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PREFACE.

THis book was undertaken at the request of a meeting of
Cambridge University Extension lecturers, and is designed
to meet a want which they have felt.

It is an attempt to construct on the lines laid down.in
Mill's Political Economy a theory of Value, Wages and
Profits, which shall include the chief results of the work of
the present generation of Economists. The main outlines
of this theory have been tested during many years in
lecturés at Cambridge, and more recently at Bristol.

An inquiry into the subjects of ‘Banking, Foreign Trade
and Taxation is deferred to a companion volume on the
“ Economics of Trade and Finance.”

The authors wish to acknowledge their obligations to
Mr H. Sidgwick, Mr H. S. Foxwell and the Rev. W. Moore
Ede for suggestions and aid in preparing the book for the
press.
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BOOK L.

LAND, LABOUR, AND CAPITAL.

CHAPTER L
" INTRODUCTORY.

§ 1. “ROUSSEAU has said, ‘Much philosophy is wanted for
the correct observation of things which are before our eyes.’.
And such are the events and customs of every day sociat life.
Habit has so familiarized us with them that we fail to observe
them, unless something striking and exceptional forces them
on aur notice.

¢ Let us take, by way of illustration, a man in the humble
walks of life—a village carpenter, for instance—and observe
the various services he renders to society, and receives from it;
we shall not fail to be struck with the enormous dlspropomon
between them.

“ This man employs his day’s labour in planing boards, and
making tables and chests of drawers. What does he receive
from society in exchange for his work?

“ First of all, on getting up in the morning, he dresses him-
self ; but he has himself made none of his clothing. In order
to put at his disposal this clothing, simple as it is, an enormous
amount of labour, and many ingenious inventions, must have
been employed. Americans must have produced cotton, Indians
indigo, Englishmen wool and flax, Brazilians hides; and all
these materials must have been transported to various towns
where they have been worked up, spun, woven, dyed, etc. .

M, I
‘-



2 ' BOOK I CHAP. L §2.

“ He sends his son to.school, and the simple teaching which
is given there, is itself due to the work of many thousand minds.

““If he undertakes a journey, he finds that, in order to save
him time and exertion, other men have removed and levelled
up the soil, filled up valleys, hewed down mountains, united
the banks of rivers, and brought the power of steam into sub-
jection to human wants.

“Tt is impossible not to be struck with the measureless dis-
proportion which exists hetween the enjoyments which this
man derives from society, and what he could obtain by his own
unassisted exertions. The social mechanism then must be
.very ingenious and very powerful, since it leads to this singular
result, that each man, even he whose lot is cast in the humblest
condition, obtains things every day which he could not himself
produce in many ages.

“ The study of that mechanism is the business of Political
Economy.”

In other words, we may say that Political Economy examines

- the Production, the Distribution and the Consumption of wealth.
It seeks for the causes which determine wages, profits, and
rent ; it inquires how far these causes are fixed by unchange-
able natural laws, and how far they can be modified by human
effort. Last, but not least, it traces the connexion that there
is between the character of the workman and the character of
his work., “ As a man thinketh, so is he”; as the work is, so
is the worker ; as the worker is, so is the work.

The nation used to be called “the Body Politic.” So long
as this phrase was in common use, men thought of the interests
of the whole nation when they used the word “Political”; and
then “Political Economy?” served well enough as a name for the
science. But now “political interests” generally mean the in-

. terests of only some part or parts of the nation; so that it

seems best to drop the name “Political Economy,” and to speak
simply of BEconomic Science; or more shortly, Economics.

The present volume is called The Economics of Industry
because it treats of the affairs of producers, both employers and
workmen. The discussion of banking, foreign trade and finance
is deferred to the companion volume.

§ 2. Economics is a science because it collects, arranges,
and reasons about one particular class of facts. A science brings
together a great number of similar facts and finds that they are
special cases of some great Uniformity which exists in nature.
It describes this Uniformity in a simple and definite statement,
or Law.

1 Rastiat’s Harmonies of Political Ecortomy.




INFRODUCTORY. 3

A Law of Science states that a certain result will be pro-
duced whenever a certain set of causes are present™.

[2Science traces the connexion between different Laws, often
shewing that some of them ‘are explained by, or contained in
others. It reasons from these Laws, applying them to new
cases of gradually increasing difficulty, and finds out the conclu-
sions to which they point. It then inquires how -far these
conclusions are consistent with observation, so as to verify its
work. If necessary, it goes back to its original Laws, and
corrects, or modifies or adds to them, so as to make them
represent Nature more truly. Thus gradually science becomes
able to predict future events ‘with increasing confidence and
accuracy®, ’

But this is all that a science can do; it cannot claim to be a
guide in life, or to lay down rules for the practical conduct of
affairs. That is the task of what in old times used to be called
an Art. An Art considers some important practical end, and
directs men in their efforts to obtain it. First it inquires gene-
rally into the various conditions of the case. Then taking one
of them at a time it seeks out the science whose special business
it is to answer questions relating to this particular class of con-
ditions, and demands of this science an answer to a question
which bears directly on the end in view. Having collected such
answers from many sciences, Art puts them together; and says,
Since we are told by the sciences that such and such effects

" will follow from such and such causes, therefore it is best to
pursue such and such a course: this course will, all things ~

being considered, lead us up to, or near to, our desired end, so
as to cause as much good and as little evil as possible.

~Thus the railway engineer is a man who devotes himself
to the Art of making railways: and when it is decided thata
railway is to be made from one town to another, he consults
Geology and other sciences and obtains their answers to certain
definite questions before he decides which route to adopt.

1 Tt is unfortunate that the word Law is used in this sense, and also
in the sense of a command by authority. The law which speaks in the
Indicative mood, and says, 4 is a cause of B, is as different in charac-
ter from a Law which speaks in the Imperative mood, and says ‘“Do this,
Avoid that,” as a bat that flies is from a bat that is used at cricket.

2" Beginners should omit all passages contained in square brackets.

3 Science, when obtaining new Laws, is said to be Inductive ; when
reasoning from them and finding how they are connected with one an-
other, it is said to be Deductive; its third task, that of Verification, has just
been described. There has been a controversy as to whether Economics
is an Inductive or a Deductive Science. It is both : its Inductions con-
tinually suggest new Deductions; its Deductions continually suggest new
Inductions,

I—2
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4 BOOK I. CHAP. L § 3—s.

But the statesman or the financier who decides that these
two towns are to be connected by a railway is a man of Artin a
yet broader sense of the term. For he has to consider not only
what it will cost to make the railway but also what nett profit it
will bring in, and perhaps what will be its indirect political,
social and moral effects. In doing this he has to make many
inquiries of Economics; for this science examines the laws that
determine the growth of trade in particular channels, and the
cost of making and working the railway.

Economics then cannot by itself be a guide in the practical
affairs of life; but it answers a number of difficult questions
which must be asked of it by the statesman, the man of business,
and the philanthropist. Economics is to be classed with the
Moral or Social Sciences; because it deals only incidentally with
inanimate things. Its main purpose is to seek for the moral and
social Laws by which men’s conduct is determined in the every
day work of their lives: the motives which cause them to seek
one trade and occupation rather than another, and which govern
their behaviour to others with whom their trade brings them
into contact. Economics investigates the causes which deter-
mine the work of a man’s daily life, the manner in which he
spends his income, and the influence which his work exerts on
his character.

§ 3. Social sciences have made slower progress than
physical sciences. One reason of this is that men have only
recently begun to apply to social sciences those methods of
classification, and that systematic study of each class of
truths, which have been so successful in the physical sciences.
But now that men have set themselves to study each separate
group of social facts by itself, these sciences too are beginning
to advance steadily.

In any history of the physical sciences we may read how
men failed to make rapid progress so long as they persisted in
the vain attempt to discover some simple explanation of all
the various natural phenomena. The ancients used to be con-
tinually starting new theories for the explanation of the universe,
which succeeding ages had to cast away. As time went on,
men learnt that they must separate the study of inorganic life
from that of organic, the study of chemistry from that of
mechanics, and so on. And when men had thus begun to
concentrate their attention on one particular class of natural
phenomena at a time, to trace by careful and steady work their
Laws, they made solid progress. Of course they seldom
obtained results that were completely true. But the new
results were always nearer the truth than those which they
displaced, so that each generation started from a more advan-
tageous position than its predecessors; and thus by gradual
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steps man has obtained a command over naturé similar to that
which fancy used to attribute to the fairy or the magician.

At the same time it is true that in the Moral Sciences, even
more than the physical, 2 man who confines himself entirely to
one narrow branch of inquiry is not likely to make good progress
in it. The economist should know something of the history of
manners and customs and laws, and of the principles of mental,
moral, legal and ‘political science. He must avoid the error of
regarding “the present experience of mankind as of universal
validity, mistaking temporary or local phases of human character
for human nature itself, having no faith in the wonderful
pliability of the human mind; deeming it impossible in spite of
the strongest evidence that the earth can produce human beings
of a different type from that which is familiar to him in their
own age and even perhaps in his own country. The only
security against this narrowness is a liberal mental cultivation...
A person is not likely to be a good economist who is nothing else.-
Social phenomena acting and reacting on one another, they
cannot rightly be understood apart ; but this by no means proves
that the material and industrial phenomena of society are not
themselves susceptible of useful generalisations, but only that
these generalisations must necessarily be relative to a given
form of civilisation and a given stage of social advancement!.” -

Thus the economist must pause sometimes to consider the
connexion between that element of well-being with which he is
chiefly concerned, and the other elements; for it is only by
this means that he can ascertain the real significance of his own
results, and can learn in what direction it is most important to
extend his inquiries.]

§ 4. This account of Economic science may be summed up
in the following definitions:

Those portions of human conduct which are directed
towards the acquirement of material wealth, and those
conditions of human well-being which directly depend
on material wealth, are called Economic.

The Science of Economics collects, examines, arranges
and reasons about the facts which are connected with
the economic habits and conditions of well-being in
various countries at various times.

§ 5. The subject-matter of Economics is Wealth. But there
is some difficulty in ascertaining the meaning of this word.

Wealth must be distinguished from well- bemg

All things which are useful or pleasurable are élements of
Well-being, whether they are material things, or human faculties
and capacities for enjoyment.

1 Mill, On Comte, pp. 81—83.

.', _‘
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‘But though some of these human qualities. should not be
included under the term wealth ; yet this term ‘should pot be
confined to those things which can be bought and sold in
the market. For in estimating the wealth of a country every

. one would include the market-value of the power of work
possessed by a cart-horse or a slave. And it seems unreason-
able to exclude that of a free man simply -because he cannot
be sold, dnd so has no market-price. .

But we want some term which will fitly describe such things
as are capable of being exchanged and of having their value
definitely measured; and we find such a term in- “Material
Wealth.”

‘Wealth then may be said to consist of Material wealth
and Personal or non-material wealth,

Material Wealth consists of the material sources of
enjoyment which are capable of being appropriated
and therefore of being exchanged.

Thus it includes not only commodities (or things the posses-
sion of which can give enjoyment directly), but also machinery
and other things which are made or appropriated in order to
aid man in producing commodities.

“Personal” or “non-material wealth” consists of those
human energies faculties and habits, physical mental
and moral, which directly contribute to making men
industrially efficient, and which therefore increase their
power of producing material wealth.

Thus manual skill, intelligence, and honesty may be included
in the personal wealth of a country.

All other human faculties and qualities which it is an
advantage to have, and all other sources of enjoyment,
are elements in the well-being of a man, but are not
included under the term wealth.

Thus the power of appreciating and deriving pleasure from
music is an element of well-being, but it is not called wealth ;
because generally speaking it does not make men’s work efficient
in the production of material wealth.

§ 6. The term Productive has been used by Economists
in many senses, and has caused much misunderstanding. It
seems best that Productive when used simply as a technical
term should mean productive of wealth.

Labour is Productive when it produces wealth, whether
Personal or Material.

But whenever there is any room for doubt, mention will be
made of the particular kind of thing which is produced. Thus
it may be said that labour is ‘“productive of wealth,” or to

"anticipate the use of terms which will soon be defined, “produc-
tive of capital,” or “productive of wage-capital,” etc.
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Productive labour cannot generally be divided off by a clearly )

defined line from Unproductive. A minister of religion is often
classed as an Unproductive labourer, but if by exerting moral
influence he makes labourers more sober, honest and efficient,
he is so far productive of Personal wealth., Again, since some
recreation is necessary for the highest efficiency of labour, it is

quite possible that a musician may indirectly increase the-wealth

of 3 nation, and be indirectly Productive.

The word Productive is often applied not only to labour, but
also to consumption. This is indeed somewhat inaccurate, for
it is labour that produces; and consumption can have no further
claim to being productive than that it supports the labour which
is productive.



CHAPTER 1L
AGENTS OF PRODUCTION.

§ 1. MAN when producing wealth acts upon the things which
Nature supplies. The gifts of Nature to man are firstly materials-
such as iron, stone, wood, etc., and secondly, forces such as the
power of the wind, and the heat of the sun, the source whence
all other powers are derived. )

All that man’s hands can do is to move things. A carpenter
‘for instance takes some planks, cuts them up and fits them
together in the form of a box; he does not in the strict sense of
the word make, or create; he only arranges. “If we examine
any case of what is called the action of man or nature we shall

" find” that it consists merely in “putting things into fit places

for being acted upon by their internal forces and by those
residing in other natural objects...man only moves one
thing to or from another. He moves a seed into the ground;
and the natural forces of vegetation produce in succession a
root, a stem, leaves, flowers and fruit. He moves a spark to
fuel and it ignites, and by the force generated in combustion it
cooks the food, melts or softens the iron, converts into beer or
sugar the malt or cane juice, which he has previously moved to
the spot. He has no other means of acting upon matter than
by moving it. Motion or resistance to motion are the only
things which his muscles are constructed forl.”

Since then production does not mean creation but only re-
arrangement, it is a mistake to suppose, as some have done, that
the work of those who carry or sell goods cannot be Productive.
The carpenter who makes a box, takes certain boards from
an arrangement in which they were of little use, and puts them
together in an arrangement in which they are of greater use.

1 Mill, Principles of Political Economy, Book 1. chap, 1, § 2.
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So the carrier or the -trader takes the box from the manu-
factory where it is made, and where it is of little use, and

delivers it to the purchaser. It is true that the carrier and the:

trader make no permanent change in the form of the box; but
that does not prevent them from being Productive, for they as
well as the carpenter contribute to render the material which
is provided by nature more useful to man.

§ 2. As civilisation advances the relative importance of
mental to manual labour thanges. Every year mental labour
becomes more important, and manual labour less important.
With every fresh invention of machinery work is transferred
from the muscles, or vital force, to natural force. Even with the
imperfect machinery we now have, one pound of coal will raise
a hundred pounds twelve thousand feet high; and the daily work
of a man cannot exceed this even if we make him a mere
working machine, and obtain instead of a man’s life so much
pulling and pushing, and hewing and hammering. With an
ordinary tide, the water rushing in and out of a reservoir of
a mile in area, even if three-fourths of its force were wasted
through imperfections of machinery, would do as much work in
a day as the muscles of a hundred thousand men.

§ 3. The agents of production are then Nature’s forces, and

Man’s force; man’s force being generally most efficient

when it is so applied as to control and direct nature’s forces,
rather than to counteract them. And the wealth of a country
depends upon the manner in which nature’s forces and man’s
force work together in the production of wealth,

Let us first regard the wealth of a country in so far as it
depends on the liberality of nature. This consists not only in
her gifts of fertile land and rich mines, but also in a convenient
arrangement of her gifts. Before the invention of railways, a
district could not have a prosperous trade unless it had easy
means of communication by river or by sea. Iron mines are
of comparatively little value if there is no coal near them.
England’s present position in the world is in a great measure
due to the fact that she not only has coal mines and iron mines,
but also her coal and iron mines are near together.

In the course of generations man works on the face of
nature, and improves her gifts, or wastes them. The patient
industry of the Dutch has turned their barren sands into fertile
meadows ; while the wasteful carelessness of the slave-owning
cotton-planters of Southern America has turned some of the
richest districts of the world into a wilderness.

§ 4. Turning next to the efficiency of man’s labour in pro-
duction, we may classify the conditions on which it depends as
(i) his physical strength and energy, (ii) his knowledge and
mental ability, and (iii) his moral character. '
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Firstly, with regard to. man’s physical strength and energy.
While man is altering the face of nature, nature is ever chang-
ing the quality of man. A healthy invigorating climate is one
of the most important of the gifts that nature bestows. Ex-
treme heat enervates man; and in tropical countries makes
him lend a ready ear to the suggestion that he should live in
idleness on the fruits that nature showers down upon him.
In many places even in the temperate zones work is almost
entirely suspended during the extreme heats of summer. And

~ in some parts of America men are not only prone to take a

holiday during “the heated term,” but are also prevented from
doing such work as that of carpenters in the open air during

- the extreme severity of winter. England is fortunate in having

a climate in which men can work with vigour out of doors
almost all the year round; and which, by thus fostering ener-
getic and steady habits of labour,. contributes much to her
greatness.

The physical power and energy of man is of course partly
dependent upon inherited race-qualities. But modern science
shews that the charactey of a race may be greatly modified by
changes in its habits of living, in diet, in cleanliness, in house-
room, etc. Thus the physical vigour of a race depends partly on
its wealth. To him that hath, to him is given.

" It must be remembered that the average efficiency of labour
in a country depends not only on the efficiency of the labourer
in the prime of life, but also on the number of years during
which he is really efficient. It is better even as regards material
wealth that a man should work with moderate energy up to the
age of sixty, than that he should overwork himself so as to be-
come an old man at forty.

§ 5. Next with regard to knowledge and mental ability.

It has already been remarked that the skill and intelligence
which are required for commanding and directing the forces of
nature are growing in importance relatively to the brute strength
by which uncivilised races struggle with nature. Indeed a
thorough general education, together with a special training for
some particular employment, is becoming more necessary to the
working man every year. There is scarcely any work which does
not need some mental effort. Even in agriculture machinery is
being introduced, the management of which requires much skill
and intelligence.

A man does work that does not need skill all the better if
he knows more than is actually required for him. Education
makes him quick to understand whatever directions may be
given to him : if his machinery gets out of order, or the plan of
his work miscarries in any other way, he can set things
to right at once and thus prevent much loss. In this and
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other ways, every increase in the intelligence of the work-
man diminishes the amount of supervision required from the
employer and “his foremen. And as civilisation advances, .
further progress becomes more and more dependent upon
the diffusion of education among the working classes.

This education may be classed as gereral and technical.
As Mill says, “the aim of all intellectual training for the
mass of the people, should be' to cultivate common sense, ‘to
qualify them for forming a sound practical judgment of the
circumstances by which they are surrounded. Whatever in the
intellectual department can be superadded to this is chiefly
ornamental ; while this is the indispensable groundwork, on -
which education must rest. An education directed to diffuse
good sense among the (people, with such knowledge as would
qualify them to judge of the tendencies of their actions, would
be certain, even without any direct inculcation, to raise up a
public opinion by which intemperance and improvidence of every
kind would be held discreditable.”

General education should then aim at causing a man to forim
an intelligent opinion with regard to the ordinary matters of life,
and to be full of resources for meeting new emergencies.

Technical education should aim at enabling him to under-
stand the processes and the machinery of the special work in
which he is engaged. It should help him to understand the
reason of everything that goes on in his trade, and thus enable
him to accommodate himself to new machinery or new n.odes of
production. And it should train him in the use of his fingers.
This, technical education should be begun at school, but a
great deal of the education that is wanted in many trades can
only be got in workshops.

§ 6. Next with regard to moral character. .

Uprightness and mutual confidence are necessary condi-
tions for the growth of wealth., “Wherever there is a great store
of wealth, there must be a people living to a considerable degree
under moral restraint, and possessed of a more ‘or less accurate
code of duty; and a land dotted with bursting stack-yards,
mapped out .into well-tilled fields, and noisy with the hum of
looms and the clang of hammers, is evidence that there is at
hand no small portion of the stuff out of which martyrs and
heroes are formed. Though fine names may not be given to
the qualifications of a busy people, skilled in many crafts and
trades, producing articles cheaply and well; it is patience and
sobriety, faithfulness and honesty that have gained for them
eminencel.”

1 Macdonell, Survey of Political Econal;ty.
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The character of a nation depends clneﬂy on that of the
" mothers of the nation—on their. firmness and gentleness and
sincerity. It is in childhood, and at home, that the workman
must learn to be truthful and trusty, cleanly and careful, ener-
getic and thorough, to reverence others and to respect himself.

Finally, industry cannot attain full freedom and efficiency
unléss, as Mill says, it is protected &y the Government and f7onz

-, the Government.

‘We have now seen how land and labour are two of the
requisites of production, the third requisite is capital.




CHAPTER III

CAPITAL.

§ 1. IN a savage state man thinks only of satisfying his
immediate wants ; in a civilized state he devotes much labour to
preparing the roads, buildings, tools, materials, etc. which may
be of service to him in the future. He abstains from seeking
immediate enjoyment from the whole produce of his labour, and
devotes some part of it to producing things which will assist him
in his future work. These requisites of production are called
Capital.

Capital is the result of labour and abstinence. Itconsists
of all wealth which is destined to be employed Pro-
ductively®.

We say “destined” or devoted, because it is not always
possible to tell whether a thing is capital or not, without know-
ing how the owner intends to use it. Thus oats are capital if
they are to be given to a cart-horse, but not if they are to be
given to a raceharse. Again, many things are used sometimes
for business, therefore as capital ; sometimes for pleasure, and
therefore not as .capital. A French peasant’s cart is used as
capital in the field, but not as capital when it carries him and
his family for a jaunt on a holiday. Again, it is not always
clear to what extent a doctor’s house and his carriage should
be regarded as capital required for his business.

“To familiarise ourselves with the conception, let us consider
what is done with the capital invested in any of the branches of
business which compose the productive industry of a country.
A manufacturer, for example, has one part of his capital in the
form of buildings, fitted and destined for carrying on his branch
of manufacture. Another part he has in the form of machinery.

1 See Chap. i. § 6.
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A third consists, if he be a spinner, of raw cdtton, flax, or wool ;
if a weaver, of flaxen, woollen, silk or cotton, thread ; and the
like, according to the nature of the manufacture. Food and
clothing for his operatives, it is not the custom of the present
age that he should directly provide ; and few capitalists, except

‘the producers of food or clothing, have any portion worth

mentioning of their capital in this shape. Instead of this each
capitalist has money, which he pays to his workpeople, and so
enables them to supply themselves : he has also finished goods
in his warehouses, by the sale of which he obtains more money,
to employ in the same manner, as well as to replenish his stock
of materials, to keep his buildings and machinery in repair,
and to replace them when worn out. His money and finished
goods, however, are not wholly capital, for he does not wholly
devote them to these purposes : he employs a part of the one,
and of the proceeds of the other, in supplying his personal
consumption and that of his family, or in hiring grooms and
valets, or maintaining hunters and hounds, or in educating his
children, or in paying taxes, or in charity. What then is his
capital ? Precisely that part of his possessions, whatever it be,
which is to constitute his fund for carrying on fresh productions.
It is of no consequence that a part or even the whole of it
is in a form in which it cannot directly supply the wants of
labourersl.”

The land itself and natural agents, such as waterfalls, are
not called capital ; because they are not made by man, and they
are not saved by him. We are not dependent on the labour and
abstinence of our forefathers for our supply of land, or of water
power. But all the improvements that are made in land are
capital ; for they are the result of labour and abstinence: the
labour by which they were made was devoted not to producing
the means of immediate enjoyment, but to doing things which
will assist man in his future work of production. Thus canals
are capital; but the Thames, which is a far more important
source of wealth than any canal, is not capital. It may be a
question whether. capital should not be so defined as to include
all those natural agents and resources for the production of
wealth, which are capable of being appropriated. If we used
the word in this sense, the capital of America would be im-
mensely greater than that of England. But economists have
agreed to define capital so as to exclude all things that are not
made by man. And when thus defined the capital of America
is probably less than that of England.

§ 2. Capital is the result of labour and abstinence ; it is
saved. But it is also used.

t

1 Mill, Principles, Bk. 1. Ch. iv. § 1.
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It is true that some wealth is hoarded; and that while -
being hoarded it is not being used ; but hoarding has gone out of
fashion in civilized countries. An Englishman, when he saves
capital, intends either to use it himself, or to lend it out to be used
by others ; and capital when it is used is almost always spent:
but it is so spent as to be reproduced : it is spent Productively.

‘We may find a good instance of that Productive expenditure
which is really sevizg in the career of the great Duke of
Bridgewater. Inhis time English industries were sadly hampered
by the enormous cost of carrying goods from one part of the
country to another. None of the roads leading into Manchester
were passable by carts. Coals, corn, cloth and other things
were carried on horses’ backs in summer. But in winter, when
the roads were bad, Manchester was like a beleaguered town.
The duke conceived the daring project of making canals to
connect the manufactures of Manchester with the coal districts
on the one hand, and with the sea at Liverpool on the other.
He devoted all his wealth and energies to the work. He lived
in the plainest nmanner, had long consultations with Brindley
the engineer in rough log huts; and derived from the excitement
of his enterprise a keener pleasure than he would have obtained
from spending his wealth in luxury. He bequeathed vast
wealth to his descendants, but in the act of saving it he gave
employment to vast numbers of working men. His canals are a
source of the prosperity of his country, and aﬂord permanent -
employment to thousands.

Capital devoted to making things that are to be consumed
unproductively does indeed sustain labourers during the pro-
cess, but it does not produce a fresh supply of capital which
will in its turn support and assist labour. A man who employs
people in making lace or in laying out ornamental grounds,
sustains them while they are at work, and then this means of
support comes to an end. On the other hand a map who invests
capital in a coal mine not only benefits labourers during the
time, but prepares a store of coal which may again be used as _
capital : his expenditure has the after effect of increasing the -
amount of those things which either support or assist labour.

§ 3. And now we may pause to consider Bastiat’s distinction
between those effects of an action whick are seex and those
whick are not seen. When a spendthrift is wasting his sub-
stance it is easy enough for his neighbours to see how he gives
employment to cooks and valets and horse-jockeys. But
when a man saves his money and invests it, say in a new canal
or railway, it is not so easy to see that his wealth employs
navvies and other workmen in the present, and will go on
affording employment to other labourers in other generations.
Though his wealth is spent, it is not spent by himself: so that
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his neighbours do not see that it is spent at all. And though
the future .effect of his spending will be to increase the means
of employing labourers, these effects are not seen: but they may
be foreseen. “In the department of economy, an act, a habit, an
institution, a law, gives birth not only to an effect but to a
series of effects. Of these effects the first only is immediate; it
manifests itself simultaneously with its cause; ¢ 7zs seen. The
others unfold in succession—they are #of seen, it is well for us
if they are foreseen. Between a good and a bad economist this
-constitutes the whole difference: the one takes account only of
the wisible effect: the other.takes account of the effects which
are seen and also of those which it is necessary to foresee. Now
this difference is enormous, for it frequently happens that when
the immediate effect is favourable, the ultimate consequences are
fatal and conversely. Ignorance surrounds mankind in its
cradle; then its actions are determined by their first conse-
“quences, the only ones which in its first stage it can see. It is
. only gradually that it learns to take account of the others. It
has to learn this lesson from two very different masters—expe-
rience and foresight. Experience teaches effectually but bru-
tally. It makes us acquainted with all the effects of an action
by causing us to feel them, and we cannot fail to finish by
knowing that a fire burns when we have burned ourselves. For
this rough teacher I should like if possible to substitute a more
gentle one—I mean Foresight. For this purpose I shall examine
the effects of various economical phenomena by placing in
opposition to each other those which are 'seen and those which
are not seen.” There are, as Bastiat goes on to shew, many
important consequences of men’s action which are not seen, but
which may be foreseen by the aid of economic principles.

One of the most important of these principles has been
expressed by saying “Industry is limited by Capitall.” But
when so stated it is often misunderstood. It means that ==

Labour requires support and aid from capital. The
demand for labour in a district cannot in the long run
be increased by any device that does not lead to an
increase of the supply of capital in it.

LIf the efficiency of labour were to be doubled by a magician’s
wand, while the material capital in the country were unchanged

1 The sentence ‘“Industry is limited by Capital” is the first of Mill’s
four * fundamental propositions about Capital.” His fourth proposition
expresses another side of the same truth; it is ‘* Demand for commodi-
ties” (payment for them being made after they are finished as is usually
done) “‘is not demand for labour” (payment for it being 'made before-
hand, as is usually done). Mill’s second proposition is to a similar
effect ; it is ¢ Capital is the result of saving.” This and his third propo-
sition *‘ Capital is consumed” have already been explained.
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there would be a great immediate rise in the real wages of labour,
that is in' the nécessaries, comforts and luxuries which each
labourer could purchase by his wages. The stores of capital
already in existence would be distributed among the labourers
more rapidly than they would otherwise have been; and the
increased efficiency of work would speedily replenish the di-
minished stores. The fact is that increase in the efficiency of
labour would really lead to an increase in the supply of capital.
The overstrained interpretation of the proposition—Industry is
limited by Capital—has caused many errors'.]

§ 4 Let us néw Jook at some conclusions which follow from
this proposition. Firstly:

The destruction of things is not good for trade.

For instance, it is not good for trade to have dresses made of
material which wears out quickly. For if peopte did not spend
their means on buying new dresses, they would spend them on
giving employment to labour in ‘some other way. The dress-
making trade will be as much benefited by their ordering new
dresses for the poor as by their ordering new dresses for them-
selves to the same amount. But it is true that if there were a
sudden falling off in the demand for dresses, dressmakers would
suffer through being compeiled to seek a new occupation. This
brings us to the question whether it is right to make work for
those who are out of employment.

It may be right, if the suspension of work is temporary, to
relieve those who are in distress by making work for them;
because this method of relief does not injure their self-respect.
If however the distress in a trade is not merely temporary, it
is not true kindness to dissuade people from leaving it. A
great mistake was made by those who tried to Lolster up the
trade of hand-weaving, after it had been proved that the hand-
loom must in the long run give place to the power-loom. Those
who doled out poor relief to supplement the miserable wages of
the hand-weavers would have done better by helpmg them to
earn their living in another way.

But while it is not good for trade to spend money on
dress ostentatiously, or to change the fashions rapidly, it is
true that those who dress well add, if not to the wealth, yet to
the well-being of the nation. A service is done to society by
every one who provides the means of refined pleasure without
unnecessary expenditure. When a man buys a good picture he
devotes wealth to one of its best ends ; and a really artistic dress
educates taste just as a picture does. A time may come when
it will be thought absurd for a woman to display her wealth by

1 These have chiefly appeared in various forms.of what has been
called the ‘¢ Wages fund theory.” See Book 1L chap VI,

M. 2
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carrying about a great quantity of expensive materials and
embroidery; just as a painter who advertised the price he had
paid for the paints on his picture would be thought vulgar.

It may be noticed that some dcquaintance with luxuries
seems to be a necessary condition of progress. Many nations
have been aroused from a state of sluggish apathy by a desire
to obtain foreign luxuries, which has made them exert themselves.
But every increase in the consumption of luxuries, unless it
leads to increased energy in the production of wealth, diminishes
" saving and.so checks the accumulation of wealth,

§ 5. The fundamental truth, that the employment of labour
, cannot in general be increased by any artificial device that does
not increase the supply of capital, shews us that:—

It is not in the long run good for trade to prevent goods
from: coming freely into the country so as to cause
an artificial demand for some kinds of home produc-
tions.

Bastiat tells a story of the candlemakers, who petition the
authorities to pass a.law ordering the shutting up of all windows
and openings, by which the light of the sun can come in. This,
they say, will create such a demand for artificial light that their
- manufactures will' be greatly encouraged: being prosperous
they will be able to purchase the goods made by other trades,
so that the plan will benefit trade generally. Doubtless govern-
ment could thus give employment to many industries: the
effects which were seen would be beneficial. But the candle-
makers did not _foresee that the capital which came into their
industry must be subtracted from some other industry, say,
that of growing corn, in which it was giving good employment
to labour; and that the corn growers would have purchased
from other trades just as much as the candlemakers would. Go-
vernment would not then increase the employment of labour ; but
would only cause itto be employed in producing candles that
were not wanted instead of corn which was wanted. ’

Bastiat wrote this story for the instruction of the French
Government, who often imposed heavy duties on manufactured
commodities in order to give a premium to domestic manufac-
turers, and then plumed themselves on the “multitude of
. tall chimneys” they had called into existence. They did not
see that the capital invested in such industries was not an addi-
tion to that which existed in the country; they did not see that
it had been artificially drawn into these industries ag the ex-
pense of others. We shall find that many of the most important
practical conclusions of Economics are contained in the state-
ment :—

Regulations which prevent men from doing whatever
they are best qualified to do cannot benefit the country
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as a whole, whether they are made by Governments,
by Professions or by Trades-Unions. .

§ 6. Labour requires support and aid from capital. It
is convenient to have separate names for that portion of capital
which supports, and that portion which dids labour. :

Remuneratory Capital or Wage-Capital consists of the
food, clothes, shelter, etc. which support labour.
uxiliary Capital is that which aidslabour. It consists
of tools, machines, factories and other buildings that
are used for trade purposes, railways, canals, roads,
ships, etc.; also raw materials. .

A very rapid conversion of Remuneratory into Auxiliary .
Capital may temporarily injure labourers. .

Suppose for instance that a great amount of labour and
capital is diverted from agriculture to making railways or steam
engines. The corn which would have fed farm labourers while
growing corn, now feeds some of the same labourers who
have left their farms, and gone to work on railways or in .
machine shops. At the eng of the year there will be more
railways or steam engines in existence than would otherwise
have been, but less corn: and in consequence labourers may for
the time have a scahty supply of food. But this injury will be
only temporary.

At the time of the “Railway mania” capital was sunk in
railways on such a gigantic scale that there was not enough left
for carrying on the general business of the country, and the
Railway panic of 1847 caused much suffering. Yet in the
long run railways have conferred great benefits on the working, -
classes of England by increasing that general wealth of the
country on which their wages depend. The amount that is now
subtracted in a year from the capital of the country for building
new railways is slight in comparison to the addition which the
railways make to the Remuneratory capital of the country.

§ 7. This distinction between Remuneratory and Auxiliary
Capital is closely connected with one that must be made
between Circulating and Fixed Capital.

“ Capital which fulfils the whole of its office, in the
production in which it is engaged, by a single use, is
called Circulating Capital.”

¢ Capital which exists in any durable shape and the
return to which is spread over a period of correspond-
ing duration, is called Fixed Capitall.”

These terms have sometimes been used as though they were"
convertible with Remuneratory and Auxiliary capital respec-
tively. But the cottage which a farm labourer has rent free is

* Mill, Book 1. chap. VI.
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Remuneratory Capital, but not Circulating. Again raw materials
ate Circulating capital, but not Remuneratory. -

We shall presently see the importance of the distinction
between Fixed and Circulating Capital. We shall also see the
importance of a third distihction for which these names are
sometimes used, but for which other names seerh to be required.

‘Whenever capital has been designed for use in one trade
there is some difficulty in diverting it to another; if
this difficulty is great the capital is Specialised, if not
great, the capital is Non-specialised’. .

No clearly defined line can be drawn between these two kinds
of capital. Labourers’ food and clothing, many kinds of tools,
and such materials as wood and metals are Non-specialised, for
they can be employed in a number of different ways. Again,
many kinds of offices and commercial buildings and workmen’s
dwellings in towns are Non-specialised. But agricultural im-
provements, including farm labourers’ cottages, cannot often be
used except for their original purposes. So also railroads,
docks, ironworks, and again printing and reaping machines may
be considered as Specialised capital.. But it is often difficult to
decide whether such machinery should be called Specialised, or
Non-specialised : a factory fitted up with a steam engine and
“over-head gear,” can scarcely be called Specialised capital,
because it may be almost equally adapted to many branches of
the textile trades, and of the lighter metal and wood trades.

§ 8. Almost all Personal Wealth is or may be Personal
Capital. As Adam Smith says :—*“The acquisition of all useful
abilities, by the maintenance of the acquirer during his education,
study or apprenticeship, always costs a real expense, which is a
capital fixed and realised, as it were, in his person. Those
talents, as they make a part of his fortune, so do they likewise
of that of the society to which he belongs. The improved
dexterity of a workman may be considered in the same light as
a machine or instrument of trade which facilitates and abridges
labour, and which, though it costs a certain expense, repays that
expense with a profit.””

1 Compare Jevons’ Theory of Political Economy, pp. 232—234.




CHAPTER 1V,

LAW OF DIMINISHING RETURN.

§ 1. WE have seen that the requisites of production may be
classed as land, labour and capital. We have now to seek for
the Law of fertility of land, the Law of the increase of popu-
lation, and the Law of the growth of capital. The latter two
Laws depend on the first, which goes by the name of the Law
of Diminishing Return.

‘We may explain the meaning of this name by an illustration.
‘We shall presently see that the Law does not apply to all new
countries in which, though the land is fertile, the population is
very sparse. But let us suppose that in a certain district there
are twenty agricultural labourers to the square mile, and that in
the seasons in which they grow wheat they raise 2000 quarters,
which is at the rate of 100 quarters per man. If now the popu-
lation increases so that there are thirty agricultural labourers to
the square mile, there will of course be an increase in the produce
raised, but not a proportional increase. Perhaps the produce
may now be 2600 quarters, so that the amount due to the labour
of the additional ten labourers is 600 quarters, which is at the
rate of 60 quarters per man. Now let there be a further
increase in the population, till there are thirty-five agricultural
labourers to the square mile: there will again be an increase in
the total produce raised, but again not a proportional increase.
Perhaps the produce may now be 2850 quarters, so that the
amount due to the labour of the last five labourers is 250
quarters, which is at the rate of 50 quarters per man.

‘That increase in the amount of comn raised which is due to
the labour of each additional labourer may be called the Return
due to his labour; and we may then say, that in this case the
greater the number of men employed on the land, the less is
the Return which would be due to the labour of an addi-

tional man. This result illustrates the meaning of the Law of

Diminishing Return,
§ 2. But so far no account has been taken of the fact that
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the cultivation of land requires the farmer’s capital as well as
the labourer’s toil. It is indeed best to look at the matter from
the point of view of the farmer: for since he generally advances
the wages of the labourer, the produce may be regarded as due
to his capital—to his Anxiliary capital in the form of impleménts,
seed, cattle, etc. and to the Remuneratory capital with which he
pays his labourers’ wages. -

The previous illustration represented the farmer as sending
additional labourers into the farm, and then noticing the
increase of produce due to their labour, or the Return to
their labour. We may now suppose that he increases by
successive doses! the capital he applies to the land, and then
, notices the increase due to each successive dose, or as we may
say ke Retirn due to each Dose. Suppose, for instance, that by
expending in one way or another four doses of £1 each, on
an acre of land he can raise from it 20 bushels of wheat,
which is at the rate of five bushels for each dose of capital.
If he applies a fifth dose of 41 to the acre, whether in the
form of extra manure or extra ploughing or what not, the
produce of course will be increased, but not by as much as
§ bushels. Probably he may now obtain 24 bushels from each
acre, the return due to the fifth dose of capital being 4 bushels.
If he applies a sixth dose of capital, and with the expenditure
of £6 obtains 27 bushels an acre, the return due to the sixth
dose will be 3 bushels, and this perhaps would not remunerate
him for the outlay. If so, he will not apply more than £5 to the
acre.

§ 3. Thus, as the experience of every English farmer tells
us, when land is already well cultivated the application of
additional doses of capital will cause a less than proportionate
increase in the return; or, as we may say, they will obtain a
Diminishing Return.

" We may then state the Law of Diminishing Return
thus :(—
After a certain amount of capital has been applied to
Land every increase in produce is obtained by a more
than proportionate increase of capital ; unless the arts
of agriculture are meanwhile improved?.

The Law contains two ?ualifying conditions, one relating to
the progress of the arts of agriculture, and the other to the
special circumstances of a new country in which but very little
capital is applied to land. We may consider these separately.

1 This term was applied by James Mill to denote equal amounts of
capital applied to land.

 The statement that after a certain number of doses have been ap-
plied to any given piece of land, the return due to each additional dose
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§ 4. Firstly, with regard to progress inthe arts of agriculture.
New methods of cultivation are from time to time discovered,

will be less than those due to the preceding doses, may be illustrated
by figures. _
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Let the line Ox be divided into equal parts, the divisions representing
equal dcses of capital, and let them be called 04, 48, BC, etc., each .
successive dose gives a return which may be represented by a rectangle
at right angles to Ox, and as thick as the corresponding division of Ox.

Then if five such doses, represented by O, have been applied, the
returns are shewn by the figure-OPQE. The Law of Diminishing Re-
turn states that after a certain number of these doses have been applied,
the corresponding rectangles are shorter. .

But the Law of Diminishing Return does not state that this dimi-
nution will in every case commence at once ; the returns to the first few
doses may be small, and the returns to the later doses may be larger,
as they are in fig. 2. All that the Law states is that after a great
number of doses have been applied, the return must diminish, :

r )] _
= 0 z
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‘We may make the divisions in Ox as small as we please; so that the
rectangles become what may be called thick straight lines.

The tops of these straight lines will lie on curves, the shapes of
which are represented in figs. 3 and 4. Fig. 3 represents the increase
of produce of land, the return from which always diminishes : and fig.
4 that of land the return from which first increases and then diminishes.
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. new rotations of crops, new methods of draining land. Science
ives instruction in the feeding and breeding of cattle, and
in the application of . different manures to different kinds of
land. Machinery is being invented which lightens the work
of-agriculture—weeding, mowing and reaping machines ; steam
ploughs; steam threshing and chaff-cutting machines. Mean-
while, the education and energy of the farmer and labourer are
_increasing, The knowledge of new inventions and methods
. is diffused by agricultural shows and farmers’ newspapers.

Again, when a country becomes very thickly peopled it has
great facilities for organising a supply of food from abroad,
and the emigration of its people to other countries. Thus the
progress of civilisation, while it presses on the resources of land,
enlarges those resources.

[§ 5. Secondly, with regard to the special circumstances of a
new country. The Law of Diminishing Return has been disputed
by Mr Carey, who is at the head of a set of Economists calling
themselves the American school. Mr Carey’s arguments against
the Law appear to be founded on a misconception of its real
nature; and the practical conclusions for which he contends
have not much application to a densely peopled country such as
England is. But yet the writings of the American school are
in many ways suggestive, and their opinions have attracted
much attention on the continent of Europe, so that it may be
well to say something about them here.

These economists argue that history shews that the best
lands are not those which are cultivated first, but that the order
. of settlement of new countries is the passage from poorer to
richer soil. The causes of this are various. Mountain districts
have sometimes been selected on account of the means of
defence which they offer against enemies ; but more often the -
steep and self-draining mountain sides were chosen because the
}ow rich lands, until they are drained, are infested by malarious

evers.

