven years were at an end he drew
out more than 1,000/, ¢

465. Suppose he drew out the 1,0001. ?—He could not draw
out the 1,0000. ; he might draw out a 1,000/., but not the
1,000, because the 1,000 /, woulq be the capital that he had
undertaken to leave in the business for seven years, and until
the end of the seven years it could not be drawn; he might
draw interest and profit te that amount, but not the capital.

400. He is always liable for his cgpital >—Yes.

467. Chairman.] He is always liable for his capital during
the time for which he is registered ?—Yes, and at the end of
that time a fresh arrangement is made, and again it is adver-
tised ; therc is generally some alteration.

468. Mr. Glyn.] 1 believe this is the way in which it
stands, that a man subscribes 1,000/ en commandite for a
term, say of 10 years *—Yes.

469. During the first cight years he makes a profit on
1,000/, —2,000/. stand to his credit in the books of the part-
nership>—No ; I cxpect that in general they force them to
take out their interest and their profits every year,

470. He has a right to draw out pis profits >—They pay
them out to him.

471. In the event of the failure of the firm, his capital en
commandite merges in general assets, but he has a credit upon
the firm to the amount of his prefits 7—Yes. Many persons
commandité a firm for a certain amount, and then they lend a
further amount to the firm, which is of course entered, and
then, in case of failure, they come in as creditors for that
amount, but not for that amount en commandite.

472. Mr. Cobden.] But it is distinctly understood, that if
a commanditaire leaves the amount of his‘accumulated profits
in the business, and the house should fajl, he can prove as a
creditor against the estate for the amount of his profits so left
1n the concern ?—Yes ; he *can prove as a creditor for the
amount of his profits, but the total amolint of the sum that he
advances en commandite is lost. .

473. Chairman.} If Iunderstand rightly, he is liable to the
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amount for which he is originally registered for the whole
period —Exactly so; the public have no cause to complain
of that, because only that amount was registered.

'474. Mr. Glyn.]« And the other is money lent ?—And the
other is money lent.

475. Chairman.] The part which is registered, and of which
the public have notice, he is obliged to leave in till theend of the
period ?—That would be entirely lost in the case of failure.

476. M. Sotheron.] Take the case of a man subscribing as a
commanditaire 1,000 /., but only 500 /. of that is actually used ;
the concern fails during the period for which the commandite
exists, he is then liable for the whole 1,000 /. 7—Clearly.

477. Mr. J. Ellis] Has the system of inferessés been
applied to any great extent to factorics *—One or two of the
manufactories of St. Etienne with which I am more particularly
acquainted have certainly one or two of their young men
interessts. '

478. Can you give us any idea of how far it has answered ?
~Yes; it has answered remarkably well ; it makes the young
men very attentive, and very assiduous, of course ; it is their
mterest.

479. Can you tell the Committee as to the amount of profit
which has been derived from factories worked upon that sys-
tem ?7—1I cannot say.

480. As compared with others ?—I should think there arc
very few businesses at all in France where there are not one or
two interessés. ‘

481. Chairman.] Will you mention what the profits may
be of some one, or a few, of those partnerships which arc
conducted en commandite ; 1 am not speaking of particular
years, in which they have been cither bad or<geod, but taking
the average in which they bave been tolerably good ; have
the profits been six, eight, cr ten per cent., or thereabouts :—
I really cannot say,; I know that they generally allow them six
per cent. for their capital, and somctimes only five when the
business is better established.

482. Mr. Glyn.] Do they allow them a fixed interest for
the capital >—They allow a fixed interest for the capital ; and
besides that, the cdmmanditaires have a certain share of the
profits; that is the advantage.

483. The other witnesses have not mentioned the fact of
their having a fixed rate of interedt ?—Always; that is the first
thing that is allowed. * )

484. Chairman.] And that you say is usually six per cent.,
besides some addition for profits beyond ?—Yes; five or six

per



SELECT COMMITTEE ON THE LAW OF PARTNERSHIP, 65

per cent. they might obtain in other ways, without risking
their capital.

485. Mr. T. Egerton.] Is there any allowance made oyt of
that to the gérant for his personal troublg ?—Not out of the
interest, but out of the profits, of course; whatever sum the
gérans are allowed to draw is considered as the expenses
of the business.

486. Is their share according to the sum of njoney which is
put in, or is there an additional sum allowed them for carrying
on the business, for the trouble and expense ?—There is always
a certain salary which they are allowed to draw, which is con-
sidercd an equivalent for their trouble.

485, Mr. J. Ellis.] Surpgsing there is no profit ; supposing
the concern does not yield profit endugh to pay the interest in
the fi1st year, what is done ?—1I think that is settled by agree-
ment ; in general, in the agrecement which is made, there is
some undeistanding and some agreement, that if, after two
years, two stocktakings, there should be no profit, the comman-
dit@ire shall have the right of winding up the business; but I
think that is entirely settled by agreemeut between the parties;
it is made public. )

488. Mr. Morris.] Is the acceptance or drawing of bills
of exchange limited to the gérant ?—Entirely so. If the com-
manditaire were to interfere, he wonld become a partner;
I'believe in general the commanditaire has a right at certain
periods to see the books.

489. Chairman.] Butif he were to interfere he would become
liable ultogether ? —Quite so, for the whole of his fortune.

490. Mr. Glyn.] Is it not the casc that the circulation of
bills, and the credit upon bills, is not ‘nearly so extensive in
France as it is in this country ?—The greater part of the
transactions are carried on in France by hills. .

491. Are bills circulated the same as in Yorkshire and
Lancashire in this country !—Bills circul_gﬁ: in France from
one party to another ; in fact, they were obliged to do so, on
account of the circulating medium being almost entirely silver.

492. By endorsement from one person to another, as here?
—Yes; Marseilles upon Paris, and Paris upon Lyons, and
Lyons upon Bordeaux ; these bills are continuallr about,

493. And the payments between buyers and sellers &'fa made
very much by the endorsement of bills feorh one to thidother?
—Yes, very much so; when hills upon England are pegotiated,
lustead of specie, these bills are given, which are paid away.
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Robert George Cecil Fane, Esq., called in; and Examined.

494. Chairman.] YOU are aCommissioner in Bankruptcy 7

Fane, Esq.  —Yes,
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495. You are well acquainted with the law of partnership
as it exists in this country *—Yes.

496. And the general working of it P—Yes. -

497.- We are all cognizant that cvery partner who puts into
a partnership is personally liable, as it was expressed by Lord
Eldon, to the last acre, and the last shilling he possesses ?>—-
Yes; Lord Eidon went a little further than that, because he
said that not only every person who comes forward as a part-
ner, publicly, is liable to the whole extent of his property,
but that anybody who secretly stipulates for a share of the
profits is so liable. It seems not unreasonable that a person
who openly, comes forward as a partner shoyld be responsible
for the_partnership, but that a person who does not publish
his name should be responsible seems not quite so reasonable
to me. In my early life I set about writing a treatise on the
Jaw of partnership.

498. From those circumstances, perhaps, your attention has
been particularly directed to this subject P—Not lately.

499. You are aware that in various countries, on the Con-
tinent, and in some of the States of America, a different law
of partnership prevails concurrently with our law of partner-
ship, a law which is -commonly called the Law of Comman-
dite, or limited liability of parteers?—Yes,.I know that.

500. You are aware that by that law, under certain rules
and regulations, to prevent fraud between the partners them-
selves, and between the partners and the public, the partners

' are
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are able to advance certain sums which are registered and
are known, and that beyond that their liability does not
extend ?—Yes; I know that; my doubt iy whether any per-
son who does not call himself a partneg should be liable for
the engagements of the partnership, even though he has
stipulated for a share of the profits. The result of my
reflections, when I thoroughly considered this subject, was
that no person who advances money to a partnership, upon
the terms of sharing the profits, should be a bit more liable
to the creditors than if' he advanced money as a creditor, at
five per cent. interest, or any other sum. I never could un-
derstand why a person who secretly advanced money to a
partnership, on the terms of taking a portion of the profits,
should be any more responsible than a creditor to the other
creditors of the firm. ,

501. But you are aware that in the case of commandite it
is not secretly advancing to the partnership, but advancing
certain sums of money registered and known, which are
nfanaged by other parties called the gérans ; and those parties,
the gérans, have an unlimited liability 7—I know all that.
I know that the responsibility of the géfans is unlimited, and
that the responsibility of all other persons who merely contri-
bute money, and do not otherwise interfere, is limited to the
sum which they expressly agree to be responsible for.

502. Do you think that such a law, with such safeguards as
the intelligence and experience of parties might suggest, would
be useful in this country ?—Thinking as I do that no person
should be responsible to creditors who does not give his name,
it follows that I must think also that partnership in com-
mandite would operate advantageously’to the community.

503. Mr.J. A. Smith.] Is the converse of that proposition,
in your opinion, also true, that everybody who does give his
name to the partnership should be liable to the full amount of
his property ?—I think so. He who by giving his name
entitles a person who trusts the partnership to rely upon his
personal respensibility, should be fully responsible after that,
as a matter of courge.

504. Chairman.] Do 'you think that when parties pay up
a certain amount, which when paid up is managed under cer-
tain regulations to prevent fraud, in that case it is just and
politic that they should not be liable to more than a certain
amount ?—They should not» ,

505. Have you, from communications with parties ac-
quainted with the working of the law, either on the Continent
or in America, satisfied yourself that such a law is a useful
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law 2—I have no doubt myself that it would be a useful law ;
but of course there is a great difference of opinion amongst
persons upon the subject, and I can only give my own opinion;
but I should say that everything which is calculated to unite
enterprise and capital, instead of keeping them separate, is a
good thing for the community.

506, Do you not think that such a law would enable parties
of moderate cdpital, combined together, to carry out enter-
prizes which scparately they cannot do?— Certainly.