In fact, if land is very rich, full of luxuriant undergrowth
or marshy, it is not possible to cultivate it at all with only a
small expenditure of capital and labour. But when the growth
of population and the advance of civilisation give the means of
bringing such land under the plough, the return which it gives
will abundantly repay the pains that have been spent on it
The tasks of draining marshy lands and freeing them from
malaria, and of making roads and railways, .are not easily
performed when the population is thin and scattered. And
American writers have done good service in insisting on the fact
that up to a certain point, the greater the numbers in a country
the greater will be the power of organizing labour and capital,
and the greater therefore will be the return from land. It may
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be -conceded to them that until this point is reached, land may -
be said to yield an Increasing, not a Diminishing Return; and
that perhaps more than half of the richest land in the globe is
yet uncultivated. ’ ’

But this fact is not inconsistent with the Law of Diminishing
Return which merely asserts that the return to capital applied
to land diminishes, provided that there is already a dense and
rdpidly increasing population, and comparatively little improve-
ment in the arts of cultivation.

One cause of this difference of opinion between American
and English Economists is probably that in America there is,
and in England there is not a large amount of rich land waiting
to be cultivated.]

§ 6. We may next consider the Law of increase of mineral
produce. The Law of Diminishing Return is said to apply to
mineral as well as to agricultural produce. This is not strictly
true: at least there is a fundamental difference between the two
cases. The richness of cultivated lands is likely to increase:
so that if the demand for produce were to remain stationary,
it could be satisfied with continually diminishing effort. But
every mine is being impoverished by being worked. And when
the richest mineral strata have all been discovered, the diffi-
culty of satisfying the demand for mineral produce must in-
crease, even if the demand should remain stationary. Im-
provements in the arts of mining may retard the operation of
this Law, but cannot entirely prevent it.

Another difference between agriculture and mining is this.
It is impossible to raise by any amount of labour ten times the
ordinary produce from a well-cultivated garden in one year,
But the produce raised in a year from a mine might be increased
tenfold without increasing more than tenfold the labour em-
ployed on it; provided that there were a sufficient supply of
mining plant and skilled miners. But in fact the difficulties
and dangers of mining deter those who have not been accus-
tomed to them from childhood. A rapid increase in the supply
of coal can only be obtained by paying high wages to new men
for unskilful work., Again, the machinery, shafts and. galleries
that are required for opening up new seams cannot be provided
without some delay. It is owing to these causes that a sudden
increase in the demand for coal forces its price up very high.
These causes would act even if there were an unlimited supply
of good mines-ready to be opened ; they are independent of the
Law of Diminishing Return. The gradual exhaustion- of our
coal mines has very little to do with the sudden rise in the
price of coal in 1873. This rise was caused by a sudden’ in-
crease of demand ; as is shewn by the facts that it attracted a
large amount of capital and labour to the coal mining trade,”
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and the consequent increase in the supply of coal forced down:
prices below their old level. S

But though the Law of Diminishing Return does not apply
to mineral produce in the same way as it does to agricultural, yet
the exhaustion of the mineral strata of the earth’s surface may
ultin:iately exert a most serious influence on the history of the
world.

When steam power becomes expensive, science will doubt-
less teach us to substitute for it the forces of the air and
water. In the wind and waves, in tides and waterfalls, we are
supplied with forces many thousand times as great as can ever
be required by the whole population of the globe. At present
coal is preferred to these sources of power, because coal can
easily be carried wherever it is wanted and any quantity of
steam power can be obtained whenever it is wanteg; but the
forces of Nature cannot. Means will however probably be
discovered of transmitting the power that is supplied by Nature
from place to place, so that it may be applied wherever it is
wanted, and of storing up this force in reservoirs so that it may
be used whenever it is wanted ; and then we shall be able
almost to dispense with the use of steam power.

But there seems to be no prospect of obtaining any impor-
tant cheap substitute for coal as a means of producing warmth,
And it is quite possible that in the colder portions of the earth’s
. surface the growth of population will ultimately be restrained by
the need of warmth, more than by the need of food.

§ 7. While considering the influence of the Law of Diminish-
ing Return on the difficulty of obtaining raw produce, it must
not be forgotten that the arts of manufacture are constantly
progressing ; so that there may be a continual diminution in
the difficulty of obtaining such things as lace, cutlery and
watches, in the cost of which the price of the raw material is .
not an important element. But such commodities are consumed
more by the rich than by the poor. “The wife of a common
labourer may wear fabrics which would once have excited the
admiration of a court. But after all the great bulk of the con-
sumption of the labouring classes must be in coarse forms of
agricultural produce simply prepared.”




CHAPTER V,
GROWTH OF POPULATION. MALTHUS. POOR-LAWS.

§ 1. THE Law of Diminishing Return tells us that when
population has reached a certain density, an additional amount
of labour and capital will not raise a proportionately increased’
supply of food. The O}Jeration of this Law is delayed by the
progress of the arts of agriculture and manufacture, and by
bringing fresh land under cultivation. It is possible that when
the whole world is well cultivated, it may afford support for five
or even ten times as many people as there are acres in the
earth’s surface. But a limit to the growth of population must
be reached at last.

The surface of the globe, including sea and land, is about
600,000,000,000,000 square yards. If we suppose that each -
yard allows standing room for four persons, this calculation
gives room for 2,400,000,000,000,000 persons. Next, looking at
the rate of increase of the population of England and Wales, we
find that it doubled between the years 18or and 1851. At this
rate of increase population would in

100 years - multiply itself by 4
200 ” ) 16
400 ,, ” ” 256
500 ,, » ”» (1024,' Sa)') 1000
1000 ” » 1,000,000
2000 ” ”» 1,000,000,000,000

3000 ,, w  » 1,000,000,000,000,000,000.

At this rate the descendants of a single pair would in 3,000
years form a solid column covering the surface of the globe
more than eight hundred deep. .

These facts shew that sooner or later the growth of popula-
tion must receive a check ; but they do not shew that it need be
checked at present. The question whether there is such a need
is a difficult one, and we shall be occupied during the greater
part of the present chapter in considering it.

§ 2. In savage countries people marry very early, and the
growth of population would be very rapid, if it were not re-
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strained by infanticide and war, by pestilence and by famine.
When men have left the savage state and live under settled
government, - they very often retain the habits of improvidence
of the savage. In fact they almost always do, unless they are
educated, and have some sort of ambition for themselves and
their children. Not only the Chinese and other Asiatic races,
but the agricultural labourers in Ireland and even in some
parts of England marry recklessly without any thought of the
morrow. For indeed their future is a matter neither of hope
nor of fear to them; they have little hope of bettering their
condition, and there is scarcely a lower level to which they
can fall. As a result so many children are born that the
resources of the family will not suffice to nourish and educate
them : and though in Europe at least infanticide is rare, and
children do not often die of actual starvation, yet the rate of
mortality among the children of the very poor is terrible.
Insufficient food and clothing, neglect, dirt, foul air and
infectious diseases hurry off vast numbers of the children -of
the poorer labourers in town and country to an early grave.
Skilled artizans are in a transitional state. We may hope
that before long they will not marry without that sense of re-
sponsibility with regard to the education of their children which
. the middle classes feel now. This change may be described by
saying that their Standard of Comfort is rising. For :—

When any class of the population has obtained such
habits of forethought as to be unwilling to marry with-
out the expectation of being able to enjoy a certain
given amount of the necessaries, comforts, and luxuries
of life, then this amount is called the Standard of
COomfort for that class of the population.

These necessaries, comforts, and luxuries are for a man’s
children as well as for himself ; indeed the chief of them is a
good physical, mental, and moral education for his children.
Economic progress depends much on changes in the Standard
of Comfort of the people, and therefore on the strength of
their family affections.

§ 3. If there be a rise in the incomes of any class of the
people, we may expect an increase in the number of marriages
and births among this class. It is in fact well known that
marriages are more frequent among all classes of the people in a
period of commercial prosperity than in one of depression ; and
the statistics published by the Registrar-General during the
last thirty years prove that there have been as a rule more
marriages in the years in which bread has been cheap, than in
those in which it has been dear.

It may however happen that a rise in the incomes of any
class is accompanied by a rise in their Standard of Comfort ;
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which prevents any increase in the number of births among .
them. But a rise in the Standard of Comfort brings with .
it improved means of caring for and supporting infant life,
so that out of every hundred children that are born, a larger
number grow up to be efficient workers in the next generation if
the Standard o? Comfort is high than if it is low, We see then
that the Law of Population is that :—

A rise in the rate of wages causes either a rise in the
Standard of Comfort of the people, or an increase in
the number of marriages and births. A rise in the
Standard of Comfort is almost sure to increase the
percentage of children who grow up to be efficient
workers. Therefore a rise in wages almost always
increases, and a fall in wages almost always diminishes
the rate of growth of population. -

As a rapid growth of population has almost always followed
on a rise of wages, Economists from the time of Locke have
assumed that the wages of unskilled labour have never been
much more than sufficient to enable them to continue the -
species. But Adam Smith’s sagacity remarked that it is quite
possible for the labouring classes to change their definition of
necessaries. Shoes are necessaries in England, not in Scotland.
Wheaten bread was a necessary in England before the reign of
Henry VIL ; after that the working classes ate a great deal of
rye-bread ; but again at the end of the seventeenth century
wheaten bread became a necessary. At the present time the
definition varies much from one country to another, and even
from one part of the same country to another.

§ 4. Malthus published his famous Essay on Population in
1798. Perhaps no other book has been so much discussed
by persons who have never read it as this Essay has. It may
be worth while therefore to say something here about it and the
circumstances under which it was written.

At the end of the last and during the early years of the
present century, the English poor-law acted in such a way as
to foster the growth of population upward indeed in point of
quantity, but downward in point of quality. It put a premium
on early and reckless marriages, at the same time that it dis-
couraged not only every kind of thrift and forethought, but also
all strength and manliness of character. “ Under it the English
peasant had a legal right to support in the shape of a poor-rate,
doled out to him when his wages were judged insufficient.
Children called for no self-denial on his part, the rate was doled
out to him in proportion to their number. A labourer could
not by deferring marriage earn a little portion to start with, or
at least such a course would have required extreme self-denial ;
for while unmarried and childless, the payment of his service
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~ was depressed to the sum just sufficient for his absolute neces-
sity. Like a slave or like a horse, he had his food nearly the
same at every time, and work as he might, was unable to reserve
a store for his needs” '

The consequences of these mistaken arrangements were
shewing themselves in wide-spread misery; and Malthus, a
kind-hearted clergyman, set himself to work to inquire whether
after all it was right thus to' promote the increase in the
quantity of the population without caring for the quality. The
conclusion at which he arrived is this:—The natural propensities
of man will cause population to increase as fast or faster than
the means of supporting them ; therefore the efforts of the

. legislator and of the moralist should be directed towards im-

-proving the character of the people; and towards discouraging
rather than encouraging a rapid increase of numbers.
Accordingly he urged “moral self-restraint” as a “Preventive
Check” to the excessive growth of population. But what he has
said on this subject has been much misunderstood. It has
. been thought that he -.ished to impose great hardships on the
poor. But in fact “he again and again explained to inquirers
that he wished to put no more restraint on the marriage of the
poor than-such as every prudent parent in the middle classes
would wish to place on that of his children. He advises delay
in marriage, and he argues that, without strong and lasting
attachments, the married state is generally more productive of
misery than of happiness, and that for the formation of such
attachments, time must be given to find out kindred disposi-

. tionsl”

Now it seems easy to object to Malthus, that the world has
gone along very well for thousands of years without men’s
troubling themselves about his Preventive Checks to population ;
and that therefore the world may be expected to go on well for
many more thousand years, even if men pay no attention to
Malthus. This objection he anticipated and met by one of the
most crushing answers that patient and hard-working science has
ever given to the reckless assertions of its adversaries. He
examined one after another the various countries of the world
in ancient, medizval and modern times. He found that in
some places Preventive Checks had been actually in operation
for many centuries; that in some parts of Switzerland, for
instance, large numbers of the population remain unmarried.
He found that in many other countries the hand of man had
habitually restrained population t‘?' infanticide and war; and
that in every country which had been inhabited for many
centuries, and in which man had not controlled population by

1 F. W. Newman, Malthusianism true and false.
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these means, the stern hand of nature had kept it down by what
he called Positive Checks, that is, by want and famine, by.
infant mortality, and by terrible disease and pestilence. So
that it is not a fact that the world has gone on very well
hitherto: and Malthus argued that the faculties of thought and
forethought were bestowed upon men to enable them to make
the world go on better. ’

[He used the expression that population tends to increase
indefinitely in a geometrical progression, and that under favour-
able circumstances it was found to double in 25 years, while
food only increased in arithmetical proportion, and that there-
fore population must increase faster than food. The expression
“arithmetical” is slovenly and no one defends it now, but he
intended to express what is stated. in the Law of Diminishing

‘Return; viz. that if labour continued to increase at a great rate
for a long time, the produce which it could obtain from land
would not go on increasing at the same rate.]

§ 5. Malthus’ statements with regard to the misery that has
existed in past ages have been confirmed by more recent
historians: but the practical conclusions that he deduced from
them are more liable to be disputed. For he could not foresee
the inventions and discoveries which were just about to be made.
when he wrote. He could not foresee how the growth of steam
traffic would enable England, on the one hand to import food
from countries where there was a scanty population; and on
the other to send out her surplus population to cultivate new
soils, and to spread the energy and genius of the English people
over the earth.

There can be no doubt that this extension of the English
race has been a benefit to the world. A check to the growth
of population would do great harm if it affected only the more
intelligent races, and particularly the more intelligent classes
of these races. There does indeed appear some danger of this
evil. For instance, if the lower classes of Englishmen multiply
more rapidly than those which are morally and physically
superior, not only will the population of England deteriorate,
but also that part of the population of America and Australia
which descends from Englishmen will be less intelligent than
it otherwise would be. Again, if Englishmen multiply less
rapidly than the Chinese, this spiritless race will overrun por-
tions of the earth that otherwise would have been peopled by
English vigour.,

It must be remembered that the growth of population depends
not on the number of those who are born, but on the number of
those who grow up to maturity : that infant mortality is the
natural consequence of improvident marriages; and that the
character of the population of a country will be lowered if .
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people marry early on insufficient means, and have families
so large that, though they can just rear them, they cannot
properly care for their physical, moral and mental education.

The best practical answer to the question which we have
. set ourselves to discuss in this chapter seems to be :—

Just as a man who has borrowed money is bound to pay
it back with interest, so a man is bound to give his"
children an education better and more thorough than
he has himself received.

When people are in a position to do this they confer a
benefit on the State by marrying. This practical principle
measures equitably the same measure of public duty to rich and
to poor. Its general adoption would cause the spectre of
Malthusianism, which casts a gloom over economic speculation,
to disappear, or at any rate to be no longer dreaded ; and
would rid us of the competition for food which seems to dog
the heels of progress. )

§ 6. It will be convenient here to pause in our discussion
of the Laws of increase of the three requisites of production and
to make a short digression on the question which Malthus
raised as to the proper administration of the Poor-law.

At present the management of the rates that are levied for
the relief of the poor is entrusted to Guardians of the Poor.
These Guardians, with the aid of paid officials, decide what aid
from the rates is to be given in each case. This relief is either
Indoor, that is within the doors of the Parish workhouse, or
Outdoor. As Bastiat would say, the evils of Indoor relief are
“seen”; those of Outdoor relief are often “not seen.”

Indoor relief is unpopular ; it resembles imprisonment, and
seems too hard a fate for those whose poverty is not the result of
positive vice,. When a man goes into the workhouse, his home
-is generally broken up, so that he cannot easily leave it and
start in life afresh. .

It seems therefore at first sight much better to give Outdoor
relief to those who are not hopelessly infirm. Outdoor relief
may be eked out by any little earnings of the man or his
family, and perhaps by some assistance from relations or other
friends. He rubs along in his old abode and with his own
furniture: the cost of relieving him in his home is thus,
even while it lasts, less than the cost of Indoor relief ; and,
as soon as he is again able to earn considerable wages, the
Outdoor relief can be stopped. Thus in its immediate result
Outdoor relief is less burdensome to the rate-payer, as well as
more agreeable to those who receive it, than Indoor relief is.

But Outdoor relief leads to great evils. If given in aid of
wages, it is likely, as experience has shewn, to cause wages to be
so low that labourers cannot live without support from the
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rates. And since 1834 it has been generally agreed that Out-
door relief should not be given to labourers who are in full
health unless to enable them to tide over some passing emergency.
But even with this restriction, Outdoor relief is often the booty
of -the idle, the dissipated, the crafty and the hypocritical ; for |
the Guardians, and Relieving officers employed by them, have
not the time required for investigating properly the merits of
each case ; .and they have not as yet entered into systematic
alliance with private distributors of charity. Thus while' the
honest poor suffer great hardships, those who are dishonest often
receive Outdoor relief at the same time that their wants are
abundantly provided for by private charity. And on the whole,
it has been found that wherever Outdoor relief has been given
freely, a large part of the population has become idle, thrifiless,
and base, in short “ pauperised.”

Yet Poor-law Guardians are under a great temptation to
give Outdoor relief, because its evil results are distant, while the
expense and the hardships of Indoor relief are present. It has
therefore been thought right to offer an inducement to Guardians
to apply “the Workhouse test” ; that is, to offer only Indoor
relief in ordinary cases, so that the inability of the applicants to
provide for themselves might be tested by their willingness to
submit to the restraints of the Workhouse. An Act was passed
on Mr Goschen’s motion in 1870, by which the expense of the
‘Workhouses throughout the whole of London was borne by a
Metropolitan rate. Each body of Guardians now knows that the
whole of the Outdoor relief, but only a small portion of the
Indoor relief which they grant, must come from the pockets of
the rate-payers by whom they are elected.  This Act, while it
made the rich districts of London to contribute their due
share to the support of the poor, diminished the pauperism
of London, which till then had continually increased. It is
to be hoped that the principle of this Act will be applied
throughout England; and that the expense of workhouses
will be thrown upon counties, or other large areas, while
each district bears the expense of its own Outdoor relief.

‘Whether this is done or not, it should be a rule that when a
man applies for Outdoor relief, the burden of proving that he
deserves it lies with him. It should be assumed that he does
not deserve it unless he can shew either, that though he
did not marry recklessly, it had never been possible for him
to save; or that he had made some effort to provide against
the day of misfortune by subscribing to a provident society or
by saving in some other wayl.

There are indeed some who think that every change in ‘the
poor-law should aim at the ultimate abolition of Outdoor relief.

1 See Mr George Bartlett on Z%rif? as a test of vutdoor relicf.
M. 3
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But the deserving poor feel, and ought to feel, great anguish
when they are forced into the workhouse. When a manhas not
undertaken the responsibilities of marriage without 4 fair chance
.of being able to provide for his children, when he has led a
hard-working unselfish life and has saved to the-utmost of his
power, but has been weighed down by. accumulated misfortunes ;
every hardship, that is imposed on him needlessly, is an
unjustifiable cruelty. It is true that the abuses of OQutdoor relief
are at present so great that it should be abolished if they could
not be diminished. But it has not been proved that it is
impossible to separate the deserving from the undeserving poor.
§ 7. Itis indeed scarcely too much to say that the means
by which alone the task could be accomplished have not yet
" been fairly tried. It seems clear that paid officials have not the
" time required for detecting the falsehoods of the unworthy.
Still less have they time, even if they had the other qualities
required for getting to the bottom of the sad tale which is
unwillingly and shrinkingly told by those who have nobly strug-
gled against misfortune. “If the poor are to be raised to a
permanently better condition, they must be dealt with- as
individuals and by individuals ; for this hundreds of workers
are necessary ; and this multitude of helpers is to be found
amongst volunteers—whose aid, as we arrange things at present,
is to a great extent lost. The problem to be solved, therefore, is
how to collect our volunteers into a harmonious whole—the
action of each being free, yet systematized ; and how thus
to administer relief through the united agency of corporate
bodies and private individuals ; how, in fact, to secure all the
personal intercourse and friendliness, all the real sympathy,
all the graciousness of individual effort, without losing the
advantage of baving relief voted by a cendtral committee, and

according to delinite principles®.”

There are in England a large and increasing number of
ople who are ready to take part in the work ; who have the
eisure, the means, the education and the will required for it ;
“on all sides we hear of people willing to give their time, if only
they could be sure of doing good. They are dissatisfied, they
say, with district visiting, which creates so much discontent and
poverty, and does so little lasting good ; they want to know of
some way in which their effort may fit in with more organized
work....With our volunteers, home claims must and should come
first; and it is precisely those whose home claims ate deepest,
and whose family life is the noblest, who have the most precious
influence in the homes of the poor. But if the work is to be valu-
able, we must find some way to bind together broken scraps of
time, and thus give it continuity in spite of changes and breaks.”

1 Homes of the London Poor, by Miss Octavia Hill, p. 113.
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It seems then that the case of every applicant for relief should
be decided on by a committee, who may be the Poor-law
Guardians, or a .Volunteer Committee acting in harmony with
them ; and who should receive three reports.. The first should
be from a paid officer, who should make it his study to learn
all the guiles of the dishonest, and who, before reporting on
the case, should have asked as a matter of business and
without reserve all questions necessary for his purpose. The
second should be a result of the organization of the various
charitable societies in the neighbourhood, and should enable
the Committee to know for certain what aid the applicant is
already receiving. The third should come from a volunteer
visitor who has gone into the applicant’s history, and has
drawn forth by sympathy whatever good there was in him., '

The Committee might find that the case should be referred
to some private charitable society ; or that relief could be
givenin some better form than a money grant. In many places °
there are so many charities that, if they were properly orga-
nized, Outdoor relief would be rendered almost i? not quite
unnecessary. But if the Committee decided that the case of
the applicant was not met by any existing charity ; that he had
been prudent, self-denying and industrious ; and that he ought
to receive Outdoor relief; then such relief might be given
without fear that it would tend to pauperise the people. Very
little Outdoor relief would be given under such a system ; but
deserving people would not be forced into a workhouse, as they
often are now, in consequence of their case being misunderstood™.
Miss Octavia Hill has done much to shew the need and the
feasibility of some such plan as this for diminishing the evils of
pauperism, and has also thrown much light on the problem of
preventing pauperism by improving the homes of the poor. She
suggests the following rules for those who would share in this work:

“1It is best to enforce fulfilment of all such duties as pay-
ment of rent, etc.

“Tt is far better to give work than either money or goods.

“It is most helpful of all to strengthen by sympathy and
counsel the energetic effort which shall bear fruit in time to come.

“It is essential to remember that each man has his own view
of his life, and must be free to fulfil it ; that in many ways he is
a far better judge of it than we, as he has lived through and felt
what we have only seen. Our work is rather to biing him to -
the point of considering, and to the spirit of judging rightly,
than to consider or judge for him.

“The poor of London (as of all large towns) need the develop-
ment of every power which can open to them noble sources of joy.”

1 Portions of such a system are in work at Boston, and at
Elberfeld. .

©3—2



CHAPTER VI

GROWTH OF CAPITAL.

§ 1. WE have discussed the Laws of increase of two
elements of production, viz. the Law of increase of production
from land, and the Law of the increase of labour. The next
step is to examine the Law of increase of the third element of
production, that which supports and aids labour, viz. capital:

The growth of capital depends upon the power and the w:l/
to save.

The power of saving depends on the amount of wealth out
of which saving can be made. Some countries, which have a
large population and produce a great amount of wealth, have
very little power of saving. The whole continent of Asia, for
instance, has less power of saving than England has. The
total produce indeed of its industry is larger than that of
England; but the number of people among whom this is
divided is so great that they are compelled to consume almost
the whole of it in supporting life.

As Mill says, “the fund from which saving can be made is
the surplus of the produce of labour after supplying the neces-
saries of life to all concerned in the production (including those
employed in replacing the materials and keeping the .Fixed
Capital in repair) ; more than this surplus cannot be saved under
any circumstances; as much as this, thongh it never is saved,
always ‘might be. This surplus is the fund from which the
enjoyments as distinguished from the necessaries of the pro-
ducers are provided ; it is the fund from which all are subsisted
- who are not themselves engaged in production ; and from which
all additions are made to capital. It is the real Net Produce
of the country.”

Since the requisites of production are land, labour,and capital.
the conditions on which the total produce of industry depends
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may therefore be clagsed as, firstly, fertility of the soil, richness
of mioes, abundance of watercourses, and an invigorating |,
climate : secondly, the number and the average efficiency of the
working population ; this efficiency depending on moral as well
as mental and physical qualities : thirdly, the abundance of the
means which the industry of the past has accumulated and saved ~
to help the industry of the present; that is, the abundance of
roads and railroads, of canals and docks, of factories and ware-
houses, of engines and machines, of raw material, of food and
of clothing; in short, the already accumulated capital of the
nation. )

‘The total produce of industry would be just as much increased
by an addition to the quantity as by a proportionate improvement
in the quality of labour. But it is otherwise with the net produce
of industry ; for in order to find it, we must deduct the necessaries
of the labourers from the total produce ; so that it would not be
nearly ds much increased by an addition to the quantity as bya
proportionate improvemeént in the quality of labour. Therefore
the power that a country has of accumulating capital is chiefly
dependent on the efficiency of its labour. This efficiency, in so
far as it depends upon the qualities of the individual worker,
has already been discussed. But the efficiency of industry
depends also on its organization; and the next chapters will
shew how organization makes the most of the resources of a -
country by bringing labour and capital into those employments
in which they will be most serviceable.

§ 2. Next as to the will to save.

The strength of the desire of accumulation depends on
moral and social conditions which vary widely in different times
and countries.

(@) The Intellect. The inclination to save arises from the
‘hope of obtaining some future advantage, and this future ad-
vantage, if it is to afford motive for action, must be realised.
Children and nations in an early state of civilisation are almost
incapable of realising a distant advantage ; the future is eclipsed
by the present. For instance, some of the remnants of the
Indian tribes in North America, though in possession of most
fertile land, suffer great want merely from their apathy as re-
gards the future. They are industrious when the reward to
their toil is immediate; but they will not set anything aside
for the future. They will not even do such work as fencing
their fields, which offers great and speedy, though not quite im-
mediate advantages. But when the child or the race grows
‘up to maturity, it leams to exert itself for the sake of the future,
4s well as for the sake of the present.’ .

Again the poor even in highly civilised countries are care-
-less as to the future. They-are too intent on satisfying their
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immediate needs to have time or inclination for forethought. And
even those who are earning high wages seldom think of putting
by, unless they are-to some extent educated. -

(#) The Sympathies. We saw in the last chapter one of
the ways in which economic progress depends on family affection.
And here it must be noticed that affection for others is one of the
chief motives, if not the chief motive, of the accumulation ef
capital. There is probably more wealth saved for the sake of
others than for the future enjoyment of those who save it. If
people were swayed entirely by self-interest, they would invest
in annuities for their own lives instead of leaving a provision for
their families, Lavish expenditure generally indicates a selfish
disposition that cares above all things for its own enjoyments.
Those who are anxious for the well-being of others are more likely ~
to save, than to spend all their incomes. Again the prevalence
of intemperate habits in a country diminishes both the number
of days in the week and the number of years in his life during
which the bread-winner is earning full wages. Temperance
increases a man’s power, and generally increases his will to
save for the benefit of his children, and also to bring them
up well, and invest Personal capital in them,

(¢) The hope of rising in the world. If people feel that
they are bound down for ever by a sort of caste regulation to
one station in life, they will not save in order to better their
position ; they will naturally have little motive to be frugal. “It
is fixity rather than inequality of fortune which is to be dreaded,
for wherever there is motion there is life.”

(d) Whether the strength of the unselfish affections be great
or small, the inducements to save will be powerful if great social
advantages are to be obtained by the possession of wealth,
The middle classes are much under the influence of this con-
sideration and partly for this reason they save more than other
classes. On the other hand, the love of display hinders saving.
Accumulation of wealth is generally rapid in countries which are
advancing from poverty to riches, because habits of thrift, which
are formed when people are poor, remain when they become rich.
The parsimony which our fathers learnt during the pressure
caused by the great war, is doubtless one of the chief causes of
the enormous growth of capital during the present generation,

(e) Political and commercial security.

A man who saves, hopes that he and his family may enjoy
in security the fruits of his saving. This requires, firstly, that
Government should protect his property from fraud and vio-
lence ; secondly, that if he or those whom he leaves behind him
are unwilling or unable to emfloy the capital in business them-
selves, they must be able to lend it out to others and to live in
quiet on the interest of it. One cause of the rapid accumulation
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of capital in modern times is the fact that as soon as a man has
saved a few pounds, he can buy a share in a railway or other
public company which will yield-him a small but safe income,
without his troubling himself further about it. Saving banks,
friendly and building societies collect and store up the savings '
of those who can only put by very small sums at a time. Com-
mercial security and habits of confidence are a product of
civilization, and grow with it. Political Security must be paid
for ; but the taxes which some Governments levy in money and
in compulsory military service are a dear price for this security
and materially diminish the countries’ power of accumulating
capital. Capital, as well as industry, requires to be protected 4y
the Government and f7om the Government. .

§ 3. The expense of fitting men for skilled work is defrayed
by their parents; and it is chiefly drawn from wages; that is,
from the income that is earned by labour whether manual or
mental. This expense is an outlay of capital just as much as
that which is involved in feeding and breaking in a young cart
horse. We may say then, that wages are a chief source of the
accumulation of Personal capital. The wages of manual labour
have not hitherto contributed very much to the accumulation of
Material capital; though there are some signs of 2 movement
in that direction. A far more important source of accumulation
is the wages of the professional classes.

In England at the present time the chief source is profit on
capital. Some Economists have spoken as though all others
might be neglected in comparison with it; but really it is only
in a few countries and only for a short time that the accumula-
tion made from profits has been at all considerable.

During the greater part of the world’s history the rent of land
has beenthe chief source of saving. A good deal is saved from
rent in England now, and in the rest of the world probably
more is saved from it than from profits on capital. There are
two causes of the greater importance of the savings from rent in
other countries. Firstly, the income that is derived from land
is very great relatively to the income that is derived from
capital. Secondly, while the greater part of the land in
England is owned by a comparatively small number of men,
the land on the continent and in new countries is divided
among a very large number of the population, Now rich land-
owners are not a saving class ; it seems to be certain that on the
average they save less than those who derive an equal income
* from trade. But peasant proprietors are a saving class. In
England poor men save much less in proportion to their income
than rich men do; but in countries in which peasant proprietors
abound, their savings are very large. .

For the man who labours with his hands there is no savings-
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bank whose attractions can be compared with the land. “ Give
a man secure possession of a bleak rock,.and he will turn it
into a garden....The magic of property turns sand into gold!.”
The peasant proprietor can give every hour of labour, every
penny of capital, that he has to spare, to his land, and be sure of
having the fruits of his exertion and self-denial ever before him.
He loves his land, and takes pride init, his choicest amusement
on a holiday is to walk round it and rejoice in it%. “With the
wage labourer the case is different. If he would put any portion
of his wages to a reproductive use, he must seek out some
borrower, and the amount he has to lend being small, this bor-
rower must be the savings-bank, which will lend the money out,
“ he knows not when, he knows not where. This is a very cold-
blooded affair compared with the application of earnings to the
land by the proprietor thereof, who works over it and lives upon
it, who feels that it is all his, and- shall be his children’s after
him. Neither the imagination nor the affections are addressed
very powerfully by the savings-bank. There is, besides, some
" delay involved in a deposit, which, however slight, defeats many
a good resolution and brings many a half-consecrated sixpence
to the grocery or the bar-room3.”

The absence of peasant proprietors is thus a loss to
England in many ways; but it were useless to repine at it.
Modern machinery and modern methods of agriculture give, as
we shall see, a great advantage to large farms in competition
with small farms. In market gardening, indeed, and generally
when each plant requires separate care, the peasant proprietor
may hold his own; but not in the general work of the farm. An
intelligent man, who owns a little land, can almost always get a
larger income by selling his land and using the price of it in
farming or some other trade, than he can by cultivating it him-
self. The same spirit of commerclal enterprise which causes
capital to accumulate in England faster than 1n any other Euro-
pean country has prevented her from having a race of peasant
proprietors.

" All history shews however that the hope of purchasing a
small piece of land or a cottage and garden, on which he may
retire, 1n his old age, is one of the strongest inducements that a
working man can have to lead an industrious, temperate and
frugal life. Yet the English working man is practically debarred

1 Arthur Young.

* For evidence of the intelligence of the peasant proprietor in some
districts, and also of the vast amount of capital that he invests in the
land, and the heavy crops he raises from it, see Mill, Bk. I1. ch. vi. and
vii, and Cliffe Leslie, Land Systems of Various Countries.

3 Walker, Zhe Wagrs- Question, ch. XVIII.

4 See The Agvicultural Lockout of 1874, by Clifford.
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from this hope by the uncertainty and the heavy legal expenses,
which he must incur in making such a purchase; for these ex.
penses are much greater in proportion for a small ‘piece of land
than for a large one. A reform of England’s land-laws would
much increase her accumulation both of Material and Personal
Capital.’ :

§ 4. We may next inquire how far the accumulation of
capital depends upon the rate of profits, and the rate of
interest which the owner of capital can obtain by lending it
to others?, .

A high rate of interest no doubt affords a liberal reward
of abstinence, and stimulates the saving of all who are ambitious
of earning social position by their wealth. Again, if a man is in
doubt whether to save in order to make provision for himself or
his family, the expectation of a high rate of interest may induce
him to save; because the higher the rate of interest, the larger
the amount of future enjoyment which can be obtained by sacri-
ficing a given amount of present enjoyment.

But the history of the past and the observation of the present
shew that it is a man’s temperament, much more than the rate
of interest to be got for his savings, which determines whether
he makes provision for his old age and for his family, or not.
Most of those who make such a provision would do so equally
whether the rate of interest were low or high. And when a man
has once determined to provide a certain annual income, he will
find that he has to save more if the rate of interest is low than
if it is high. Suppose, for instance, that a man wishes to provide
an income of £400 a year on which he may retire from business,
or to insure 4400 a year for his wife and children after his death.
If the current rate of interest is 5 per cent., he need only put by
48,000 or insure his life for £8,000; but if it is 4 per cent., he
must save £10,000, or insure his life for £10,000.

Again, a high rate of interest is a great inducement to
retire early from business, and live on the interest of what has
already been accumulated. Sir Joshua Child indeed said two
centuries ago, “we see that generally all merchants” in countries
in which the rate of interest is high ‘“when they have gotten
great wealth, leave trading"” and lend out their money at interest,
“the gain thereof being so easy, certain and great; whereas in
other countries where interest is at a lower rate, they continue
merchants from generation to generation, and enrich themselves
and the state.” It is more true now than it was then, that many
men retire from business when they are yet almost in the prime
of life, and when their knowledge of men and things might

1 The relation between interest and profits is expl;ﬁned in Book 11.
Much of this section is taken from Sargant’s Recent Political Economy.
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enable them to conduct their business more efficiently than
ever. Thus a fall in the rate of interest would in some ways
promote the production and the accumulation of wealth.

But it would diminish the power of saving from a given
amount of capital, because the larger the income a man derives
from his business the larger are the means he has of saving.
Also it would promote the emigration of capital. As a rule
however, a fall in the rate of interest is itself the result of a
great accumulation of capital ; and the income derived from a
large amount of capital at a low rate of interest generally gives
a greater total power of saving than the income derived from a
small amount of capital at a high rate of interest.

On the whole it may be concluded that a fall in the rate of
interest in a country is likely to check the growth of capital in
some ways and to promote it in others; but that the latter
effects are on a smaller scale than the former, so that a fall in
the rate of interest will diminish the accumulation of capital to
some extent, though often only to a small extent,

§ 5. We shall presently see that a fall in the rate of interest
is to be expected in the distant if not in the immediate future of
the world’s history, in consequence of the operation of the law of
Diminishing Return; and this will ultimately check the accumu-
lation of capital. But the progress of invention is continually
finding profitable employment for capital in new ways. Rail-
ways, factories and machinery absorb every year large amouats
of capital, which are turned to good account and return a profit
to their owners; so that there is no reason for fearing any
great check, in the immediate present, to the growth of capital.
And in fact while the population of England is increasing at the
rate of about 1'3 per cent. per annum, the capital of England is
increasing at an average rate of about 3 per cent. per annum?®.

It has already been pointed out that the operation of the Law
of Diminishing Return may be prevented from becoming of
very great importance as regards Agriculture, provided the
increase of population be checked in time; but that even if
population did not increase at all, the mere lapse of centuries
would bring with it the exhaustion of the mineral riches of the
earth,

1 The total Material wealth of England increased from about
£6,100,000,000 in 1865, to about £8,500,000,000 in 1875; i.e. at
the rate of £240,000,000 a year. (See Mr Giffen in the Fowrnai
of the Statistical Society for March, 1878.)




CHAPTER VIL

ORGANIZATION OF INDUSTRY.

§ 1. THE last chapter finished the discussion of the three
requisites of the production of wealth,—natural agents, labour
and capital. Before proceeding to examine the modern methods
of production and exchange, it will be well to see how these
methods have gradually grown up.

In savage life there is no variety. Savage tribes are made
up of a number of persons all doing the same work. Every one
is as a rule warrior, hunter, fisherman, tool-maker and builder.
Every one provides for all his own wants; and, except for
purposes of defence, might almost as well live apart from the
rest.

But even among savages men shew special aptitudes for
particular kinds of work. One man, for instance, is skilled in
making bows ; and others offer him in exchange for a bow more
food, or other things, than he could -get for himself in the same
time as he can make a bow; so he settles down to bow making.
In this way there gradually arises that division of labour which
makes society a living whole. And in the earliest times we find
this much division: that the disagreeable work is done by
women and slaves, and the agreeable work by their lords and
masters.

“The first great advance beyond this state consists in the-
domestication of the more useful animals ; giving rise to the
Pastoral or nomad state, in which mankind do not live on the
produce of hunting, but on milk and its products, and on the
annual increase of flocks and herds. This condition is not only
more desirable in itself, but more conducive to future progress;
and a much more considerable amount of wealth is accumulated
under it. In this state inequalities of wealth have their origin ;
and encouraged by their security against present want, men
begin to turn their attention to domestic manufactures.”

The next transition was to the Agricultural state,-and in this
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the ownership of cultivated land formed a solid basis on which
society could be built up. Sometimes all the land was owned
by the sovereign ; but more frequently the land round a village
belonged to the whole village in common. ’

The Village Communities, as they are called, lived a settled
monotonous life. In this stage we find differences of employ-
ments ; 'but there is as yet nothing that can properly be called
organization. In some cases indeed a whole village devoted
itself to one occupation, as to smith's work, or shoemaking.

. But more commonly each village was self-sufficing ; that is, it

produced for itself almost everything that it consumed, and had
scarcely any trade with its neighbours. It often happened that

" each trade became hereditary in a family. . For instance, each

village had its ‘6wn blacksmith, who was the son of the last
blacksmith, and whose son would be the next blacksmith. Men

.had scarcely any freedom in the choice of their occupations,

The fixed customs which thus controlled men’s lives have
been especially powerful in the East. In India the tlimate has
caused a limp habit of body and mind, which has made people
submit to the rule of despotic kings, and more despotic custom.
No tyrant has ever attempted, or even wished, to control every
action of his subjects’ lives. But Oriental custom decides the
Caste or rank in society to which a man belongs ; it prevents
him from having any social intercourse with members of any
other caste ; it orders the most trifling details of his action in
his work, -in his amusement, and at his meals. Custom also
regulates the wage of each kind of service, and the price of
every commodity with an inflexible rule.

‘Where there is a monopoly of anything, a fixed custom as to
its price may indeed do more good than harm. If a village is
bound down by custom to buy its ploughs of one particular
blacksmith, it is best that custom should also regulate the price
at which he sells them ; for otherwise he might sometimes take
advantage of the necessities of his neighbours, and charge an
exorbitant price; and anyhaw there would he a great waste of
time in higgling and bargaining between him and them.

§ 2. The industrial system of the cities of Greece and
Rome was based on slavery. They took it as an axiom that
nature had ordained slavery; that without slaves the world
could not progress; no one would have time for culture, no one
could discharge the duties of a citizen. They deliberately ac-
cepted the belief that there were multitudes of men whom
nature had consigned at their birth to weary toil for the benefit
of others, and that:it was a matter of no moment whether those
men lived ignorant, debased lives or not. The genial temper of
the Athenians indeed led them to treat their slaves with

.kindness and even sympathy. But history shews that every
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civilisation which is 'based on slavery, though it mdy have
a precocious 'growth, is yet rotten at the core and speedily -
decays; for when a race has lived for several generations
among the excitements of civilised life, but. scorning work and
despising those who work, it has become heartless and frivolous,
and therefore weak. !

The Teutonic races that peopled Western Europe seemed |
at one time to be in danger ot being ruined, not indeed by -
slavery, but by a system of serfdom that was not very much
better. But they had always a reverence for man as man, and
this reverence was promoted by the Christian religion, and
fostered by the popular character of the medizval church.
They did not deliberately treat it as a matter of indifference
whether those who did hard work for them lived debased lives.
They never got thoroughly to despise the worker or his work;
so they have not become frivolous, apathetic or selfish; and
their civilisation seems likely to endure. :

The rigid customs which have weighed down the East in all
ages, seem to have pressed severely, but much less severely,
on our Anglo-Saxon forefathers. They lived in an invigorating
clithate, and were too energetic to endure much tyranny either
from man or from custom. But ignorance is a tyrant to whose
sway even energy submits. And while our forefathers were wholly
ignorant, the only.line of action that they could strike out for
themselves was that of pillaging and plundering their neigh-
bours. This way of living afforded a good deal of excitement,
but very little comfort. Gradually knowledge and a taste for
comfort grew up with the growth of towns, where men learnt to
care very little for plundering others, and to dislike very much
being plundered themselves. In the towns men defended them-
selves against oppression, and learnt the arts of civilisation.
‘While the country was ravaged by the wars and the robberies
of barons, while the country folk were generally serfs, the towns
were the homes of order, of patient work, of intelligent and
peaceful enterprise, .

§ 3. The towns grew rapidly: and as their various forms of
skilled industry made their appearance, there was Division of
Jabour. A man would make only things of one kind, or per-
haps only parts of things of one kind. His work would directly
or indirectly do some service to a great number of his fellow-
citizens ; and the things which he consumed would be produced
by the combined work of his neighbours.

This may be expressed shortly by saying that the industry
of the towns had become highly organized. A body is said to
be highly organized when each part has its own work to per-
form, when by performing this work it contributes to the well-
being .of the \w%ole, so that any stopping of this work injures,
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the whole ; while, on the other hand, each part depends for its
own well-being on the efficient, working of the other parts. '

So long as the towns were struggTing against adversity, all
.the citizens worked together with public spirit and énterprise to
secure their common welfare ; but when a town had fully achieved
its freedom, and begun to prosper, the oldest families of traders
began to insist on their own privileges as the only proper full
citizens, and as members of the Town-gild. The privileges
of this Gild were attacked by younger trade associations, called
Craft-gilds, which were formed by those who worked at the

. various crafts. This struggle between the handicraftsmen and
- the leading merchants continued for several generations : but
time was on the side of the younger and more vigorous bodies.
In one town after another the Craft-gilds, leaguing together,
overthrew the Town-gild and obtained mastery of the town.