507. Do you notcthink that it would cnable parties desirous
to run a certain amount of risk, but not desirous to go to the
risk of their whole fortune, to advance moderate sums for the
aid of enterprising men of good character 2—1I havc no doubt
of it.” I am myself convinced that there would not have been
such masses of money sent to South America immediately after
the war was over if persons could have invested their money
in enterprises in England without incurring a risk of (to use
Lord Eldon’s phrasc) losing every shilling and every acre that
they had in the world ; saving persons who had got somethiug
to dispose of, which was the resnlt ¢f their accumulations, and
which they had no immediate means of investing in any cnter-
prise under their own eye, did not know what to do with their
money, for the law of ngland said, that they should not risk
a portion of their fortunc without risking every farthing they
had in the world; and in order to invest their money at what
they considered an advantage, they were not unwilling to throw
it away in South America, because they did not dare risk it in
England, and I really believe that the millions that wcre
sent to foreign states about that time, werc merely sent
because there was such a desire in this country for invest-
ing money in speculations ; and the law of this country did
not permit a man to invest a small portion without risking the
whole. ‘

508. Mr. J. 4. Smith.] Are you talking of mining specu-
lations ?—Yes, and others.

509. Conducted by companies or by individuals 2—1I believe
by companies.

510. Were those companies protected by limited liability ¢
—1I should think tliey would be ; but I was at that moment
thinking more of the immense quantities of money that were
lent to foreign states.

511. Chairman.] Do you thinle that, supposing the law of
limited liability had *been permitted here, in many cases
cautious and careful persons of character and experience in
their several neighbourhoods would have been willing to have

advanced
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advanced money for local enterprises of a useful character,
and would have combined in such enterprises the smaller
capitals of their neighbours, who would llave trusted them ?
—I believe so. '

512. With reference, for instance, to waterworks, gasworks,
bridges, highways, ferries, and, now lately, lodging-houses and
washihouses, and any other public enterprises gonnected with
the accommodation and improvement of our great towns
springing up around us, do you not think that if there had
been facility for obtaining limited liability, there would have
been investments by the middle classes in such undertakings,
very usefolly made?—1I certainly believe so; I think that
limited Nability would hiave produced as bold enterprises in
the cases to which you bave aljuded as limited liability has
produced in the case of railways ; clubs 1 might mention, as
another instance, for in clubs there is limited liability ; every
member contributes a small portion, and be risks nothing
more; the cousequence is, that we live in palaces.

513. Do you think that in local enterprises, local character
would be of great use as a guard 7—No gdoubt.

514. Mr. J. A. Smith.] Would you put any limit to the
application of this change in the law which you think advis-
able 7—1I would not; my belief is that it would tend greatly
to the public prosperity, if the basis of the law itself were
changed, and if the doctrine that the taking a share of the
profits makes a man, of necessity, a partner, were totally and
eutirely abolished.

515. Do you conceive that that applies to Lanking as much
as to anything clsc ?—I do indeed.

516, Chairman.] Without going the whole length that you
speak of, as considcrable apprehension prevails in the minds
of many parties with reference to rapid changes in this
country, should you think it advisable to introduce, at all
events, with proper safcguards, this law of limited liability
concurrently with that of gencral liability, so as to allow parties
to take their choice P—Yes, I should ; 1 only regret that the
existing feeling prevents the law from being put upon what I
think would be a proper basis. Supposing a person, instead
of lending 5,000 to a firm, to be repaid with interest at five
per cent,, agreed to contribute 5,000l to a firm, taking a
share in the profits of the firm, then if the firm did not pay
1ts debts, and the firm becdme bankrupt, there would be an
inquiry what was the capital of each 'partner, and what was
.tl\e property of the firm. This person, whom I have -in my
Imagivation, might have been a creditor or might have been
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a contributor. If he has entered into that partnership in
the character of a Contributor, then he contributes 5,000 /.
towards the payment of the creditors ; the present law alnost
forces him to be a creditor instead of a contributor, and in
consequence, instead of contributing 5,000 J, towards the pay-
ment of the debts of the concern, he takes out 5,000/, as a
creditor of the concern. It would be much better for the com-
munity that he should be a contributor of 5,000 upon the
terms spoken of, namely, of not being made to contribute more
than the 5,000/. In the onc case, in the event supposed, he is
a creditor of the concern, and takes 5,000/, out ; in the other
case, he brings 5,0001 in. .

517. Are you aware that the law of limit2d liability of
partners is applied successfully to many commercial enter-
prises in France, in Holland, and in the United States, and in
other countries of Europe >—I am aware, but only irom read-
ing, that that Jaw of limited liability has been introdyced to a
very great extent. But it has been introduced to a veuy
great extent also in England, for it is the law of all railway
companies, of all canzl companies, and of all insurance com-
panies; and it is difficult to know why the law should not be
general.

518. Mr. J. A. Smith.] Is it the law of all insurance com-
panies?—I may be mistaken in saying that it is the law of
insurance companies; but if it is not the law of insurance
companies, it is practically the law ; for who ever heard of
a member of an insurance company being called upon as an
individual to pay the obligations of the company? Upon
consideration, I suppose I am wrong upon that point, as a
mere question of law; but I am looking at it, not with
reference to .what the law actually is in certain cases, but
what the law ought to be; and we know, practically, that no
person who enters into engdgements with an insurance com-
pany ever dreams of looking to the responsibility of indi-
viduals. '

519. Chairman.].The instances that you have mentioned

. are instances of large capitals applied for large purposes,

railways, and so forth, in which, therefore, the advantage of
this limited liability is given to persons having a large amount
of capital, and it is given for large objects; do not you think
that it would be fair to give the same advantage to persons of
smaller capital, and combining together in smaller cnterprises,

and probably in many instances local enterprises ?—1I do.
520. Enterprises not requiring perhaps millions or hun-
dreds of thousands of pounds, but requiring tcn or twenty
' thousand
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thousand pounds for local purposes’—Certainly; but the R. G. C.
advantages in those cases would undoubtedly not be so great, * Fane, Esq.
becausec when the object to be attained is a small object, it
can, generally speaking, be attained by the capital of a few
individuals ; and in those cases, therefore, the alteration of the
law is not so much required, though I agree with you in
thinking that the law ought to be so.

521. As far as regards the few individuals who might
engage in the enterprise, the advantage of the alteration might
be little, but as regards the many individwals who might par-
ticipate in the benefit (if benefit there be) of the enterprise,
the advantage of the limitation of the liability would be great?
—It would, certainly. I rqgmember, for instance, there being
a steam-washing company, which Wwas intended to supersede
the functions of washerwomen; now I am sure that such an
undertaking could never answer, becausc it is utterly impos-
sible that a company could wash so cheaply as individuals
can. When, therefore, great capitals are applied to such
pdtposes as those, it is a misapplication of capital, and it is
speedily punished by the parties concerned losing all they
lave invested in it. However, that i$ the punishment of
folly, and to which folly should be left; and a desiie to pro-
tect those persons against themsclves should not prevent us
from establishing a beneficial law, which law, when properly
applied, would be productive of enormous advantages.

522. Do not you think that, generally speaking, people
might be left to manage their own affairs, and that they
are usually pradent enough to see whether they are properly
managed or not >—Certainly. I do not think the Govern-
ment is to act as a nurse or a guardian.

523. Mr. J..4. Smith.] Why do you think that limited
liability is a more natural state of things than unlimited lia-
bility ?7—Because I do not think that a creditor who ‘has
chosen to trust a certain number of persons, whose names have
been disclosed, and about whose character and whose property
he has ample means of inquiry, and who, upon the faith of
that, without knowing of the existence of any other persons
who under the present law are liable, chooses to part with
his property, has any just ground for insisting upon the lia-
bility of a person who does not disclose his name; and that
the-mere circumstance thet an undisclosed person stipulates
that he shall have a share i the profits'of the concern, in con-
sideration of his increased risk, ought not to make him re-
sponsible to the whole extent of his fortune, to the creditors
of the concern,

0.51, E 4 | 524. What
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524. What I meant to ask was this: why do you consider

e, 3 o . .
it a more unnatural state of things for a man to be liuble fully

for the consequences of his acts than to have those conse-
quences limited by.an Act of the Legislature ?— The real
question is, whether the existing law which has been estab-
lished by the judges is a reasonable faw. You are imagining
the case of the Legislature interfering to alter the existing
state of things.

525. As you are very couversant with the operation of
partuership mattersin this countty, will you take the trouble
to point out what you conceive to be the evils of the existing
law, and the prominent advantages of a change?—1I see no
evil in any part of the law of partnership, except that by
which it is established, that he who contributes to the funds
of an undertaking, on the terms of sharing in the profits, is
liable, as a partner, to all the engagements of the partnership
to “his last acre and last shilling,” although he does not dis-
close bis name; but in that I consider that there is the greatest
evil, because its tendency is to prevent capital cowming forward
to aid industry, ingenuity, and enterprisc. Capital without
industry is dead, and 'so 1s industry without capital. It is the
union of the two out of which all wealth arises. It seews,
therefore, most impolitic to discourage that union, by sayiug
to each accumulator, you shall not risk any portion ot your
accumulations for the aid of struggling industry or struggling
ingenuity, on the terms of sharing in profits, if profits there be,
without risking every farthing you have in the world. Nor
indeed is it easy to see what right the law has thus to inter-
fere with each man’s discrction. Take a very common case.
A person, a successful lawyer, for instance, who las some
accumulations lying idle, hears of a project which has been
started by seme enterprising person, the rescue of a large
tract of land, in Victoria coynty, from the sca. He approves
the idea, has confidence in its promoters, and is content to
risk a moderate sum, 1,000L, on the success of the. enter-
prise, but no more.  «No,” says the law, * you shall not risk
moderately; if you risk at all, you shall risk your. last acre and
last shilling.” “What right bas the law thus to dictate, thus
to control his discretion?