The Craft-gilds did good in very many ways ; they helped to
organize industry ; they took care that each man understood his
trade and did sound work; they took an interest in the moral
conduct of the worker, and they secured him and his family
from want. But after a time their rules as to theé way in which
work should be carried on became oppressive, so as to prevent
a man from taking his capital or labour into whatever trade he
liked ; they hindered the free circulation of capital and labour.

“And in the course of time there came a reaction. When the

Gilds had ceased to do more good than harm, their power
began to diminish, and at last they lost it altogether. The free-
dom of circulation again increased until there remained few
obstacles to a man’s earning his living as he liked.

Meanwhile the banks were growing up. In the middle
ages the usurers or money-lenders had lent chiefly to necessi-
tous persons at high rates of interest. There was not indeed
much opening for the profitable investment of capital in industry;
but the experience that was thus obtained in the difficult art of
passing capital from where it is not much wanted, to where it is
much wanted, has been of great use to the world. It has
prepared the way for that organization of capital which is
effected by the banks and other agencies of the modern money
market, :

§ 4. Advancing to more modern times we find a continual
growth of the specialisation or division of labour. The broadest
division is that between agricultural and manufacturing labour.
In medizval times the country folk used in the intervals of
agriculture to spin and weave, to make shoes and build houses.
But as agriculture became systematized, as machinery came
into use in manufacture, and as the skill of trained artisans
increased, the farming population gradually made less and less
for itself, and bought more and more from the towns. The
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agriculturists were of course scattered over the land, but manu-
facturers congregated in closely peopled districts. .
In these districts a further division or specialisation has
own up, and separate trades have sought separate localities.
The textile trades have separated themselves from other trades.
Those that work in wool do not generally live among the
Lancashire cotton workers, but are collected together in York-
shire : and they themselves are divided into the ‘ woollen trade”
and the “worsted trade,” and these again spread out into
various branches, each of which has a favourite district of its
own. This collection into the same locality of large numbers
who are engaged in the same trade is called the Localisation
of industry. .

A manufacturing district offers many social advantages.
Experience shews that skilled artisans are intelligent and self-
reliant, even when their work is monotonous. They have
escaped from the dominion of custom, and are apt to consider
whether they cannot better their condition by moving from one
place to another, and even from one occupation to another,

Thus in modern times a large number of social and econo-
mic.changes have increased the extent to which the distribution
of wealth is determined by free competition. Workmen compete
with one another for the most advantageous employment ; and
employers compete for the cheapest and most efficient labour,
and vie with one another in the invention of new machinery and
new modes of manufacture. For each new invention and each
new adaptation of an old process leads to new ways of carrying
on business; and every such change in a trade brings with
it fresh openings through which new men, both employers
and labourers, may edge their way into the trade. In fact the
train, the steamship, the printing-press and the telegraph give in-
ducements and facilities for competition in all directions ; a com-
petition of which the earlier civilizations were wholly incapable,

These changes have brought with them another great change.
Formerly production used to be chiefly in the hands of Small
Masters ; that is of men each of whom produced goods for sale
in his own neighbourhood, with the aid of one or two apprentices
and hired workmen. But as we shall see in the next chapter,
the progress of events has put these small masters at a continu-
ally increasing disadvantage in competition with the owners of
large factories. And the machinery in these factories grows
steadily. The amount which a manufacturer devotes to the pur-
chase of machinery increases much faster than the amount which
he spends on the hire of labour. In other words, Auxiliary
capital is increasing at a greater rate than Remuneratory.

Large factories concentrated in one place send their goods to
market all over the world. The manufacturer, the workman,
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and the shopkeeper of Manchester are dependent for their well-
being not only on each other’s conduct, but also on the course of
events in other parts of England and in other countries. Thus
‘“‘society has become the complex body of mutually dependent
workers which we now see, by steps so small that year after
year the industrial arrangements have seemed to men just what
they were before, by changes as insensible as those through
which a seed passes into a tree.”

These changes have been more marked in England than in
any other country. The adventurous races wha peopled her
shores brought with them a spirit of enterprise which has been
transmitted to their descendants. Her seas and rivers have
promoted commerce, and with it that flexibility of habits which
is caused by free intercourse with distant places. Her climate
has been singularly favourable to rapid changes in agriculture.
Being entrenched by the sea she has escaped the devastating
wars which have discouraged the accumulation of capital on the
Continent. Her land laws, her poor laws, and her political and
social arfangements generally have tended to draw a sharp line
between the rich and the poor ; so that nearly her whole capital
has been accumulated in comparatively few hands; and her
rich. mines of coal and iron have given prominence to those
industries in which, as we shall see, production on a large scale
is at the greatest advantage, in which large capitals have the
best chance of becoming larger, while small capitals arein great
risk of becoming smaller.

§ 5. The growing intelligence of the labourer and the in-
creasing facility of movement from one part of the country to
another have caused a close communication and to some extenta
free circulation of labour between the various centres of industry.
Capital is every day obtaining freedom of circulation, and so
are the skill and ability by which capital is managed ; profits
tend to equality in different occupations and in different parts
of the country.

It is not indeed true that a thousand pounds invested in one
trade will bring in the same profits as a thousand pounds

. invested in any other; for profits are exceptionally high in
trades that are exceptionally difficult or disagreeable. The free
circulation of capital cannot remove inequalities that are due
to these causes. But it does cause the rate of interest at which
a tradesman can borrow money, on good security, to be nearly
the same in every town and every trade in the kingdom. Hence
arises an important Law, the full meaning of which will appear
further on, viz.

Profits tend continually to equality in all trades which
involve equal risks, discomforts and exertions ; and which require
equally rare natural abilities and an equally expensive training.




CHAPTER VIIL

DIVISION OF LABQUR.

§ 1. PLATO extolled the ancient Egyptians for having turned
to good account their knowledge of the fact that division of
labour gives increase of dexterity in every particular workman.
Use becomes second nature ; and there areé many kinds of work
which can be done well only when they have been practised
from childhood. A carpenter, a blacksmith, or a coalminer is
seldom good at his trade unless he has been at it all his
life.

‘When the division of labour is carried very far a man’s whole
attention is concentrated on one operation. A house carpenter
handles a great many tools one after another, and does many
different kinds of work ; but in a very large furniture manu-
factory a man will often work all the year round at making
some part of a table or a chair. In cloth factories many women
and children do scarcely anything all day but tie together
broken threads on the spinning jenny. Many workers in metal
factories do nothing but fit a piece of metal into a socket, and
pull down a handle so as to drill or punch or stamp the metal in
some particular way. Such operations are performed by men,
women, and even children, with a rapidity and an unerring
accuracy “which exceed what the human hand could, by
those who had never seen them, be supposed capable of
acquiring1”

1 Jt is believed that in such cases there is a physical change in the
nerves by which the motions of the hands are directed, and that an in-
timate connexion thus gradually grows up between these nerves and the
nerves -of sight, which enables them all to work in perfect harmony
with one another for the performance of this particular class of opera-
tions. When the operation was first performed, the “sensory” or feeling
nerves of the eye and hand sent up a message to the brain to acquaintit
with the exact state of things, The mind was thus set to consider the

M. ‘ 4
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There are many kinds of skill which are not, strictly speaking,
manual, but which resemble manual skill in requiring practice
from early childhood. Such for instance is the work of the
wool sorter, who sorts a fleece of wool into eight or ten heaps
of different qualities. "He has gradually acquired a wonder-

. ful discernrhent by touch and sight of minute differences of

quality.

§ 2. A second advantage of division of labour is the
economy of skill and of other mental and physical excellencies,
which is obtained by keeping a man always occupied on the
highest class of work for which he is fitted.

Mr Babbage was the first to insist on this. He says, “ The
master manufacturer by dividing the work to be executed into
different processes, each requiring different degrees of skill or of
force, can purchase exactly that precise quantity of both which is
necessary for each process; whereas if the whole work were
executed by one workman, that person must possess sufficient
skill to perform the most difficult, and sufficient strength to
execute the most laborious of the operations into which the
work is divided” In any large factory we ‘may see young
children carrying light weights or picking up loose threads,
older children and women moving heavier weights, or taking
care of machines that can easily be managed, while the task of
keeping the machines in working order is entrusted to skilled
mechanics. Those who keep the machine in order are paid
as high wages as the clerks who are occupied in keeping
the accounts of the establishment ; but there would be a great
waste of efficiency if the mechanics spent part of their time in
keeping accounts, and the clerks part of theirs in repairing the
machines.

case; it determined by an act of the will what should be done next ; and
sent down 'hythe *‘efferent” nerves of the hand more or less clumsy
orders, which were more or less clumsily executed. But there seems to
grow up, after years of practice, a more direct connexion between the
sensory and the efferent nerves, whose co-operation is required ; so that
when the right time comes for the particular movement of a finger, the
stimulus which prompts that movement is instigated at once by the
‘‘sensory” nerves that bring up to the brain the record of that movement.
When the connexion has become well established, each part of the ope-
ration follows on the Freceding automatscally. That is to say, the mind
is not called in at all in the case, no attention is required, the whole
mental energy is at liberty for thinking about other things ; or it may lie
idle and be stored up ready to come into full and fresh activity in the in-
tervals of the man’s work. In walking, writing, and playing the piano,
we see actions which by continued practice from childhood can be per-
formed almost automatically ; though even the simplest parts of them
require the full attention of those who have not been trained to them.
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The economy of inventions is best attained when it is the
business of a certain set of people to study every new invention
which bears on their particular trade. For each new leading
idea with regard both to processes and machinery has many
practical applications. Knowledge is acquired in working out
one invention that is likely to be of use in seeking for others. If

however the work of thinking is confined te a few, division of -

labour is carried too far. It is said that whatever superiority
America has over England in mechanical inventions and improve-
ments in manufacture, is largely due to the encouragement
which American employers give to independent and originat-
ing thought among their workmen. .

But undoubtedly the employer should be the master mind of
the whole : his time should be occupied, not in doing work, but
in deciding what work is to be done, how it is to be done, and
who is to do it. As Bagehot says, “ He settles what goods
shall be made, and what not : what brought to market and
what not, He is the general of the army; he fixes on the
plan of operations, organizes its means, and superintends its
execution. If he does this well, the business succeeds and
continues ; if he does it ill, the business fails and ceases.
Everything depends on the correctness of the unseen decisions,
on the secret sagacity of the determining mind.”

§ 3+ Next with regard to the economy of machinery.

Just as there is waste whenever a skilled man is engaged on

work in which his skill is useless, so there is waste whenever a -

machine liesidle, A blacksmith could sometimes find use for a
steam hammer, but there would be so much waste in keeping it
idle the greater part of the day, that he cannot afford to have it.

Many things continue to be made by hand which would
long ago have been made better and more cheaply by ma-
chinery, if there had been a large demand for them. For the
trouble, expense and risk involved in inventing and patenting a
new process, or a new machine, is the same whether the in-
vention is to be applied to the production of many goods or few.
But the profit to be derived from the invention depends on
the extent of the' manufacture to which it can .be applied.
The substitution of machinery for handwork has sometimes
to wait for a brilliant invention by which a great practical
difficulty can be overcome: but most new machines are really
adaptations of old ones, which are sure to be made as soon as
there is a demand for them.

In fact, the great advantage that the human hand has over
machinery is that the hand can bring tools to work upon the
material in almost any position : and many important mechanical
inventions are merely new plans for copying the way in which
the tools and the material are adjusted to one another by the
4—2
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hand. This is sometimes done, by giving new movements to
the tools that are driven by a - machine, but more often it
consists in making some new fixed or moving socket for hold-
. ing firmly the material exactly as it is wanted.

§ 4 We have seen that the advantages of division of labour
cannot be obtained in the production of any commodity unless
it is one for which the demand is very great, so that it is pro-
duced in very large quantities. We have next to inquire how
far these advantages are dependent on the size of the factories
in which the work is done.

This question is a very important one, because the hope of
rising in the world is one of the chief inducements to energetic
action, and to thrifty habits. The prosperity of the nation
depends greatly upon how far the upper classes are recruited
by the best strength and ability that is born among the lower
classes. And one of the easiest and healthiest routes upwards
which a working man can follow is that of first saving a little
money while working as foreman or overlooker, and then
starting a small establishment in that branch of his business of
which he is a master. We shall find that some of the advantages
of division of labour can be obtained only in very large factories,
but that many of them, more than at first sight appears, can be
secured by small factories and workshops, provided there are a
very great number of them in the same trade.

The manufacture of a commodity often consists of several
distinct stages, to each of which a separate room in the factory
is devoted. But if the total amount of the commodity produced
is very large, it may be profitable to devote separate small
factories to each of these steps.

If there are many factories, large or small, all engaged in
the same process, Subsidiary Industries will grow up to meet
their special wants.,

§ 5. Firstly, there are the industries which make the special
tools and machinery required for the process. There are, for
instance, large works in which the machinery wanted for the
woollen trades, is made by a vast number of complex machines.

Secondly, there are the Subsidiary Industries which facilitate
communication between various branches of a trade. Their
aid is important to all classes of factories, but especially to those
which are devoted entirely to one stage of a process of manu-
facture. Under this head come carriers, railway companies,
and all classes of agents and intermediate traders, and again
those who collect and spread information by trade newspapers,
and in other ways. Bankers also come under this head. The
- payment for goods is facilitated by them as the transfer of
goods is by the railways. But further, they pass command over
capital from hand to hand, and the help which they thus give
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to new men, who have but little capital of their own, is perhaps
the most important of the forces which oppose the modern
tendency towards the concentration of manufacture in the hands
of a few large firms.

But small factories, whatever their numbers, will be at a
great disadvantage relatively to large unless many of them are .
collected together in the same district. We may then consider
the advantages of the Localization of Industry.

§ 6. The Localization of Industry promotes the education
of skill and taste, and the diffusion of technical knowledge. .

‘Where large masses of people are working at the same kind
of trade, they educate one another. The skill and the taste
required for their work are in the air, and children breathe
them as they grow up. This is seen particularly in such
manufactures as those of glass and pottery.

Again, each man profits by the ideas of his neighbours: he
is stimulated by contact with those who are interested in his
own pursuit to make new experiments; and each successful
invention, whether it be a new machine, a new process, or a
new way of organizing the business, is likely when once started
to spread and to be improved upon.

In a district in which an industry is localized a skilled
workman is sure of finding work to suit him; a master can
easily fill a vacancy among his foremen ; and generally the
economy of skill can be carried further than in an isolated
factory however large. Thus both large and small factories are
benefited by the localization of industry and by the assistance
of subsidiary trades. But these benefits are most important to
the small factories, and free them from many of the disadvantages
under which they would otherwise labour in competition with
large factories.

%67. Still & large factory has many special advantages.

Firstly, greater economies can be attained by a large than
by a small factory in such matters as the arrangement of
buildings, steam engines, and other machinery ; and again in
such work as that of clerks, doorkeepers, stokers, repairers of
machines, &c. One high chimney can make a draught for a
large furnace as well as for a small one; one doorkeeper can
admit five hundred men as easily as fifty.

Again, a large factory can often afford to have a machine
to do work that 1s done by hand in a small factory. It is true
that a small factory devoted to one short stage of the process of
manufacture may have the best and most highly specialized
machinery. But such a factory would not come into existence
until the advantage of having special machinery for this stage
had become well established. If there is a large demand for
any kind of machine it may be worth a man’s while to spend
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much money and trouble in trying to make it, with the intention
of paténting it, and getting a royalty on each machine that
‘is made. But in fact a very small number of the improvements
that are made are patented; and a large manufacturer has
greater inducements than a small one to make experiments
which are not certain of success. He can spend a large sum
on trying a new process or a new kind of machine, without
feeling the loss if the experiment fails. If it succeeds, he is
much more likely to get a good return on his outlay before
others are able to take advantage of it than a smaller manu-
- facturer would be.

But very often the most important advantages to large firms
consist in their facilities for buying and selling. The expense
involved in buying a large quantity of goods is always smaller
in proportion than that of buying a small quantity. A large
firm gains in the transport of goods; particularly if it has a
railway siding. It gets prompt and trustworthy information
from highly paid agents; and thus learns when and from whom
to buy, when and what to manufacture, when and to whom to
sell, and lastly whom to trust and whom not to trust. It can
afford to advertise largely in print and by means of commercial
travellers. Something may also be allowed for the confidence
which consumers feel that a large house will not descend to
petty tricks and dishonesties ; it has too much to lose.

In some trades a large firm gains much by the variety of
its wares, A builder, who wants a great number of brass
fittings, likes to order them of a firm which has a vast number
of moulds and can fill up a large and various order from its
own resources. A large firm gains often in the matter of super-
intendence ; but not so much as at first sight appears. It is
true that in small works the master or manager looks after
many things which in large works are left to the care of a
foreman or overlooker; but hired overlookers have not the
same interest and energy in preventing waste through careless-
ness or dishonesty that the master himself has. There are
some trades, particularly those concerned with the more valu-
able metals, in which large firms are on the whole at a dis-
advantage as compared with small ones in the matter of
superintendence.

§ 8. There are many branches of trade in which the advan-
tages of division of labour and specialization of machinery seem
to have reached their limit. In cotton spinning, for instance, a
large factory contains many rooms which are exactly alike in alt
respects ; so that it resembles several smaller factories joined
together. It has then no great advantage over smaller factories
in the work of production, but it has those general advantagesin
buying and selling and organizing which a large capital must




. . . AN
* . DIVISION OF LABOUR. 55
always have over a small one. When the owner of such a.
factory wants to put more capital into his husiness, it' may
answer his purpose to put up looms for making his yarn into
calico. He then has an advantage over those who only spin,
because he has no trouble about finding a market for his yarns ;
and he has an advantage over those who merely weave, because
he has no trouble about bargaining for and testing the quality of
the yarn that he uses. What used to be the work of several
distinct trades is all done now under one roof.

This change is partly due to the modern facilities for the
growth of firms which manage vast sums of capitaly The number
of very wealthy men has increased rapidly of late; and the
Limited Liabilities Acts! have enabled those who are not rich,
and who perhaps have no time for business, to take shares in
large trading concerns, without imperilling their whole fortunes.
This has led to the formation of vast companies in almost
every branch of business. Some of them undertake enterprises’
for which no private capital could suffice. The London and
North Western Railway Company wields a capital greater than
.the whole accumulated wealth of many of the states whose
names occupy a large place in history. There does not seem
to be any limit to the amount of wealth which a single trading
company can profitably manage in a business which can be
managed by routine, and does not require the bold enterprise and
prompt decision of a single mind.

But this great tendemcy to the concentration of capitals
is opposed by the inereasing variety in the number of things
that have to be done, and in the modes of doing them. Indus-
tries subsidiary to the old established industries are springing
up continudlly, and when they become well established, other .
industries subsidiary to these make their appearance, The’
growing variety of the wants of man, the growing resources
of invention by which. they are met, continually make openings
by which new men edge their way into business. A glance
at the Trade Directory of London eor almost any other
large manefacturing town will discover an astonishing variety
of trades which are almost entirely in the hands of small
masters.

.  Whatever may be the result of the contest between
large and small factories, it appears certain that the division
- of labour will continually increase, This increase is one of vital
importance. It adds to men’s power over nature, and furthers '
social progress by increasing wealth. Its effects are for the

1 These Acts, passed in 1855—1862, enable a2 Company by writing
“Limited” after its title to secure its shareholders against losing more
than the amount of their shares by its failure,
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most part good, but in some part evil. Division of labour
is said to increase the uncertainty of industry. A man whose
skill can be turned ta account in only one trade is likely to-
suffer much when that trade is depressed, or his skill is dis-:
placed by machinery. On the other hand, division of labour
accustoms producers to sell in widely distant markets, and it is
not very likely that all of them will be depressed at the
same time. Again the division of labour sometimes enables
aman to pass easily between trades which used to be totally
distinct. A country watchmaker could not easily become a gun-
maker or vice versa : but many of the men in a large watch
factory could easily find employment in a large rifle factory,
and vice versa. When the late American war came to a close,
a famous rifle factory devoted itself to making sewing machines.
As we proceed further, we shall find other reasons for think-
ing that whatever tendency there is to a growing uncertainty of in-
" dustry,is to be ascribed to other causes thanthe division of labour.
But division of labour does unquestionably cause some
monolony. This is a very great evil in the case of work which
involves continued muscular strain or long hours of work in a
* bad atmosphere. But when the work is light, and the hours
of work not excessive, monotony is not very injurious. As
Mr Nasmyth says?, “If you call for the brute force of a man
you will degrade the man. He goes to his house so physically
exhausted that it is an utter absurdity to say to that man ‘Read
and improve yourself, He would fall asleep immediately : he
must go and take some excitement. But if you take the man
who has been superintending some piece of machinery all day,
in which there is very little or only a minimum of call for his
brute force, you will find that that man’s intellectual power, if he
has any at all, will come forth, and he will be a reader and
a self cultivated man. 1 have found that again and again.
I think this is the result of machinery, that it takes away
the necessity for brute labour, and very much elevates the
intellectual and moral position of the working classes. The
management of machinery requires much judgment and re-
source.” The exi)erience of Englishmen in backward countries
shews that costly and delicate machinery cannot be worked
profitably by a dull and ignorant people, however low may
be the rate of wages which they are willing to take. The work
of the mechanic, even where it is apparently monotonous, makes
him shrewd, cautious and prompt.
Again even when division of labour makes the work of an
individual monotonous and uniform, it makes the work of the
country at large changeful and various. The worker in a town

1 Tenth Report of Trades Union Commissioners, 1868, p. 6s.
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whose mental and physical energjes are not strained by his
work can hardly fail to be educated by the variety and excite-
ment of the various work that is going on around him. His
neighbours have interests in life sufficiently like his, and yet
sufficiently different, to enable him to learn from them new ways
of looking at things.

There is more division of labour in the town than in the
country ; but the agricultural labourer lags behind the town
workman in intelligence. The advances that have recently
been made in agricultural science are chiefly due to the mental
activity of towns-people.

§ 10. It will be useful to refer to the Law of Division of
Labour, which may be stated thus :—

When the demand for a commodlty becomes very large,
the process of making it is generally divided among
several distinct classes of workers, each with its proper
appliances, and each aided by Subsidiary industries ;
for such a division diminishes the difficulty of making .
thie commodity.

Anticipating a term whlch will be defined later on, we may
say :—

.. The Cost of production of a manufactured commodity is
diminished whenever an increase in the demand for it leads to
an increased division of labour in making it.

The Law of Division of Labour implies that an increase in
the amount of capital and labour which is applied to any
process of manufacture is likely to cause a more than pro-
portionately increased return. It is therefore sometimes called
the Law of Increasing Return, so as to bring out the contrast
in which it stands to the Law of Diminishing Return which
applies to agriculture.

§ 11. The largest industry is that of agriculture ; but there
is scarcely any other industry which is able to make so little use
of. the advantages of division of labour and of production on a
large scale, For agricultural labourers cannot be grouped
together in large masses; they must be scattered over the
country. And each season of the year has its special work:
a man cannot spend his life in reaping. - So that the work of
agriculture cannot be broken up into a vast number of parts
each of which is performed by a band of labourers who devote
their lives to acquiring a special skill in this class of work.

Agriculture, however, seems to be following in the steps of
manufacture. Field steam-engines are becoming common, and
new machines to be worked by them or by horse power are
appearing in rapid succession. The fields demand every day a .
smaller number-of dull labourers and a greater number of
intelligent mechanics.
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This change is exercising an important influencé in the
competition between small and large farms. The small farmer
cannot always afford to have a field steam-engine; he cannot
afford to have a great number of machines for occasional use.

". Thus every year puts him at a greater disadvantage relatively to
the large farmer. This disadvantage.is diminished but not re-
moved by the rapid growth of a subsidiary industry, which under-
takes steam ploughing threshing, &c. for farmers. The growth
of this industry is the most important step towards obtaining
the advantages of division of labour that has ever been made
by agriculture,

In comparison with a small farmer a large farmer gains
something in economy of buildings, and in economy of materials.
He is able to have a better rotation of crops; he can send a

- great many labourers into a field in which there is anything to
be done quickly. He can, as a rule, borrow capital from the
banks more easily than a small farmer can. Lastly, the large
farmer is likely to have more knowledge and greater skill and en-
terprise than the smail farmer. He probably received a better

- education at starting; and he can afford to leave to subor-
dinates much work that the small farmer does himself, so that

" he has more time and opportunity for increasing his knowledge,
And as farms change hands from time to time, the ablest
farmers are likely to find their way to the largest farms. Thus the
economy of skill is carried further under a system of large, than
under one of small, farms. On the other hand the large farmer
loses in the matter of superintendence: The small farmer works
hard himself: he watches for every trifling gain and every small
saving ¢ and those who work under him have little epportunity

' of being idle or dishonest.

§ 12. These advantages enable spade husbandry to be as
successful on small holdings as on large. A large market
garden has few advantages over a small one except in buying
and selling. An intelligent market gardener who cultivates a
few acres by the labour of himself, his family, and perhaps one
or two hired labourers, can pay a high rent f}c')r his garden, and
yet earn very good wages for himself and very good profits
on his capital. Similarly a well managed small vineyard in
Southern Europe seems to be able to hold its own against
the competition of larger vineyards. Each vine has its own
history, the soil is seldom exactly of the same character
for many consecutive yards; and the cultivator of a large
vineyard could not carry in his head many of the trifling
details that guide the action of him who devotes all his life
to one little plot of ground.

But the greater part of the small holdings on the continent
have generally the advantage of being owned by those who
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cult iem. It has already been remarked!® that the peasant
pro tor has in land a constant source of pleasure and exoite-
‘ment and the safest and most convenient of savings-banks. He |
invests his capital and labour in his land, without requiring as’
high a profit on his capital as the wealthy farmer would, and
without expecting as high wages for his toil as would be .
demanded by the hired labourer. He may through want of
machinery, or of knowledge retain methods of cultivation that
have been discarded as wasteful by the English farmer. But
still he is content and happy. His produce is generally less in
proportion to the amount of labour spent in raising it than
is the case with an English farm. But his produce per acre is
often large, and on the whole he contributes his full share to the
agricultural wealth of the country.

! Chap. vi. § 3.



CHAPTER IX.
TENURE OF LAND,

§ 1. A GREAT deal has already been said incidentally
about the tenure of land. In tracing the gradual organization
of industry, we noticed how in very early times land was no
man’s property; how tribes of savages wandered over it and

" supported themselves by hunting ; how, afterwards adopting a
pastoral life, they drove half domesticated herds slowly from one
pasture to another. We saw how, when agriculture appeared,
land became the property of village communities. Recent histori-
cal research has shewn that in almost every part of Europe, in
many parts of Asia, and probably in some other places, the
land of each such village community was generally divided into
three parts, or to use the Teutonic name, into three Marks.

The Town Mark contained the houses, which were the
private property of the several families who lived in them.
The Arable Mark was divided into three fields, one of which
was left fallow each year, the other two being cultivated. Each
family had for its use a lot in each field : so as always to have
its proper share of land in cultivation. In most countries the
lots were periodically redistributed.

The remainder of the land was the Common Mark. This
was not cultivated, and each family had equal rights of pasture
and of cutting wood in it.

The system of village communities somewhat modified
prevails in Russia and India in the present day. It has some
advantages ; extreme misery is seldom found in it; men lead
peaceful and contented, but monotonous lives. The community
watches jealously to prevent any one from adopting methods of
cultivation that are opposed to its interests, or even to its habits
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and prejudices. Thus grows up in the course of time a network
of customary rules, which hampers the freedom and enterprise
of individuals, and hitherto has been found to check and hinder
agricultural improvement of every kind, v

In Western Europe this system was transformed into the
military system of Feudalism by the wars and conquest of the
Middle Ages. In Feudalism the notions of ownership and
government were so blended that the sovereign was regarded as
having a kind of ownership of the land. His subjects held it .
from him on condition of rendering him military service when
required. Gradually the rights of the Sovereign to land have
fallen into abeyance, and private persons have now practically
undisputed possession of it, but even to the present day bar-
gains about land are not determined by free competition in
quite the same way as bargains about other things. Each
nation has special laws, customs, and sentiments with regard
to the transfer and tenure of land.

§ 2. A large part of the Continent is owned by Peasant
Proprietors. We have seen how the peasant loves his land as
his friend, how gladly he invests his earnings in it ; how he gets
to know the history of every square yard of it. He may not
know of, or may be unable to afford the advanced methods of
the rich English farmer. But in some kinds of cultivation he
excels ; and even though he does not generally turn his labour
to the best account, his untiring zeal often raises a large gross
produce.

In some portions of Southern Europe the Metayer tenure
prevails. The metayer has an hereditary right to cultivate a
small piece of land on condition of giving a certain portion of the
produce, generally one half, to the landlord. The landlord sup-
plies the whole or a part, according to local custom, of the capital
required for working the land’. The metayer resembles the
peasant proprietor in having fixity of tenure. But in some .
other respects he resembles the members of a village com-
munity. For he is harassed and hampered by the rules which
have grown up to secure the landlord’s share of the produce ;
and since he retains only a fixed portion of the fruits of his
labour, he has not as strong an incentive to exertion as the
peasant proprietor has.

The land of America is cultivated by those who own it2

1 With regard to Metayers, Irish Cottiers and Peasant proprietors,
?e reader is referred to Mill, Bk. 11., and Cliffe Leslie’s System of Land

enure,

2 ¢“The American farmer is at least in nine hundred and ninety-five
cases out of a thousand the owner of the land he cultivates.” Mr
Rsnggles' report published by the New York Chamber of Commerce,
1874. -
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The ease with which men get land prevents the growtli of any,
.considerable class .of agricultural labourers at present, so that
the tenure of land in America resembles:in many ways that
of peasant proprietors. But the farms are not small, and the
. farmers are generally educated men, full of restless energy.
They frequently sell their farms and move westwards to larger
farms or richer soil; they are always on the .look out for
improved machinery and impraved methods of cultivation. And
in many other ways they present a striking contrast to the
patient and unenterprising peasant proprietors of Europe, among
whom the land and the method of cultivating it descend with
little change from father to son.

The share of the produce that the metayer pays to the .
landlord is sometimes called “rent.”  But in this book the word
will always mean that payment which the owner of land can
obtain by free competition for lending out the use of it to others.

Rich land affords a larger return to the capital employed
on it than could be obtained by applying the same amount of
«capital to the cultivation of poor land. In a populous country
in which there is a great demand for food, and in which there-
fore some food has to be raised at great expense from poor
land, the value of the produce raised from the rich land will be
more than sufficient to pay the expenses of raising it. This
surplus value the owner retains if he cultivates the land himself.
But in England and some other countries there are always
capitalists willing to cultivate the land with their own capital,
and to pay-this surplus to the landlord in the form of rent.
This system has the great advantage of giving the management
of the land to those who have capital, agricultural skill and liking
for the work. We have already seen that the advantages of
division of labour and of productions on a large seale are of
less importance in agriculture than in manufacture: but their
importance is increasing. The progress of the arts of agri-
culture brings with it a continually increasing demand for
capital and for highly trained agricultural skill. And the pro-
gress of the nation in wealth and intelligence increases the
number of able farmers who have a considerable command over
capital. The combined action of all these causes is increasing
the average size of farms, and raising the status of the farmer,
In Scotland and some parts of England there prevails a system
of long leases which secures to the farmer nearly the whole
benefit of his skill and energy. If his lease is short he receives
but scanty protection from the law. But custom so far shields
him that he is seldom in great danger of losing all the benefits
of the improvements he has made in his farm, through having
his rent raised, or being ejected without compensation, by an
unscrupulous landlord. .
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“The Irish Cottier pays a rent for the use of his land and
cultivates it at his own risk. But here his resemblance to-

the English farmer ends, The Irish Cottier is a poor and
uneducated peasant who rents a small plot of land either directly
from its owner or from a middleman who makes a living by
subletting land. The ignorance and recklessness of the Irish
peasant and his inherited thirst for land often induce him
under the stress of competition to undertake to pay a rent
higher than he can pay. Some of the smaller landowners and
many of the middlemen grasp at such promises; and then the
cottier finds idleness his best policy ; thrift his worst. He has
no Standard of Comfert, no inducement to prudence in mar-
riage; and population is restrained chiefly by peverty, disease
and famine, The misery of the cottiers cannot be removed
without first removing the causes of their recklessness. This
recklessness is to some extent—it is a matter of controversy to
what extent—due to the bad legislation of our forefathers.
There is good reason to believe that it is being diminished
under the wise legislation of recent years.

The discussion of the question as to which is the best system
of land tenure has been complicated by some uncertainty as to
the meaning of the term “ the best system.” By the best system
some mean that which gives the greatest gross produce, others
mean that which gives the greatest net or surplus produce after
deducting the necessaries of life for the labourers, while others
again mean that which contributes most to man’s general well-
being. We have seen reason for thinking that the greatest net
produce is on the average obtained under the system of large
farms ; and that the largest gross produce is obtained in some
of those districts in which there is an intelligent and energetic
race of peasant proprietors; for their untiring zeal keeps on
applying more labour to the land long after the return from it
has diminished so far that a capitalist farmer would have ceased
{rom further cultivation.

Economists are not agreed as to what system best promotes
general well-being. If a vote could be taken from all Econo-
mists throughout the world, it would probably be given in favour
of the system under which the land is owned by its cultivater,
whether in large farms as in new countries, or in small plots as
in old, and this view is adopted now by many Englishmen,
But nearly all English Economists of the past generation had a
strong preference for the system of large farms. This is partly
due to the same causes that have promoted the employment of
large capitals in English manufactures!, partly to the fact that

1 See Book I. ch. vii. § 4.

e
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England’s position in the Great French war was :ly owing
1o the vast #ef produce of her manufactures and agriculture?,

-§ 3. Enough has been said now to shew that when land is
. let on‘the English system its rent is the surplus return which it
gives to the farmer’s capital after deducting what is necessary
to replace his capital with profits. It is easy to see that this
rent will be increased by anything that enables the farmer to
raise a greater produce with a given outlay, or by anything that
gives him a better market for his produce. But it is more
difficult to analyse the various parts of his outlay; to measure
the total value of his produce; and finally, by subtracting from
this value enough to return him his outlay with profits, to
determine the amount of his rent. We shall be in a better
position for doing this when we have examined the first prin-
ciples of the theory of value.

1 For instance Ricardo says, ‘“Adam Smith constantly magnifies the
advantages which a country derives from a large gross, rather than a
large net income....Provided the net real income of a nation, its rent and
profits be the same, it is of no importance whether it consists of ten or
of twelve millions of inhabitants. Its power of supporting fleets and
armies, and all species of unproductive labour, must be in proportion to
its net, and not in proportion to its gross income.”




BOOK IIL

NORMAL VALUE.

CHAPTER I

DEFINITIONS. LAW OF DEMAND,

§ 1. IN the present Book we are to inquire into the influ-
ence that competition exerts upon wages profits and prices.
Of course competition is only one out ofp many causes by
which they are determined. In backward countries competition
exerts but little influence men do not forecast the future,
and deliberately shape their course by a calculation of distant
advantages. They rather drift along under the influence of
custom, doing the same work in the same way, and for the
same remuneration as their fathers did it. But in advanced
countries, particularly in Western Europe, Northern America
and Australia, competition is far the most important of all
the influences that affect wages profits and prices. And it
will therefore be our best plan to begin our examination of
wages profits and prices by inquiring how they would be de-
termined if free competition were the only influence acting
upon them. In Book III., when we are discussing Market
values, our attention will be directed chiefly to other in-
fluences. But in this Second Book we have to shut our-eyes
to those other influences as far as we can, and think only of
the effects which would be produced in the long run by free
competition, if every one were quick to. seek out and follow

M. 5
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M e v . .
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his own economic interests. We have in this Book to examine
Normal Values, Fori— . ) .
That condition of.a thing which would be brought about
by the undisturbed action of free competition is called
its Normal Condition.

§ 2. [That which is according to the laws or precepts made
by authority is legal: That which is according to the Laws of
nature in their ordinary operation is normal. Of course every-
thing in nature happens, in one sense, according to the Laws
of nature. But very often we have in view some particular
set of Laws ; and when it is understood that speciai reference
is made to these Laws, we may say that that condition of a
thing which is brought about by their undisturbed action, is
its normal condition. Every tree grows according to the Laws
of nature, but if a tree is planted in such a position that it
cannot grow “naturally,” that is according to the laws of its
own nature, its shape is said to be abnormal. So it is in one
sense according to the Laws of nature that the branches of a
tree are swayed by the wind. Yet we say that they are in their
normal position only when the wind is still. This is the position
which they adopt, and in which they rest when not disturbed.
‘When we speak of Normal values, or Normal prices, or Normal
wages, or Normal profits, the particular set of Laws which we
have in view are those Laws of human nature and human conduct
which are brought into play when competition is perfectly free.
It is true that when man is influenced by custom or prejudice,
or when he is prevented by ignorance or apathy from competing
freely, his action is according to the Laws of his nature, and is
in one sense natural. But it is not according to those Laws
'oli his nature which we have specially in view when discussing
the economic condition of highly civilised countries. We there-
fore do not call his action Normal in the special or technical
sense in which the word is used here. :

If the wind blew equally from all quarters the mean or
average position of 2 branch would be the same as its normal
position. But if the wind blew more towards the east than
towards the west, the mean position of the branch would be to
the east of its normal position. And in the same way with regard
to value: if competition were perfectly free, the average value
of a thing would be the same as its Normal value. But since in
fact competition is not perfectly free, the average value of a
thing may differ from its Normal value; although the two seldom
differ much.

Adam Smith and the older Economists spoke of the
¢ Natural” rates of wages profits and prices. They used the
word Natural to mean that which is according to man’s nature
when competition is free. But it has been found best to use
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% Normal” for this pufpose, because the word “Natural” has.
been used loosely: men often call an arrangement “ Natural ”
merely because theyapprove it, and without taking the trouble
to examine whether the Laws of Nature actually tend to bring
it about.]

3. Before entering upon the theory of Normal value it
will be well to define some words which will be used in it.

The growth of the spirit of competition causes men to look
about them to see where they can buy cheapest, and where they
can sell dearest. A man may not trouble gimself much about
small retail purchases: he may give half a crown for a packet
of paper in one shop which he could have got for two shillings
in another. But it is otherwise with wholesale prices. A
manufacturer cannot sell a ream of paper for six shillings while
his neighbour is selling it at five. For those whose business it
is to deal in paper know almost exactly the lowest price at
which it can be bought, and will not pay more than this. The
manufacturer has to sell at about the market price, that is at
about the price at which other manufacturers are selling at the
same time. When the competition among dealers is perfect, there
can be but one price in the same market : so that we may say

A Market for a ware is a place where there is such com-’
petition among buyers, and also among sellers, that
the ware cannot have two different prices at the same
time.

% Originally,” says Mr Jevons, “a market was a public place
in a town where provisions and other objects were exposed for
sale ; but the word has been generalized, so as to mean any
body of persons who are in intimate business relations and
carry on extensive transactions in any commodity. A great
city may contain as many markets as there are important
branches of trade, and these markets may or may not be
localized. The central point of a market is the public ex-
change, mart or auction rooms, where the traders agree to
meet and transact business. In London, the Stock Market,
the Corn Market, the Coal Market, the Sugar Market, and
many others are distinctly localized ; in Manchester the Cotton
Market, the Cotton Waste Market, and others, But this dis-
tinction of locality is not necessary. The traders may be
spread over a whole town, or region of country, and yet make
a market, if they are, by means of fairs, meetings, published
price lists, the post office or otherwise, in close communication
with each other.” That is, they will all pay the same price for
the same thing in the same place.. When it is said that the
price is the same for all the dealers in a market that extends
over a large district, each buyer is supposed to pay extra the
expense of its being delivered to him.

5—2
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§ 4. There are two ways in which a person may regard

', .anything that he has. He may consider its use to himself, or

he may consider what he can obtain in exchange for it. - From
the one point of view he looks at what Adam Smith calls its
value in use, from the other at its value in exchange.

The value in use or utility of a thing to a person is the
amount of pleasure or satisfaction which he derives
from possessing it. :

The value in exchange or exchange value of a thing is
the power of purchasing other goods which its posses-
sion conveys.

“Value” standing alone always means value in exchange,
and never value in use.

Value implies a relation between commodities. For instance,
the value of a pound of beef may be its power of purchasing
three pounds of sugar or five grains of gold. If sugar were to
become scarce or gold were to become more plentiful, the value
of a pound of beef might become the power of purchasing two
pounds of sugar or six grains of gold. Such a change would not
justify us n saying that the value of beef had fallen or risen,

ut only that it had fallen relatively to sugar, and risen rela-
tively to gold. But if we found that a pound of beef would
exchange for a greater quantity of almost every other com-
modity than before, we might then say that its value had risen.
Its value would have risen relatively to commodities in general ;
it would have obtained a greater purchasing power over com-
modities in general.

In every civilised country some commodity is chosen as a
medium of exchange and a measure of the value, or general pur-
chasing power, of other things. This commodity 1s generally
one of the precious metals, gold and silver; coins of fixed weight
are made of these metals and stamped by Government, and
are the money of the country. . The number of them for which
a pound of beef can be exchanged represents its value and is
called its price. If beef becomes scarce, and rises in price,
while the prices of all other things remain unchanged, there
is a rise in the general purchasing power or value of beef.

Of course the value of money itself may have fallen ; that
is, each coin may purchase less of all other commodities than
before. In that case, though the price of becf has risen, its
value or general purchasing power may have remained sta-
tionary ; the greater price for which it-is sold may only give
the power of purchasing the same amount of other commodities
as before.

In a later chapter! something will be said of the changes
that may occur in the purchasing power of money. But while

1 Book 111, chap. I. ]
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‘examining the theory of Normal value we shall, for convenience,
assume that the purchasing power of money remains un-
changed. So that a rise or fall in the price of a thing will
always mean a rise or fall in its general purchasing power or
exchange value. '

§ ‘s If things were exchanged for one another without the
use of money there would be no distinction between buyers and

* sellers; but this distinction makes its appearance as soon as
money comes into use to represent general purchasing power.

A buyer is one who wishes to obtain a particular com-
modity and offers in exchange for it a certain amount

, of money, that is, of command over commodities in

general.

A seller is one who is willing to part with a particular
commodity that he has in his possession, and demands
in exchange for it a certain amount of money, that is,
of command over commodities in general, .

The price of any commodity in a market is determined by
the eagerness of buyers on the one hand, and the eagerness of
sellers on the other. The remainder of the chapter will be occu-
pied in explaining the Law of the eagerness of buyers, or the Law
of Demand. ‘

§ 6. It is a matter of common’ experience that the larger
the stock which sellers determine to sell, the lower will be the
price at which it can be got rid of. Vice versd, the lower the .
price at which anything is offered for sale, the greater is the
amount of it which can be sold off. Examples occur to us
every day. In a good apple year, the price of apples is low ;
in a bad year it is high. At the end of the season a fashion-
able” shop sells off at a great reduction, and so gets many
customers.