It is admitted on all hands, that he might have advanced the
same sum at 5, 10, or 20 per cent. interest, and incurred no risk
beyon(! his advance; why shouldvhe not be permitted to ad-
vance it for a share of profits, and incur no further 1isk?
Wha; difference is there between interest and profit, but
that interest is certain and profit uncertain? What is interest

) but
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but a fixed share of profit? Why should asking for interest R.G.C.
involve no liability whatever, and asking for profit involye Zane, Esq.
liability absolutely boundless? ‘ 27 May

In the early part of my professional life, circumstances in- 1851,
duced me to study the law of partnership, and I found this
strange provision in it. I was so.startled and amazed, that
I set about tracing it to its source, and then, I discovered
that it bad, properly speaking, no foundation at all. I traced
it to a case decided in 1793, on the alleged authority of a case
decided in 1775, which last net only did not affirm it, but
actually negatived the liability of the alleged partner.

The case in 1775 was Grace v. Smith, Blackstone’s Rep.
¢98. 'There Grace cudegvaured to make Smith, who had
retired from a partnership some years before, responsible
for a subsequent debt of the partnership, on the ground
that he on retiring had stipulated for a share of the profits.
The counsel, who argued for the plaintiff, to support his
argument, took from his pocket what in the language of
our profession is called pocket-pistol law, that is, a manu-
seript account of an unreported case, which he said had
veen decided a few months or weehs before by Lord Mans-
field, Bloxham ». Pell, in which Lord Mansfield bad decided
in a sunilar case, that the retived partner was liable. "This
argument and case, however, produced no effect, for Chief
Justice de Grey and the three other judges held, that the
defendant was not liable.  Similar attempts to make persons
responsible for debts, as dormant partners, werc repeated ;
in 1780, in loare v. Dawes, Douglas’ Rep. 371 ; and again,
in 1788, in Cooke v. Eyre, 1 H. Blackst. 37, but they failed ;
nor was it till 1793 that the doctrine was established. In
that year the case of Waugh w. Carver, 2 H. Blackst. 235,
was heard. Two houses, who acted as agents for shipowners,
had agreed to assist each other in procuring agencics; and it
was agreed that they shonld divide the profit of a portion of
their agency business. The two houses were entirely distinct,
and had no other connexion with each other than the above,
which was secret. Oune carried on business at Cowes, the
other at Gosport. 'The Cowes house failed, whereupon a
creditor of that house sued the Gosport house for goods
sold and delivered to the Cowes house; and having obtained
a verdict, subject to the opinion of the court, the case was
argued before the full courty and judgment given for, the
plaintiff. In giving judgment, Lord Chfef Justice Eyre ad-
mitted, “that the two houses were not and never meant
to be partuers;” that * they had no idea either ‘was to be
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involved in the consequences of the failure of the other;”
and that "““they did not understand themselves responsible
for any circumstances that might happen to the loss of
either.” * But,” said he, ““that was the agreement between
themselpes.” But the ‘question is, whether they have not by
parts of their agrecment .constitutcd themselves partners in
respect of other persons? That they have so done is clear
upon the face of the agreementy and upon the authority
of Gracc v. Smith, he who takes a moiety of all profits
indefinitely, shall, ‘by operation of law, be made liable to
losses, if losses arise, upon the principle, that by taking a
part of the profits, he takes from the creditors a part of that
fund which is the proper, security to them for the payment
of their debts. That was the foundation of the decision in
Grace 0. Smith ; and [ think it stands upon the fair ground
of reason. 'The result was, that the Gosport house was made
liable.

It must surely be admitted that the decision in that case
was most unreasonable, because the creditor, when parfing
with his goods, bad never looked to the Gosport house for
payment, nor had the Gosport house ever voluntarily under-
taken the liability; so that two contracts were invented by
the law, a contract by the creditor to sell and deliver to the
Gosport house, and a contract by the Gosport house to pay,
neither of which had been dreamed of by the parties con-
cerned. This is not the function of law. The function of
Jaw is not to nvent contracts, but to find out what contracts
men have really made, and enforce their due performance.

The result of this case has been a series of contradictory
decisions, the judges sometimes affirming the false political
economy of Waugh v. Carver, and somctimes setting it aside,
as leading to results perfectly absurd. A late writer, Gow on
Partnership, (edition 1830), after commenting on the decisions,
says, p. 20: *“Nominally there is a discrepancy between the
cases, but in what the substantial difference consists, it is not
casy to detcrmine ;” and he adds, “it would be presumptuous
to canvass or question the propricty of distinctions, which have
obtained the sanction of so many enlightened judges.” The
matter, however, is too important in a public point of view to
excuse slavish submission to authority without inquiry, and I
hope therefore I shall stand excused, if T venture to discuss
the reasoning in Waugh . Carver.  What was it? If was,
that « he who takes & share of the profits of a business, takes
part of the fund on which creditors rely for payment.” Can
any thing be conceived more false ?  Creditors neither can ltlor

' 0
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do rely on profits for payment. Profits do not exist till credi-
tors are paid. Look at any individual transaction. A. sells
goods to B. for 100L. B. re-sells them for'110l Therc is
101. profit. Does the creditor look to this* 10/, for the pay-
ment of his 100/ ¢ No; he looks to the 100/ That sum
would pay him, and is the proper fund to pay him. The 10 L
would not. The 10/ evidently belongs to B, and is the
fund to enable him to pay the outgoings of his trade, and sub-
sist himself and his family. If, therefore, any creditor did look
to the profils of a trade, as his fund for payment, he would be
a most unreasonable person, for he would wish that his cus-
tomer and his customer’ s wife, family and servants should all
starve, profits being the only fund they have to live on.

But, if the principle, that he who takes part of the profits
of a business, ought to be responsible to the creditors of the
business is a right principle, it ought to be carried out fully,
and then it would involve otlier and very serious consequences ;
for,g1pon that principle, every annuitant on a business and every
creditor, who charged exorbitant intcrest for the use of money
lent, ought to be responsible to creditors ; for they certainly do
take part of the fund to which creditors look. They are en-
titled to be paid, cven though no profits are made. And so
again, if the head of a house determined to pay his managing
clerk by a salary equal to one-tenth of the profits, the manag-
ing clerk ought to be responsible to creditors, for he also would
take a share of the fund on which creditors arc supposed to
rely for payment; but here the law is staggered by its own con-
clusions, and hence it has been held by a distinction, which
Lord Eldon has spoken of as “cxtremely thin,” (Ex parte
Hamper, 17 Vescy, 404,) that a servant so paid is not a partner.

The truth is, thdt the decision in Waugh v. Carver was vot
law, but mistaken political economy. The only safe principle
to go on, is this, that those and those vnly are responsible to cre-,
ditors, who either are partners, or have publicly declared
themselves as such, and have thus authorized all who deal
with the partnership to'consider and rely on them as partners.
It may, however, be supposed, that the law in question is
part of the old law of England, or that it cxisted in the law of
Rome. T do not believe that a trace of it is to be found in
cither. All the treatiscs on partnership that I have seen, trace
the law to Grace v, Smith, and trace it no further.

Then is it reasonable to fasten this cxtravagant liability—
“to the last acre and the last shilling’ —on those who are
willing to aid industry and enterprise by advances of capital 2
Isitacrime to aid enterprisc? What would this country have
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been without the assistance of the joint stock principle? Should
we have had cither canals, or docks, or gas, or water supply,
or clubs, ora thousand other necessaries and luxuries of life we
now revel in? It'is to this principle that we owe our Bank
of England and even our Indian cinpire ; and why, I would ask,
should the law be =0 harsh against contributors, and so tender to
creditors?  Contrast the cases of two persons, A. and B., each
possessed of 1000/, and desirous of employing it, but uo-
able to employ it themselves, one of whom, A., determines
to lend his 1000/, on the terms of having the principal
back with interest at, say 20/. per cent. per annum, and the
other, B., determines on advancing his on the terms of risking
his capital and receivingra share of profits from the trade of
the person who accepts the use of it, if profits are made. Sup-
pose they both hand over their 1000 /. to the same person, C.,
and C. carries on the business for five years, and becomes bank-
rupt. In the five years A. gets back 1000/ by interest at
20 per cent. per annum.  The extortion of A. has yea" by
year swallowed up the profits of C.’s trade, and in consequence
B. has never recetved a farthing for profits.  See how the law
treats these two persons on the baukraptey of C. It ailows
A., the extortiouer, who has got back his 1000 (., to prove for
the 1000 £ he lent, and it vot only will not allow B., who lLas
got nothing, even to prove, but it declares, that ““his last acre
and last shilling ” are to be taken from him to restore to A., the
extortioner, his original 1000 /. ; and why *—because he asked
for profits, if made, and not interest. In this even-handed
justice? What is there so wonderfully meritorious in A.’s
asking for interest, that the law should take such extraordinary
care of him? What is there so desperately wicked in B.'s
conduct in asking for profits, if made, that the law should sct
about reducing him to beggary? Each had 1000 L to spare,
and each was willing to risk it on their confidence in C.’s intel-
ligence and honesty, one as a creditor, the other as a contribu-
tor. Each was mistaken in his opinion of C. Wby is one
to be enriched and'the other ruined ? 4 What intercst has the
public in the question, whether A. loses and B. gains, or B.
loses and A. gains?  Why should the public, that is, the law,
for the benefit of A., invent a contract for B., which he never
wished toenter into, and which A. did notrelyon whenhe parted
with his money, So far I haye been cndcavouring to show
that there is no foungation either in law or justice for this ruie.
It remains to consider the objections usually urged against its
abolition. ‘
One common objection is, that if it werc abolished men
. would
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would be deluded, by the hope of enjoying a share of profits,
to engage in delusive speculations, in which they would
lose a great deal of money. To this the answer is, it is not
the business of Govétnment or the law to protect men agaiust
their own folly. Every man of full age is the proper judge

_of his own affairs, and at all events, if he is not, neither is the
Government. Besides, the Government, in protecting foolish
people, must lay down general rules, which, thou'gh intended
only to protect the foolish, impede the wisc.