These facts shew how the Utility of anything to a man, its
power of satisfying his wants, depends partly upon the quantity
of things of the same kind that he has already. The more he has
of it the less will be the utility of more of it to him. Suppose
he wants to buy some flannel. If he could not get it for
less than five shillings a yard he might be willing to buy a
single yard at this price: that is, the Value in Use or utility of
a yard to him may be greater than the satisfaction that he
could obtain by spending the five shillings in any other way.
But we may suppose that he is able to get flannel at one shilling
a yard, and that at this price he buys twenty yards. This shews
that the utility to him of the twentieth yard is not less than the
satisfaction he could get by spending the shilling in other ways;
but that the utility of a twenty-first yard would be less than
this satisfaction. In other words a shilling just measures the
utility of the twentieth yard, the final yard which he buys. To
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use M1 Jevans’ happy phrase, the Final Utility of a yard of
flannel to him is measured by one shilling.

. In speaking of the utility of a commodity we must always
have in our minds some particular amount of that commodity
and the particular person to whom it is useful.

The utility of a commodity to any one depends on the
amount of it he has at the time, and the opportunity he has or
expects to have of getting it, or other things that will serve as
substitutes for it. But further, the price which he is willing to
pay for a thing .depends not only on its utility to him but also
Qn Ais smeans; that is, the amount of money or general pur-
chasing power at his disposal. A greater utility will be required
to induce him to buy it if he is poor than if heis rich. A shilling
is the measure of less pleasure to a rich man, than to a poor one.
A rich man in doubt whether to spend a shilling on a single cigar,
is weighing against one another smaller pleasures than a poor
man, who is doubting whether to spend a shilling on a supply of
tobacco that will last him for a month. The clerk with £100 a
year will walk into business in a much heavier rain than the clerk
with £300 a year; for a sixpenny omnibus fare measures a
greater utility to the poorer man than to the richer. If the
poorer man spends the money, he will suffer more from the
want of it afterwards than the richer would. The utility, or
satisfaction, or value in use that is measured in the poorer
man’s mind by sixpence is greater than that measured by it in
the richer man’s mind. If the richer man rides a hundred
times in the year and the poorer man twenty times, then the
utility of the hundredth ride which the richer manis only just
induced. to take is measured to him by sixpence ; and the
utility of the twentieth ride which the poorer man is only just
induced to take is measured to him by sixpence. For each of
them the Final Utility is measured by sixpence ; but this Final
Utility is greater in the case of the poorer man than in that of
the richer.

§ 7. The lower the price that a man has to pay for a
thing, the more of it is he likely to buy. A fall in price will
not indeed make every purchaser increase his purchases. It
might in the case of sugar ; it would not in the case of carpets.
But a fall in the price of carpets would induce some of
the householders in a large market to buy new carpets;
just as an unhealthy autumn increases the mortality of a large
town, though many gersons are uninjured by it. For in a large
market there must be some who are doubting whether to re-
place an old carpet by a new one; and their decision will be
affected by a fall in the price of carpets. There will not be
any exact relation between the fall in price and the increase of
demand. A fall of one-tenth in the price may increase the sales
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by a th or by a quarter, or it may double them. But in
a large market every fall in price will cause an increase of
demand. -The Law of Demand then is :—

The amount of a commodity which finds purchasers in
a market in a given time depends on the price at
which it is offered for sale; and varies so that
the amount demanded is increased by a fall in price
and diminished by a rise in price. Its price measures
its Final Utility to each purchaser, that is, the
value in use to him of that portion of it which it is
only just worth his while to buy.



CHAPTER IL

LAW OF SUPPLY.

§1. IT was said in the last chapter that the exchange
value or the price of a commodity is determined by the eager-
ness of buyers on the one hand, and the eagerness of sellers
on the other. The Law of Demand is a general statement of
the action of buyers. 7%e Law of Supply, to which we now turn
has to do with the action of sellers.

The Laws concerning the action of sellers fall into two
distinct classes, according as the commodities which are sold
can be produced freely by anyone, or are monopolized. Defer-
ring the consideration of the latter, we may at present confine
our attention to things the production of which is free to all,
those which anyone may produce.

We have to inquire how a man calculates the price which
will remunerate him for producing a commodity. The inquiry is
difficult ; and therefore it will be best to consider first the simple
case of a producer who makes things with his own hands.

Let us suppose then that a carpenter is doubting whether

. it is worth his while to make boxes for sale. In calculating
the price which will remunerate him, he must allow for wear
and tear of tools, for the price of material, for interest on the
capital he has invested in tools and materials, and for rent of
his workshop. Next he must allow for his own wages. Of
course he does not pay himself wages. But he calculates the
wages he could earn by other work that is as much to his taste

" and not more fatiguing. It will not be worth his while to pro-

duce the box unless its price will repay him the first men-

tioned expenses, and afford him such remuneration for his

labour as shall not be less than these wages. This fact may be

expressed by saying that it will not be worth his while to

g‘x}oduce it, if its price is less than its Expenses of Production,
e must carefully examine the meaning of this term.
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§ 2. The production of a commodity requires 'the use
of tools, machinery, workshops, etc.; it also consumes raw
material and labour. Thus it requires capital and labour ; and
capital, as we .have seen, is the result of labour and abstinence.
Now there are two ways of estimating these various elements,

Firstly, we may regard them as so much labour and abs-
tinence. The carpenter's work in making the box involved
muscular exertion and fatigue; and abstinence from im-
mediate consumption was necessary in order to provide the
tools with which he worked. Next with regard to the wood of
which the box was made. It may have been grown on land’
that paid rent; but in order to avoid considering rent at present,
we may suppose that it was got from some of the wild forests of
South America. In this case there was clearly no rent paid for
it; but we must reckon the labour of those who cut the tree
down, and of those who brought it to the carpenter. And so on.

Then again there is another set of efforts and abstinences
of which account must be taken. The efficiency of the carpenter’s
work in making the box depends not only on the exertion which
he undergoes at the time of making it, but also upon his skill in
carpentering. And to acquire this skill, he and his teachers had
to exert themselves ; anafﬁxis parents had to use self-denial to pay
the expenses of his education. In fact his skill is Personal
Capital, which owes its existence to labour and abstinence. Thus
then the production of the box is the result of a great number of
efforts and abstinences undergone by different people at different
times. .

It will be convenient to have a collective name for all these
efforts and abstinences reckoned together. This is found in the
term “Cost of Production.” '

The Cost of Production of a thing then consists of
the efforts and abstinences required for producing it.

The carpenter, however, in deciding whether to make the
box or not, would not care to examine all these efforts
and sacrifices; he would decide in a much easier way. He
would calculate what it is proposed to call its Expenses of
production. He would, as we have seen, want to know what
prices the various efforts and sacrifices in question would com-
mand in the open market; he would want to know what price he
would have to pay for his material, what wages he could obtain for
his own labour, what was the rate of interest at which he could
borrow such capital as he wanted, and so on. These various sums
of money when taken together may be called the Expenses o{ -
Production of the box. It has already been seen that the worl
of man in production consists really in moving things and re-
arranging them ; so that the work of taking a box to market is
as much productive as that of making it The Expenscs of pro-
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duction of a box when offered for sale in' any market-include
therefore the expense of carrying it to that market. We may
then say:— -

The Expenses of Production of a thing in a market are
the sum of the prices of the efforts and sacrifices which
are required for its production there: or, in other words,
the sum of the expenses which would have to be incurred
by a person who should purchase them at their market
prices.

§ 3. The carpenter would decide to make boxes if the price
which he could obtain for them exceeded their Expenses of pro-
duction; and other carpenters in similar circumstances would do
the same. Thus the supply of boxes would be increased ; and
the increased competition of sellers would lower the price of
boxes towards their Expenses of production. If many carpen-
ters thought that the demand for boxes would continue to be
large relatively to the supply, and that therefore the price of a
box would long remain greater than its Expenses of production ;
then they would not only keep to the box-making trade them-
selves, but also bring up their sons to the work. By so doing
they would increase the supply of boxes, and then perhaps the
increase might be so great as to force down the price below the
Expenses of production.

If the price falls below the Expenses of production, carpen-
ters will seek every convenient opportunity of turning to some
other occupation. Those who were specially skilful in box-
making would indeed lose the benefits of this skill if they sought
another employment. But some would gradually leave the trade,
and carpenters would not bring up their sons to it. So the
supply of boxes would be lessened; the competition of sellers
would diminish and that of buyers would increase until the
price was again brought up to the Expenses of production.

§ 4. The carpenter then working with his own tools, raw
material, etc., calculates the Expenses of production of a box,
including his own remuneration among them, that is, including
what he could earn in other ways by labour that was equally
difficult and equally attractive to him.- If now we look at an
employer who has men to make boxes, we find that he will
calculate the Expenses of producing a box very nearly as the
carpenter would. He would have to arrange for making
payments not only for his raw material, etc., but also for the
wages of those whom he employed. And he would have to allow
for the remuneration of his own labour in managing the business
—his own Earnings of Management', as we may say—just as the
carpenter had to allow for the remuneration of his own work:

1 These are sometimes called ¢ Wages of Superintendence.”
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At a later stage we shall see that there is a market for business
ability very much as there is a market for carpenters’ work ; that ..
an employer gets to know the value of his own time, the Earnings
of Management which he may fairly expect to get, almost as exact-
ly as a carpenter knows what wages he may expect. He generally
reckons these Earnings together with the interest on his capital ;
he calls the two together “profits ;” and expects to make a certain
rate of profits in his business. He expects to have returned to
him with profits all his Circulating capital, such as raw material,
which is consumed in a single use, and the wages which he pays
away. And he expects to receive profits, together with an allow-
ance for Depreciation, on his Fixed capitall, Depreciation in-
cludes the wear 'and tear of his buildings, machinery, etc, and
their tendency to become obsolete through the progress of in-'
vention, and the changes of trade. .

The interest which he expects to receive, depends not only on
the amount of capital invested, and the annual rate of interest ;
but also on the time which elapses between his making each out-
lay on the production of goods and his receiving the price of
these goods. Let the rate of interest be five per cent. a year.
If then he spends £100 in the production of a thing one year
before it is ready for sale, there will be a corresponding sum of
435 to be reckoned under the head of interest in its Expenses of
production. But if he has to spend the 4100 two years before
the thing is ready for sale, the corresponding sum to be reckoned
under interest would be £10; or, at compound interest, some-
thing over £10.

In deciding for instance whether to make some boxes, the
manufacturer calculates the price that he will get for them, and
he calculates their Expenses of production. He makes a definite

_allowance for the remuneration of his own labour just as the
carpenter does for his. He reckons in these expenses not only
the outlay of money that he will make, but interest on this out-
lay together with his own Earnings of Management, or more
strictly, profits. If he sees his way to getting a price that will
cover these Expenses of production, and therefore give him
adequate profits, he is content and continues his production.
‘If he sees his way to getting a still higher price, one which will
afford him exceptionally high profits, he strains every nerve and
borrows more capital in order to extend his business and increase
his supply. But if he expects that the price will be less than
these Expenses of production and therefore not afford him
adequate profits he checks his supply, and perhaps begins to
think about directing his capital and Kis energies to some other
branch of production.

! See Book 1. ch, 111. § 7.



Y
e

76, BOOK IL ' CHAP. IL §5—7.°

§5. Thus we see that the intetest of every producer of a
commadity is always to calculate the amount of it that is being
produced for market. If this amount seems likely to be small
so that its price will rise above its Expenses of production, he
will produce as much as he can, so as to derive as much benefit
as possible from the high price which he anticipatés. If] on the
other hand, the amount brought to market seems likely to be so
great that its price will fall below its Ex})enscs of production,
then he will check his own production so far as he conveniently
can. So that if the price of a commodity is likely to be higher
than its Expenses of production, it is the interest of each
producer to do what he can to increase the supply; and the
effect of this is to lower the price towards its Expenses of
production. And if its price is likely to be lower than its
Expenses of production, it is the interest of each producer to do
what he can to check the supply; and the effect of this is to
raise the price towards the Expenses of production, That is
to say :— ‘

Every producer of a commodity calculates the price at
which he will be able to sell it, and the Expenses of
producing it., He thus determines whether to increase
or diminish his production. If there is free competi-
tion, that is, if he is not acting in combination with
other producers, he increases or diminishes his supply
according as the price of the commodity seems likely
to be greater or less than its Expenses of production.
Thus he is led by his own interests to act in" the
same way as he would if his only object were to
regulate the amount produced so that it could just be
sold off at a price equal to its Expenses of production.

This Law of Supply may be called the Law of Normal
Supply, because it refers to the results that are in the long run
brought about by free competition. Of course all the Expenses
of production of a thing are themselves liable to vanation.
Wages may rise and fall, the rate of interest may rise and fall ;
and so on. But we shall presently find that with some excep-
tions these Expenses are themselves governed in the long run
by Economic Laws; and we shall presently get to understand
what is meant by the Normal wages, the Normal rate of interest
and so on. The Expenses of production with which we are
here concerned are these Normal Expenses.

§ 6. In the above illustration it was assumed that if the
trade of box-making became exceptionally profitable, a great
many people would begin to make boxes, or would make more
boxes than before: that is, it was supposed that the box-making
trade is open to free competition.

We might have supposed that the hoxes were of a peculiar
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kind and, patented, so that only one person had the right of
making them: or that all the box-makers combined together,
and not only kept new comers out of the trade, but also agreed
among themselves as to how many boxes they would make. In
these’ cases the supply would not be governed by the Law
of Normal Supply. The supply might be small, and the price
very much above the Expenses of production, and yet producers
might not increase, but rather diminish the supply so as to raise
the price still further. This could not happen if competition were
free, because then any one who checked his production when
prices were exceptionally high, would lose by so doing. For
others would go on producing fast, and before long the price would
fall, and his opportunity of making boxes and selling them at
a high price would have passed away. Every one must make
hay while the sun shines, because he cannot make it shine when
he wants to. Under free competition a single producer cannot
control prices; and therefore each one tries to get as much
profit as he can out of the time of high prices; he makes and
sends to market as many goods as he can whenever their price
is above their Expenses of production.

7. The Law which regulates Normal value follows at once
from the Law of Normal Supply. Whenever the price is above
the Expenses of production, there are forces at work tending to
bring it down; whenever the price is below the Expenses of
production, there are forces at work tending to raise it. Just as
when a weight is suspended by a string, if the weight is dis-
turbed towards the left from its position of equilibrium, or rest,
the force of gravity at once tends to make it swing back. Soon
it does swing back to its position of rest; but it does not stop
there ; it moves on to the right, and then the force of gravity
makes it swing back to the left, and so on. If frequently
disturbed, it will hardly ever remain in its position of equi-
librium, but will always oscillate about it.

The Normal price, or as Adam Smith says, “the natural
price is as it were the central price to which the price of
every commodity is continually gravitating, Different accidents
may sometimes keep them suspended a good deal above it, and
sometimes force them down even somewhat below 'it. But
whatever may be the obstacles which hinder them from settling
in this centre of repose and continuance, they are constantly
tending towards it.” And the Law of Normal Value is:—

The Normal value of a thing in any market, or, that value
which would on the average, be brought about by
the undisturbed action of free competition among its
producers, is equal to its Expenses of production there,
Whenever the value is below this level, forces are
brought into play which tend to raise it ; whenever it is
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" above this level, forces are brought into play which tend
to lower it. The value of a commodity is in equilibrium
and has no tendency either to rise or to fall when the
amount produced can just be sold at a price equal to its
Expenses of production.

But this law is not complete because it takes no account of
the fact that the Expenses of production are not fixed, but de-
pend upon the amount produced. To this point we shall return!,

. It follows from this Law that things whose Expenses of pro-
duction in any market are equal, tend to have the same exchange
value ; and to exchange for one another in that market. For
the sake of brevity it is usual to omit all mention of the place
in which the exchange is supposed to be made; but whenever
we speak of the relative exchange values of two commodities we
must have in our minds some one particular place in which
we suppose them to be exchanged. If the value of salt is com-
pared with that of tin, it makes a great difference whether the
market to which reference is made is near the Cheshire salt
mines or the Cornish tin mines.

§ 8. So far nothing has been said of the way in which
Insurance against risk enters into Expenses of production.
Insurance against the destruction and the depreciation of
capital may perhaps best be included under the head of wear
and tear of buildings, machinery, etc. Prudent manufacturers
generally insure their premises against fire by paying to an
Insurance Company a premium which they count as one of the
necessary Expenses of their business: and they make a yearly
allowance for the depreciation of their machinery through the
constant tendency of invention to render obsolete that which is
old. A prudent shipowner, if he does not pay a premium to
underwriters to insure his ship on each voyage, puts by a fixed
sum annually to form an insurance fund of his own.

Secondly, there is the risk of having to sell the pro-
duce at a loss. For instance, iron and other things have often
to be sold for less than their Expenses of production when
trade is suddenly depressed; and a change of fashion may
have the same effect on articles of dress. But the Law of
Normal Value makes allowance for this risk once, and if In-
surance against it is made under a separate head, it is really
counted twice over; for the chance that the price of the com-
modity may fall below the Expenses of production is of the
same kind as the chance that the price may rise very high.
When the average price at which it is sold is computed, the low
prices are reckoned in together with the high prices. The
trade is therefore a remunerative one if this average price

1 See Book 11, chap. V. § 3.




- ,LAW OF SUPPLY. - - 79
covers the Expenses of production, without any separate allow-
ance being made for the insurance against the risk of a fall in

rice, : ! ‘
P § 9. Itis important to remember that there is no necessary
connection between the selling price of any individual thing |
and its Expenses of production; the connection is between the °
Expenses of carrying on a certain process of production and the
total sum that is received by selling the products. There is
no connection between the Expenses of a fishing boat on any :
excursion and the price which is got for its haul. The haul may
be bad, and the price got for it much below its Expenses of
production, or the haul may be good and the price much above
these Expenses. What the Law of Normal Value states is that
the total price got for the fish must in the long run, taking good
and bad hauls together, cover the Expenses of the boat.

The price of every individual thing is, as we saw in the last
chapter, limited by its value in use to the purchaser. If a boat
brings back only a few fish, only a small price can be got for the
catch. So again,the value in use of a bell witha flaw in it is very
little; it can be used only as old metal and therefore its price
is ‘only that of the old metal in it. When it was being cast the
same trouble and expense were incurred for it as for other bells
which turned out sound. Its Expenses of production were the
same as those of sound bells: but they have great value in use
and are therefore sold at a high price. The price of each
particular bell is limited by its value in use : what the Law of
Normal Value states is that the price of cracked bells and
sound bells together must in the long run cover the expenses
of making bells. .

§ 10. [The main outline of the Law of Normal Value
was worked out by Adam Smith and Ricardo. = They were
careful to guard against implying that the price of each
individual thing is equal to its Expenses of production; but
still this mistake has beeri made. This mistake has indeed
led some people to approve a proposal made by Mr Carey, to
say that the Value of a thing 1s equal to its Expenses (or, as
he says, Cost) of reproduction.

It is quite true, as Mr Carey says, that when a new invention
has very much diminished the difficulty of making, say, a steel
rail, no one will pay for an old steel rail a price equal to the
expenses which were incurred in making it by the old method.
He seems to think that they will always pay for it a price equal to
the Expenses of its reproduction, that is of producing a similar
rail by the new method. But this is not the case. 1f trade has
become suddenly bad, and iron-masters have many steel rails
on hand, no one will pay for a steel rail a price equal to its .
Expenses of reproduction ; because rails are being sold for less.
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‘Again, no one will pay for a bell with a flaw in it, o1 1ress
that has gone out of fashion, the Expenses of its reproduction,
When fashion is displacing broad ribbons by narrow, broad
ribbons sell for less, and narrow ribbons sell for more than their
Expenses of reproduction. Gunpowder in time of war and
quinine in time of fever often fetch more than their Expenses
of reproduction.
If the phrase “ Expenses of reproduction” were substituted
for the phrase “ Expenses of production” in our Law of Normal
" Value, the meaninig of the Law would not be altered by the
change. For the Expenses of reproduction of a thing are in
the long run the same as its Expenses of production. The
statements that value must be equal to Expenses of production,
and that it must be equal to Expenses of reproduction, are equally
false when they refer to thc market value of any individual
thing, and equally true when they refer to the Normal Value
about which the market value oscillates. The advantages of
the two phrases are so far about equally balanced: but the
phrase Expenses of production has this very great advantage
over its rival, that it calls attention to the way in which the
difficulty of producing a thing determines supply in the farst
instance, and value in the second. Producers debating whether
to increase their supply of a commodity do not inquire whether
the price they get for it will cover its Expenses of reproduction,
but whether the price will cover its Expenses of production.]




CHAPTER III.

RENT.

§ 1. IT remains to inguire how the Expenses of production
of a commodity may be affected by the payment of rent for the
land on which it is produced; but before doing this it will be
well to take up our account of the rent of land where we left it
at the end of the first book. Rent was then defined as that pay-
ment for the use of land which the owner can obtain by free
competition for lending out the use of it to others. We have
now to inquire how the amount of this rent is determined in any
particular case.

Suppose a farmer to have /500 which he is thinking of
applying in extra cultivation of his farm ; and to have calculated
that it will only just answer his purpose to do so. He has
calculated, that is, that if he applies this extra 4500 he will,
after paying for labour, seed, taxes, &c., get an extra net produce
of the value of about say £40; i.e. at the rate of 8 per cent. on
the extra outlay. This is, we suppose, just sufficient to remu-
nerate him: so that if he expected to get less, the chance of
the improvement turning out unsuccessful and the prospect of
additional trouble in working it, would induce him to invest the
money in railway stocks or some other securities.

He hears at this time that a small adjacent farm of 50 acres
is to be let, and he is asked what rent he would be willing to pay
for it. His £500 would just be enough for working this farm,
and he could work it with the same trouble that it would give
him to apply the extra £500 to the farm he already has. He
calculates that taking one year with another he may expect to -
get from it £100 worth of net produce after paying for labour,
seed, taxes, &c.

So he will pay just £60 rent for the use of this land. If he
can get the land for this he will take it: but he will not give
any more for it ; and it will not be likely to be worth any one
else’s while to offer more. So the landlord cannot get more than
this for it. If he puts up the fan'n to competition and plays off

M. [}
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one farmer against another, he may just get £60; and this is
then the competition rent, or as it is sometimes called the
Economic rent of the farm. Many disturbing circumstances
such as custom, the absence of an active spirit of competition on
the part of the farmers, generosity or sluggishness on the part of
the landlord, may cause the actual rent to be less than this. But
£60'is the rent that will be obtained, if there is a perfectly good
market for the hire of land : that is, if on the one hand the land-
lord exerts himself to get the best rent he can for the land, and
on the other hand there are competent men in the neighbour-
hood who are ready to rent farms.

§ 2. This illustration shews us that

(i) The Economic rent of a piece of land is found by
subtracting from the value of its annual produce an
am%unt sufficient to return the farmer’s outlay with
profits.

Of course allowance must be made for the risk of bad har-
vests : this is done by assuming that the harvest is an average
one. It must also be supposed that the farmer has neither more
nor less skill and enterprise than most others in his neig bour-
hood, or as we may say, that he is an average farmerl, The
rent then is the surplus return which the land gives in an average

- harvest, after repaying the average farmer’s outlay with profits,
provided he has applied so much capital to it as to make this
surplus return as large as he can, If he has applied less than
this amount of capital some one else who intends to apply more
than he has done, and thus obtain a larger surplus return, may
offer to gay a higher rent.

Further the above illustration shews that :

(ii) The amount of produce which a farmer must retain
in order to be remunerated for his outlay, can be dis-
covered by observing what amount of additional return
is just sufficient to induce him, or another farmerin the
same neighbourhood, to apply extra capital to his land®

1 A farmer of more than ordinary ability ought in justice to retain for
himself that portion of the net produce of the land which is due to his
exceptional qualities. Such a farmer is almost certain to improve his
land, and invest capital in it in various ways. His landlord has the
power of raising his rent above that which the land could have paid, if
it had remained in the hands of an ordinary farmer, by the threat of
ejecting him without compensation for his improvements. But this is
very seldom done in England.

3 The first of the theory was known to Economists before Adam
Smith’stime. It is commonly, though perhaps erroneously, supposed that
he had no knowledge of this second part. Ricardo did more towanls
working out the second part than any one else: but he did not inventit,
and the form in which he statedsit is open to some exceptions.
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That is, it can be.discovered by observing the Return to his
last Dose of capital. The return to this'dose remunerates him,
but only just remunerates him ; therefore if he retains for him-
self as many times this return as he applied doses, he will just
be remunerated for applying them. Therefore to find his rent,
this return must be multiplied by the number of doses he applies,
alll\d then subtracted from his total produce. The Law o t
then is :—

If a farmer applies as much capital to his land as he
profitably can, his rent is what remains after deducting
from his total produce the return to his last dose
multiplied by the number of doses he applies?.

1 In Book 1. Chap. iv, § 3 it was shewn that if the doses of capital
which a farmer applies to a given piece of land are measured along the
line Ox, the returns due to the several doses can be represented by the
figure OPQM. It was also shewn that, on account of the Law of
Diminishing Return, when a certain number of doses have been applied
to the land, the returns to these doses must diminish; that i1s the
line 2Q must gradually approach Oa.

This diagram may be used to represent the theory of rent. After
the farmer has applied a considerable number of doses to the land, the

z

returns will be%in to diminish. A point will be reached at which the
return due to the last dose only just repays the farmer for applying it.
At this point he will stop. Let each dose be £10, and let the last §ose
which it is worth his while to apply, be the fortieth. Suppose that this
fortieth dose is represented on the figure by the point A7; so that /Q,
the return due to it, is just sufficient to repay the farmer for applying a
dose of £10.

Since the return to this dose just remunerates the farmer, the returns to
the other doses must more than remunerate him. For instance, SV being
the return to the dose at &, draw Q7R parallel to Ox cutting SV in
T and OPin R, then N7 is equal to QM, and therefore N7 is that
portion of the return due to the Mth dose which is required to remune-
rate the farmer for applying that dose ; 7S is surplus produce which the
landlord can claim as rent. So if we draw vertical lines from other points
in Ox, the portions of them that lie between Ox and £Q will be those

6—2
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. § 3. It may happen that there is in the neighbourhood waste
land for which no rent ¢an be obtained. The return to the
capital applied to this land remunerates, but only just remune-
rates, the farmer. So that in this case we may say that

The amount of produce which a farmer must retain
in order to be remunerated for his outlay, is equal to
the produce that could be raised by the same amount
of capital from an adjacent piece of land that pays no
rent. - .

The Law of Rent may therefore be stated thus :—

The rent of a piece of land is the excess of its produce
over the produce of an adjacent piece of land which
is cultivated with an equal amount of capital, and
which would not be cultivated at all if rent were de-
manded for it.

Land that is cultivated, but is so poor as not to be able to
pay any rent, is often spoken of as on the Margin of cultivation.
] 4. ‘Whenever the increased demand for food causes a rise in
the value of agricultural produce, it causes a twofold rise in the
rent of land. As the value of food rises, the amount of it which
is necessary to remunerate the farmer for his outlay diminishes:
and therefore the surplus portion of the produce, which the
landlord can claim as rent, increases in amount. And as
each part of this surplus rises in value the value of the rent
is raised twice, once in proportion to the increase in the
amount of the produce which goes as rent, and once in pro-
portion to the rise in value of each part of it.

In a country in which there is any uncultivated land, an
increase in the demand for food causes an extension of the
Margin of cultivation, at the same time that it causes a rise in
the rent of land. In such cases it is sometimes said that the
rise in rent is caused by the extension of the Margin of culti-
vation. But this is incorrect.: the two changes are the effects
of the same cause: viz. the increase in the demand for food.

On the other hand when a diminution of the demand for food,
or increased facilities for its importation cause a fall in its value,
there is a twofold fall in rent. For the amount of agricultural
produce which is necessary to remunerate the farmer for his

portions of the returns to the corresponding doses of capital that are re-
uired to remunerate the farmer. And those portions which lie between
Q and PQ will be surplus portions which the landlord can clainx as rent.
If now we suppose, as we did béfore, that these vertical lines are
thick lines, so that altogether they fill up the space POMQ; then
POMQ represents the total produce of the land. In the same way
ROMQ represents the farmer s share of the produce ; and PRQ repre
sents the surplus portion of the produce which the farmer has to pay to
the landlord as rent.




"RENT.. 5 g5

outlay increases; and therefore the surplus portion which
the landlord can claim as rent diminishes. And as each part
of this surplus falls in value, the value of the rent is lowered
twice, once in proportion to the diminution in the amount of the

produce which goes as rent, and once in proportion to the fall in - .

value of each part of it.

But the effect of increased facilities for the importation of
food in lowering rents can only be temporary. The ease with
which it enables labourers to obtain an ample supply of food
" increases the growth of population and wealth; so that before
long the farmers will find the demand for milk, vegetables, hay,
straw and other produce, which cannot easily be imported from
distant countries, much greater than it would otherwise have
been ; and the demand for other kinds of their produce not
much less. After the repeal of the Corn-laws in 1848, it was
expected that the free importation of corn would make rentsfall ;
but their repeal has caused an enormous increase in England’s
wealth, and rents are very much higher than they were then.
At the present time however, the great development of wheat
fields and railways in the north-west of America, and the newly
discovered methods of importing fresh meat, are lowering the
prices of corn and meat ; and threatening to cause a fall of rents.
It is difficult to estimate the effect of these permanent causes of
depression because they are much overlaid by three tempora
causes —firstly a succession of bad harvests in England ; second-
ly “railway-wars ” in America leading to extremely low rates of
freight ; and thirdly a great falling off in the demand for meat,
especially on the part of the working classes, occasioned by the
present commercial depression.

In a country which imports a great deal of food, an increase
in its production at home will not much affect its price; and
therefore an improvement in the arts of production will make
but little change in the amount of the produce which is required
to return the farmer’s outlay with profits ; nearly the whole of the
increase will go to the landlord in the form of higher rents.

In a country which produces its own food, the immediate
effect of a sudden improvement in the arts of cultivation would
be to lower the price of agricultural prodice, to make it
unprofitable to apply so much capital as before to good land,
and to throw some land out of cultivation. It can be shewn
that if the fall in price did not at once lead to an increased
demand for food, the part of the produce which goes to the
landlords — their “ corn-rents ” — would probably fall! ; and that

1 Mill, after Ricardo, says they would certainly fall. He assumes
that the cultivated part of a country consists of three qualities of land,
yielding at an equal expense 6o, 80, and 100 bushels; and he then
shews that an improvement whichincreased the return to each dose of
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their rents measured in money would certainly fall. Afteratime

" however the growth of pepulation would cause such a demand

for food that its value would rise to its old level : no more corn
than before would be required to return with profits each dose of
the farmer’s capital, more capital would be applied in cultivation
than before the improvement, and there would be a very great
increase of rents.] )

.[§ 5. It has already been seen that the Law of Diminishing
Return does not apply to mineral produce in the same way as it
does to agricultural. For this reason the theory of the rent of
land cannot be applied directly to mines, It is true that the rent
of a mine is the excess of the value of its produce over that amount

_which is required to return with profits the capital of those who

rent the mine; and we can determine what this amount is
by discovering how much produce could be obtained by this
capital if it were applied to a mine which is being worked but
for which no rent is paid. (Just before a mine is abandoned it
passes, as a rule, through the stage of being worked, but yield-
ing no surplus from which rent can be paid.)

But it 1s not true of a mine as it is of a farm that this rent is
a fixed annual payment. There is a certain maximum net
surplus which can be got from a farm by applying just the right
amount of capital to it, and the rent is fixed so as to be equal to
the value of this surplus in an average harvest. It is the busi-
ness of the tenant to apply the capital requisite for obtaining this
net surplus ; the landlord has no further concern in the matter,
than to see that the tenant does not leave the land in a worse
condition than he finds it in. And farming contracts are all
subject to a general condition that the land is not to be im-
poverished by the tenant.

But contracts for the rent of mines cannot be subject to this
condition, because a mine is impoverished whenever ore is taken
from it. The owner must therefore take care that those to whom
he leases it do not work it so as to raise a very large amount
annually without paying him a rent equivalent to the deterioration
of his property. This deterioration may be regarded as the
diminution of the power that the mine has of returning to capi-
tal surplus profits over and above the ordinary trade profits :
and corresponds therefore to the surplus profits which the lessees

capital by one-third, would lower corn-rents in the ratio of 6o to 53i.
But the distribution of fertility in a country might be such that we
should rather suppose it to consist of three qualities yielding at an equal
expense 6o, 65, and 115 bushels; and in that case the improvement
would raise corn-rents in the ratio 6o to 66§. Problems of this kind
cannot be properly treated by numerical illustrations; they can be
solved easily and completely by the aid of mathematics or of diagrams
like that given in the present chapter.
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CHAPTER 1IV.

_RENT IN RELATION TO VALUE.

§ 1. WE may now consider the relation of rent to Expenses
of production and to value.

We have seen that the Normal value of a thing, or that
value which would on the average and in the long run be
brought about by the undisturbed action of free competition
among its producers, is equal to its Expenses of production.
But this Law requires further explanation, because it often
happens that different portions of the same commodity have
different Expenses of production. We shall find that its price
is then regulated by the Expenses of production of that portion
which is raised under the most unfavourable existing circum-
stances.

Suppose for instance that, with an average harvest, ten
million quarters of corn are raised in England, and that the
Expenses of production of the last million quarters are at the
rate of 50s. a quarter. If the farmers had expected to get less
than 5os. a quarter they would not have raised these last
quarters. And since they find it worth their while to raise the
whole ten million, we know that they get 50s. for each of the
last million. And in the same market there can only be one
price for one and the same commodity. Therefore the average
price of all the corn in the market must be 5os.

The Expenses of production of some of the corn may have
been only 30s. a quarter. The sos. got for a quarter of this
corn is divided into 30s. which goes to the farmer, and 2as.
which, as we have seen, goes to the landlord as rent. And if a
person looks at this corn he may argue that its whole Expenses
of production were 3os. to cover the farmer’s outlay and 20s. to
pay his rent, and that therefore rent enters into the Expenses
of production of this corn. He would be right if he meant

’
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only that the Expenses-of production of this particular quarter
of corn cannot be found by merely reckoning up the wages and
profits of the labour and capital that were spent in raising it.
But he would be wrong if he meant that the selling price of
corn was governed by the rentthat has to be paid for the use
of land. He would then be mistaking cause for effect, and
effect for cause. Rent is not the cause of a high price of corn,
but its effect. The price of corn must be on the average just
high enough to cover the Expenses of production of that portion
of it which is raised under the most unfavourable conditions.
The amount that is raised, and the price at which it is sold,
are -thus governed by the numbers of the population which
demands corn on the one hand, and by the amount of fertile
land, which is the source of supply, on the other. The price
is determined by the Expenses of production of that which
is raised under the most unfavourable conditions and which pays
no rent. The rent is governed by the excess of this price over
the Expenses of production of the other produce that the
farmer raises more easily. Ricardo taught that Rent -does
not enter into Expenses of production. By this he meant that:—
The Normal value of a commodity is equal to the
Expenses of production of that portion of it which is
raised under the most unfavourable existing circum-
stances, and which pays no rent. Rent does not
determine the Normal value of produce; but is
determined by it.

[§ 2. It has often been said that the doctrine, Rent does not
enter into Expenses of production, applies to raw produce but
not to manufactured. This statement requires to be interpreted
carefully. For it is as true of manufactured as of agricultural
produce that its price must equal the Expenses of production of
that portion of it which is raised under the most unfavourable
existing circumstances, and pays no rent. It may be said that
every manufacturer in England pays ground-rent. But it is no
less true that every hop-grower in England pays rent. The
price of hops must be equal to the Expenses of production of
that portion of his crop which is due to his last doses of capital—
those doses which Ke is only just induced to apply to the
land,—and though other portions of his crop pay rent, this
portion does not. As the hop-grower reckons how much
capital it will answer his purpose to expend on an acre of land,
s0 a man building a woollen factory reckons how much capital it
will answer his purpose to expend on a yard of building ground.
If he is building a new factory, he will weigh against one
another the advantages of building it (say) three or four stories
high. He may think that the advantages and disadvantages of
the fourth story are nearly balanced. That is, he may think the
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extra cloth that he will obtain by having a fourth story, will on
the whole just cover its Expenses of production including profits
on the capital invested in building the fourth story, but not
including any ground-rent. He must pay the ground-rent
whether he has three stories or four ; so that if he decides on
having the fourth story, the extra cloth due to it will be cloth
which he has only just been induced to produce, cloth produced
under the most unfavourable existing circumstances, cloth
which pays nq ground-rent.

It is true that a manufacturer when making up the profit and
loss account of his business would count his rent among his
expenses, If the ground-rent in, say, Leeds rises, a manufac-
turer finding his Expenses of production increased may move
into the country, leaving the land on which he used to work to
be built over with shops and warehouses, for which a town
situation is more valuable than it is for factoriesl. For he may
think that the saving in ground-rent that he will make by moving
into the country, together with other advantages of the change,
will more than counterbalance its disadvantages. Ina discussion
as to whether it was worth his while to do so, the ground-rent
of his factory would be reckoned among the Expenses of pro-
duction of his cloth.

This is true. But it is no less true that in making up the profit
and loss account of the cultivation of land, the farmer’s rent must
be reckoned among his Expenses. A hop-grower, for instance,
may find that on account of the high rent which he pays for his
land, the price of his hops will not cover their Expenses of
production where he is; and may abandon hop-growing, or
seek other land for it; while the land that he leaves may
perhaps be let to a market-gardener. After a while again the
demand for land in the neighbourhood may become so great
that the price which the market-gardener obtains for his produce
will not pay its Expenses of production, including rent; and so
he in his turn makes room for, say, a building company.]

1 This process is actually going on. When steam came into use
some industries that had been scattered throughout the count\;y where-
ever water-power was to be had, were brought together into a few large
towns. Now there is a change in the opposite direction, and many of
these towns are becoming the commercial centres of manufacturing
districts.




CHAPTER V.

INFLUENCE OF DEMAND ON VALUE.

§ 1. A CHANGE which affects the Expenses of production of
all commodities in like proportion does not alter the purchasing
ower of one thing relatively to another; it does not alter values.
l1)"01- instance if interest on capital were an equally important
element in the Expenses of production of all commodities, a rise
or fall in interest would not affect values. But in fact interest is
a very large element in the Expenses of production of some
things, and a very small element in those of others. It is a large
element in cases in which a great deal of Fixed capital is used,
particularly if, as happens in some kinds of mining, much of it
has to be sunk a long time before any return can be got for it
Again the manufacture of lace by machinery requires much
Fixed capital, and interest enters as a very important element
into its Expenses of production. On the other hand the
Expenses of production of hand-made lace consist almost
exclusively of wages; interest enters into them to a very insig-
nificant extent. A fall in the rate of interest would then lower
the value of machine-made relatively to hand-made lace.
Another cause which may alter the Expenses of production, and
therefore the Normal value of a thing, is the discovery of an
improved method of making it. Another is a change in the .
Normal rate of wages of some class of workmen who are
engaged in making it. Another is a change in the difficulty
of producing it, occasioned by a change in the amount of it
that is produced. The effects of this last cause will be
examined in the present chapter.

§ 2. We have already seen that some commodities obey the
Law of Increasing, and others that of Diminishing Return. For
instance, the more capital and labour are applied to watch-
making, the smaller will be the difficulty of producing a watch.

1 Book I1. ch. ii. § 4.
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A teml;:orary increase in the demand for watches will no doubt
raise their price, thus raising the wages of labour and the profits
on capital in the trade above their Normal level. But a slow
and gradual increase in the demand will bring with it a
corresponding supply of labour and capital in the trade, so
that wages and profits will remain at about their Normal
level. And meanwhile advantage will be taken of those
various economies which arise, as we have seen, from
increased division of labour and. production on a larger scale.
Thus a gradual growth of the demand for watches will diminish
their Expenses of production and therefore their Normal value.

On the other hand an increased supply of raw produce,
however gradually it may be called forth, is almost sure to obey
the Law of Diminishing Return. It may indeed happen that
‘the new demand leads to openings up of fresh sources of supply,
and to improvements in the arts of production ; but the general
progress of knowledge would in any case have done much
towards bringing about such changes. And on the whole,
an increase of demand for raw produce seems.almost always to
increase the difficulty of producing it, and therefore to increase
its Normal Expenses of production, and therefore its Normal value.

Adam Smith pointed out that in an uncivilised country
wood and meat and leather and milk are of low value
relatively not only to manufactures, but also to corn. For
where there is an unlimited supply of land, trees can be
cut down and animals can be reared without the steady
work, so abhorrent to uncivilised races, that is required for the
cultivation of corn. Gradually, as civilisation progresses, the
increasing scarcity of land, and the increase of capital and
patient industry causes the Normal value of wood and
animal produce to rise relatively to that of corn, at the same
time that the Normal value of corn rises relatively to that
of manufactured commodities. Among some savage races
and occasionally where there is a sparse civilised population,
a pound of meat exchanges for less than a pound of corn. But
in England even before the repeal of the Corn Laws a pound of
meat was worth two or three pounds of wheat. And now that
the artificial obstacles to the importation of corn are removed,
while the natural hindrances to the importation of fresh
animal food are not yet surmounted, the difficulty of obtaining
wheat has fallen still further relatively to that of obtaining meat ;
so that now a pound of good meat will purchase about seven
pounds of wheat. .

§ 3. We are now in a position to see what is the nature of
the influence which Demand exercises on Value. There is
one exceptional case in which value is determined entirely
by demand. This is the case of a commodity which is fixed in
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amount, as for instance, Raphael’s pictures. Their price depends
on the desire that people have for such pictures, and the means
at their disposal for purchasing them. According to the Law
of Demand the price of a commodity “measures its Final
utility to each purchaser, that is, the value in use to him of that
portion of it, which it is only just worth his while to buy.” The
greater the number of pictures, the less will be the competition
among purchasers for them, the less will be the price which
measures their value in use to those who are only just induced
to ‘{)urchase them. In this exceptional case in which the supply
is fixed, the price is determined solely by the utility of the thing;
Demand is the sole regulator of value.

The opposite extreme case very rarely occurs; it is that
in which the Normal Expenses of production are fixed ; that is,
are the same whatever be the amount produced. In this case
Normal valye is determined by Expenses of production alone,
The part which Demand plays here is to determine the amount
produced. If no one will pay for the thing a price equal
to its fixed Expenses of production, the thing will not be made;
-so that even in this exceptional case Demand is a condition of
value. And if there are any who will give this price, the
amount produced is determined by the condition that its value
in use to those purchasers who are only just induced to buy it,is
measured by this price.

But in the case of most commodities it is not true either that
the amount produced is fixed, or that the. Expenses of pro-
duction are fixed ; and therefore as a rule, Demand is one,
but only one of the causes that determine value. An increase
of Demand increases the amount produced, and this alters the
Expenses of production; so that value depends partly on
Demand, because Normal value is equal to Normal Expenses
of production, and Demand is one of the determining causes of
these Expenses. The Law of Normal Value! requires then
to be supplemented by the statement that:—

The Normal supply of a commodity is such that its
Normal Expenses of production equal the price which
will call forth a demand for this amount; and the
price so determined is the Normal price.

The Normal price of a commodity is therefore not fixed, but
may rise or fall slowly. And we shall presently see how
meanwhile the Market price oscillates with comparative
rapidity up and down on either side of the Normal price ; just
as a cork floating on the surface of the water oscillates quickly
up and down with every passing wave on either side of the
mean level of the water, while that mean level itself is rising or
falling slawly with the flowing or ebbing tide.

1 Book 11. ch. ii. § 7.



CHAPTER VI.

DISTRIBUTION,

§ 1. WE have seen that the Expenses of production of a
commodity may be reckoned in such a way that rent does not
enter into them. The remaining Expenses may be classed as
wages, profits, the expense of raw material, and other Circulating
capital, the wear and tear of Fixed capital, and taxes. For
instance, the Expenses of making a box, putting aside rent and
taxes, may be classed as firstly the wages of the carpenters who
made it and the profits of the manufacturers, by whom they
were employed ; secondly the price of the wood, hinges, lock and
_‘other Circulating capital that was used up in making it ; and

thirdly the wear and tear of the buildings, machinery and
other Fixed capital employed.

But all these may, as a rule, be classed as wages and profits.
For the repairs of Fixed capital and the outlay of Circulating
capital may be divided into wages, profits, the repairs of Fixed
and the outlay of Circulating capital ; and these Expenses can
again be analysed in the same way ; and so on.

For instance, the price of the lock, or the expenses of
repairing the planing machine used in making the box, may be
resolved into the wages and profits of those who made the lock
or repaired the machine, the price of the Circulating capital they
used up, and the wear and tear of the Fixed capital they
employed, and so on.

It is true that some of the expenses incurred may be
monopoly prices of certain things ; as for instance the price of
the lock if it is patent: while others may be taxes ; and these
cannot be analysed into wages and profits. But though such
exceptions must not be overlooked, and though in a few cases
they are of great importance, we may yet say that the Expenses
of Iroduction of a thing can generally be divided into wages
and profits. These wages and profits include between them
the remuneration of the efforts and abstinences required for
producing it. We have now to consider how these efforts and
abstinences are measyred by their several remunerations ; that
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is how the Cost of production of a thing is measured by its
Expenses of production. We shall thus see what is the influence
that Cost of production exerts on value—not directly indeed, but
indirectly—Cost of production affecting Expenses of production,
and Expenses of production affecting value,

§ 2. That part of the net income of a country which 'is

denved from a farm is not the whole value of the crops, but ,

only what remains after deducting the value of the seed sown in'
it, of the food of the horses who ploughed it, of the wear and
tear of the plough, and so on. So the whole net annual income

of a country consists of all those commodities and conveniences -

of life, which are produced during the year, after making
allowance for replacing the Auxiliary capital that is consumed or
worn out during the year. This net annual income is divided
into :—firstly ecarmings of all kinds of work including
business management, secondly inferest on capital, thirdly renz
obtained for the use of land or any other property that is
naturally or artificially limited, fourthly Zaxes paici) to the state,
And a corresponding classification may be made of those
among whom the income is divided : they may be classed
as firstly those who earn an income by work, secondly capi-
talists, thirdly landlords, fourthly the State. Of course the
same person may appear in two or more of these classes;
employers generally appear in the first two classes, and
landlords who farm their own land in the first three. Again, the
State is generally a landlord and a capitalist.

In the first Book we have inquired into the Production of
wealth ; and have seen how the real net annual income of the
country is determined. We have seen how that share of it
which the landlord can claim as rent, is fixed by definite
economic laws; and as the share which the State assumes to
itself as taxes depends on causes which cannot be examined
here, we must take it for granted. We may then regard the
amount which remains after deducting rent and taxes from the
net annual income of the country, as a given Fund, and call it
the Wages-and-profits Fund!. The problem of Distributiorn
with which we shall be chiefly occupied during the rest of the
present volume consists of an inquiry into the way in which this
Fund is divided up.

§ 3. The term “labourer” has been used by Economists to
include all kinds of workers, and not merely unskilled labourers,
to whom the term is confined in trade usage. And the term
“wages” has been used to include the earnings of all kinds of
work except that of business management.

1 The way of looking at the source from which wages are paid is not .

in,
uite the same as that mfopted in what has been called *‘the Wages-Fund
eory.” This will be discussed at a later stage ; see Book 111, ch. VI.

~
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The Earnings of Management are generally classed with
interest by Economists as well as by men of business. And this
is doubtless the best classification in many social and some
economic inquiries ; because those who get the Earnings of
Management are to some extent a separate class from those who
get earnings of other kinds. Account will be taken of this
fact when we come to discuss Market values, but in the theory
of Normal values we are seeking for fundamental economic
Jaws. And it is a2 universal rule of science that in seeking
these fundamental laws, we should class together things that are
similar in nature, and may be expected to obey similar laws.
And therefore we shall find it best to class Earnings of Manage-
ment with the earnings of other kinds of work ; because they
are similar in nature to other earnings, and are in the long run
governed by the same laws. . The earnings of a business man
are uncertain, but so are those of a fisherman; they are got
by mental work, but so are those of the barrister and the
p{ysician, whose incomes have been classed by all Economists
with the wages of skilled labour. And if instead of classing
Earnings of Management with other earnings, we were to class
them with interest under the head of profits, we should be
classing together two things entirely different in nature and
governed by wholly dissimilar laws. For though in the
passing vicissitudes of trade it is sometimes difficult to draw a
clear line between the interest on a business man’s capital and
his Earnings of Management, yet we shall find that there is
little in common between those fundamental laws which
determine in the long run the Normal rate of interest, and those
which determine the Normal Earnings of Management. It
seems therefore best to class Earnings of Management with
wages under the head of Earnings; to regard the net income
of the country, after deducting rent and taxes, as divided not
into wages and profits, but into interest and earnings; and to
call it the Earnings-and-interest Fund. We have then to seek
for the laws which determine in the long run that remuneration
of abstinence which is called interest, and those various
remunerations of industry which are called earnings.

This inquiry has two sides, that of Supply and that of
Demand. The Law of Supply of capital has been already dis-
cussed ; and a general account has been given of the increase of
population. But some account must be given of the Laws of
Supply of unskilled labour, of skilled labour and of business
power. Afterwards we shall consider the relations in which
Normal Supply and Demand stand to one another, and the
Laws which determine Normal Interest and Normal Earnings.

[§ 4 But before going further it will be well to guard
against some misunderstandings. )
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TFirstly, some confusion has arisen from the use of the ter
¢“Cost of production” in two senses. It has been used t
indicate what are here called the “Expenses,” as well as wh:
is here called the “Cost of productiont” Thus the Law «
(Normal) value has been stated to be that value tends to equi
cost of production ; this of course does not mean that the valy
of a thing tends to equal what is called in this book its Co:
of production, Z.e. the efforts and abstinences that have bee
required for making it. What is meant is that the value of tk
thing tends to equal the sum of those values which measure th
efforts and abstinences required for making it; that is, Co:
of production is used to denote what we have expressed b
the term Expenses of production. For an exchange value ¢
price, though it may be equal to a set of exchange values ¢

rices, cannot be equal to'a set of things unlike in kind to i

here cannot even be any direct comparison between one se
of efforts and abstinences and another. We cannot subtract th
labour of a carpenter in making a box from the labour ¢
a watchmaker in making a watch. But we can subtrac
the exchange measure or price of the work of a carpente
in making a box from the price of the work of a watchmaker i
making a watch. It may happen that an hour’s work b
a business manager, or two days’ work by a watchmaker, or thre
days’ work by a carpenter, or ten days’ work by an agricultur:
labourer, may all have the same exchange measure, say,
guinea. A guinea may also be the exchange measure of th
abstinence or sacrifice involved in the loan of 20 guineas for .
year. These various efforts and abstinences, these elements c
Cost of production, are certainly not equal to one another. Bu
they would all exert an equal influence upon value; becaus
their Economic measures, the expenses which would hav
to l:ue]incurred by anyone who would purchase them are a
equal.

[§ 5. Again it is sometimes implied that besides the fou
classes who get respectively earnings, interest, rent and taxe:
there is another distinct class of “consumers” who may bea
the burden or reap the benefit of economic changes. But ther
is no such class. Of course the consumers of any particula
commodity will suffer as a body if anything should raise it
price. If for instance the wages of the producers rise, ther
will be a gain to this branch of industry at the expense c
the consumers; that is, probably of some landlords, and som

1 Mill used the phrase in these two senses ; he himself distinguishe
clearly between them; and a careful examination of the context wi
show which sense he meant m each place. But the want of a form:
distinetion between them has confused many of his readers. See tk
Fortnightly Review for April, 1876.

M. . 7
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capitalists, and some labourers and the State. But there is no
separate class of consumers of things in general, on whom the
burden or the gain of any economic change can be thrown,
Every such burden and every such gain must be distributed
among the receivers of earnings, capitalists, landlords, and the
State. There is of course a class of dependents—children,
invalids, paupers and others—but what they consume is portioned
out to them by the will of others who have an independent in-
come ; and not according to economic laws. The consumption
of those who depend on the support of another, is really a part
of his consumption. .

y Again there are some intricate questions connected
with the interpretation of the term “the net annual income of
a country.” They have but little bearing on the main argument
of the book, but they cannot be entirely ignored. This net
income is found by deducting from the total produce of land
and capital and labour, whatever is required to replace the
Auxiliary capital consumed or worn out in the year. But it
must be remembered that this total produce includes all results
of man’s work, which have market value, whether the work
be manual or mental, whether it produces material wealth or
not. It includes the benefit derived from the advice of a
physician, the pleasure got from hearing a professional singer,
and the enjoyment of all other services which one person
may be hired to perform for another. It includes the services
rendered not only by the omnibus driver, but also by the
coachman who drives a private carriage. It includes the
services of the domestic servant who makes or mends or cleans

'a carpet or a dress, as well as the results of the work of

the upholsterer, the milliner, and the dyer.

We must however be careful not to count the same thing
twice. If we have counted a carpet at its full value, we have
already counted the values of the yarn and the labour that were
used in making it ; and these must not be counted again. But
if the carpet is cleaned by domestic servants or at steam
scouring works, the value of the labour spent in cleaning it
must be counted in separately ; for otherwise the results of this
labour would be altogether omitted from the inventory of those
newly-produced commodities and conveniences which constitute
the real income of the country.

Again, suppose a landowner with an annual income of
410,000 hires a private secretary at a salary of £ 500, who hires
a servant at wages of £50. It may seem that if the incomes of
all these three persons are counted in as part of the net income
of the country, some of it will be counted twice over and some
three times. But this is not the case. The landlord transfers
to his secretary, in return for his assistance, part of the purchasing
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power derived from the produce of land ; and the secretary again
transfers part of this to his servant in return for his assistance.
The farm produce the value of which goes as rent to the land-
lord, the assistance which the landlord derives from the work
of the secretary, and that which the secretary derives from the
work of the servant are independent parts of the real net income
of the country ; and therefore the £10,000 and the 4500 and the
450 which are their money measures, must all be counted in
when we are estimating the income of the country.

The benefit which a man gets from living in a hired house
must be reckoned in the total produce of the country’s land,
labour and capital ; for the rent that he pays, after deduc-
tions have been made for Depreciation, is the interest on the .
capital of the owner of the house ; and the Earnings-and-inter-
est Fund must therefore include the benefit which is got from
living in it. i

If a man lives in his own house, the benefit he derives from .
it, after making deduction for Depreciation and repairs, is part
of the real income of the country; and the same may be said
of the benefit he gets from the use of furniture, clothes, and
other things which are not in ordinary usage reckoned among
capital. This shows that our account of the Earnings-and-
interest Fund requires a slight correction. We ought strictly to
regard it as found by deducting from the net produce of the
country, not only for rent and taxes, but also for the benefits
that are derived from the use of furniture and other commodities
which we do not call capital, because they are in the hands of
consumers, In estimating these benefits, allowance must of
course be made for Depreciation and repairs.

It may be noticed that if we had adopted the plan which Mr
Jevons has advocated, of calling all commodities in the hands of
consumers, capitall; that is of using the word capital as synony-
mous with Material wealth, this last difficulty would not have
arisen, for we should have included the benefits derived from
the use of these commodities as part of the Earnings-and-
interest Fund, and regarded the owner of them as paying
interest to himself ; just as in reckoning up the rents of a .
country we suppose a landowner who farms his own land to .
pay rent to himself. But Mr Jevons’ plan, though it would
be convenient in some ways, is so opposed to ordinary usage, that
it seems best to adhere to the old use of the word. In this sense
it includes carriage horses that are let out on hire, and farm
horses whoever owns them. It includes a doctor’s horses and

Y Theory of Political Economy, pp. 245—253. Mr Giffen includes
all material wealth under the £8,500,000,000 at which he estimates
¢ the capital” of the country.

. [ o 7—32
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carriage if he hires them, in which case the revenue from them
. enters into the Earnings-and-interest Fund ; but if they are his
own, and used partly for his own enjoyment, partly as a source
of revenue, it is difficult to say how much of their value should
be regarded as capital ]

1 See Book 1. ch. iii. § 1.




CHAPTER VIL

SUPPLY OF UNSKILLED LABOUR.

§ 1. “THE Real wages of labour may be said to consist in
the quantity of the necessaries and conveniences of life that are
given for it; its Nominal wages in the quantity of money...
The labourer is rich or poor, is well or ill rewarded, in proportion
to the real, not to the nominal, wages of his labour!.”

This distinction is very important; but in the present book
we have agreed to neglect variations in the purchasing power of
money. And so long as we do this, a rise or fall in the Nominal
or money wages of labour means just the same as a rise or fall
in the general purchasing power of these money wages, and
therefore just the same as a rise or fall of Real wages.

There is another distinction which turns upon the difference
between two ways in which wages may be measured.

The wages that a man earns in a day may be called
his Time wages: the wages that are paid to him for
doing a given amount of work of a given quality
(whether the bargain made with him is by the day or
by the piece) may be called his Task wages.

For instance, if a man is hired at 155. a week and a boy
at g§s. a week, and the man does three times as much work on
the average as the boy, their Task wages are equal though their
Time wages are unequal. The full importance of this distinc~
tion will be seen further on. The wages of which we speak in
this chapter are Real Time wages. . :
' We have already seen that according to the Law of
Population “a rise in the rate of wages causes either a rise in
the Standard of Comfort of the people, or an increase in
the number of marriages and births. A rise in the Standard of
Comfort is almost sure to increase the percentage of children
who grow up to be efficient workers. Therefore a rise in wages
almost always promotes, and a fall in wages almost always
checks, the growth of population.”

1 Wealth of Nations, Book 1. ch. v.
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It is true that when the labourer’s wife.and children can earn
good wages, he may be able to bring up his family in comfort
"even when his own wages are low. But this correction is
of much less importance than at first sight appears. For if the
mother were not working for wages, she would be doing work at
" home that would promote the health, and the moral, if not the
intellectual education of her children. While she is earning
wages, some of this work will be neglected, and she will have
to spend part of her wages on hiring others to do the rest of it.
The wages of the children themselves are perhaps a moreimpor-
tant means of providing them with food and clothing; but those
children who are set to earn wages at an early age are often
unhealthy as well as ignorant. So that we shall not go very far
wrong if, in considering the effect of wages on the growth
. of population, we confine our attention to those earned by the
labourer himself. Perhaps the chief exception to this rule is the
case of agricultural families in new countries, who work together
so that the family life is not broken up, and the physical, mental
and moral well-being of the children is well cared for.

§ 2. The Standard of Comfort which young people are
prudent enough to secure for themselves before they marry,
varies from place to place and from time to time. When a
high Standard of Comfort sets in, social opinion requires parents
to provide wholesome rooms, nourishing food and a good
education for their children. The next generation of workers is
then healthy, intelligent and skilful, and of great value to
employers, who by competing with one another keep up the
rate of wages : the produce raised by them is so great that their
share increases without diminishing the rate of profits. It is
true that a rise in wages may lead to dissipation and extrava-
gance, and fail to benefit the rising generation; but such
cases are rare except in districts in which men, and, what
is perhaps more important, women have been rendered hard,
coarse and reckless by the nature of their occupations.

When a rise in wages results in an improvement in the
homes, the food, education and therefore in the working
efficiency of the people, it may elevate them permanently. And
so if wages are already very low, a further fall may cause a
degradation of labour. “With less food, which is the fuel of
the human machine, less force will be generated; with less
clothing more force will be wasted by cold ; with scantier and
meaner quarters, a fouler air and diminished access to the light
will prevent the food from being duly digested in the stomach,
and the blood from being duly oxydised in the lungs; will lower
the tone of the system, and expose the subject increasingly to
the ravages of- disease. Now in all these ways the labourer,
Lecomes less efficient simply through the reduction of his
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- wages'.” The produce of his labour is less: the portion that
he receives as his share is smaller, but the portion that capital
‘receives as its share is not greater. “What 1s taken from wages
no man gains; it is lost to the labouser and to the world. ”

§ 3. So far we have been considering the causes that
determine the supply of unskilled labour generally; but the
supply of unskilled labour in any particular trade is determined
by other things besides the rate of wages. If equal wages were
offered in ships going to the Mediterranean and the.North Sea,
the former would be full and the latter empty ; so higher wages
are offered on the latter ships to counterbalance the disad-
vantage of the ungenial climate to which they sail. Carters
who work underground in mines are paid more than carters
who work above ground ; and again, a night porter gets higher
wages than-a day porter. If a trade has any disadvantage, such
as unhealthiness, dirtiness, &c., higher wages will be necessary
to induce men to seek the trade than would have been required
in the absence of the disadvantage ; and the necessary addition
to wages may be called the money value of this disadvantage,
In the same way if a trade offers any exceptional personal ad-
vantage, such as a good social position, lower wages will
attract men to it than would be necessary in a trade similar in
other respects, but without the advantage : and this difference
of wages 1s the measure or money value of the advantage.

If the wages and the money equivalents of the other
special advantages of a trade be added together into
one sum, and the money values of its special disad-
vantages be subtracted from the sum, the balance that
ren&ains may be called the Net Advantages of the
trade,

If any unskilled occupation offers higher Net Advantages
than other occupations in the same place, additional supplies of
labour will as a rule speedily drift into it and will force down its
wages. To this general rule there are important exceptions :
but they will be best discussed at a later stage,

! Walker O Wages, ch. 1v.



CHAPTER VIIL

SUPPLY OF SKILLED LABOUR,

§ 1. WE have seen that the supply of unskilled labour
depends chiefly on the food, clothing and other necessaries of
 life which labourers have been able to afford their children in
‘preceding generations. The natural instincts which are common
to all ranks of human life, and even among the lower animals,
induce parents to exert themselves to provide food and shelter
for their offspring. But it is otherwise with the special require-
ments of the skilled labourer; for his education demands an
investment of capital, the fruits of which will appear in after
time in his wages. )

Adam Smith says: “When any expensive machine is
erected, the extraordinary work to be performed by it before it
is worn out, it must be expected, will replace the capital laid out
upon it, with at least the ordinary profits. A man educated at
the expense of much labour and time to any of those employ-
ments which require extraordinary dexterity and skill, may be
compared to one of those expensive machines. The work
which he learns to perform, it must be expected, over and
above the usual wages of common labour, will replace to him
the whole expense of his education, with at least the ordinary
profits of an equally valuable capital. It must do this too in a
reasonable time, regard being had to the very uncertain duration
of human life, in the same manner as to the more certain duration
of the machine.” .

Thus Adam Smith seems to imply that the Laws which deter-
mine the investment of capital in the education of the labourer
are similar to those which govern the investment of capital in
any vendible commodity. If this were the case, the Normal
. price or wage of skilled labour would be determined simply by
its Expenses of production, just as the price of a commodity is
determined. Ta?ce for instance the supply of cart-horses.
There is some price which on an average just repays the
expenses of rearing and breaking in horses of various kinds; and
such a number of each kind are reared as will sell for prices
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which will cover their respective Expenses of geod'uctio‘n.
The calculations of horse dealers may fail through their having
incomplete knowledge of the circumstances of the market, or
because of sudden changes in the demand for horses. Still if
we take long periods, the average supply of horses of various
kinds is such, that the prices at which they can be sold are

equal to the Expenses of rearing and preparing them for their -

several kinds of work. -

Again, the skill of a slave is vendible, and therefore the Law
of Normal Supply applies to it. A slave-owner who rears
slaves for hire in different employments, calculates the expenses
of each kind of training, and the probable future demand for
each kind of work. He estimates the rate of hire and the
length of time during which it can be earned. He allows for
inconstancy of employment and for uncertainty of success, but
not necessarily for any discomforts except those which are
likely to injure the health and shorten the life of the slave. He
allows for the fact that the expenses of education will be in-
curred soon, and that the wages will not be recejved for many
years ; after having made these calculations he can tell whether
it will be worth his while to bring up the slave as an unskilled
or as a skilled labourer. He will know whether the higher
wages which the slave can earn for him will be worth more to
him than the extra expenses involved in giving him the higher
training. Suppose for instance he finds that by incurring an
extra expense of £100 for the slave’s education, he can secure,
after allowing-for the chance that the slave may die early, an
increased receipt in wages which will only be equal to f100
spread over the rest of the slave’s life time; he will then
certainly not give him the education. He would not give it if
this increased value would be £200. If it were £300 he might
be in doubt, but if it were £400 he would probably give it

Thus slave-owners adjust the supply of any kind of skilled
slave labour to the demand for it, so that the pecuniary gain
which is derived from a slave’s work in any occupation corre-
sponds to the trouble and expense of bringing him up to it2,

§ 2. But parents when selecting trades for their children"
differ from slave-owners when choosing occupations for their
slaves in four important respects. Firstly, parents in estimating

y 1 Calculations of this kind are worked out in Engel’s Der Preis der
rbeit. )

3 For this reason the population of a slave country might be better
educated than the children of poor labourers in a free country; but their
masters generally fear that education might lead them to rebel; and .
a slave, because he is a slave, is almost always limp and apathetic in
character: and: the attempt to educate him for difhcult work, or for
responsibility, is like trying to put a polish on soft wood. But in ancient:
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the Net Advantages of a trade for their son také account of
everything that will add to his comfort and happiness, while
the slave-owner may take account of such things only so far as
they affect the slave’s efficiency.

Secondly, parents who give their son an expensive education
expect that he, not they, will reap its chief fruits ; but the slave’s
skill is the property of his owner. Parents resemble the slave-
owner in having to estimate on the one hand the Net Advantages
of each occupation, and on the other the trouble and expense of
preparing for it. But even when they have made these estimates

- they cannot decide on their course by a mere arithmetical calcu-
lation, as he can. For they must also decide this moral question :
To what extent are we ready to sacrifice ourselves for our son’s
benefit? What is the value to us of an advantage that will be
enjoyed by him?

Thirdly, few parents are capitalists ; most of them cannot
borrow money on anything like the same terms as a capitalist
can. To take an extreme case: some unskilled labourers,
even with the help of the wages that their children bring in,
cannot purchase as much food and clothing and house-room as
the health of the family requires; and it would be useless
to ask one of them to calculate the advantage which his
son might derive if £50 were spent in preparing him for a
skilled occupation. It is likely that these advantages may
include wages for his son when grown up at the rate of £30a
year more than those of an unskilled labourer. If he worked
out this sum he would find that, allowing the market-rate of
interest, the present value of these extra wages would be several
hundred pounds. In such a case a slave-owner would make
the outlay on business principles. The father does not because

- he cannot.

Fourthly, in assuming that the slave-owner is a capitalist,
we supposed him to manage his affairs as capable business men

. do. ‘We supposed that he is always on the look out, as business

men are, for profitable investments of his capital; that he
watches the variations of supply and demand with regard to
each particular kind of slave’s skill ; and that he is continually
making out the profit and loss accounts of various modes of
educating his slaves.

But parents do not generally carry on their inquiries in this
business-like way: a poor and ignorant parent is not likely to
think of obtaining for his son a lot in life very different from his

Greece and Rome, when the moral sense of the world had not outgrown
slavery, and slaves worked without a feeling of degradation, masters
used often to give a high literary or artistic education to their slaves as
a matter of business. .
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own. A man brought up with narrow surroundings is apt to ’

acquiesce in them. His own start in life-was a poor one, and it
seems to him quite reasonable that he should make what he can
out of the labour of: his son; his wages almost imply that the
world expects him to do it, and his neighbours do it; so he

allows a small present gain to himself to outweigh a great:

future advantage for his son. The poor are moved as much as
any other parents by the sight of the sufferings of their children,
but they are careless about the distant future both of their chil-
dren and of themselves; for they have nota vivid imagination ;
they are ruled by custom and not by the deliberate use of their

reason. The lower we go in the social scale the less do parents.

seem to see the beneiits that they may confer on their sons by
investing trouble and money in their education ; and the smaller
is their power of making such sacrifices. The rate of interest
at which parents discount future advantages to their children
increases with the narrowness of their education and the
pressure of immediate want.

§ 3. Mill was so much impressed by the difficulties that
beset a parent in the attempt to bring up his son to an occupa-
tion widely different in character from his own, that he said :—
“So complete, indeed, has hitherto been the separation, so
strongly marked the line of demarcation, between the different
grades of labourers, as to be almost equivalent to an hereditary
distinction of caste ; each employment being chiefly recruited
from the children of those already employed in it, or in employ-

ments of the same rank with it in social estimation, or from the *

children of persons who, if originally of a lower rank, have
succeeded in raising themselves by their exertions. The
liberal professions are mostly supplied by the sons of either the
professional or idle classes: the more highly skilled manual
employments are filled up from the sons of skilled artizans, or
the class of tradesmen who rank with them : the lower classes of
skilled employments are in a similar case; and unskilled
labourers, with occasional exceptions, remain from father to son
in their pristine condition. Consequently the wages of each
class have hitherto been regulated by the increase of its own
population rather. than that of the general population of the
country.”

But he goes on, “The changes now so rapidly taking place
in -usages and ideas are undermining all these distinc-
tions ; the habits or disabilities which chained people to their
hereditary condition are fast wearing away, and every class is
exposed to increased and increasing competition from at least
the class immediately below it1.”

1 Political Economy, Book I1. ch. xiv. § 2.
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This movement has continued since he wrote, and the
" divisions between the various grades of English society are not
so clearly marked in this generation as they were in the last.
Each of Mill’s four grades is subdivided into a number of lesser
grades, rising one above the other like the steps of a long stair-
case that is arranged in four flights, with a short landing at the
end of each of them.
Parents generally bring up their children to an occupation
in the same social grade as their own. But when the supply of
labour in one grade is such that its Net Advantages are much
greater than those in the grade next below, the more thoughtful
+ and self-denying parents in the grade below push their sons into
that grade. Thus the Law of Supply, though its action is more
slow with regard to labour of different grades than with regard
to different kinds of commodities, yet acts in the same way in
the two cases. When the Net Advantages of a trade rise above
what is required to compensate for the trouble and expense of
preparing for it, 7Z.e. are abnormally high, forces are brought into
play which tend to increase the supply of labaur in that trade.
The increase will come first and chiefly from other trades in the
same grade, unless the Net Advantages of other trades in the
same grade are also abnormally high. In that case the increase
of supply will come chiefly from the grade immediately below,
and will come more slowly. In any case the increase will be
chiefly due to the action of parents in selecting an occupation
for their children, but will be to some extent caused by a

* change of occupation on the part of adults. On the other hand,
when the Net Advantages in a trade fall below what is required
to compensate the trouble and expense of preparing for it,
forces will be brought into play which tend to diminish the
supply of labour. For the most versatile men in the trade, and
those who have the least taste and the least Specialised skill for
the work, will begin to seek other occupations ; and parents will
avoid bringing up their sons to it,

To complete our account of the causes which determine the
supply of different kinds of skilled labour we must examine the
various advantages and disadvantages that attract men to or
repel them from different trades, and the various industrial
qualities that may be required in a trade.

§ 4. Firstly, with regard to the various advantages and
disadvantages of which account must be taken in estimating the
Net Advantages of a trade.

Under this head must obviously be reckoned the comstancy
or inconstancy of employment in a trade, and the chances of
success or failure in it. To allow for these inequalities we must,
when we are estimating the wages of a trade, look for
the wages earned not in a day but in a year, or even in
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several years, by those who have an average success.in it. We
cannot measure the wages of a fisherman by the price for
which he can sell his fish when he returns with a boat full,
without taking account of the many days when he returns
having taken nothing. We cannot reckon the wages of a dock
porter as those which are:to be had when the docks are full of
ships eag er tobe unloaded, without taking account of the fact
that sometimes the harbour is nearly empty and most of the
porters waiting in enforced idleness. In comparing the wages
of a bricklayer, a carpenter and a railway guard, we must re-
- member that the railway guard’s employment is secure at all
times, that the carpenter may be thrown out of work by dulness
of trade, and that bricklayer's work may be interrupted by
dulness of trade and by unfavourable weather. In estimating
the earnings of barristers we must take account of the many who
fail as well as of the few who succeed.

But independently of considerations such as these, which
properly enter into our estimate. of the average wages to be
earned in-a trade, there are other advantages and disadvantages
which must be reckoned separately. These may be classed
under the heads of kealthiness, comfort and social position.
Danger may be regarded as a kind of unhealthiness. Dirtiness,
physical and mental strain, anxiety and monotony are the chief
discomforts to be considered. Adam Smith points out that the
aversion which men have for the work of a butcher, and
to some extent for the butcher himself, raises the earnings of
butchers above those of bakers. If earnings were equal in the
two trades the number of bakers would increase, and that of
butchers would diminish, until the wages of butchers had risen
above those of bakers enough to compensate for the disagree-
ableness and the social disadvantages of the butcher’s work.
Again, the wages of domestic servants, including their board
and lodging, are much higher than are those of women who do
work of equal difficulty in factories or in their own homes. For
the servant must always submit to some loss of freedom, and if

she happens to fall under the control of an ill-mannered -

mistress, to some loss of dignity. .

When the disagreeableness of work takes the form of
dirtiness it generally has the further disadvantage of involving
a loss of social position; the most disagreeable of all work is
chiefly done by those who cannot get any other employment;
and its wages are therefore low, in consequence of the in-
competence of those who do it, and in spite of its repulsive
character. But personal discomfort which arises from a sense
of danger, often does not repel men. As Adam Smith says:
“The dangers and hairbreadth escapes of a life of adventures,
instead of disheartening young people seem frequently to
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recommend a trade to them...the distant prospect of hazards
from which ‘we can hope to extricate ourselves by courage and
address - is not disagreeable to us, and does not raise the wages
of labour in any employment. It is otherwise with those in
which courage and address can be of no avail. Intrades which
are known to be very unwholesomé, the wages of labour are
always remarkably high.”

The fact that an occupation offers some very high prizes,
‘attracts men into it in two ways. Firstly, young men form,
fortunately for the world, high estimates of their own chances
of attaining excellence, and thus are more attracted by the
prospects of a great success than they are deterred by the fear
of failure; and secondly, the social rank of an occupation
depends more on the highest dignity and the best position
which can be attained through it, than on the average good
fortune of those engaged in it. The learned professions offer
such high attractions independently of the earnings to be got
in them, that their average earnings are much lower than what
could be earned by an equal amount of trained ability and in-
dustry in other occupations.

§ 5. Next, to consider the various industrial qualities,
physical, mental and moral, that may be wanted in a trade.
A man’s physical and moral qualities depend chiefly upon
the character of his home in youth. If he was well fed and
housed, if his father, and what is perhaps more important, if
his mother had energy and kindness and honesty, he is pretty
sure to have those physical and moral qualities which are a
necessary condition of industrial efficiency. That part of a
man’s wages which he owes to his education may be regarded
as a kind of pgrofit on the capital invested in it: that part
which he owes to exceptional natural qualities may be re-
garded as a kind of rent; that is, it is the income derived from
an agent of production the supply of which is determined by
natural causes, and not by the deliberate outlay of human
effort for the sake of future advantage.

The wages in a trade that rejuires only physical strength,
when they are paid by the day, dre generally very low; but
when they are paid by the piece, as in the case of navvies, an
exceptionally strong man can sometimes earn high wages.
Much work that requires great strength is also to some extent
dirty and disagreeable; and when it requires specially trained
skill, and that intelligence and judgment which find a good
market in any trade, it receives very high wages. For instance
many of those engaged in iron and glass works must have great
natural intelligence and a long special training. They are often
thrown out of employment by depressions of trade, and their
skill would be useless to them if for any reason they had to
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leave the trade. Their work is dirty and disagreeable, and it

requires great- physical strength, and a power, which many

strong men have not, of enduring great and sudden variations

of heat and cold. Soitis not to be wondered at that in times of

prosperity the best iron heaters and glass-blowers, working

piece work, can earn wages many times as high as those of -
some to whom custom has given a higher social position.

Many kinds of office work require a rare combination of
high mental and moral qualities; but almost any one can be '
easily taught to do the work of a copying clerk, and probably
there will soon be few men or women in England who cannot
write fairly well. When all can write, the work of copying,
which used to earn higher wages than almost any kind'
of manual labour, will rank among unskilled trades. In fact '
the better kinds of artisan work educate a man more, and will
be better paid than those kinds of clerk’s work which call for
neither judgment nor responsibility. The best thing that an
artisan can do for his son is to bring him up to do thoroughly
the, work that lies at his hand, so that he may understand the
mechanical, chemical or other scientific principles that bear upon
it; and may enter into the spirit of any new improvement that
may be made in it. If his son should prove to have good
natural abilities, he is far more likely to rise to a high position
in the world from the bench of an artisan than from the desk of
a clerk.

§ 6. Next, if we compare those industrial qualities which
are Non-specialised, and can be turned to account in many
trades, with those which are Specialised to one trade, we
shall find that the former are rising in importance relatively to
the latter.

It has already been remarked that the division of labour
sometimes enables a man to pass easily between trades which
used to be totally distinct. This remark may be extended.
The great tendency of the growth of machinery is to supplant
manual work which requires only physical strength, or skill
that is got by the constant practice of one set of movements.
Machinery can make uniform movements more accurately and
effectively than man can; and most of the work which was
done by those who were specially skilful with their fingers a
few generations ago, is now done by machinery; and since
machinery does not incroach much on that manual work which
requires judgment, while the management of machinery generally
does require judgment, there is a much greater demand now

than formerly for intelligence and resource. Those qualities -
which enable men to decide rightly and quickly in new and

1 Book 1. ch. vii. § g.
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difficult cases, are the common property of the better class of
workmen in almost every trade; amf a person who has acquired
them in one trade can easily transfer them to another. They
are Non-Specjalised. It is however true that there is much
technical trade knowledge with regard to processes and the
quality of materials, which is of little use save in the trade in
which it was acquired; and the progress of industry tends to
increase the amount of the Specialised knowledge which is
needed by the better class of workmen in almost every trade.

§ 7. We have seen that the supply of skilled labour is not
adjusted to the demand for it as easily as the supply of a
vendible commodity is adjusted to the demand for it. For a
capitalist can devote his capital to producing any commodity
which is in great demand, and obtain his reward in the high
price that he gets for it. But if a capitalist goes to the expense
of increasing the supply of skilled labourers in any trade, the
skill when acquired will belong, not to him, but to those
whom he has educated. The only partial exception to this rule
is met with in the system of apprenticeships. This system does
enable capitalists to invest some capital profitably to them-
selves in the education of the sons of the poorer classes. In
some cases the employer pays a lad considerable wages for
several years during which he is learning the trade; but
during the last two or three years of his apprenticeship, the
lad’s work is worth much more than the wages for which he is
bound to serve by the terms of the apprenticeship; and thus
repays with interest the expense which his master incurred for
him, both in paying him wages and in loss from his spoiling
material and his clumsy use of tools. But the system labours
under some disadvantages. The spirit of the age in England,
and to an even greater extent in new countries, renders lads
unwilling to be bound to a master for a long period of years.
Moreover in Adam Smith’s time it was complained that
masters often neglected to give proper instruction to their
apprentices, and this evil is greater now than it was then.
For the lad used to be taught by the master, who had a direct
interest in teaching him well; while now he is taught by a
hired workman who generally has no such interest. But if
the workman is the apprentice’s father he will take pains with
the lad; and therefore employers like to have as apprentices
the sons of those already in their employ; and fathers like
to have their sons apprenticed under them. Something like a
trade caste has grown up in this way in glass blowing and
some other trades.

As we have seen, the rate of interest at which parents
discount future advantages to their sons increases with the
narrowness of their education and the pressure of immediate
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war ict affords a strong argument in favour of any
Pt - v punate action which may aid the poorer classgs of
parents in giving an improved education to their children.
In this matter Government will find a direct pecuniary gain.
in doing what a private individual will not do unless from a
sense of duty. A Government which can borrow money, as ours
can, at a little over three per cent. interest, may make a good
investment by spending money on education, and thus ad-
vancing the capital which the poor man has no means of
borrowing at any tolerable rate of interest. About a tenth of
the total income of the country is paid to Government in
Imperial and Local taxes; so that with the present rate of
taxes Government will gain about a tenth of whatever increase
in the national wealth comes from an improved system of °
education. And it is probable that this tenth would be suf-
ficient to repay with interest any outlay that Government may
make on that general and technical education, which is required
to enable Englishmen to hold their own in competition with
those who have been taught in the admirable schools, that are to
be found in some foreign countries. ;



CHAPTER IX.
SUPPLY OF BUSINESS POWER,

§ 1. .LET us next inquire what are the causes which deter-
mine the supply of business power of different kinds; and how
the rate of Earnings of Management in a trade affects the
supply of business power in it.

The successful barrister or physician may obtain earnings
equal to those of three hundred unskilled labourers ; but on the
whole the most highly paid work is that of business manage-
ment. It is only within the last few generations that this work
has taken 1ts present shape : it is only quite recently, and only
in a few countries, that much intellect of the highest order has
been required for, and given to, the task of conducting manu-
facturing and commercial enterprises. -

In old times there was little variation in the character of the
things that were made, or in the manner of making them.
Inventions came slowly; in some trades new processes were
scarce discovered once in a century ; and after they had been
once discovered, a generation or more might elapse before they
came into general use. The business man of former times
required industry, sound judgment, and the power of dealing
with men ; but he could very often get on without much faculty
for originating new schemes. But now the manufacturer or
merchant who controls a large capital cannot be sure even of
holding his own unless he is quick to take advantage of new in-
ventions, and has some power of striking out new lines for
himself. The difficulty of this work of pioneering is increasing
in many ways. For fashion and taste change more rapidly
than they used to do; and these changes affect the great
masses of the population, and not only the upper classes as in
the olden times. And again every change in the manner of
carrying on any trade alters the character of the things that it

_.;ﬁ
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wants to buy from other trades, and each trade buys from and
sells to many more trades now than formerly. A manufacturer
has to watch the progress of the trades to which he sells, as
well as of his own. :

Again, those nations which had no manufactures were con-
tent till lately to buy any of the ordinary English goods that
would at all serve their purpose. But now the English manu-
facturer meets the competition of Americans and others, who
make a special study of the needs of each backward country.
To hold his own, he must vary the machines and implements
and other things which he offers to other countries so as to
suit various climates and various soils; he must meet the
special requirements of races of different temperaments and
habits, and in different phases of civilization. This requires
wide knowledge and a constant activity of intellect. )

Much of the work of business is then so difficult, and re-
quires so much special training and such a rare combination of
natural qualities, that the Earnings of Management got by it
may be very high, without there being many men who can do
the work and get these high earnings.

2. We have already seen that the faculties required by
the skilled workman,—his Personal capital—may be classed as
Specialised and Non-specialised. The skill and knowledge
which are of little use save in the trade in which they have been
acquired are Specialised capital ; the general ability and re-
source, the energy and strength of character, the honesty and
steadiness, which can be easily transferred from one trade to
another, are Non-specialised capital. And we have seen that
the progress of invention tends to diminish the importance of
mere manual skill, and of the knowledge of the rules of thumb
that have been handed down from earlier generations, and that
therefore in many, though not in all trades, the importance of the
workman’s Specialised qualities has diminished relatively to his
Non-specialised. ,

The same change is going on with greater rapidity in the
case of the employer. The employer who was “master of his
men” in this sense that, if any of them were doing their work
badly, he could shew them how to do it better, is becoming rare
in many trades; and much work that used to be done by the
head of a business is now done by foremen, overlookers, and
sub-contractors. This change is to be regretted ; it tends to
impair the thoroughness of work, and it causes estrangement
between the empfoyer and the employed by lessening his
personal influence over them. But evil as the change is in some
respects, it has the advantage of leaving the whole time and
energy of the head of the business free for what has become, in
this modern phase of the division of labour, his chief work.

8-2
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Bagehot compares him to the military commande * modem
imes who, instead of mixing in the fray himself, s : far
:nd of a telegraph-wire with his head over some ind
directs and organizes from a distance, It is his w_._ . _tudy

changes in the. markets in which he buys, and in those in which
he sells ; to be on the alert for new . wants and new inventions,
and to devise new modes of getting over new difficulties,
And most of the qualities that are required for this work are
Non-specialised. They depend partly on early training, partly
on the education of business; but if educated in one trade they
can be transferred to another.

It is true that a man who is not well acquainted with the
technical details of the trade in which he is engaged, is at some
disadvantage, however great be his general or Non-specialised
business power. But, as Bagehot points out, the disadvantage
need not be very great if he has a competent staff of sub-
ordinates who possess the requisite detailed knowledge. So
that the head or managing mind of a business may lose less
than those who work under him would by changing his trade.
A minister of state may move from the Indian Office to the
Foreign Office, or from the Poor Law Board to the Admiralty,
without any great loss of efficiency. He obtains information on
technical details from the permanent Secretaries and clerks
under him. His judgment and sagacity are as useful in one
office as in another, while much of the technical knowledge of
his subordinates is of little value save in that office in which it
has been acquired. It is true that “ Little good for the most
part comes of people who have been brought up on one side of
the business world going quite to the other side, of farmers’ sons
going to cotton spinning, or of lacemakers’ sons going into
shipping. Each sort of trade has a tradition of its own, which
is never written, probably could not be written, which can only
be learnt in fragments, and which is best taken in early life,
before the mind is shaped and the ideas fixed. But each trade
in modern commerce is surrounded by subsidiary and kindred
irades, which familiarise the imagination with it, and make its
state knownl” And when high profits are being made in that
;rage, business power comes into it from the surrounding
:rades.