Another common objection is, that allowing persons to con-
tribute capital in consideration of a share of profits, instead of
advancing the same money on loan, would disturb the ordi-
nary operations of trade.  I'do not believe that there is the
slightest ground for this apprebensidn. It is no doubt possi-
ble that, for a short time after the law was altered, foolish
persons might be found, who would hand their money over to
persons carrying on common trades on a stipulation for a
share of profits. lixperience would soon prove the folly of
this® It would soon show that a fixed return, so much per
cent., would be a far better arrangement than a share of pro-
fits. If the capitalist bargained for a shdre of profits, how
could he prevent himself from being cheated > Let the work-
ing partner debit the books with a little more than he really
paid for goods bought, or for wages or other expenses, and
credit them with a little less for goods sold, and he would
soon reduce profits to such level as he liked, and it would be
a wearisome inquiry for the absent capitalist to ascertain
whether he had been wronged. He would soon find the truth
of the French proverb, ¢ Lés absens ont toujours tort,” and
would be glad to give up the uncertaidty of profits for the
fixedness of interest.

But there is another reason why giving facilities for the in-
troduction of the joint-stock principle would not interfere with
ordinary trades, and it is this, that ordinary trades caunot be
carried on to advantage without the constant superintendence
of the*owner. In ordinary trades there is such competition,
that excessive profit cannot be made, and nothing will cover the
want of economy and the waste inseparable from joint stock
company operations, except excessive profit; profit so excessive
as to leave a large margin for waste ; and hence, where joint-
stock companics attempt to carry on ordinary trades, they
mfallibly fail. A washing company can never supersede washer-
women. Washerwomen will always undersell them.

But it may be asked, what good would the reversal of the
Jaw laid down in Waugh v. Carver do? I answer,

First,
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First, It would prevent those revolting cases of injustice
in which persons have been made liable for debts of which
they kncw nothing, which they never intended to incur,
and for which they had no idea they werc.liable ; such cases
as that of Waugh w». Carver. Secondly, Retiring partners,
having Gazetted themselves out, might occasionally leave
a portion of their capital with the continuing partners, whom
they had long known, and in whose business habits they had
confidence, and share profits without risking their utter ruin ;
and, thirdly, it would occasionally enable trustees and ex-
ecutors to leave infants’ property 1 trades, pursuant to the
wish of the author of the trust, without incurring personal
liability. )

These, however, would be rtre cases. It can seldom happen
that it is better to take a share of profits as a contributor,
than a fixed rate of interest as a creditor. The way in which
the change in the law would be really and cxtensively useful,
would be in enabling and encouraging large numbers of per-
sons to combine small capitals for the purpose of carrying” out
new enterpriscs, without having to pay the enormons expense
of obtaining Acts of Parliament or charters. The present
law, by saying, “ You shan’t risk a little ; you shall risk every-
thing or nothing,” despotically controls each man’s right of
judging for bimself as to his own affairs; and by saying, < If
you want limited responsibility you must get an Act of Parlia-
ment or charter,” substitates public discretion on private
affairs for cach man’s own discretion, and impedes enterprise.
To me every Act of Parliament or charter that gives limited
responsibility, appears to condemn the law that creates un-
limited responsibility.

But the law of joint stock compauies is, I admit, in an un-
satisfactoty state, Therc is a very interesting account of its
progiess given by Lord Eldon in Van Sandau wv.. Moore,
1 Russ. 458. His words are :—

“ Now the history of these companies has been such (and I have
tiavelled a good deal among them), that a lawyer, as this plaintiff is,
ought to have been not a httle alarmed at parting with his money to
a body so formed. It is quite clear, that, in a commercial counir
like this, there may be many undertakings and enterprises to whicl):
individual powers of mind or purse may be quite unequal ; and for
such cases the constitution of the country has provided by giving the
means of creating corporations. [It is within my own memory, that,
when an application was made to Parlinment to incorporate bodies,
it was generally met with this short answer: ¢ Why have you not
gone to the Crown with your request? Why have you not obtained
a charter?”  However that mode of thinking has gone by, and several

' Acts
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Acts of Parliament have been. passed, establishing companies simi-
lar to this onc.

“ There were not many of those Acts passed before inconveniencies
were found to follow. If a man had occasion to bring an action
against one of the bodies so constituted, he’did not know how to
proceed, or a%ainst whom to bring his suit; and if he brought it,
naming the defendants who were known to him, he was treated with
a plea in abatement, which was a check-mate to his action. To meet
this inconvenience, it became necessary to introduce nto those Bills
a clause, that the company should sue and be sucd by their clerk or
secretary. o«

“Tt was soon found that this provision did not set the matter
right. The secretary on behalf of the company sued a man of opu-
lence; and, if he succeeded, he recovered not only judgment, but
payment of the demand. On thg other hand, when the secretary was
sued, the person sning found, that, though he had gotten an indivi-
dual with whom he could go into a court of law or equity i order to
enforce a claim against him as defendaut, yet, after he had gone
thither, he frequently found that it would have been better for him
- not to have stured ; for though the secretary, when he was plaintiff,

got the money for which he sued, he was often unable, when made
defendant, to pay what the plaintiff recovered. .