§ 3. We have seen that the supply of skilled workers in any
rade depends on the estimate that men form for themselves,
ind parents form for their children, of its Net Advantages on
‘he one hand, and of the difficulties of preparing for and enter-
ng it on the other. We saw that if they made their calcula-
iions correctly, and if there were no natural or artificial barriers
against entering a trade, the supply would be so adjusted to the

1 In Fortnightly Review, vol. XIX,




.- SUPPLY' OF BUSINESS POWER. 11y
demand that the Net Advantages of being in that trade would
cortespond to the trouble and expense of preparing for it. And
we have now seen how the supply of business power in a trade
isincreased by a rise in the Earnings of Management that can be
got in it. But the case of business power differs from that of
skilled labour in several respects.

Firstly, the average Earnings of Management cannot be
easily ascertained. It is comparatively easy to find out the

wages of bricklayers or puddlers by striking an average between

the wages that are earned by men of various degrees of efficiency,
and allowing for the inconstancy of their employment. But the
Earnings of Management which a man is getting, can only be
found after making up a careful account of the net profits of his

business, and deducting interest on his capital. The exact '

state of his affairs is often not known by himself ; and it can
seldom be guessed at all accurately even by those who are in
the same trade with himself. It is not true even in a little
village at the present day that every one knows all his neigh-
bour’s affairs. “The village innkeeper, publican or shopkeeper,
who is making a small fortune does not invite competition by
telling his neighbours of his profits, and the man who is not
doing well does not alarm his creditors by exposing the state. of
his affairs}.” But what we are now discussing are the causes
that determine the supply of business power in each trade 7
the long run; and the average rate of profits in a trade can-
not rise or fall much without general attention being attracted to
the change before long. And though it is a more difficult task
for a business man than for a skilled labourer to find out
whether he could improve his prospects by changing his trade,
yet the business man has great opportunities for discovering
whatever can be found out about the present and future of other
trades ; if he wishes to change his trade, he can, as we have
seen, generally do so more easily than the skilled workman
can ; and he can choose any trade for his son.

Secondly, the supply of business power in a trade differs
from the supply of skilled labour in being partly dependent on
the supply of capital necessary to give it scope. But this
difference again is less important than it appears. We cannot

roperly examine here the banking and other modern agencies
gy which capital is transferred from where it is not wanted to
where it is wanted. For our present purpose it is sufficient to
assume that “A very great many of the strongest heads in
England ‘spend their minds on little else than thinking whether
other people will pay their debts. And the combined aggregate
of these persons is a prepared machine ready to carry capital in

1 Cliffe Leslic in Fortnightly Review, vol. XXV.
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any direction. The moment any set of traders want ¢  al,
the best of them, those whose promises are known to be good,
get it in a minute, because it is lying ready in the hauds of
those who know, and who live by knowing, that they are fit to
have it.” A man who has business power and a little capital can
get more capital. If he turns this to good account his improved
position will enable him to borrow still more ; and thus before
long he may wield a capital so large that his profits leave him a
rich income after paying interest on what he has borrowed.
Again, a man without capital may be taken into private partner-
ship by others ; or he may become the manager of a joint-stock
company. “It is no longer true that a man becomes an
employer because he is a capitalist. Men command capital
because they have the qualifications to profitably employ labour.
To these captains of industry (or organizers of industry) capital
and labour alike resort for the opportunity to perform their
several functions2.”

We may conclude then that though there are several differ-
ences between the case of business power and that of skilled
labour, yet these differences do not prevent the supply of busi-
ness power in a trade from being determined in all essential
respects in the same way as the supply of skilled labour. We
shall however see further on that the Earnings of Manage-
ment of a man working with borrowed capital fall short of
the income of 2 man of equal ability working with his own
capital by more than the mere interest on it.

1 Bagehot, 1.c.
3 Walker on Wages, ch. X1v.




CHAPTER X.
INTEREST.

§ 1. THE Laws of Normal Supply of capital and of different
kinds of industry have now been examined. Our next step is to
investigate the relation between Normal Supply and Demand,
and the way in which the Normal interest on capital, and the
Normal earnings of each kind of industry, are determined.

We have seen! that the total net annual produce of a
country’s capital and industry, after rent and taxes have been
deducted from it, consists of interest on capital, and the earnings
of different kinds of industry ; and we have called it the Earn-
ings-and-interest Fund. The share which capital obtains of
this Fund depends firstly upon the amount of the Fund, and
secondly on the manner in which it is divided. )

Firstly, with regard to the amount of the Earnings-and-
interest Fund that is obtained by a given amount of capital
and labour. This depends on the extent and the richness of
the natural sources of agricultural and mineral wealth, on the
progress that has been made in the arts of agriculture, mining,
and manufacture, and on the means that nature and art have
provided for conveying men, goods and news rapidly and in-
expensively from one place to another. A country which has
abundant and easy communication with distant places can_
often obtain a very high return to her capital and labour even
though her own soil be poor; for the concentration of her
industry may give her such advantages in manufacture and in
the carrying trade that she can purchase much of her food
and raw material from abroad at a moderate cost. But the
highest returns of all are obtained in new countries where the
arts of civilization are used in turning to account the rich
resources of Nature; this condition however cannot be fully
satisfied unless the population is sufficiently dense to enable
them to organize easy means of communication with one
another and avail themselves of the Division of labour.

1 Book 11 ch. vi. § 2.
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Such then are the causes which determine the amount of the
1Earnings-and-interest Fund which Nature returns to a given
amount of capital and industry. Our next step is to inquire
how this Fund is divided into the shdre which capital takes as
interest, and that which industry takes as earnings. After-
wards we shall have to inquire how the share which goes to
industry is divided among the various ranks of unskilled and
skilledrYabour, and business power.

When a capitalist employs his own capital in business, he
must be reckoned both among those who supply the capital
which aids industry in production, and among those whose
industry forms the demand for the aid of capital. The interest
which he gets for his capital is not clearly marked off in practice
from the Earnings of Management which he gets by his work;
the two are reckoned together under the name of profits. But
for the purposes of theory we must distinguish between the
two : we must regard as interest that part of his income which
he could get by lending his capital to be used by others ; just
as,’if a man cultivates his own land, we must regard as rent
that portion of his income which he could get by letting the
land to others.

§ 2. The rate of interest which results from the division
of the Earnings-and-interest Fund info the shares of capital
and industry will be found to depend upon the urgency of the
demand of industry for the aid of capital.

In a civilized state all production requires both capital and
industry ; each of these demands the aid of the other, but not

"to’ the same extent at different times and places. If in any

place there is an abundant supply of industry and a scarce
supply of capital, while such methods of production are used as to

" give those who are working with much Auxiliary capital a great

advantage over those who are working with little; then the
demand of industry for the aid of carita.l will be urgent. That
is to say, a given amount of capital employed in production
will be able to get a large share of the produce which it aids
industry in raising ; because industry is in urgent need of the
assistance of a great deal of capital, and the scarcity of capital
enables the owners of it to hold out for very advantageous
terms without running any risk of its being left unemployed.

Conversely, the demand of industry for the aid of capital
will not be urgent if there is a large supply of capital in proportion
to the population, and the methods of production are such that
no great gain would arise from an increase in the amount of
Auxiliary capital used. Industry will not then be comgelled
to resign to capital enough of the produce to afford a high rate
of interest.

Thus we see that, other things being equal, an increase of
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capital will diminish the competition of industry for the aid of -’
capital ; and will tend to raise earnings at the expense of
interest. In just the same way, other things being equal, an
increase of population, capital being stationary, will increase
the competition of industry for the aid of capital, and will raise
interest at the expense of earnings. -
But other things do not generally remain equal. The pro-
gress of civilization increases the demand of industry for the
aid of capital independently of any increase in the population of
the country. For it causes a continual increase in (t)Ee amount
and expensiveness of the machinery and other things which
men use as mears to the attainment of their ends. Let us look
at some instances of this change. :
Formerly men pumped up by hand, or brought in buckets
whatever water they wanted. Now water-companies: erect
expensive works, and the water flows where it is wanted. Every
such water-supply represents effort economised by being
capitalised. So all the modern contrivances for lighting and
draining towns, for carrying men and goods by railways and
canals, and for carrying news by telegraph, enable men to attain
their ends with much less total effort than they otherwise could,
on condition that they capitalise a large part of their effort ;
that is on condition that they make a great outlay at starting in
the expectation of being rewarded by the benefits they will .
derive from it in the course of years. Again, the more durable
the Fixed capital that is used, the larger the total amount of the
capital that can be employed. For instance the amount of
capital which can profitably be invested in the buildings of a
‘country increases rapidly when massive stone buildings begin
to displace wooden fabrics that are quickly -built and that
quickly perish. This change is now going on in America.
Almost every important invention leads to an increase of the
scope for the profitable employment of capital. Whenever a
machine is made to do work that used to be done by hand, the
scope for the employment of capital is increased. The Net
Return of a machine may be defined as the value of the work
that it does after allowing for Depreciation and the expenses of
working it, including the Earnings of Management. Machines
are often invented which cannot be used because their Net
Return would not afford the market rate of interest on the
capital invested in them. In course of time, when the machine
is improved so that-its Net Return would afford this interest, it
is brought into use, and offers a fresh field for capital. Thus
every increase in the advantages that can be obtained by the
use of expensive machinery increases the scope for the profit-
able employment of capital, and thus raises the rate of interest.
* We see then that an increase in the durability of Fixed

'
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capital, and an extended use of .machinery and other Auxiliary

capital, increase the amount of capital which is required to

assist and give employment to industry; conversely every such
change diminishes the amount of industry which is required to
assist and.give employment to capital. Every such change

- increases the demand of industry for the aid of capital.

§ 3. Next, the ‘amount of capital, of which the aid in
production is demanded by a given population in a given state
of the arts of production, depends on the rate of interest at
which they can obtain its aid.

" To fix the ideas, let us take some particular trade, say that
of hatmaking, and inquire what determines the amount of
capital which it absorbs. Suppose that the rate of interest is
4 per cent. per annum on perfectly good security ; and that the
hatmaking trade absorbs a capital of one million pounds. This
implies that there is a million pounds worth of capital which
the hatmaking trade can turn to so good account that they
would pay 4 per cent. per annum #nef for the use of it rather
than go without it : net, that is exclusive of all allowances for
Trade and Personal Risks and Depreciation. Some things
are necessary to them; they must have not only some food,
clothing, and houseroom, but also some Circulating capital such
as raw material and some Fixed capital such as tools and perhaps
a little machinery.

Of course competition prevents anything more than the ordi-
nary trade profit being got by the use of this capital; but the loss
of it would be so injurious that those in the trade would have been
willing to pay 50 per cent. on the capital, if they could not have
got the use of it on easier terms, There may be other ma-
chinery which the trade would have refused to dispense with
if the rate of interest had been 20 per cent. per annum, but not
if it had been higher. If the rate had been 10 per cent,, still
more would have been used ; if it had been 7 per cent, still
more; if 5 per cent,, still more ; and finally the rate being 4 per
cent. they use more still. When they have this amount the
Final Utility, as we may say, of the machinery, i.e. the utility

. of that machinery which it is only just worth their while to
employ, is measured by 4 per cent. A rise in the rate of
interest would check their use of machinery; for they would
avoid the use of all that did not give a net annual surplus of
more than 4 per cent. on its value. And a fall in the rate of
interest would lead them to demand the aid of more capital,
and to introduce machinery which gave a net annual surplus of
something less than 4 per cent. on its value. Again, the lower
the rate of interest the more substantial will be the style of
building used for the hatmaking factories and the homes of the
hatmakers., And a fall in the rate of interest will lead to the
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employment of more capital in the hatmaking trade in the form
of larger stocks of raw material and of the finished commodity
in the hands of retail dealers. .

A fall in the rate of interest would increase the demand for
capital on the part of some trades more than of others. A
century ago it would have had little effect upon agriculture ; but
now it would much promote the use of farming machinery and
of improvements the return to which is expected to be spread '
over a long period of years. In cotton manufacture, again, it
would have but little effect, because the work of that trade is of
so uniform a character, and on so large a scale, as to give
continuous employment to almost any machine that can be
invented for it ; though even in that trade an increased command
over capital will quicken the adoption of improvements in
machinery. But in the wood and iron manufacturing trades
there are a great many machines which it would be economical
to use if they could be kept continually at work ; but for which
small factories can only find occasional employment. The use
of such machinery would be increased by a fall in the rate of
interest. .

Of course there are some years of depression of trade in
" which the Net Return of a good deal of machinery is nothing
at all ; and again some machinery is made which never gives
any Net Return. But if we look at average results, we find
that the Net annual Return of the machinery and other capital
in use in a country just affords interest on its value at the rate
current there. If for instance we supposed, what is about the
fact, that the rate of interest in England is 4 per cent., and that
all the various trades of England employ between them in
different ways a capital of £4,000,000,000 ; this would show that
£4,000,000,000 is just that amount of capital which can be
employed in England at the present time without the use of any
which is thought likely, after allowing for risks, to give an
annual Net Return of less than 4 per cent. on its value,

§ 4. Thus the Demand for the loan of capital obeys a law
similar to that which holds for the sale of commodities. Just
as there is a certain amount of a commodity which can find
purchasers at any given price,and when the price rises the amount
that can be sold diminishes, so it is with regard to the use of
capital. In any given state of the arts of production in a
country, there is a certain amount of capital which it would be
worth while for the various trades to employ in industry if they
have to allow capital’s share of the year’s Earnings-and-interest
Fund to be 7 per cent. on the capital ; or, as we may say, if they
have to pay 7 per cent. per annum for the use of capital. If
they have to pay 6 per cent. for its use, it will be worth their
while to employ a larger amount ; if § per cent. a larger amount
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still; if 4 per cent. a larger amount still ; and so on. And the
Law of Demand for capital is :— : .

The Demand for capital increases with every increase in
the numbers of the population, the natural resources
of the country, the efficiency of the arts of production,
the scope that these arts afford for the employment of
Auxiliary capital, and the durability of Fixed capital.
The rate of interest at which capital can find employ-
ment in a country with any given industrial population
in any given state of the arts of production, depends on
the amount of the capital offered for loan. It rises
with a diminutian and falls with an increase of this
amount. Conversely, the amount of capital for which
occupation can be found, increases with a fall and
diminishes with a rise in the rate of interest at which
capital is offered on loan. The current rate of interest
measures the Final Utility of capital to each borrower;
that is the advantage to him of the use of that
capital which he is only just induced to employ.

. § 5. The rate of interest is in equilibrium when it is
just that at which the whole supply of capital can find em-
ployment,

The annual addition to the capital of a country is seldom
any considerable part of the whole, so that if we consider only
short periods of time we may, without any great error, regard
the supply as fixed during that time. - On this supposition, the
Law of the rate of interest becomes similar to that of the value
of a commodity, the amount of which cannot be increased :
Demand is the sole regulator of value. The rate of interest is
then simply determined as just that which will call forth a
demand for the existing capital.

§ 6. But when we are considering long periods of time we
cannot neglect the influence which the rate of interest exercises
on the increase of capital : and the problem becomes difficult.
To simplify it, let us begin by making the opposite assumption
to that which we made when we supposed the supply of capital
to be fixed independently of the rate of interest. Let us now
suppose that the rate of interest,—the price that can be obtained
for the use of capital—exercises an overwhelming influence on
the accumulation of capital.

Let us imagine for instance that people would save rapidly
if they could obtain § per cent. per annum interest for their
capital ; but that if they could not obtain as high a rate as this,
many of them would cease to save and begin to consume their
capital. In this case the Normal rate of interest for secure
investments would be fixed at 5 per cent. For so long as the rate
of interest was more than § per cent.; capital would accumulate
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rapidly, The growth of capital would make the division of the
produce more favourable to industry and less favourable to
capital ; earnings would rise and interest would fall. . If it fell

ow 5 per cent.,the accumulation of capital would be checked,
and many would consume their capital. The demand of in-
dustry for the aid of capital would thus be increased, the divi-
sion of the produce would become more favourable to capital ;
earnings would fall, and the rate of interest would rise again to
5 per cent,, and so on. Thus a rate of interest of 5 per cent.
per annum would be the Centre or Normal value toward which
the remuneration of abstinence continually gravitated, and any
deviation from which would be but a temporary irregularity, .
which the moment it exists, sets forces in motion tending to
correct it.

On this assumption the Normal raté of interest would be
fixed at 5 per cent. independently of all changes in the field for
the employment of capital ; such as the opening up of rich new
countries, or inventions that gave room for vast extensions of
Fixed capital. Of course such a change might raise the rate of
interest temporarily ; but since this rise would, on our present
hypothesis, call rapidly into existence a vast increase of capital,
interest would not remain for any considerable time higher than
5 per cent. On this supposition the Normal rate of interest
would be rigidly fixed in the same way as is the Normal value
of-a commodity, the Expenses of production of which are inde-
pendent of the amount produced?.

§ 7. But in fact the influence which the rate of interest
exerts on the accumulation of capital is much weaker than
we have supposed it to be in this imaginary case. The motives
which men have for saving are various, and their characters
differ widely; some will be improvident however high be
the rate of interest; and however low it be, others will save
for their families and for their own old age. On the whole
a fall in the rate of interest in a country is likely to check
the growth of capital in some ways, and to promote it in
others, but the latter effects are on a smaller scale than
the former, so that a fall in the rate of interest will diminish
the rate of accumulation of capital to some extent, though often
only to a small extent?,

The Law of Supply of capital is then that :—

The natural resources, and the numbers of the industrial
population of a country, and the state of the arts
of production in it, constitute the field of employment
for capital, and determine the rate of interest at which
any given amount of capital can be employed in

1 See Book 1n. ch, v. § 3. % Book I. ch. vi. § 4.
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it. The rate is in equilibrium when it is just that
at which the whole supply of capital can find employ-
ment. The supply depends upon the slow operation
of many causes, one of which is the rate of interest.
: Combining this with the Law of Demand we get the Law of
the Normal Rate of Interest, which is :—

. When the economic conditions of a country have been
nearly uniform for a long period of time, the supply of
capital is such, that the rate of interest which can be
obtained for it is that which has been required to cause
this supply to be forthcoming; and the rate thus deter-
mined is the Normal rate,

§ 8. The greater part of the capital in England has
been accumulated since the country entered on the economic
phase in which it is now; and the Normal rate here is
about four per cent. a year on good security. In the case of
England the influence which foreign markets exert on the rate
"of interest is of primary importance. If the rate were to rise
much above four per cent., a great deal of capital that is now
sent abroad for investment would be retained at home. More
capital would be employed here; the demand of capital for the
aid of industry would rise; and this would make wages rise
at the expense of interest. On the other hand, if the rate were
to fall much below four per cent., the amount of capital seeking
investment here would diminish; there would be less com-
petition on the part of capital for the aid of industry; the
division of the produce of capital and .industry would be more
favourable to capital ; and the rate of interest would rise.

- The Normal rate of interest in England does not seem likely
to deviate much from four per cent. for some time to come; but
it may be slowly altered by changes in the field of employment,
while the market rate of interest is oscillating rapidly up and
down on either side of the Normal rate as a centre.

Before the invention of the steam-engine it seemed
likely that the Normal rate of interest in Western Europe would
soon become lower than it is now. The changes that have come
over the face of modern industry have given room for the
profitable employment of a vast amount of Auxiliary capital
of which £700,000,000 have been invested in English railways.
Successive inventions together with the development of foreign
commerce have enabled capital to increase much faster than

opulation, without causing any fall in the rate of interest. And
ﬂistory records several other periods during which the wealth
and capital of a nation increased very rapidly, while at the same
time the opening out of new fields for the employment of capital
was causing a rise in the rate of interest,

In new countries the return which nature gives to man’s

.
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work is often so rich that, though the wages of labour are high,
ten per cent, or more can be got for the use of capital. But
capital rushes in from older countries; and before a. district
has been occupied for many generations, the richest natural
sources of wealth become private property for which a high rent
is demanded. And then the produce which remains to be
divided between capital and labour, the Earnings-and-interest
Fund, obeys the Law of Diminishing Return and does not
increase as fast as the capital increases: so that it no longer
affords a very much higher rate of interest than that which can
be had in older countries. A rate of eight per cent. on sound
investments has spread like a wave steadily over the greater part
of the North American Continent; and this is being followed by
waves of seven and of six and even five per cent. interest that
have already started on their way westward and southward from
the Northern Atlantic States, ‘

§ 10. It is difficult to forecast the distant future of the rate
of interest. Hitherto the progress of civilization has increased
the willingness to save at a low rate. In old countries,
in which men are accustomed to work patiently for small gains
and to value highly the possession of a secure income, a
low rate of interest seems to have little effect in checking
the accumulation of capital. In England for instance, in spite
of the low rate of interest, the capital of the country is increasing
at the average rate of about /200,000,000 annually, that is
by a little more than a thirtieth of its total amount. If this rate
of increase were sustained for four hundred years, the capital
owned by Englishmen would be multiplied a million fold, and in
eight hundred years a billion fold. But however high the hopes
we may have of the future progress of the arts of production, we
cannot suppose that there will ever be a field for the profitable
employment of as much capital as this. Sooner or later the
rapid growth of capital must increase the competition of capital
for the aid of labour, and diminish the competition of labour
for the aid of capital; so that capital’s share of the total net
produce will cease to be proportionately as large as before.
And, at the same time, the total net produce that can be
obtained by a given amount of capital and labour will diminish
according to the Law of Diminishing Return. So that ulti-
mately the Normal rate of interest will fall.

There is no reason to think that it will fall rapidly down to
a minimum and then remain stationary. Rather should we
expect that, with some slight oscillations, the Normal rate
of interest will keep on falling, but that the rate of its fall will
become continually slower and slower. It is thus likely never
to attain but always to be approaching its mininum. But
we have no means of guessing what that mznimum will be,



CHAPTER XI
WAGES.

§ 1. WE have seen how the produce of land, capital.and
industry, exclusive of rent and taxes, is divided into Interest and
Earnings; into the share which remunerates abstinence, and
the share which remunerates work whether bodily or mental.
Let us now look at the way in which this latter part is Normally
subdivided among unskilled labour and the different kinds of
skilled labour and of business power.

We are not now concerned with the advantages which
custom or social opportunities or trade organizations give to the
various ranks of industry in bargaining for their several shares
of the Earnings-and-interest Fund; but when we come to discuss
the theory of Market wages in the next Book, we shall see how
such advantages may cause the wages of a trade to diverge
for a considerable time from their Normal level.

Let us first inquire what constitutes the Normal demand
for the work of each trade. This demand depends partly upon
the desire of consumers to obtain the things which that trade
produces or helps to produce, and partly upon the extent to
which its aid is wanted by other industrial classes and the owners
of capital who take part in making these things. Thus the
demand for the work of a trade may be said to depend on
the competition for its aid in production. The meaning of this
term may be made more clear by an illustration.

The recent advance in England’s wealth has caused a great
demand for building ; and those who produce other things have
had to give more of them than before for the purchase or hire of
a house. There has been an increased competition for the aid
of the building trades, which has raised their wages and enabled
them to obtain a larger share of the wealth of the country than
before. Now suppose that during such a rise in the price of
houses, there is a sudden check to the supply of (say) house
carpenters. The rest of the building trades will then find it
difficult to obtain the aid of carpenters to supply roofs, floors,
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&c. And since the work of masons, plasterers, and master

builders will be of little use without such aid from the carpenters, -

the competition of the other building trades for the aid of
carpenters will force up the wages of carpenters, and enable
each of them to obtain an exceptionally large share of the
Earnings-and-interest Fund.

This competition will not act directly; the masons will not
ask the carpenterstoassistthemintheirwork. Itwill act indirectly
through the master builders; for, as we shall see presently more
fully, in all conflicts between the different industrial classes the
employers of labour act as buffers, which absorb part of the
force of a blow, but pass on most of it to others. The scarcity of

carpenters will compel employers to offer them higher and higher

wages ; the consequent rise in the price of houses will check the
demand for them; the employers will have an over-abundant

supply of masons and other labourers, and will lower their -

wages. Meanwhile the check to the buildifig trade will increase
the competition among master builders, and so diminish their
own Earnings of Management. Thus the increased competi-
tion for the aid of carpenters will raise their wages, and this
rise will be obtained partly at the cost of those who require
houses, partly at the cost of the rest of the building trades
including the master builders.

§ 2. The demand for unskilled labour depends on the
competition there is for its aid, whether in producing things
or in ministering directly to people’s wants. It is increased
firstly by every increase in the amount of capital that is ready
to support and assist industry, and secondly by every increase
in the amount of business power and of skilled labour of various
kinds, that are competing for the aid of unskilled labour in the
work of production.

When the wages of unskilled labourers exceed thHat amount
which enables them to maintain the Standard of Comfort to
which they are accustomed, population increases fast; but
when they are less, the growth of population is checked. For
instance, the daily wages of unsﬂilled labourers in England
have seldom been less than what would purchase half a
peck of wheat; and they have seldom risen above what would
purchase two pecks; they have oscillated up and down between
these two limits. If it were a fact that whenever the day wages
of unskilled labour were less than a peck of wheat, population
diminished, and that whenever they were greater than a peck
of wheat, population increased rapidly; then a peck of wheat
would be the Normal day wages of unskilled labour. For when
a high rate of wages caused a rapid growth of unskilled labour,

it would increase the competition of unskilled labour for the

aid of capital ‘and of other classes of industry; and this would
M. 9

.~
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lead to a fall of wages: conversely when a low rate of wages
checked the supply of unskilled labour, it would lead to an
increase in the comtpetition on the part of capital and other
classes of industry for the aid of unskilled labour; and this
.would lead to a rise of its wages. Thus a peck of wheat would
be the centre or Normal value towards which the remuneration
of unskilled labour constantly gravitated, and any deviation
from which would be a temporary irregularity, which, the
. momient it exists, sets forces in action tending to correct it.

. The Standard of Comfort is not in fact rigidly fixed. But
yet it is, at any place and time, so nearly fixed, and does exercise
so great an influence on the growth of population, that the
wages which afford the means of maintaining this Standard may
fairly be called the Normal wages of unskilled labour there and
then. When wages are at this level they are in equilibrium,
unless there happens to be at the time a great change in

. the field of employment for labour. This is the Normal or
Centre value about which fluctuations of Supply and fluctu-
ations of Demand cause the wages of unskilled labour to
oscillate. But the Normal value itself varies from place to
place and from time to time with changes in the Standard of
Comfort of the people. A rise of wages caused by an increased
demand for labour will be temporary, unless it lead to a rise in
the Standard of Comfort; in which case it will be permanent,
and Normal wages will be raised.

§ 3. Next with regard to various kinds of skilled labour.
The demand for each class of skilled labour depends on the
competition there is for its aid. It is increased firstly by
every increase in the capital that is ready to support and assist
industry, and secondly by every increase in the unskilled labour,
in the skilled labour of other classes, and in the business power
that are competing for the aid of labour of this class.

The causes which determine the supply of skill of any kind
in one generation are, as we have seen, chiefly to be sought in the
opportunities and the habits of the previous generations. The
trouble and expense which parents will undergo in preparing their
son for his work depend on their means, their habits of fore-
thought and self-denial, and their knowledge of and access to
various trades. The poorer and the more ignorant parents are,
the bigher is the rate at which they are likely to discount the
wages which their son will receive at a future time. The lower
parents are in the social scale, the greater must be the advantages
which they can procure for their son by a given outlay on
his education in order that they may be induced to make it.

Parents generally bring up their sons in the same industrial
grade as their own; there is so much freedom of intercourse
between different trades of the same grade in the same place
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that their wages (or more. strictly their Net Advantages)
seldom differ much for anylong period together. - Any increase
in the inducements to parents to bring up their children to 4
trade, or to adults to enter it, increases the supply of labour in
it; the chief part of this supply being drawn from trades in‘the
same grade with it, : '

Thus we are brought to the Law of Normal Wages, whichis :—

The amount of the Earnings-and-interest Fund, and the
way in which it is divided into the shares of interest
and earnings being already known, the wages of each,
trade depend on the way in which this latter share is
sub-divided. The Normal wages of a trade are there-
fore determined by the relation in which its wages (or
‘more strictly, its Net Advantages), must stand to those
of other trades in order that the supply of labour in it
may be kept up, and this depends on the difficulty of
the work to be done in it, on the expensiveness of the
general and special education, and on the natural
qualities, physical, mental and moral, required in it.

Trades in the same industrial grade generally require an
equally difficult and expensive education, and have
equal wages. The lower the grade of a skilled occupa-
tion, the higher is the ratio which its wages bear to the
expenses of preparing for it.

When a rise in the wages of a trade above the Normal
value causes a rapid increase of the numbers in it, its members
find a diminished competition on the part of others for their aid;
they are at a disadvantage in bargaining for their share of the
produce of land, capital and industry, and their wages fall. Con-
versely when a fall in the wages of this grade below the Normal
value checks the increase of the numbers in it, the competition on
the part of capital and the other classes of industry for the aid of
this trade is increased, and its wages rise. But when the wages
are at the Normal value they are 7»z eguilibrium,; the growth
of numbers is neither so fast as to lower them, nor so slow as
to raise them. Toward this value the wages of the trade
continually gravitate, and any deviation from this rate is a tem-
porary irregularity, which, the moment it exists, sets in motion
forces tending to correct it. ‘

But these forces often act very slowly because of the friction
of various social and economic obstacles that hinder men’s pass-
ing from one trade to another, especially if they are in different
grades; and the “temporary irregularities” may extend over very
long periods of time. Fluctuations of supply and demand cause
the wages of each trade to oscillate above and below their
Normal value ; just as a floating cork oscillates with each
passing wave, above and below the surface of the sea. The

9—2
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Normal wages of skill of various grades rise or fall slowly, as
the tides rise or fall. They change with those slow changes in
the social condition of various ranks of the people which work
themselves out in the course of many generations.

The effect of progress is as a rule to increase the supply of

intelligence and ability, so that if the difficulty of the work to be
done did not increase, the wages of skilled labour would be
likely to fall. And in fact the Task-wages, that is the wages
that are paid for skilled labour of a given efficiency, are falling in
many branches of manufacture ; though they are on the whole
rising in some trades which are under specially favourable
circumstances, as for instance the building trades. But the
difficulty of the work to be done, and the intelligence required for
doing it are increasing, and the average earnings of the workers
—their Time-wages—are generally rising, even where their Task-
wages are falling.
* § 4. Arise in the Time-wages of any trade tends to diminish
profits. But if the wages that are paid for work vary according
to its efficiency—if Task-wages are unaltered—the share of the
produce of industry that is left for others will be the same
whether Time-wages are high or low. It is only where the rise
in Time-wages is not accompanied by a corresponding increase
in efficiency, and therefore Task-wages rise, that the change is
injurious to capital. In fact when a labourer has to be supplied
with costly machinery, a rise in Time-wages is a great benefit to
capital, if it lead to such an increase of efficiency as to keep
Task-wages unchanged. Of course the machine itself some-
times “sets the pace,” and an indifferent worker may be able to
do all that is required. But such cases are much more rare
than is generally thought. Of two weavers or two turners
working side by side at similar looms or similar lathes driven
' by the same machinery, one will often do twenty per cent. more
in a day than the other; and it would be to the advantage of the
employer to secure the energetic man by paying him more than
twenty per cent. more Time-wages, that is, by paying him Task-
wages at a little higher rate than he pays the inefficient man.
For in this way he will turn his machinery and the space in his
factory to the best account.

Even in the case of unskilled labour it is to the advantage of
capital that Time wages should rise, provided Task wages do
not rise too. If two labourers at 18s. a week will do as much
work as three at 12s., the former are in the long run cheaper.
For they are likely to remain longer in full health and strength
and to have healthier and stronger children than the’others ;
and a much heavier burden will be imposed on capital through
the poor rates by three low-waged than by two high-waged
labourers.
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There is however a limit beyond which a rise in the Time-
wages of unskilled labourers will not cause a proportionate
increase of their efficiency, and when this limit is passed any
further rise in Time-wages will raise Task-wages too ; but even
then the rise of Task-wages will be slower than that of Time-
wages. The growth of capital and the progress of the arts of
manufacture will, if wars can be kept down, make the world rich
enough to afford high wages for that little unskilled labour which
cannot be supplanted by machinery. This increase of wealth
will not indeed raise the wages of unskilled labourers if their
Standard of Comfort remains low and they marry imprudently.
But a time may come when the Standard of Comfort of un-
skilled labourers will be such as to keep them from rapidly
increasing their numbers, even though their wages have become
as high in old countries as they are now in new countries.

I§ 5. The influence which demand exerts on wages is some-
times expressed by saying that under a system of free competi-
tion every man’s wages tend to be equal to the discounted value
of the produce of his labour. :

Let us for instance imagine a thing to be made by unskilled *
labour alone without any superintendence, and without the aid
of any capital except that which. was advanced in the payment
of wages. Suppose that this capital has been advanced gradually,
some of it a short time, some a long time, on the average half-a-
year before the thing is ready for sale. Let the rate of interest .
for six months, allowing for risk, be five per cent. Then if the
thing can be sold for £105,the Discounted value of thishalf-a-year
beforehand will be £100. And competition will tend to make the
wages of thosewho made it equal to this Discounted value of £100.

But a case as simple as this never occurs in practice. The
earnings of many different kinds of industry, one of which is
almost always that of Superintendence or Management, enter
into the Expenses of production, and therefore into the price of
almost everything that is sold. And in order to deduce from
the price the earnings of ene of these kinds, we must find out
not only the interest on the capital employed but also the
earnings of the other kinds of industry, and deduct them all from
the value of the produce raised. We cannot then speak of the
Discounted value of the work of any one of these classes. But
we may still speak of the “Net Return” of that labour. The
Net Return of a machine was defined as the value of the work
that it does after allowing for Depreciation and the Expenses of
working it, including the Earnings of Management. The Net
Return of a man’s labour is the value of the produce which
he takes part in producing after deducting all the other Expenses
of producing it

1 A statement of this kind has been mistaken by some writers for a
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This_phrase is very ‘useful when we are exan 1g the part

"which- Demand takes in determining wages. For instance, if

the demand for houses is rising, the Net Return of the labour
of some or all of the various building trades must be increasing.

There may be signs of a greater scarcity of labour in one of the

building trades, as for instance that of the carpenters, than in
others; and if we believe that the earnings of other branches
of the bulldmg trades (including the Earnings of Management
of the master builders) are not likely to rise, we may say that
the competition for the aid of carpenters’ labour will increase,
that the Net Return of their labour will rise in value, . that they
therefore will get an increased share of the Earnings-and-interest
Fund ; and that their wages will rise.

Again the phrase Net Return of labour can be usefully
applied in explaining the influence of Demand in equalising
Task-wages in the same occupation. This influence may be
described by saying that under a system of free competmon
every man’s wages, or more generally every man’s earnings,
tend to equal the Net Return of his industry.]

theory of wages. - But really it is only the Law:—‘Value tends to
equal Expenses of production”—written in a new form.




CHAPTER XIIL

EARNINGS OF MANAGEMENT.

§ 1. We have seen that the supply of business power is
determined in all essential respects in the same way asthe supply
of skilled labour ; we have now to examine the Laws that govern
the Normal Earnings of Management. These Laws appear at first
sight to differ much, and they really do differ -a little from those
which govern the Normal wages of skilled labour; the chief
difference arising from the fact that the Earnings of Manage-
ment can be obtained ‘only by those who have the control of
capital. Let us then begin by comparing the Earnings of
Management of two mmen carrying -on similar business, the one
with his own capital, the other with borrowed.

The man who works with his own capital considers that
his Earnings of Management are the whole net profits of his
business after deducting the interest that he could obtain by
letting out his money on good security. But interest at a much
higher rate than this must be paid by a man who borrows
capital for his business, at all events unless his own property
is sufficient to give good security for it; and interest at this
high rate must be deducted from the profits of his business

-in order to find his Earnings of Management. The rate of
interest which he hasto pay is high, because in his case a new
set of risks is intreduced in addition to those unavoidable risks
which exist in-every business.

" Those risks which arise from such causes as the chance

of destruction or depreciation in value of the capital. .
empleyed, or of the goods produced in it, are inseparable
from business, and may be called Trade Risks. Those
further risks which are introduced when the capital
of one man is under the control of another, may be
called Personal Risks. These are due to the mistakes
that the lender may make with regard to the borrower’s
business ability, and honesty. .

A man trading with his own capital has every motive for
exerting himself to discover whether he is carrying on his
business at a loss. But the man working with borrowed capital
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has not such strong motives. If his moral sense is not very
active he may, without intending any deliberate fraud, carry ‘on
. a losing business so long as to cause heavy losses to his creditors.
If he has not a strict sense of honour, and finds himself in
difficulty, he may plunge into rash speculations: for if they
succeed, the gain will be his ; and he may not care whether he
fails for a large or a small sum.

One way in which the lender can insure himself against
these various risks is by charging a high rate of interest for his
loans. But a xery high rate would be required to cover the
risk of loans made for a long period of time ; and therefore such
loans are generally made for short periods. The shorter these
periods are the less is the risk which the lender runs, and
the sooner can he recover the use of his capital for himself,
if the course of his own trade should make him wish to do
so.- Thus Bankers and others are willing to lend money for
a few months! at a rate of interest sometimes not exceeding
three or four per cent. 2 year, even when the best security that
the borrower can offer would not induce them to lend him
capital for a long period of time at any moderate rate.

But a man wgo is much dependent on such short loans
labours under great disadvantages. Forif any misfortune should
injure his credit, or if a disturbance of the money market should
cause a temporary scarcity of loanable capital, he may be quickly
brought into great straits. He may not be able to obtain a
renewal of the loans on moderate terms, or even on any terms,
and may thus be cut short in his most hopeful enterprises. One
of the chief symptoms of an impending commercial crisis is a
rapid succession of forced sales at a loss by those who have been
trading with capital borrowed for short periods.

Thus it appears that a trader who works on borrowed
capital has in one form or another to glay a high rate of interest.
But though high, it is not sufficiently high to prevent him from
competing with those who trade with their own capital. On
the contrary men trading with borrowed capital seem likely to
displace to a great extent those trading with their own. -

The reason of this is not far to seek. A man who has a
capital of £50,000 can easily obtain a secure income of 42500 by
lending it out. And very likely he may not care to undergo the
labours and anxieties of a business life unless he can get Earnings
of Management of £2500, or even £35,000 a year, exclusive of
course o% Insurance against Trade Risks. But a man of equal
ability who owns little capital, and who therefore cannot live in
comfort without working, will be content with lower Earnings of
Management. He may be willing to employ £50,000 of bor-

! This is done chiefly by *discounting bills.”
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rowed capital, in addition to his own, even though after allowing .
for the interest that he actually pays and the indirect risks that
he runs through working with bortowed capital, he does not
clear more than £1000 a year by the work, He can therefore
afford to sell at a price too low to give that rate of profits which
the man of independent means requires. Thus those who
depend on their business for a livelihood, undersell and drive
out of trade those who are not so dependent™

§ 2. Again a man may obtain Earnings of Management by
carrying on a business with capital, the owners of which take a
part at least of the risks of the business. The simplest way of
doing this is the old plan of partnership. In former times a man
of little capital had small chance of getting high Earnings
of Management unless he could obtain the confidence of some
wealthy man or private firm, who admitted him as a partner.,

Again, if a man thinks that he can profitably employ more
capital than his own in his business, he often converts it into
a joint-stock compamy. That is he admits others to shares
in his business : they take a share of the risk and a corresponding
share of the net proceeds that remain after paying him Earnings
of Management according to some plan agreed upon between
them2 A joint-stock company of this kind which is managed .
by its chief shareholder or shareholders, mayact almost as freely
and promptly as a private firm can. It has some special disad-
vantages ; but under favourable circumstances, it may hold its own
even in trades which require ready enterprise and quick action.

The business of a large joint-stock company is however often
carried on by Directors, who give it only a little of their time,
and General Managers, who give their whole time. The
General Managers are seldom men of much capital, and are
contented to work for moderate salaries. The business of such
a company will almost always be managed with less energy and
economy than a similar private business in able hands. As
Mill says, it may be possible to secure in hired managers that
fidelity which shrinks from a deliberate neglect of duty, but not
that zeal which is continually laying schemes by which greater
profit may be obtained, or expense saved, and which is ever
anxious about small gains and small savings.. If however the

1 This is making English commerce increasingly democratic, and
does much harm in preventing ‘‘the long duration of great families of
merchant princes....But the propensity to variation in the social as in
the animal kingdom is the principle of progress.” See Bagehot’s Lombard
Street, Introductory chapter. :

3 This is similar in some respects to the old plan of introducing
‘‘sleeping partners” into a private firm. The sleeping partners supply
Capital and take a share of the risk, but have no part in the Manage-
ment. . .
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. company is large, and it can afford to pay fairly good salaries to
its officers, its affairs' are likely ta' be iii many ways better
managed than those of a private business in the hands of men
of second rate ability. The directors are usually men who can
bring a wide and varied business experience to bear in laying
down the broad principles on which the affairs of the company
are conducted, and in judging the ability and industry of the
chief officials under them. So that the management of a large
joint-stock company, though generally far from perfect, i1s

" seldom very bad except where there is wilful wrong doing.

The publicity of joint-stock companies helps more than it
hinders them in trades in which it is necessary to obtain
public confidence, as for instance in banking and insurance.

- They have a monopoly of railways and other undertakings which
require enormous capitals, and they are fast pushing their way in
all businesses in which large capitals can be managed chiefly by
routine and in which there is little need for bold and speculative
enterprise. For they can thrive with a much lower rate of
profits than will remunerate a wealthy capitalist for under-
going the worry and fatigue of business. The growth of
Joint Stock Companies offers great opportunities to those who
have business power, to obtain the control over capital.

- § 3. We may next inquire how the Earnings of Management

of a business are related to the capital employed in it. Is the

Normal rate of profits for all capitals employed in trades of the

sam;: difficulty the same whether the capitals be large or

small?

If two businesses in different trades are equally difficult
and disagreeable, and require equal capitals, there will of course
be a constant tendency to equality of their Earnings of Manage-
ment. There may indeed be great differences between the
Earnings of Management of two men with the same capital in
the two trades; but so there may in one and the same trade.
These differences arise from inequalities in ability or good
fortune, just as do those between the earnings of successful and
unsuccessful medical men or barristers. Again it is true that an
able business man who starts in life with a great deal of capital
and a good business connexion is likely to obtain -higher
Earnings of Management than an equally able man who starts
without these advantages. But there are similar, though smaller,
inequalities between the earnings of professional men of equal
abilities who start with unequal social advantages.

What is meant then is that competition tends to equalise the
Earnings of Management of men of average ability and good
fortune in two occupations in which equal capitals are employed,
and which are equally difficult and disagreeable. The profits in
each case are to be found by adding the Earnings of Manage-
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ment to the interest on the capital employed. And since
the amount of capital employed is the same, and the rate of
interest to be allowed is, under the modern system of banking,
practically the same for all trades, the amount of interest is the
same in the two cases. Therefore when the Earnings of
Management tend to equality in the two cases, the profits of the
businesses tend to equ&ity. So that :—

The profits on equal capitals tend continually to equality
in trades which involve equal risks, discomforts and
exertions; and which require equally rare natural
abilities and an equally expensive training.

It has however already been noticed that if ,{:gloo has been
invested in the production of a thing two years before it is ready.
for sale, we must allow twice, or rather more than twice as
much under the head of interest as if the £100had been invested
only one year before it was ready for sale : but the amount to be
allowed under the head of Earnings of Management on the £100
will be nearly the same in the two cases. So that the annual
rate of profits will be much lower in the former case than in the
latter. For this reason the annual rate of profits on the total
capital employed is, as a gemeral rule, lower in trades which
make great use of Fixed capital, than in trades in which nearly
all the capital is Circulating.

§ 4. We have next to examine the consequences of the
fact that the management of a large.capital in any trade almost
always requires rarer natural abilities and a more expensive
training than the management of a small capital requires. We
-have seen that a man who conducts a large business must look
far ahead, and wide around him ; and that he must be continu-
ally on the look out for improved methods of carrying on his
business, while the man who manages a small business may be
content to follow the lead that is given to him by his neighbours.
The former pays subordinates to do the work on which the latter
spends the greater part of his time ; and devotes all his energies
to planning, and organizing, to forecasting the future and pre-
paring for it. He must have a knowledge of men and the power
" of managing them. He must select his subordinates well, and
while keeping the control of the business in his own hands, he
must give them the freedom which will call forth their energy
and sense of responsibility. Those who cannot do this, are in-
capable of building up a large business, or even of keeping one
together, if inheritance or other accident should put them in
possession of it.

A man who has all the rare qualities that are required for
managing a large business will, unless he is specially unlucky,
make a high rate ‘of profits on his capital. These profits will
increase his capital, and will encourage him to devise and carry
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out bold. plans on a broad basis. The confidence that others
have in him will ehable him to borrow capital ‘easily; and thus,
because he has the faculties which are one condition of getting
‘high Earnings of Management, he will rapidly acquire that con-
trol of a large capital which is the other condition.
We see then, firstly, that higher faculties are required for the
- management of a large than of a small capital ; and secondly
that there is a process of selection continually going on by which
those who have some capital and great business power, soon get
. control over a large capital ; while on the other hand those who
have not business power will speedily dissipate a large capital
if they happen to get control over it, These facts shew that
the Earnings of Management in large businesses must be on the
average higher than those im small; and they even give some
reason for thinking that the average Earnings of Management
in different businesses in the same trade vary almost in propor-
tion to the capital employed. There is howeveran indepengent
and stronger reason for believing that there is often the same
average rate of profits on different capitals in the same trade.

Let us suppose for instance that A and B are proprietors of
neighbouring cotton factories which are alike in every respect
excepting that A’s is twice as large as B’s. They hire labour
and they buy their raw cotton, machinery, building materials,
&c., in the same market and at the same price. There may
indeed be a few slight economies in A’s business of which B
cannot avail himself ; and on the otherhand A may have to pay
subordinates for doing some of the work that B with his smaller
business finds time for doing himself. But if these differences
be neglected, all the Expenses of production, other than profits,
of a yard of A’s calico will be the same as those of a yard of B’s ;
and since they sell in the same market at the same price, the
groﬁts made on each yard of calico will be the same for A as for

. The rate of A’s profits will be the same as that of B’s:
A’s Earnings of Management will be twice those of B.

The results which theory thus indicates are confirmed by
experience. Experience and theory alike tell us that as a
general rule there is a constant tendency to equality of the rate
of profits not only on equal capitals, but also on unequal capitals
in the same trade, and in trades that are equally disagreeable
and difficult. But there are three important exceptions to this
rule, ’

§ 5. The first exception arises from the fact that the head
of a large business often pays wages to subordinates to do a
great deal of work that the head of a small business does for
himself, and the payment for which is reckoned among his
profits. For instance the average rate of profits made by small
farmers is higher than that made by large; because the small
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farmer’s profits include the wages of the work of his own hands,
and of supervising hired labour more closely than the large
faymer can. Again the rate of ;;lroﬁts on a shopkeeper’s’capital,
particularly in some of the clothing trades, is generally higher
for a small than a large.capital, even where the two sell to the
same class of customers. For the small shopkeeper includes
among his profits the earnings that he gets by attending care-
fully to the special wants of each customer ; but the large shop-
keeper has to pay high wages for this work. .

The second exception is clesely connected with the first.
There are many trades in which small makers and dealers are
able to sell at a higher price than the large dealers can, because
they get access to a diﬂgrent class of customers. One familiar
instance of this is the fact that village shopkeepers generally get
a very high price for their goods.” Their capital is very small ;
and their profits, though at a high rate on their capital, are so
small in amount as not to attract competition. Again in money
lending, the smaller the scale on which the business is transacted,
the greater is the charge that is made for the loan of money, A
man who troubles himself to lend money by a few pounds at a
time, can often obtain a very high rate of interest for it, To
take an extreme case, there are men in London and Paris and
probably elsewhere, who make a living by lending money to
costermongers. The money is often lent at the beginning of the
day for the purchase of fruit, &c., and returned at the end of the
day, when the sales are over, at a profit of ten per cent.; there is
little risk in the trade, the money so lent is seldom lost. Now a
farthing invested at ten per cent. a day would amount to a billion
pounds at the end of a year. But no one can become rich by
lending money in this way; because no one can lend much
money in this way. The profits on the capital really consist
almost entirely of the wages of work for which few capitalists
have a taste.

The third exception arises from the influence of the Law of
Increasing Return. In many industries a large capital can avail
itself of great economies that are out of the reach of a small
capital; and the large manufacturer can make higher profits than
the small manufacturer. These industries would rapidly be con-
centrated in the hands of a few wealthy firms, if a man whose

ractical genius has created a large business, could ensure that
gis successors for several generations should have a like genius.
But in the whole course of history we meet with but very few
instances of private firms which have been managed with
eminent genius for three generations in succession, The sons
and grandsons of a successful man of business have seldom that -
rare combination of ability and assiduity which would enable
them to carry on his work. And there are many instances in
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which a vast inherited business has been quickly destroyed by
men who could have managed a small business well.

In some industries large capitals have completely driven
‘their smaller rivals from the field, and afterwards their com-
petition among themselves has reduced the rate of profits very
low. In rolling mills for instance there is little detail which
cannot be reduced to routine, and a capital of 41,000,000
invested in them can be controlled by one able man. A rate
of profits of 20 per cent., which is not a very high average rate for
some parts of the iron trade, would give the owner of such works
Earnings of Management amounting to more than £150,000 a
year. And since iron-masters can with so little additional effort
get the Earnings of Management on an increased capital,
. wealthy men remain in the trade longer than in most others;
and the competition of the great iron-masters with one another
is said to have reduced the average rate of profits in their trade
below the ordinary. level.

§ 6. We are now in a position to sum up our inquiry as to the
way in which Normal Earnings of Management are determined.

Firstly, with regard to the demand for business power. It is
. true that this demand is not measured by any definite market
price list of Earnings of Management, such as that which states
that carpenters’ wages in a certain town are ninepence or ten-
pence an hour; and it is true that the fluctuations of Earnings
of Management are greater than those of wages, because the
fluctuations of trade prosperity exert a more direct and a greater
influence on the incomes of employers than on those of the
employed. But yet the demand for the aid of business power
in production is fundamentally of tHe same kind as the demand
for the aid of skilled labour. For instance if a manufacturer
can improve the method of carrying on his business sa that the
work of four hundred men produces as much as that of five
hundred men did previously, then he will gain an addition to his
Earnings of Management equal to the wages of a hundred men.
Thus the Earnings of Management of 2 manufacturer represent
the value of the addition which his work makes to the total
produce of capital and industry : they correspond to the effective
demand that there is for the aid of his labour in production, just
as the wages of a hired labourer correspond to the effective
demand for his labour. The Law of Demand tells us that the
value in exchange of anything is the measure of its Final value
in use; that is, of its value in use to those who are only just
induced .to purchase it; and that this Final value in use
diminishes as the suggly of the thing increases. So it is with
regard to skilled labour of any kind; every increase in the
supply of it tends to diminish the Final value in use of the work
it does, and therefore to lower its wages. And so-it is with
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regard t6 any order 'of business power ; every increase in the -
supply of it tends to diminish the Final value in use of the work
it does, and therefore to lower its Earninfs of Management.

Secondly, with regard to the supply of business power.
Returning to the case of the manufacturer who obtained high
Earnings by an improvement in his methods of manufacture, we
see that his success will induce others to follow in his steps, and
that their competition will force down his Earnings. The extent
to which they will be forced down depends upon the number of
those who are able to do the work ; and this will depend on the
Earnings to be got by it on the one hand and on its difficulty
on the other. Thus the rarity of the natural abilities and the
expensiveness of the special training required for the work play
the same part in determining Normal Earnings of Management
that they do in determining the Normal wages of skilled labour.
In either case a rise in the income to be earned sets in operation
forces tending to increase the supply of those capable of earning
it ; and in either case the extent to which the supply will be
increased by a given rise of income, depends upon the social
and economic condition of those from whom the supply is drawn.

The conditions which determine the Normal demand for,
and the Normal supply of each kind of business power being
known, its Normal Earnings of Management are determined as
those which will equate supply and demand in the long run.
Thus the Law of Normal Earnings of Management is similar to
that of the Normal wages of skilled labour, and similar also to
the Law of Normal value for commodities! ; and is:—

The Normal supply of each kind of business power is that to
which the field of employment will just afford the Earnings
of Management which are required to call forth this supply :
and the rate of the Earnings o? ‘Management so determined is
the Normal rate for this order of business power.

The conditions which thus determine this Normal rate
vary from place to place and from age to age; but since busi-
ness power is easily transferred from place to place, variations
of the Normal Earnings of Management between different places
are less important than those which occur from age to age.

§ 7. Butin spite of the fundamental similarity between the
Law of Normal Earnings of Management and that of Normal ..
wages of skilled labour, there are several important differences
between the two cases. Firstly, the Earnings of Management
which a business man gets, depend upon the capital with which
he has started, in the same way as, but to a greater extent than,
the income of a professional man depends on the start in life
which the social position of his parents gives him. And a

.1 Comp. Book II., ch. v., § 3.
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. business man working with his own capital includes among his

_ Earnings the equivalent of that Insurance against Personal

Risks which must be allowed for, in some form or other, by those
-who work with borrowed capital..

Secondly, business men are chosen by a process of natural
selection from among many millions of competitors. For many
employers of labour, in some parts of England more than half,
have risen from the ranks of Eired labour. Every artisan who
has exceptional natural abilities has a chance of raising himself to
a post of command, and is in fact a candidate for the prizes that
may be earned by success in business ; and the average of these
‘Earnings of Management is high, partly because the class of
employers contains, in addition to the able men that have been
born within its ranks, a large share of the best natural abilities
that have arisen among the lower ranks of industry. While
Profits on capital invested in education is a specially important
element in the incomes of professional men, Rent of rare
natural abilities is a specially important element in the incomes
of business men.

The total amount of the Earnings of Management got by
business men in a country may be foeund by subtracting intgrest
on the whole amount of their own capital from their total net
incomes after allowing for all expenses and losses : and, even
after allowance has been made for Insurance against Personal
Risks, this amount certainly gives a very high rate of wage for
the skill and ability of business men. But this rate is not so high
as at first sight appears; for great deductions must be made on
account of those who have lost their capital in trade. The earnings
of the labour that these men have wasted, together with all the
capital that they have lost, must be deducted from the Earnings
of Management got by successful men before the average Earn-
ings of Management can be found. Those who fail are quickly
lost from sight and memory ; but their number is very great.
It is said that in America three-fourths of those who engage in
trade become insolvent in the course of the first five yearsl,

§ 8. The supply of skilled labour is increasing faster than
that of unskilled labour, and the supply of business power
is increasing faster than that of the lower kinds of skilled
labour. Thus the competition of business power for the aid
of the lower orders of labour in production is increasing. And
as a consequence the Earnings of Management that can be
got by doing work of a given order of difficulty—the Zasék-
Earnings of Management—are diminishing. The continual
increase in the complexity of business, and the continual increase
in the amount of capital that can be employed in business

1 Bowen, American Political Economy, ch. X.
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und¢ igle management, are indeed: giving to business
abilit, _ the highest order the opportunities of obtaining
greater E rnings of Management than were ever heard of in
earlier generations. But the total amount of the Earnings
of Management is not so high in propertion to the amount
of capital employed as it used to be. And the ratio which the
Earnings of Management of a business bear on the average to
the capital employed in it is diminishing; and will probably
continue to diminish. For the growth of education will increase
rapidly the supply of business power that is competing for the
aid of hired labour in production; and this competition will
prevent the Earnings of Management from growing as fast as
capital is likely to grow. ‘

Since the Normal rate of Interest is likely to fall, and the
ratio which Normal Earnings of Management bear to capital is
likely to fall, and since profits are composed of interest and
Earnings of Management, therefore the Normal rate of profits
is likely to fall. It will net fall rapidly for a time, and
then remain stationary at a minimum. But subject to some
oscillations, its fall will probably be continuous, though in-
creasingly slow, so long as the world is inhabited;by men of the
same nature with ourselves.

[



CHAPTER XIIIL

RELATION OF NORMAL TO MARKET VALUE.

§ 1. WE have seen that “every producer of a commodity
calculates the price which he will able to obtain for it,
and the Expenses of producing it, and determines by this
means to what extent it is his own interest to increase or diminish
his production. If there is free competition, his interest leads
him to act in the same way as he would if his only object were
to regulate the amount produced so that it could just be sold off
at a price equal to its Expenses of production.” Thus the
Normal value of a thing—that toward which the Market value
continually tends—is equal to its Expenses of production.
These Expenses of production may ultimately be resolved into
wages an% or rather into earnings and interest.

We have seen how each Expense of production measures
that effort or abstinence which is the corresponding element
of Cost of production. We have seen that the interest which
can be got by abstaining from the immediate consumption of
4100 worth of wealth and saving it to be used as capital, is a
practically fixed and uniform amount at any given time and in any
given country. This Normal rate of interest depends on the
one hand on the field that there is in that time and country for
the employment of capital, and on the other hand on the
supply of capital ; this supply depends on many causes, one of
which is the rate of interest that has hitherto prevailed in the
country.

The Normal wages of wnskilled labour in any time and
country depend on the scope for its employmegt on the one hand
and on its supply on the other. The scope for its employment
depends partly on the natural resources of the country, partly
on the amounts of capital, of skilled labour and of business
power that are seeking its aid in production. The supply
- of labour depends, as regards both quantity and quality, on
many causes, the chief of which is the rate of wages. It is
true that things which are luxuries in one stage of civilization
are regarded as necessaries in another, and that all such changes
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affect the Normal wages of unskilled labour. But in any given
phase of civilization the Normal Task Wages of unskilled 1labour
are nearly constant. - - . !

So with regard to the earnings of s&i/led labour, including the
incomes of professional men, and of all others who render
skilled service for payment. The earnings of each kind of
skilled labour depend on the scope for its employment on
the one hand, and on' the supply of it on the other. The
expensiveness of the education, and the rarity of the natural |
qualities required for it are the chief of the conditions which
determine the supply that will be called forth by any given rate
of wages; so that the supply is governed by laws similar in
many respects to the Law of Normal Supply of commodities, The
Normal wages of skilled labour of any given degree of difficulty,
may vary slowly. But at any time and place they are de-
termined by the social and economic condition of the people,
and they may be said to measure the efforts involved in the.
work. The fact that Earnings of Management can be obtained
only by those who have the control of capital, does not prevent
their Normal value from being determined substantially in the
same way as the wages of skilled labour. That part of the
Normal Earnings of Management which can be got by a man .
who works with borrowed capital, measures the difficulty of his
business. A man who conducts a similar business with his own
capital obtains in addition the equivalent of Personal Risks.

Thus the Cost of production of a thing is measured by its
Normal Expenses of production. If the difficulty of producing
a thing, or its Cost of production is independent of the amount
produced, Cost of production determines Expenses of production
and therefore determines Normal value. But when the amount
produced is increased, the Cost of production may increase
according to the Law of Diminishing Return, or may diminish
according to that of Increasing Return. In order to caver these
cases, the Law of Normal Value must be stated thus :—“The
Normal supply of the commodity is such, that its Normal
Expenses of production equal the value, which will call forth
a demand for this amount ; and the price so determined is the
Normal value.” Normal value still measures Cost of production,
but is not determined simply by it.

[§ 2. This is an instance of the rule that in Nature changes
generally react on one another. For instance it is not true that
the state of a man’s lungs is determined by that of his heart, or
wice wersa; but subject to external influences, the conditions of
his heart, lungs and other parts of his body determine one
another. So when .two unequal balls 4 and B are put into
a smooth basin, it is not right to regard A’s position as deter-
minidg the position of B, For though it is true that if we

10—2
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know exactly where 4 is, we can tell at once where B is,
it is equally true that if we know where B is, we can tell
where 4 is. The positions of 4 and B are determined simul-
taneously by the action of the Law of Gravitation.

' So it is with regard to Normal value. It is true that in the
exceptional case in which the difficulty of production of a thing
is fixed independently of amount produced, Cost of production
determines Normal value. But as a rule the Cost of production
of a thing is not fixed: the amount produced and its Normal
value are to be regarded as determined simultaneously under the
action of Economic Laws. .

It is then incorrect to say, as Ricardo did, that Cost of
production alone determines value : buj it is no less incorrect
to make utility alone, as others have done, the basis of value.
It is certainly true that utility is a condition of value always;
and that in cases in which the supply of the commodity is fixed,
utility determines price. It is true that the price of every
commodity must be the measure of its Final utility; that is
of its value in use to those who are only just induced to purchase
it. But it is nottrue that this Final utility determines value : for
it changes itself, according to the Law of Demand, with every
change in the amount of the commodity that is offered for
sale. This amount, and therefore the Final utility of the
commodity, depend upon the relation between the circumstances
of supply and those of demand.]

3. We have now to pass from the theory of Normal value
to that of Market value. Normal results are those which would
be brought about by competition if it acted freely, and always
had time to cause those effects which it has a tendency to cause.
Market results are those which actually are brought about by
the complex social and economic forces of the world in which
we live.

We have compared Normal value to the Normal growth of
atree. Letus now compare it to the Normal tides which there
would be if there were no disturbing wind, and no irregularities
of coast line. Observation tells us that waves driven by the
wind over the sea make its surface rapidly rise and fall; and
that the irregularities of coast line pile up the tidal waves in
some places ten times as high as they are in the middle of the
ocean. The theory of the Normal tides does not tell us what is
the highest point that the tide reaches at any place in (say) the
Bristol Channel. We cannot find out this without examining
the special circumstances of the case, and allowing for the
influence of the winds, and the peculiar nature of the shores.
But on 'the other hand we can make no progress in explaining
the movements of the sea unless we first understand which of
them are due to local or transitional causes, and which to the
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Normal influence of the attractions of the Moon and Sun. And
we cannot do this until we have first worked out the abstract
theory of the tides that would be formed in a world in which
there were no disturbing winds and no irregular shores. o

So with regard to the theory of Nor value. It does not
tell us what will be the wages of a certain work, or the price of a
certain thing at any particular time. We cannot discover the
Market value of a thing without allowing for the fluctuations of
supply and demand, and for the resistance which local obstacles
oppose to the free movement of the stream of competition. But
on the other hand we can make no progress in explaining the
movements of wages and prices, unless we first understand which
of them are due to local or transitional causes, and which to the
Normal action of free competition. The theory of Normal value
is the starting point from which we must set out to explore all
the various irregularities and unevennesses of Market values, It
teaches how the great tidal waves of wages and prices would
move if every one were careful to forecast the future, and
deliberately to shape his course so as to obtain the greatest
economic advantages for himself and his family. It puts usin .
the right position for examining how man’s action is modified
by custom, or apathy, or generally by motives other than the
desire for wealth.

We can then apply our theory to explain facts, so far
as it will go; and those facts which cannot be explained
by our theory are “light-giving” facts, and shew us how to
correct and enlarge our theory. Thus the science of Economics
progresses step by step, alternately applying theory in the search
for and explanation of new facts, and applying new facts in
correcting and broadening and strengthening theory.



BOOK III.
MARKET VALUE.

CHAPTER I.

CHANGES IN THE PURCHASING POWER OF MONEY.

§ 1." THROUGHOUT the discussion of the Theory of Normal
value it was assumed that the purchasing power of money
remained unchanged?!; so that a rise or fall in the exchange
value or general purchasing power of a thing could always be
shortly expressed as a rise or fall of its price. We must now
inquire briefly how the value or general purchasing power of
money changes from time to time. But a full discussion of the
theory of the value of money belongs to the “Economics of
Trade and Finance.”

The most obvious of the causes that affect the purchasing
power of the precious metals in a country is the quantity of them
that is available for use a8 money. If this increases very fast,
there will be more than is wanted to carry on the business
of the country at the old prices, and prices will rise. On the
other hand, if the amount of the precious metals remains
stationary while the population and wealth of the country
increases, there will be a great demand for money to carry on
the business of the country; the purchasing power of -the
precious metals will rise, and prices will fall.

For instance at the beginning of the sixteenth century when
the new supplies from the American silver mines made them-
selves felt, the purchasing power of silver began to fall; and
early in the seventeenth century prices in London were on the
average three times as high as they were in 1500. Again prices
were high at the beginning of the present century. But no

1 Bk. . ch, i. § 4.
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important fresh supplies of metals came from the mines till
1850. During that time the stock of precious metals was being-
diminished by their use in the industrial arts and by wear and
tear; and meanwhile population and wealth wére increasing'
rapidly. So the purchasing power of gold rose; and prices fell
to about half what they were in 1800—10. About 1850 the gold
mines of California and Australia were discovered, there was a
great increase in the supply of the precious metals, and prices
rose again.

§ 2. But though the amount of the precious metals in circu-
lation is the most obvious of the causes that affect the pur-
chasing power of money, a no less important cause is the
growth of artificial substitutes for the precious metals as a
medium of exchange. .

The most familiar of these substitutes are bank notes. They
pass freely from hand to hand, and exert nearly the same
influence over prices as an equivalent amount of coined money °
does. But in England this influence is not as important as that
exercised by cheques, which have displaced both coin and bank
notes in nearly all wholesale and in many retail transactions.

A cheque does not circulate freely, but is generally given by
the person who receives it to his banker, who demands payment
of it for him. But though cheques do not act as substitutes for
coin in the same way as bank notes do, yet the total amount of
them is so great as to exercise a very powerful influence over
prices. Again the modern system of credit enables a man who
has neither money nor anything that immediately represents
money, to obtain from a banker or other money dealer the
means of purchasing goods. He can do this not only on his
own credit (as when a bank allows him a “Book credit”), but on
the credit of others who have undertaken to pay him money at a
future date (as when he “discounts a Bill”).

The business of the civilized world has increased very
rapidly during the present century ; and an enormous amount of
coin would have been required to carry it on with the present
prices. If credit had not found substitutes for coin, there
would have been so great a demand for the precious metals, that
their purchasing power would have become many times as great .
as it actually is; prices would have been very low. The
growth of credit supplies a permanent substitute for the.
precious metals, and therefore affects their Normal values. But
cx;dit fluctuates, and each fluctuation alters their Market
values. .

For instance, an expansion of credit coincided with theinflux
of precious metals consequent on the discovery of the Californian
and Australian mines, and increased the upward tendency
of prices. But in 1857 there was a ¢risés; that is, many trading
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firms ‘were unable to pay their debts, ‘credit was violently
contracted, and prices fell, although- the store of precious
metals in the country was growing as rapidly as ever. After
.a time credit began to expand again, and prices rose till 1866
when there was another crisis, and prices fell. Again credit
expanded, and prices rose till 1873; when, though there was
no crisis, a graduyal contraction of credit set in which has
continued till 1879. The lowest point which prices reached
between 1857 and 1866 was much higher than the level of 1850 ;
and the lowest point between 1866 and 1873 was higher still
But since then there has been a slight check in the supply of
gold; and a great deal of gold has been absorbed by the
adoption of a gold currency in Germany and other causes;
and prices, measured in gold, are now (1879) as low as they were
in 1850.
' § 3. The beginning of a period of rising credit is often
a series of good harvests. Less having to be spent in food,
there is, a better demand for other commodities. Producers
find that the demand for their goods is increasing; they expect
to sell at a profit, and are willing to pay good prices for the
prompt delivery of what they want. Employers compete with
one another for labour; wages rise; and the employed in
spending their wages increase the demand for all kinds of
commodities. New public and private Companies are started
to take advantage of the promising openings which shew them-
selves among the general activity. Thus the desire to buy
and the willingness to pay increased prices grow together;
Credit is jubilant, and readily accepts Kaper promises to pay.
Prices, wages and profits go on rising: there is a general rise in
the incomes of those engaged in trade: they spend freely,
increase the demand for goods and raise prices still higher.
Many speculators seeing’ the rise, and thinking it will continue
buy goods with the expectation of selling them at a profit.
At such a time a man, who has only a few hundred pounds, can
often borrow from bankers and others the means of buying
many thousand pounds’ worth of goods ; and every one who thus
enters into the market as a buyer, adds to the upward tendency
of prices, whether he buys with his own or with borrowed money.
This movement goes on for some time, till at last an enormous
amount of trading is being carried on by credit and with
borrowed money. Old firms are borrowing in order to extend
their business ; new firms are borrowing in order to start their
business, and speculators are borrowing in order to buy and
hold goods: trade is in a dangerous condition. Those whose
business it is to lend money are among the first to read the
signs of the times; and they begin to think about contracting
their loans. But they cannot do this without much disturbing
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trade. If they had beet: more chary of lending at an earlier
stage, they would. simply have prevented some new business

from being undertaken ; but when it is once undertaken, it.

¢annot be abandoned without a loss of much of the capital
that has ‘been invested in it. Trading companies of all kinds
have borrowed vast sums with which they have begun to build
railways and docks and ironworks and factories; prices being
high -they do not get much building done for their outlay, and

though thei are not yet ready to reap prefits on their invest-.

ment, they have to come again into the market to borraw more
capital. The lenders of capital already wish to contract their
loans; and the demand for more loans raises the rate of interest
very high. Distrust increases, those who have lent become
eager to secure themselves; and refuse to renew their loans
on easy or even on any terms. Some speculators have to
sell goods in order to pay their debts; and by so doing they
. check the rise of prices. This check makes all other speculators
anxious, 'and many rush in to sell. For a speculator who has

borrowed money at interest to buy goods may be ruined if

he holds them a long time even while their price remains
stationary; he is almost sure to be ruined if he holds them
while their price falls. When a large sEeculator fails, his
failure generally causes that ef others who have lent their
credit to him; and their failure again that of others. Many
of those who fail may be really “sound,” that is their assets
may exceed their debts. But though a man is sound, some
untoward event, such as the failure of others who are known
to be indebted to him, may make his creditors suspect him.
They may be able to demand immediate payment from him,
while he cannot collect quickly what is owing to him; and
the market being disturbed he is distrusted ; he cannot borrow,
and he fails. As credit by growing makes itself grow, so when
distrust has taken the place of confidence, failure and panic
breed panic and failure. The commercial storm leaves its
path strewn with ruin. When it is over there is a calm, but
a dull heavy calm. Those who have saved themselves are
in no mood to venture again; companies, whose success is
doubtful, are wound up; new companies cannot be formed.
Coal, iron, and the other materials for making Fixed capital
fall in price as rapidly as they rose. Iron works and ships are
for sale, but there are no buyers at any moderate price.

Thus the state of trade, to use the famous words of Lord
Overstone, “revolves apparently in an established cycle. First
we find it in a state of quiescence,—next, improvement,—grow-
ing confidence,—prosperity,—excitement,—over-trading,—con-
vulsion, — pressure,—stagnation,—distress,—ending again in
quiescence.” :

’

‘

4



154 BOOK III. CHAP.L §4.

[§ 4. -After every crisis, in ,every period of commercial
depression, it is said that supply is in excess of demand. Of

-course there may easily be an excessive supply of some particu-
lar commodities ; so much cloth and furniture and cutlery may
have been made that they cannot be sold at a remunerative price.
But something more than this is meant. For after a crisis the
warehouses are overstocked with goods in almost every important
trade; scarcely any trade can continue undiminished production
so as to afford a good rate of profits to capital and a good
rate of wages to labour. And it is thought that this state of
things is one of general over-production. We shall however
find that it really is nothing but a state of commercial disorgani-
zation ; and that the remedy for it is a revival of confidence.

To begin with, itis clear that, as Mill says, “ What constitutes
the means of payment for commodities is simply commodities.
Each person’s means of paying for the productions of other

. people consist of those which he himself possesses. All sellers

are inevitably, and by the meaning of the word, buyers. Could
. we suddenly double the productive powers of the country, we
should double the supply of commodities in every market;
but we should, by the same stroke, double the purchasing
power. Everybody would bring a.double demand as well
as supply ; everybody would be able to buy twice as much,
because every one would have twice as much to offer in
exchange.”

But though men have the power to purchase they may not
choose to use it. For when confidence has been shaken by
failures, capital cannot be got to start new companies or extend
old ones. Projects for new railways meet with no favour,
ships lie idle, and there are no orders for new ships. There is
scarcely any demand for the work of navvies, and not much for
‘the work of the building and the engine-making trades. In
short there is but little occupation in any of the trades which
make Fixed capitall. Those whose skill and capital is Specialised
in these trades are earning little, and therefore buying little
of the produce of other trades. Other trades, finding a poor
market for their goods, produce less; they earn less, and there-
fore they buy less; the diminution of the demand for their wares
makes them demand less of other trades. Thus commercial
disorganization spreads, the disorganization of one trade throws
others out of gear, and they react on it and jincrease its dis-
organization.

The chief cause of the evil is a want of confidence. The
greater part of it could be removed almost in an instant if

! The causes which specially affect such trades will be farther con-
sidered in ch. ii. § 6.
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confidence could returm, touch al] industries with her magic
wand, and make them continue their production and their
demand for the wares of others. If all trades which make
goods for direct consumption agreed to work on and to buy
each other's goods as in ordinary times, they would supply
one another with the means of earning a moderate rate of
profits and of wages. The trades which make Fixed capital
might have to wait a little longer, but they too would get
employment when confidence had revived so far that those who
had capital to invest had made up their minds how to invest it.
Confidence by growing would cause itself to grow ; credit would
give increased means of purchase, and thus prices would recover. *
Those in trade already would make good profits, new companies
would be started, old businesses would be extended; and soon
there would be a good demand even for the work of those who
make Fixed capital. There is of course no formal agreement-
between the different trades to begin again to work full times
and so make a market for each other's wares. But the revival
of industry comes about through the gradual and often simul-
taneous growth of confidence among many various trades ; it
begins as soon as traders think that prices will not continue
' to fall : and with a revival of industry prices risel.]

[§ 5. The connexion between a fall of prices and a suspen-
sion of industry requires to be further worked out,

There is no reason why a depression of trade and a fall of
prices should stop the work of those who can produce with-
out having to pay money on account of any Expenses of
production. For instance a man who pays no wages, who
works with his own hands, and produces what raw material
he requires, cannot lose anything by continuing to work. It
does not matter to him how low prices have fallen, provided
that the prices of his goods have not fallen more in proportion
than those of others. When prices are low, he will get few coins
for his goods ; but if he can buy as many things with them as he
could with the greater number of coins he got when prices were
high, he will not be injured by the fall of prices. He would bea

.. 1 The most plausible of all the plans that have been suggested by

Socialists- for the artificial organization of industry is one which aims at
the ‘‘abolition of commercial risk.” They propose that in times of
depression Government should step forward, and, by guaranteeing each
separate industry against risk, cause all industries to work, and there-
fore to earn and therefore to buy each other's products. Government,
by running every risk at once, would, they think, run no risk. But
they have not yet shewn how Government should tell whether a man’s
distress was really due to causes beyond his own control, nor how its
guarantee could be worked without hindering that freedom on which
energy and the progress of invention depend. ’
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little discouraged if he thought that the price of his goods would
fall more than the prices of others ; but even then he would not
be very likely to stop work. -

And in the same way a manufacturer, though he has to pay
for raw material and wages would not check his production on
account of a fallin prices, 1f the fall affected all things equally, and
were not likely to go further. If the price which he got for
his goods had fallen by a quarter, and the prices which he had to
pay for labour and raw material had also fallen by a quarter, the
trade would be as profitable to him as before the fall. Three
sovereigns would now do the work of four, he would use fewer
counters in measuring off his receipts. against his outgoings ;
but his receipts would stand in the same relation to- his
outgoings as before. His net profits would be the same per-
centage of his total business. The counters by which they are
reckoned would be less by one quarter, but they would purchase
as much of the necessaries, comforts, and luxuries of life as they
did before.

It however very seldom happens in fact that the expenses
which a manufacturer has to pay out fall as much in proportion
as the price which he gets for his goeds. For when prices are
rising, the rise in the price of the finished commodity is generally
more rapid than that in the price of the raw material, always
fnore rapid than that in the price of labour; and when prices
are falling, the fall in the price of the finished commodity is
generally more rapid than that in the price of the raw material,
always more vapid than that in the price of labour. And
therefore when prices are falling the manufacturer’s receipts are
sometimes scarcely sufficient even to repay him for his outlay
on raw material, wages, and other forms of Circulating capital ;
they seldom give him in addition enough to pay interest on his
Fixed capital and Earnings of Management for himself.

Even if the prices of labour and raw material fall as rapidly
as those of finished goods, the manufacturer may lose by
continuing production if the fall has not come to an end. He
may pay for raw material and labour at a time when prices
generally have fallen by one-sixth ; but if, by the time he comes
to sell, prices have fallen by another sixth, his receipts may be
less than is sufficient to cover his outlay.

We conclude then that manufacturing cannot be carried on
except at a low rate of profit, or at a loss, when the prices of
finished goods are low relatively to those of labour and raw
material ; or when prices are falling, even if the prices of all things
are falling equally.]

[§ 6. Thus a fall in prices lowers profits and impoverishes
the manufacturer : while it increases the purchasing power of
those who have fixed incomes. So again it enriches creditors at
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th e ot debtors. For if the money that is owing to them
is repaid, this money gives them a great purchasing power; and
if they have lent it at a 'fixed rate of interest, each payment
is worth more to them than it would be if prices were high. But
for the same reasons that it enriches creditors and those who
receive fixed incomes, it impoverishes those men of business who
‘have borrowed capital ; and it impoverishes those who have to -
make, as most business men have, considerable fixed money
payments for rents, salaries, and other matters. When prices
are ascending, the imprévement is thought to be greater than it
really is ; because general opinion with regard to the prosperity
of the country is much influenced by the authority of manufac-
turers and merchants. These judge by their own experience,
and in time of ascending prices their fortunes are rapidly
increased ; in a time of descending prices their fortunes are
stationary or dwindle. But statistics prove that the real income .
of the country is not very much less in the present time of low
prices, than it was in the period of high prices that went before
it. The total amount of the necessaries, comforts and luxuries
which are enjoyed by Englishmen is but little less in 1879 than
it was in 1872.



CHAPTER IL

MARKET FLUCTUATIONS.

§ 1. WE have discussed causes that alter permanently or
temporarily the purchasing power of money: we may now
again assume that the purchasing power of money remains un-
changed, unless the contrary is stated ; and may again measure
value or general purchasing power in terms of money, and
speak of a change in general purchasing power as a change
in price.

We have next to consider how the market value of a com-
modity oscillates up and down on either side of the Normal
vlaluela, while that Normal value itself may be rising or falling
slowly.

Producers and dealers endeavour to anticipate every fluctua-
tion of market value ; if they expect the price to be high, they
increase their supply so as to profit by it; if they expect it
to be low, they check their supply so as to avoid losing 'by it.
Thus their action, when they are competing freely with one
another, is the same as it would be if their object were-to
restrain the oscillations of the market value on either side of
the Normal value, When they succeed, supply is said to be
closely adjusted to demand ; but the market price is likely to
deviate far from the Normal price when they err in their calcu-
lations, or when they combine with one another artificially to
limit supply.

§ 2. The chief source of error on the side of supply is the
uncertainty of nature’s return to man’s effort. A good instance
of this is found in the fish market, where the fluctuations are
great because the haul of the fishing boats is uncertain, and
fish will not keep long. At Billingsgate each dealer posts up a
list of the fish that he has for sale; and knowing what the
other dealers have, tries to put such a price on his fish that
he may just get them sold before the end of the day. If he
fixes it too high, he has fish left useless on his hands in the
evening ; if he fixes it too low, he gains less than he might.

Again, the price of corn fluctuates much from year to year.
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For as a rule very little corn remains -over from one harvest to
the next; so that each year's consumption is almost limited
to the supply of the previous harvest. If the harvest is scanty
there is a dearth of food, and hunger forces people to give a
very high price for it. Here we may notice that fluctuations in
supply cause great variations in the price of necessaries of life,
but only small variations in the price of those things for which
substitutes can be readily found, or which can be easily dis-
pensed with altogether. If fish is dear, people are content
to buy little of it, so that even if the supply is very short, its
price is not forced up very high. But however dear corn is,
every one buys it or has it given to him ; so that a small falling
off in the supply of corn will cause a great rise in its price.

In uncivilized countries the transport of grain for any con-
siderable distance is practically impossible except along rivers,
and on the sea coast. Even in Europe in the Middle Ages,
‘“each locality depended as a general rule on its own produce
and that of its immediate neighbourhood. In most years ac-
cofdingly there was, in some part or other of any large country,
a real dearth. Almost every season must be unpropitious to some
among the manysoils and climates to be found in anextensivetract
of country ; but as the same season is also in general more than
ordinarily favourable to others, it is only occasionally that the
aggregate ;1)roduce of the whole country is deficient, and even
then in a less degree than that of many separate portions ;
while a deficiency at all considerable extending to the wholé
world is a thing almost unknown. In modern times, therefore,
there is only dearth, where there formerly would have been .
famine, and sufficiency everywhere when anciently there would
have been scarcity in some places and superfluity in others . . ..
This effect is much promoted by the existence of large capitals,
belonging to what are called speculative merchants, whose
business it is to buy goods in order to resell them at a profit.
These dealers naturally buying things when they are cheapest,
and storing them up to be brought again into the market when
the price has become unusually high ; the tendency of their
operations is to equalise price, or at least to moderate its in-
equalities. The prices of things are neither so much depressed
at one time, nor so much raised at another, as they would be if
speculative dealers did not exist3.”

1 In the middle of last century, it was calculated that ‘“a deficit of

\

I tenth 3 tenths
2 do. 8 do.
3 do. p raises the price of corn{ 16 do.
4 do. 28 do.
5 do 45 do.”

* Mill, Book 1v, ch. ii. § 4.

’
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In recent times the action of merchants and dealers in
equalising prices has been much aided by the steamship, the
railroad, and the telegraph. Not long ago news from distant
markets was many months in coming, now it comes in a few
minutes. Merchants can even telegraph instructions to ports
at which their ships are to call; so that a scarcity in a
market many thousands of miles away can be met in a few
days by the arrival of English ships.

'§ 3. The market price of many things is settled from day
to day by the action oFdealers rather than by that of producers.
Many kinds of raw produce can only be produced at certain
times of the year; and the immediate -effect of a rise in the
price of such things is not to increase the production of them,
but simply to induce dealers to bring forward larger quantities
for sale, and perhaps to import fresh supplies from distant
places. 'If we go into any.corn, or wool, or cotton market, we
shall see dealers selling readily on one day, and holding back
on another. The amount which each of them offers for sale at
any price is governed by his calculations of the present and
future conditions of the markets with which he is connected.
There are some offers which no dealer would accept; some
which no one would refuse. There is some price which will be
accepted by those who can least afford te wait, and by those
whose expectations of the future'condition of the market are
least sanguine ; but not by others. The higher the price that is
bid, the larger will be the sales. ’

For instance, the conditions of a certain corn market may
be such that a price of 5os. would induce dealers in it to sell
500 quarters during the day ; while they would be induced to
sell 700 quarters by a price of §51s., 1000 quarters by, a price
of 525., and so on. Thus in -any market, at any time, there
is some price at which each particular amount will be offered
for sale. And in the same way there is some price at which
each particular amount will find purchasers. Perhaps the
-millers and the speculators in corn who attend the market
would between them buy goo quarters if they could be got for
5os. each, 700 if they could be got for 51s., but only 600 if they
could not be got for less than 525, If everyone knew exactly the
state of the market, exactly how eager buyers were to buy and
sellers to sell, the price would be fixed at once at 5Is., and 700
quarters would be sold off during the day at this price: this
would be the price which would equate supply and demand.
But in fact the price would oscillate up and down during the day,
and even at the same moment bargains would be struck at slightly
different prices in different parts of the same corn-exchange;

1 Comp'. Crump’s New departure in Political Economy.
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the average price for the day would be about 51s., and the total
amount sold would not differ far from 700 quarters. .

Thus'the Normal price of corn varies from one age to another
under the slow action of economic changes : meanwhile in each
age the average price between successive harvests varies from
year to year, owing to the failure of producers to adjust the
supply of corn to the demand for it : and the daily price in each
market is swayed backwards and forwards on either side of the
average price for the year by the calculations and bargainings
of dealers. :

In the case of corn the demand is pretty well known before.’
hand ; and the rapid fluctuations that occur in its price from
week to week and from day to day, are chiefly due to imperfec-
tions in the estimates that dealers form of the stocks in existence
at any time, and to changes in their forecasts of the. coming
harvest. There are many other things, such as coal and iron,
the prices of which fluctuate from day to day chiefly in conse- -
quence of the estimates that dealers form of the present and
coming demand for them. But whatever be the natire of the
calculation by which the bargainings of dealers are chiefly
governed, these bargainings, except when dealers combine to
keep prices artificially high, tend to make the market price such
as to equate supply and demand in the market. That is they
tend to make the price such, that the amount which people are
willing to offer for sale in the market at that price is just equal
to the amount which can find purchasers at that price in the
market.

§ 4. Let us next consider some fluctuations of price that
arise from the failure to forecast changes in demand. :

A change of fashion often makes the Market price of some
kinds of materials very much higher or very much lower than
their Normal price. A manufacturer who 1s quick in reading
the signs of the times, and anticipates the coming demand for
stuffs of a particular kind, makes large profits. But in this case
supply can be adjusted to the demand very rapidly ; and therefore
the price cannot easily be raised much by an increase in demand
unless it is very great and sudden.