“ That state of things suggested to a learned lord the necessity of
making all the members liable, as well as the stcretary, for a demand
against the company. Thus there arose a third class of Acts of Par-
liament establishing companies; Acts which made all the members,
as well as the secretary, liable to answer demands recovered against
the company. Still this was not enough : for, as these Acts did not
provide the means of letting the world know who the members were,
the consequence was, that, though all the members were liable,nobody,
who had a claim against them, could tell who the persons were that
were thus Lable.

¢ ﬁnother improvement was therefore made. A proviso was intro-
duced, requiring that, before a company was formed, or within a given
time afterwards, there should be a register or enrolment of the indi-
viduals of whom the company was composed ; and it was thought,
that thus, at last, the work had been done completely, and that all
was safe. Unfortunately, however, it turned out, in consequence of
sales and transfers of shares, that a perfson, who was a member of the
company to-day, was not a member of it to-morrow ; the constituent
members of the body were constantly changing ; end a plaintiff did
not know against whom to proceed, whether agaifist the present or
against former members,

“ A further alteration was then made; the effect of which was,
that those who had been members should continue liable, although
they had trunsferred their interest, and that those who became mem-
hers should also be liable; an enrolment of the names both of the
one and of the other being required. This had a very considerable
operation ; and it was wonderfdl to observe how much, after it was

adopted, the passion for becoming members of these companies
diminished.”

These
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These last words show strongly the bent of Lord Eldon’s
mind. He disliked novelties, and though, in the early part of
his statement, hesadmitted “that, in a commercial country
like this, there might be many undertakings and enterprises to
which individual powers of mind or purse might be unequal,”
he showed no disposition to help the joint stock principle. To
me it appears that it ought to be helped, and the way to do it
would be, as I conceive, to enact,

1st. That no member of a company should be liable to a
creditor, but that «the creditor’s right should be against the
company only.

2d. That if a company did not admit a demand, the de-
mandant should not be called ypon to sue the secretary or
any individual, but the company Only, by the name it had
chosen to assume, and that all process and notices should be
left at the office, or sent by post to the office, and not served
on any individual. - )

3d. That if judgment was obtained against the company,
and the company did not satisfy the judgment, the compfy
should be declared bankrupt, and its aftairs wound up.

The practical effect of this would be, that all the difficulties
to which Lord Eldon alluded, would vanish. The creditor
would not be ¢ checkmated by a plea in abatement,” because
he would sue the company and not any individual ; he would
have no difficalty in serving the usual process, because he
would serve it at a certain fixed place; and when he got judg-
ment, he would not have to look forrectors, or secretary, or
contributories for payment ; they would look for him, and pay
him, for, if they did not, he would make the company Bank-
rupt.

Ou the bankruptey the creditors would assembie, assignees
would be chosen, the property of the company would pass to"
them, and they would recejve and distribute it. Their means
of ascertaining what the property consisted of would be ample.
The books and papers would be seized, and the directors and
officers might be examined, according to the practice in bank-
ruptey. Al who had agreed to contribute would be compelled
to do so, and if there was cnough to pay all claimants they
would be paid, if not, each claimant would bear his proportion
of the loss. Innocent creditors and innocent shareholders
would each have learned a lesson which would teach them 10
be more prudent in future tramsactions. Each would lose
something, and no individual would be ruined by gigantic
liabilities utterly disproportioned to his share of possible
profits. '

The
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The great evil of the present law, besides its tendency to
check enterprise and impede the progress of inventions, useful
to the public, is twofold; first, that by fastening too much
personal liability to creditors on individual promoters of a
public enterprise, it deters men of fortune and sense from
coming forward as promoters, or, as they are called, provi-
sional committee-men, and thus leaves the stage clear for
adventurers and knaves ; and, secondly, that it encourages cre-
ditors to give an unreasonable credit to adventurers, and thus
cnables them to delude foolish people.  °

The present law deters men of fortune and sense from
coming forward, for such men say, *“If I even venture into
the room where the subject js being discussed, I don’t know
but what the law may hereafter tell ‘me that I have made my-
sell individually liable for the rent of the room, and any
amount of supplies that any one of my co-provisional com-
mittee-men has ordered in; the law, ¢ qui facit per alium facit
per se,’ may ensnare mc; my only safety is in staying away ;"
andthus the public is deprived of the protection of men of sense
and honour, who stay away, and falls into the hands of a very
inferior elass, who are only too willing to come.

It also encourages tradesmen to give unnecessary credit to
the adventurers, and thus gives currency to the bubble, if bub-
ble it be, for by saying thatall and each of the provisional com-
mittce-men are liable to creditors, if the adve