But it is otherwise with houses, the supply of which cannot
be quickly increased to meet a new demand; their value
rises and falls with changes in the prosperity of the place in
which they are. When Berlin became an imperial city, there
was a great demand for house room: house rents rose ex-
travagantly, and hod-men earned in a day more wages than
agricultural labourers earned in a week. On the other hand
the value of houses falls very low in places from which popu-
lation is receding. There is more than one place in America in,
which a town of 20,000 inhabitants has grown up in a year, but

M, 11
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in a few more years has been deserted, and the houses in it
been left valueless. In some Cornish villages which have been
deserted by their mining population, and in some other parts of
England, houses can be bought for less than half of what it
" would cost to build them,

§ 5. Prices are liable to great fluctuations in trades in which
there+is a great use of Fixed capital. For when prices are at
their Normal level, the price of goods not only returns with
interest the manufacturer’s outlay for raw material and labour,
but also gives interest on his Fixed capital with an allowance
for its Depreciation, and pays his own Earnings of Management.
As long as the price pays him back what he spends in raw
material and labour with interest, his desire to keep his work-
men together, and to keep up his trade connexions may induce
him te go on. Therefore, the more Fixed capital a manu-
facturer uses, the stronger, are his inducements to keep his
factory at work even after the price of his goods has fallen a
long way below their Normal value, and thus to force down
prices further still.

Again, most of the capital that is Fixed is also Specialised.
The capital for instance that is sunk in opening a coal min
cannot withdrawn from it when the price of coal falls ; an
a prudent capitalist will not be induced by a high price of coal
to invest money in coal mines, unless there is reason to expect
that the price will be sustained for a long while. The price of
coal may therefore rise far before any attempt is made to
increase the supgly by opening up new mines; and even after
that, a considerable time will elapse before the supplies from the
new mines can exert any influence. Coal mining requires also
a great deal of Specialised Personal capital ; and a sudden in-
crease in the supply of coal cannot be got without suddenly
increasing the number of miners. Men who are not familiar
with the dangers and discomforts of underground life, cannot
be attracted to it except by high wages; and since their labour
is at first very inefficient, the wages paid for raising a ton of coal
are very much higher than the Normal wages of the work
And therefore the increased demand is able to raise the price of
coal very high without calling forth such an increase of supply
as to force the price quickly down again. On the other hand
when the demand for coal falls off, the Material and Personal
capital that is specialised in coal mining keep up the S\gply,
and the price is forced down very low. The use of coal for
domestic purposes varies but little from year to year ; the amount
of coal that is wanted for making steam varies a little more;
but by far the most important variations in the demand for coal
are due to its use in the manufacture of iron.

§ 6. There are great fluctuations in the price of iron, partly

1
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because a rise in price does not increase quickly the supply of
the coal and iron ore, and of the Fixed capital that'are wanted
in_its manufacture ; partly because the demand for iron is
subject to violent changes, in consequence of its being chiefly
used in' making machines, railroads, and other forms of Fixed
* capital. The demand for Fixed capital is liable to more ex-
treme fluctuations than the demand for commodities that are
wanted for immediate consumption, and the trades which make
Fixed capital are more affected than any others by alternations
of commercial prosperity and adversity. For while credit is
expanding, the extra purchasing power which credit gains goes
chiefly to traders and trading companies, who, whether they
want it to begin or to extend their business, are sure to spend
a great part of it on machinery, buildings, ships, railway
material, and other forms of Fixed capital. On the other hand
where credit is contracting many find their means of purchasing
altogether cut off, while those whose means are not straitened
do not care to invest in Fixed capital until they think prices
have nearly reached their turning point.

The price of pig iron was doubled, and the price of some
kinds of coal was quadrupled in the years 1870—1873, but now
their prices are lower than in 1870; the wages of labour in the
iron trades rose fifty per cent. in the years 1870—1873, and have
again fallen ; and similar changes have occurred with each
fluctuation of general prosperity. The price of iron in England
and other countries rose more rapidly than almost any other
prices in the years preceding each of the crises of 1837, 1847,
1857, and 1866 ; and it fell more rapidly than most other prices in
the years following each of these crises; so that not only the
price, but also the value or general purchasing power of iron
rose and fell at each of these periods. Nearly the same may be
said of the building trades as of the iron trades, the wages of
navvies and of masons, bricklayers and carpenters have risen
rapidly before, and fallen rapidly after, almost every crisis.

In some periods of commercial depression almost the only
demanad for Fixed capital comes from manufacturers who do not
like to close their works for alterations while trade is brisk ;
but who, when trade is slack, and the prices of building and
machinery are low, take the opportunity of making such exten-
sions and repairs as may enable them to profit by the revival of
trade when it comes. But this demand is not nearly sufficient
to make up the deficiency that arises from the general contrac-
tion of credit, from the failure of old firms and public companies,
and from the absence of new companies.

The present depression of trade has been accompanied by a
great falling off of England’s exports, but not by a corresponding
diminution of her imports. This is partly due to the fact that

11—2
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Englishrhen, having suffered great losses in foreign investments,

have been bringing home a great deal of their capital from
abroad. When English capital is lent to foreign countries
much of it is generally spent on railway lines and machinery
that are bought in England. This was especially the case in
the years of prosperity that preceded 1873; and the subsequent
decline of England’s exports injured the iron trade more than

. other English trades. But it did not affect the building trades,

because they do not make things for exportation. On the other
hand the capital which Englishmen brought home could not be
invested here without leading to a demand for building in
various forms, and so somewhat sustaining the building trades.
This explains why it was that after 1873 prices fell very rapidly
in the iron trade, but were kept up for a long time in the build-
ing.trades.

§ 7. One cause of an increase in the demand for a com-
modity is a failure in the supply of something for which it can be
substituted. Thus the failure of the supply of cotton during the
American war increased the demand for wool. Again, one
cause of an increase in the supply, and consequent fall in the
price of anything, is an increase in the demand for something
that is produced with it. The prices of the gas and the coke
that are got from a ton of coal, must together be enough to
cover their joint Expenses of production. If the demand for gas
rises, more coke will be produced, and its price must fall, so
that the increased supply may be taken off the market. The
rise in the price of gas must be sufficient to cover this fall in
the price o? coke, and also to cover the increase, if there is any,
in the joint Expenses of production of gas and coke. Again,
since the repeal of the Corn. Laws much of the wheat consumed
in England has been imported, of course without any straw.
This has caused a scarcity and a consequent rise in the price of
straw, and the farmer who grows corn looks to the straw for a
great part of the value of the crop.

The value of straw then is high in countries which import
corn, and low in those which export corn. In the same way the
price of mutton in the wool-producing districts of Australia was
at one time very low. The wool was exported, the meat had
to be consumed at home; and as there was no great demand
for it, the price of the wool had to defray almost the whole of

“the joint Expenses of production of the wool and the meat. After-

wards the low price of meat gave a stimulus to the trade of
prtlzlserving meat for exportation, and now its price in Australia
18 higher.

Similar remarks apply to that part of the Expenses of pro-
duction of a thing which depends upon transport, whether of
the raw material to the place of manufacture, or of the finished
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tommodity to the place of sale. The expense of making and
keeping in repair roads and railways is shared among the
different things that pass over them. When the discovery of
mines in a district leads to the making of railways to it, the
inhabitants at once find that they get a higher price for every-
thing that they produce to be sent away to distant markets, and
that they have to pay a lower price for things which they buy
from a distance. Again theexports from England being léss heavy
and bulky than those from America the competition for freights
from England is so great as to keep them very low, and thus'
to throw the greater part of expense of working the ships on
the freight of goods from America. Any increase in the American-
demand for the heavier and bulkier kinds of English goods
increases the competition of ships for freights from America,
and so tends to lower the price of American goods in England.
Again, if a commodity which is heavy but not bulky, is exported -
in the same ships with another which is bulky but not heavy,
the freights which either of them has to pay may be very small
or very great according as the demand for the other of them is
very great or very small. For instance, ships whose chief
cargo consists of iron rails, often carry light Staffordshire
potteries for very low freights. And tin is brought from
Australia in wool ships as ballast, almost the whole expenses of
the ships for the double journey being borne by the wool : but if
the production of minerals in Australia were to increase, and
that of wool to decline, the wool might be carried for very low
freights.

§ 8. When an increase in the demand for a commodity
raises its price, the gain at first goes almost entirely into the
hands of the manufacturers. But soon their eagerness to extend
their business leads them to compete with one another for the
hire of labour, and gradually wages rise till a large part of the
gain is transferred from the employers to the employed. Con-
versely when the demand slackens and the price of the commodity
falls, the burden of the fall is at first borné entirely by employers;
but gradually it is in a great measure transferred from them to
the employed. The manner in which wages rise in the one case
and fall in the other, and the distribution of the rise or fall
among the various classes of workmen who are employed in
producing the commodity, are a good deal influenced in England
at the present time by trade combinations; and they will be
most conveniently discussed at a later stage.

But it may be noticed here that movements in wages almost
always follow, and scarcely ever occasion, movements in prices.
A rise in price is occasioned by an increased demand : after a
time wages rise; still the demand increases, and still the
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price rises ; but the further rise in price is occasioned as the

first tise was by the fact that demand has increased more

rapidly than supply. Itis true that the rise in wages seemed
\ to play some part in sustaining the upward movement of prices;
t for if wages had remained low, and the whole gain of the high
{ prices had gone to profits, capital would have been attracted
" into the trade more rapidly, the supply would have increased

faster, and therefore prices would not have risen so much.
f But still each rise in wages is caused directly by a rise in price.

The upward movement in wages is scarcely ever so great in
proportion as the upward movement of prices, and therefore
scarcely ever so great as the upward movement of the Earnings
of Management. One cause of this is that the rise in price goes
in the first instance, as has just been said, entirely into the
pockets of the employer ; and the rise in wages seldom begins
until the rise in profits has called forth increased competition
among employers. But another cause is that a great deal of
risk is involved in bringing additional capital into a trade to
meet what is not unlikely to be only a temporary increase in
demand ; and part of what ai;‘)ears as-a rise in profits is really
only insurance against this ris

In just the same way when the demand slackens, prices
begin their downward movement first ; the fall of wages begins
later on; it is occasioned by and is not the cause of the fall in
prices ; and the fall in price and the consequent fall in profits is
much greater in proportion than the fall in wages. At such
times indeed there is often no profit at all, but a great loss of
capital. This loss may be unequally distributed among the
various producers, but taking trade as a whole, it may be
regarded as paid out of that insurance fund which was got
together in times of high prices and high profits.

[§9. When the wages of any class of labourers have been
raised by a rise in the price of the commodity produced by
them, the rapidity with which an additional supply of labour
comes into the trade depends on the relation in which these
wages stand to those of other trades. If the wages in this trade
are abnormally high relatively to others, the nse is likely to
attract so much additional labour, as to prevent the upward
movement of wages from going very far, and to make them fall
fast and far when the time of depression comes. On the other
hand, if, before the rise came, the wages were below their
Normal level relatively to other trades, the rise may go on for
a long time without bringing in much additional labour, and
whatever rise is gained will probably be maintained.

Thus we see how the Law that Normal value is determined
by Normal Expenses of production is consistent with the fact







CHAPTER III

LOCAL VARIATIONS OF PRICES AND WAGES. INFLUENCE
! OF CUSTOM.

§ 1. - WHEN seeking for the Law of Normal value of a com-
modity, we noticed that the same commodity may have different
Normal values in different markets. Its Normal value in any
market is equal to its Expenses of production there, and among-
these is to be reckoned the Expense of carrying it there from
the place at which it is made, including of course any cus-
toms duties that have to be paid on the way. Thus the Law
of Normal value contains in itself the following Laws of Local
Variation of Normal prices:

If two markets are supplied with a commodity from the
same source, its Normal value is higher in the more
distant (or less accessible) market by the difference
between the expenses of carrying it from the place
where it is made to those markets.

If there are two places in which a commodity is made for
sale in the same market, its Normal value is lower in
the more distant (or less accessible) of these two places
by the difference between the expenses of carrying it to
this market from the two places,

These laws take it for granted that if the difference between
the prices of a commodity in two markets is greater than the
expense of carrying it from one to the other, some one will set
to work to bring it from the cheaper to the dearer market.
They assume that there are men connected with these markets
who have the capital and the business habits required for the
work; and that the demand for the commodity is on so great
a scale as to make it worth while to organize a traffic in it.

These conditions are fulfilled when the commodity is one in
general use, and when the markets are large towns in close com-
mercial intercourse with each other; local variations in the
wholesale prices of the stagle wares of commerce are, with a
few exceptions, to be attributed to differences in the expense
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of transport. The most important of these éxceptions occur
*when some producers are very anxious to force their way into a
distant market. The competition of others who are more
advantageously placed for supplying this' market may induce
them to sell at- a price so low that, after allowing for the
expenses of carriage, it does not afford them the ordinary rate of
groﬁts; while perhaps they make up this deficiency by com-

ining with one another to sell at a high price in their own
markets. Thus for instance English manufacturers sometimes
sell goods in America at a price which, after allowing for taxes
and expense of transport, is lower than that at which they sell in
England ; and some American goods, such as sewing machines,’
are sold in Canada at a lower price, allowance being made
for the customs duty, than in the United States. But the
tendency of competition is to remove anomalies of this kind by
breaking up local combinations, and compelling the producers
.to sell in the home market at a price equal to the Expenses of
production of the commodity there.

Where there is no organized traffic, prices are not deter-
mined by free competition : their local variations are not go-
verned simply by the above laws. Some account then must be
given of the local variations of the prices of things that cannot
easily be sent long distances to market, and of retail prices

. generally.

§2. First among the things which cannot be sent to market
is land. But railways now enable many kinds of agricultural
produce to be sent great distances to market; and thus bring
them under the Laws of Local Variations of Normal prices.
And since the rent of land is the excess of the price which its

roduce fetches, over the expenses of raising it and sending
it to market, it follows that, if land were always let by free
competition for agricultural purposes, rent would be brought
under the indirect mfluence of these laws.
- And the value of land is in a §reat measure determined by
its rent. For suppose the rate of interest for safe investment
were four per cent, so that people could obtain a secure in-
come of £100 a year from the investment of £2500. Then if
rent were the only advantage which land gave to its owner, and
if rent were not likely to rise, people would be willing to pay
just £2500 for land that would yield them a secure rent of £100
a year. But when people buy land they often look forward
to a rise in its rent. The opening up new fields for agriculture
in America and increased facilities of transport may indeed
check the rise in the value of agricultural produce, and so
check the rise in the rent of English farms; but the rise in the
rent of land near large towns and in manufacturing districts
seems likely to continue without much interruption. This rise,

-

A



170 . ~ BOOK IIL CHAP. IIL §3.

"in as far as it'is caused by the growth of population and in:
dependently of any action on the part of the landlord, has been
called an “unearned increment” of the rent of land. When
this has been estimated, the amount that is added to the value
of the land on account of it, can be found by a simple arith-
metical calculation.

But this is an incomplete account of the causes which
determine the value of land. For firstly, even where competi-
tion is perfectly free, allowance must be made for the other
advantages which land affords besides the right to receive its
rent. Some people derive a peculiar pleasure from the owner-
ship of land; they love their land as they love their dogs, and
they are as willing to pay for the gratification of their affection
for the one as for the other. This feeling, and the social position
which land gives, raise its value further still. But the amount
of this last addition depends on national character and on social
arrangements which vary from one country to another and
-from one time to another; and these variations obey no law.

Secondly, the rent of land is seldom determined by perfectly
free competition. The comfort of the landlord, the social posi-
tion which counts for much in the value of his land, require

* him to live on cordial terms with his tenants ; and he is seldom
- anxious to drive hard bargains with them. The competition
for a farm is often practically limited to a few families in its
neighbourhood, or rather, to those who get on well with the
landlord in personal and social and political matters ; and the
landlord would often find it difficult, even if he were inclined
to do so, to exact the highest rent which the land could be

made to pay.

' On the other hand it is true now, as it was in Adam Smith’s
time, that “upon equal or nearly equal profits men will choose
. to employ their capitals rather in the improvement and culti-
vation of land than in manufactures or foreign trade.” In
some parts of the country, in which landlords grant long leases
to their tenants, and enable them to invest their capital securely
in the land, competition raises rents so high as to make the
farmer’s rate of profits lower than that in almost any other
trade.

§ 3. The hindrances to the free play of competition in deter-
mining the rent of land are relics of the past. In the village
communities of our Germanic forefathers, and in the similar
communities that still exist in India, we find no such thing as
private property in land ; the price of land is not ruled by com-
petition, because it has no price, Custom determines the price
of everything that is made and sold in the village. It is only in
the case of those few things which the villagers buy from out-
siders, or which they make to be sold to outsiders, that price
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is determined by bargaining and free competition, and is affected -
at once by economic changes. An influx of precious metals
into the country would raise the price of these things at once;
but for a long while it would hardly affect the prices of those
things that each village made for itself. In the course of time
however the villagers would find that they earned much more
by making things to be sent away and sold at the new high
prices, than by making things to be sold for use at home at the
old customary prices. They would slowly seek the more profit-
able work; the things wanted for home consumption would -
become scarcer, and in spite of custom their prices would
gradually rise. The more secluded a village was, the less trade
it had with distant places, the longer would it be before its
prices were affected by the influx of the precious metals. .

The influence of custom has not yet died out in civilized
countries. In agricultural districts there are many villages which,
at all events until quite recently, have had scarcely any inter-
course with the rest of the country. Before the development of
railways, towns drew most of their supplies from the country
lying immediately around them, and the remoter districts often
did not feel the influence of social and economic changes in the
life of the towns until more than a generation after they had
occurred.

Habits of enterprise grow slowly. Those parts of the country
which till recently had scarcely any communication with other
places, still shew little eagerness to avail themselves of the
means that are now within their reach of sending their produce
to distant markets. But they are being roused from their
lethargy by the enterprise of townsfolk who are organizing the
supply of dairy produce and other perishable things from remote
districts to large towns. The sluggishness of some farmers, their
unwillingness to read newspapers connected with their trade,
and their habits of suspicious secrecy towards one another, pre-
vent there being a uniform wholesale price for dairy produce ;
and it often happens that two farmers living side by side sell
their milk at unequal prices. But competition is much more
effective than it used to be: “beef, mutton, veal, butter, eggs
and poultry for example have risen about twenty-five per cent.
in the London market, but they have risen a hundred per cent.
above their rates a few years ago in the inland parts of Ireland
and Scotland on the new lines of railway. The common price
of meat in the towns in the interior of Ireland before they were
connected with the ports and the English market by railways,
was from 334. to 44. a pound, and now it is from 74. to 84.1”

An interesting example of the more intimate relations in

1 Cliffe Leslie’s Essays on Political and Moral Philosophy, p. 377
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which the rural districts now stand to the towns is found by
comparing the way in which the new supplies of the precious
metals distributed themselves over town and country after the
discoveries of American mines at the end of the fifteenth, and
in the nineteenth century. In the former case two centuries
elapsed before the full effect of the new supplies was felt all over
Europe. The new silver remained almost entirely in a few
towns and commercial centres, “prices rising enormously in
London for example, while wholly unaffected in parts of the
Highlands of Scotland and of the West of Ireland, and but
little affected even in some parts of England not far from the
metropolis1.”

But now it is the country districts, those which have recently
been opened up by railways which have absorbed the chief
share. . A good instance of this is to be found in Germany ; for
while some parts of the country have recently gained good rail-
way communication, there are vast tracts which are still very
little affected by the new means of transport. New supplies of
gold have poured in and the banking system has grown rapidly;
and just before 1873 prices rose generally. But while the cgange
was very great in some parts, it was very little in others ; and
Mr Cliffe Leslie, after a careful study of price lists when the
movement was at its height, concluded that the immediate effect
of the change was on the whole not to diminish, but to increase
local inequalities of prices. He divided Germany into four
monetary regions, and found that prices remain very low in
places in arrear of the world’s progress in respect of their means
of locomotion as in other respects; that they have risen con-
siderably in places communicating by steam with good markets,
but not themselves the sites of much enterprise or possessing
any special attractions; that they have risen rapidly in places
which unite the best means of communication with local activity
or considerable resort from without; and most rapidly of all
in those places which besides having these advantages, lie near
the traffic and movement of western Europe?,

The special causes which affect retail prices will best be
considered in connexion with local variations in the earnings
of retail dealers. And we now proceed to enquire into the local
variations of wages and profits. .

§4. Adam Smith tells us that “man is of all sorts of
luggage the most difficult to be transported.” And Brentano
goes to the root of the matter when he says that what dis-
tinguishes labour from all other wares is “the absolutely in-
dissoluble union between the labour and him who offers it for

! Cliffe Leslie’s Essays on Political and Moral Philosophy, p. 327.
8 /5. p. 331. .
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. salel” The seller of a commodity generally cares little where,

and to whom he sells, so long as he gets the best price for it.
But it is altogether different with the labourer. During the

whole time for which he has sold his labour, he himself must be.

in that place, and with those companions, and subject to that
authority, which the employer may prescribe; and when his
work is over, he is still confinéd to the society of those who live
in the neighbourhood of his work. He refuses therefore to
leave his home in search of higher wages, unless he expects
these wages to compensate him not only for any discomforts
that his work may bring, but also for the separation from his
friends and relations and from the familiar scenes and associa-
tions of his native place. It has already been said that in
reckoning the Net Advantages which draw men to an occu-
pation and exert an influence on its Normal wages, account
must be taken of its incidental comforts, of its healthiness, its
cleanliness and its social repute. It must now be added that
among the Net Advantages which bind a man to an occupation
in one particular place, and so influence its Market wages,
these personal friendships and affections and old associations
are among the most important. It is to this, no less than
to apathy and ignorance, that we must ascribe the real in-
equalities that there are in the wages of the same trade in

places not very distant from one another. But such inequalities -

are often much less than they would appear if we looked at
Time-wages alone without allowing for local variations in the
average efficiency of labour. In fact when Task-wages are
equal, an inequality of Time-wages is no real inequality: at
all events it is not one of those inequalities which competition
tends to remove.

We have already noticed how a rise in the rate of wages in
a district may lead in the course of a generation, if not sooner,
to such an increase of efficiency that labour is no dearer to
the employer; he has not to pay higher Task-wages than
before the change?. For instance, in 1770 the average weekly
wages of agricultural labourers were 7s. 64. in the southern
counties of England, while they were only 6s. 94, in the nor-
thern. The growth of manufactures in the northern counties
has drawn away labourers from the land, and by causing a
scarcity of labour has raised agricultural wages to an average
of 11s. 6. in 1850, and to an average of 18s. now. Meanwhile
the average wages in the southern counties have only risen
to 8s. 64. in 1850, and to about 15s. now. But the higher wages
have so increased the average strength and efficiency of the

Y Aréeitergilden, Vol. 11. p. 6.
2 See Bk, 11 ch. vii. § 2.
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- northern labourer, that the Task-wages in the North are no
higher than in the South.
" [§5. In considering the influence of wages on the efficiency
of the labourer, we ought of course to look.not at money or
Nominal wages, but at Real wages; that is, the necessaries
comforts and luxuries which wages will procure for the labourer.
But comforts and luxuries and the opportunities of such an
education as makes bright and intelligent workers, are generally
scarce where necessaries are plentiful. So that the money
wages of labourers in different parts of the world are a better
measure than at first sight appears of the energy which their
children are likely to have when grown up. And Mr Brassey
asserts that the money cost of navvies’ work, such as digging
a railway trench, its Task-wages measured in money, are nearly
the same all over the civilized world, The chief exceptions
to this rule are to be found in new countries, and in parts of
old countries which have recently developed great industrial
activity ; for the economic condition of these districts re-
sembles that of new countries in many striking respects. Both
. Time and Task-wages are generally high in such places until
there has been time enough for them to be reduced to their
Normal level by the growth of population.]

[§ 6. Another cause which tends to equalise Task-wages in
different places is the competition of goods made in different
places but sold in the same market.

For instance English and Belgian locomotives are sold at
the same price in markets about equally accessible to England
and Belgium. The natural advantages of the iron trades in the

.two countries are about equal and the rate of interest is nearly

the same, so that the share of the price which goes to capital,
and therefore the share that remains to industry must be about
the same in the two cases; and the earnings of English and
Belgian producers of iron must be about equal for the same
efficiency. But since the average -efficiency of the English
ironworker is higher than that of the Belgian, whatever tends
to equalise the Task-wages of the two tends to make their
Time-wages unequal.

The producers of iron consist of many various classes of
workers such as coal miners, iron miners, puddlers, engineers,
&c., and employers; and if it happens at any time that the
Task-wages of miners are higher in England than in Belgium,
while the Task-wages of puddlers and engineers are correspond-
ingly higher in Belgium than in England, these ine«}}:na.lities
will not be directly affected by the competition between English
and Belgian locomotives. But here comes into play the move-
ment from one employment to another in the same district, and
the selection by parents for their children of the most advan-
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tageous employment within their reach. These causes, as. we
have seen, establish Normal relations between the wages of |
different trades' in the same district. If in England puddlers’
wages are abnormally low relatively to those of miners, while.
in Belgium miners’ wages are abnormally low relatively to those
of puddlers, there will be in each place local changes at work
tending to remove these inequalities. And if the wages of the
various classes of workers engaged in the production of iron:

stand in about the same relation to one another in England as ' °

they do in Belgium, then the competition of their manufactures
in neutral markets will tend to make the Task-wages of each
class equal in the two countries. :

This competition affects indirectly other trades. Take for
instance the case of English bricklayers who do not compete
directly with foreigners. The wages of bricklayers tend to ll))ear
a certain Normal relation to those of puddlers in each country;
and therefore competition in the iron trade, by tending to
equalise the Task-wages of puddlers in England and Belgium,
‘tends also to equalise the wages of bricklayers, in the two
countries. This indirect tendency towards the equality of Task-
wages in two places which compete in neutral markets often
escapes attention. It acts silently, but it acts always, it acts
everywhere, and it affects every trade.]

§ 7. A striking instance of local variations of wages is
afforded by the wages of women. Man is difficult of transport ;
but woman has even less power of choosing the place in which
she works ; she is more bound by family ties, and she ‘cannot
seek her fortunes in the world as freely as he can. The compe-
tition of those coming from a distance has not lowered the wages
of women in the textile districts as rapidly as it has the wages
of men in similar cases. And since women cannot -easily move
to the factories, cotton factories have sprung up in iron districts
to take advantage of the labour of the wives and children of the .
ironworkers. Perhaps the strongest instance of the local varia-
tions of Task-wages is to be found in the case of domestic
servants. Their wages are rising rapidly in England under the
influence of a growing dislike to the loss of personal freedom
which their work involves. This dislike is so strong in some
new countries that few but immigrants will enter domestic
service, and they often get very high wages; but in backward
countries people are willing to do the work of servants for low
wages.

In England many women get low wages, not because the
value of the work they do is low, but because both they and
their employers have been in the habit of taking it for granted
that the wages of women must be low. Sometimes even when
men and women do the same work in the same factory, not
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only the Time-wages, but also the Task-wages of the women
are lower than those of the men. In so far as this inequality is
due to custom, it will disappear with the progress of intelligence
and of the habits of competition. But more of it than at first
sight appears, is due to causes that are likely to be permanent.
Employers say that if a man and a woman are equally good
workers, the woman is of less service in the long run. For although
she is generally more anxious than a man is to merit the ap-
proval of the employer or overlooker,—she does not give up her
whole mind to her work in the same way as a man does: her
work is more liable to be interrupted than that of a man, and
she is less likely to continue at it during her whole life : partly
for these reasons, her thoughts are occupied more about her
home and less about the place in which she works than his are,
and she has on the whole less persistence, and less judgment
and resource in cases of difficulty. Thus though the accuracy
with which women follow their instructions is very serviceable
in some branches of the work, the employer often prefers to have
men, because he can select from them foremen and overlookers
as well as workers in those branches of the business in which
discretion is wanted. Again many kinds of work which are
generally regarded as light, occasionally require the use of great
physical strength, and perhaps the working overtime in special
emergencies ; and for such work women are at a disadvantage,
Thus the occupations for which women are well fitted are few,
and therefore overcrowded and badly paid. And this influences
custom and general opinion, and causes women to be underpaid
when they are doing difficult work well.

But the progress of science and machinery is opening out to
women many new occupations in which very little ?hysical
strength is required. Telegraphy is a good instance of these ;
and in all the lighter metal trades women are, with the aid of
machines, doing work that used to belong exclusively to men,
and being paid for it wages at all events much higher than the
average wages of women used to be. Meanwhile the progress
of education is fitting women to"do more difficult work, and is
making them more ready to demand, and employers more ready
to grant them higher wages for it: and it 1s much increasing
their employment in the higher part of the work of education
itself. Prejudice, and trades union rules, have kept them out of a
very few occupations for which they are well fitted; but the
progress of enlightenment is breaking down this opposition
generally, and in particular in that case in which it has been
most detrimental to the public weal, namely the medical treat-
ment of women and chil£'en. The experience of France shews
that much more of the work of business manaﬁement might
safely be entrusted to women than is yet done in England ; and
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there is every reason to believe that there will be a gradual'
increase in the number of cases like that of one of the largest
and most successful brass works in Birmingham, in which the
post of general manager is filled by a woman.

"§ 8. Local variations of profits may be caused by local
variations of interest, or by local variations of the Earnings of
Management. We have seen that the growth of the modern
system -of credit has equalised the rate of interest throughout
England ; and that a man of business has in some respects
greater facilities than any other class of workers have, for
moving from a place where there is a poor market for his
abilities to one where there is a good market. It is true that
by a change of place he may lose some capital which has been
sunk either in establishing a good local trade connexion, or in
erecting buildings and other plant that cannot be removed ; but
his habits and resources fit him for learning what is going on in
distant places and for taking advantage of his knowledge. And
on the whole the Task-earnings of Management, the earnings
that are got by ability of a given order, do not seem to vary very
much from one place to another. But a tendency towards the
equality of Task-earnings of Management in two places is a
tendency towards the inequality of the average rate of profits
when the average ability in one of them is higher than in the
other. A good instance of this is seen in the case of farming.

Where the population is vigorous and enterprising, farmers
and labourers have a high standard of efficiency and get high
earnings ; so that we should expect to find that farmers’ Earn-
ings of Management are high where labourers’ wages are high,
and low where wages are low. And observation shews that
this is the general rule. We should also expect to find that
where land is rich the population is well fed and vigorous:
and that therefore where rents are high farmers’ earnings and
the wages of labour are generally high. This rule is subject
to much greater exceptions than the preceding one; be-
cause the vigour of the population and the current rates of
wages and farmers’ earnings are often more affected by the
neighbourhood of manufactures than by the richness of land:
they are high in the North of England where the land is poor,
and they are low in the South of England where the land is
rich; and aFain they are very high in new countries where land
can be got for nothing and no rent is paid. But if we compare
different parts of Europe which are under equally favourable
conditions in other respects, and which are not near manufac-
1urlilng or mining districts, we find that the rule holds fairly
well®,

§ 9. There is however one class of occupations in which

1 Comp. Cliffe Leslie, Zc., pp. 365—370.
M. 12
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.the local variations o‘fmﬂmﬁts are great. The Earnings of
Management got by s! shopkeepers vary a great deal from
one country to amnother. For instance they are very low in
Germany, and they are very high in America. For there are
many Germans who have the little capital and education that a
small shopkeeper requires, and who like an easy life. But in
new countries those who have a little capital hope to work hard
and make their fortunes ; <o they will not keep a shop unless they
can get a good income from it. The difference between retail
and wholesale prices is therefore greater in England than in
Germany, greater in America than in England ; and as another
consequence of the same causes, large capitals have displaced
small capitals in the retail trade in America more than in
England, and in England more than in Germany.

We may next consider the question :—how is it that retail
prices often differ much in different parts of the same town,
that they are for instance higher in the West-end than in the
East-end of London? The answer is not the same for all
- kinds of trades. In trades that deal in things the selection of
which requires taste, the shopkeepers of a fashionable neigh-
bourhood must be men of taste themselves. They must always
be well provided with the goods that are coming into fashion ;
they must promptly rid themselves, even at a loss, of all goods
that would lower the general character of their stock ; and as
they must offer their customers a large choice, their stock of
goods must be very great in proportion to their sales. High
prices will always be charged in such shops ; and high prices
will not deter the rich from going to them. But it is different
with shops which sell provisions and other goods, in the selection
of which little or no taste is required. There is nothing to
prevent a shopkeeper who can get a wide reputation for selling
ordinary things of a good quality and at a low price, from
absorbing a large part of the trade of his district ; though of
course he cannot attract the custom of those who purchase
through their servants and do not pay their bills promptly.
Such people will always support a special class of shops where
high prices are charged from which to deduct a commission for
the servants, interest on all debts, and insurance against bad
debts. .

Retail prices fluctuate less than wholesale prices. The
reason of this is that the retailer can keep his customers if he
. satisfies them that on the whole his prices are fair. They do
not watch the market closely, they do not know whether in each
separate charge he has made proper allowance for the fluc-
tuations of the market, But in large wholesale transactions the
purchaser examines each bargain on its own merits. In im-
portant transactions the higgling and bargaining of the market

v




LUCAL VARIATIONS OF VALUE. 179

are a fit occupation for business men; but in most retail
transactions it is a waste of time and energy to bargain.

LIt is often said that the high rent which a West-end shop- -
keeper has to pay compels him to charge high prices. But this
is an instance of the error of mistaking cause for effect, which is
often made with regard to rent. If a shop is so situated that a
shopkeeper who has sufficient capital and understands his
business can make large net profits in it, its rent will be high:
otherwise not. The shopkeeper may make these large profits
in either of two ways, If his shop is in the West-end he can
hope for custom even though his prices are high, and perhaps
he would not much increase his sales by selling cheaply ; so he
charges high prices and pays his rent out of them. If his shop
is in the East-end, he knows that he must sell cheaply, or not
sell at all; and he has to be content with a low rate of profit
each time he turns over his capital; but if he is in e first-rate
position he can turn over his capital many times a year, so his
annual net profits may be very great, and he rhay be willing to
pay a very high rent. Prices are low in many of the most highly
rented shops in London ; and they are very high in some of the |
quiet streets in the fashionable parts of London where rent is
not very high, and in many villages where rent is very low.
Rent does not then enter into retail price any more than it
enters into wholesale price!; but some advantages of situation
cause high rents and high prices, and others cause high rents -
and low prices.] .

1 See Book 1I. ch. iv,
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CHAPTER 1V.

MONOPOLIES. COMBINATIONS,

§ 1. IN examining market fluctuations and local variations
of prices and wages, we have so far supposed each man to
fashion his own course without any speciaf) agreement with his
neighbours in the same trade. But now we are to discuss
the influence exerted by trade combinations. These may be
organized into formal societies with definite rules, or they may
simply adhere together under the influence of custom or of a
real or supposed community of trade or class interests.

If the producers of a commodity are many in number and
act without any concert, it is to the interest of each of them
to increase his supply of it whenever he expects to obtain a
price greater than its Expenses of production. So that the
price of a commodity cannot long exceed'its Expenses of pro-
duction, if there is free competition among its producers. But
where there is not this free competition, where the whole of the
production is in the hands of one firm, or where it is in the hands
of several firms who combine together to limit the supply, the
price may be maintained at a good deal above its Normal level;
when the price is thus kept at a higher level than the Expenses
ofl"i production of the commodity it may be called a Monopoly
price.

A man has a complete monopoly of a commodity if no one
but himself can (Froduce it. ‘Complete monopolies are for
instance conferred by the ownership of a valuable mineral
spring, or of a patent which prohibits any one but its owner
from making a certain thing. The question which such a
monopolist has to settle in order to determine at what price he
shall sell, is a very simple one, supposing him to consult only
his own interest. He calculates the price at which he can sell
each particular amount of the commodity, and also what the
E:ifenses of producing it will be. He thus determines what
will be the total net profits that he will make by offering it for
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each particular price; and then fixes his price so as to make
these total net profits as large as possible?. i

A producer who has established a reputation for making
something particularly well, often has a partial monopoly. But

in deciding -at what price to sell, he must consider the risk.that.

a high price will attract the competition of rival producers.
It may be his best policy to secure himself in possession of his
partial monopoly by charging a price which allows only a low
rate of profits on his capital; for if he gets even low profits on a
very large capital, his Earnings of Management will be high.

§ 2. When the production of 2 commodity is in many
hands a combination among dealers seldom aims at obtaining
a complete monopoly. But combinations for raising prices by

limiting supply have been made in every age, in every country, .

and in almost every trade. In India each trade forms a caste
by itself which is generally in a very efficient though not
formally organized combination. Within the villages indeed
custom rules, but the price which is charged to Europeans is
often deliberately fixed at a higher rate than that charged to
natives, and it is very seldom that any one can be found to sell
to a European at the lower price. :

But in a country in which there are no castes, a trade com-
bination in any markeét has to contend with great difficulties. If
those who produce for the market are many in number and
scattered over a wide area, it is not easy to form and keep
together a trade combination. The difficulty is greatest in
those trades in which a great deal of Fixed capital is used.
For the combination will aim at keeping the price at all events
sufficiently high to cover all the Expenses of production: while
it may be the interest of any member of the combination to
force a sale of his goods at any price which is more than enough
to return to him his actual outlay on them, without allowing
anything for interest on his Fixed capital, or for other permanent
charges which cannot be avoided however little be produced.
But the more likely individual producers are to continue their
production and force down prices below their Normal level, the
greater is the gain which the trade as a whole may get, at the
expense of consumers, by a successful combination to limit pro-
duction and sustain prices. And the trades in which much
Fixed capital is used, are those in which the greatest efforts have
been made to form such combinations.

For instance, the Normal fares and freights of a steamship

1 If he calculates that at a price y, an amount x can be sold, and
that for this amount the Expenses of production would be 2 per unit of
the commodity, he will try to fix the price so0 as to make xy-as a
maximum. - - :

’
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‘company must be enough to give profits on the vast Fixed
capital empioyed, as well as to cover the working expenses; but
if a ship is not full, the expense incurred in carrying an
additional passenger or an extra ton of goods will be very
-much less than the Normal rate. And when two lines of
steamers compete for the traffic between two places, they often
lower their fares and freights much below their Normal or
‘paying” rates. If one company is much richer than the other,
it may choose to continue this competition till it has ruined its
rival, and obtained a monopoly of the traffic. But generally it
is to the interest of both companies to agree upon a tariff of
fares and freights ; and if there is room enough for both of them,
they may make for a time large monopoly profits by charging
rates considerably above their Normal level; that is, consider-
ably more than sufficient to pay all the working expenses and
give the Normal rate of profits on all the capital employed.
But when the combination is made, each of the compames will
be under a strong temptation to make indirect concessions
which will have the eflect of attracting customers, without
openly lowering the tariff. A suspicion that something of this
kind is being done is a frequent cause of the disruption of such
combinations. In this way a great many combinations have
been made and broken up and made again in most branches of
the carrying trade, but particularly in the trade between Eng-
land and America, and in the American coasting and river
traffic. The recent history of the trunk lines, which run from
Chicago and the Mississippi valley to the Atlantic, has been full
of such combinations and has contained many startling and
romantic episodes!. And the great coal companies of Penn-
sylvania and New England have at various times bound them-
selves to one another under pecuniary penalties not to exceed
a certain output, which is fixed from time to time by a central
committee : 1t is more difficult to evade this regulation than one
which fixes the price at which the goods should be sold.

§ 3 Next, with ﬁard to the difficulty of excluding the
competition of new rivals from a distance. This varies much
with different commodities. A combination of Swiss cotton
manufacturers for instance could have but very little effect upon
the price of cotton in the markets of the world. An agreement
among English cotton manufacturers to limit supply might raise
the price appreciably in a time of great commercial activity ; but
since every one wants to make hay while the sun shines, every
one woul?be anxious to get a large share of the abnormally
high profits that were then being made, and the combination
woultf almost certainly be broken through. If on the other

) See The Railway Problem, by F. J. Adams, junior.
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hand an-attempt to limit the produce of English mills were made
when trade was bad,.and many of the mills of other countrie's
were standing idle, the effect of the limitation would be to
set foreign mills to work instead of English; England’s foreign
rivals would reap the full benefit of any little rise in price there,
might be, and have a larger sale for their goods. Moreover
such a combination would, as has just been pointed out, have
- to bear a heavy strain because of the large amount of Fixed
capital employed in it. The Lancashire workmen, when they
wished their employers to limit production, proposed to re-
lieve this strain by agreeing not to work full time for any
employer until prices rose again. :

§ 4. If a commodity cannot be easily brought from 'a great
distance, a local combination of its producers may find it to their
advantage to limit the supply. For instance, a local combination
of the makers of ices could fix the price where they chose,
because ices cannot be brought from a distance; though they
probably would not fix it very high for fear of checking the
consumption. But a combination of corn-dealers in a place
to which corn could not be easily imported would not be
restrained by any such fear; and in the Middle Ages when the
trade in corn was not organized, when the news of high prices
did not pass quickly from one place to another, and when the
transport of heavy things by land was very expensive, a local
combination of corn-dealers often forced up the price very
high. After a while the price might be lowered by fresh supplies,
and some part of their stocks might have to be sold at a loss.
But at the worst the corn could be kept till next year; and if, as
might easily happen, they had sold half their stocks at more
than twice the price at which they had bought them, they could
afford to destroy the restl.

Even now combinations among corn-dealers occasionally
cause local disturbances in its price. A great deal of the corn
that is consumed in England comes from Chicago vid New
York; and if competition were perfectly free the price of corn
ought to be higher in England than in New York by the expense
of carrying it across the Atlantic, and higher in New York than
Chicago- by the expense of carrying it nearly half-way across

1 See the tables quoted above, Book I11. ch, ii. It seems, therefore,
that Mill is mistaken when he argues, following Adam Smith, that ““if a
speculator has bought a great quantity of corn, and by withholding it
from the market has raised the price ten shillings a quarter, just so
much...will the price be lowered by bringing it back.” Book 1v/
ch. ii. § 5. The mediaeval laws and edicts against those who combined
to “ engross” the supplies of food in particular markets, and to “‘retail”
or “regrate” them at an extravagant price, though they certainly did
more harm. than good, were not so foolish as is often supposed.
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‘the American continent. But it is said that combinations of
dealers sometimes keep up its price in New York nearly as high
as that at which the competition of other countries forces them
to sell it in England; and that the Chicago corn-factors often
succeed in charging the baker as much in Chicago as in New
York. : .

‘Again, the price of a commodity in a market can be arti-
ficially raised when there is a practical monopoly of the means
of carrying it there, Coal is cheap in places to which it can be
easily carried by water; but it is generally dear in an inland
place, which is at the mercy of a single railway company.

§ 5. We may now summarize the conditions of success of a
trade combination to raise the price of a commodity in a market
by limiting its supply :—Those who start the combination must
be able to obtain the adhesion of nearly all the traders who can
conveniently supply the market. The combination must be
able to impose social or pecuniary penalties on any who are not
faithful to it; and the commodity must be one that is in urgent
demand, so that its consumption will not be much checked
by a rise in its price.

There is a close correspondence between these and the
conditions of success of a combination of buyers to force down
prices. The buyers who start the combination must be able to
induce nearly all those who frequent the market to join the
combination. The combination must be able to impose social
or pecuniary penalties on any who are not faithful to it; and
the commodity must be difficult of transport, or there must
" be some other cause which excludes new buyers from the
market. Lastly, the circumstances of the producers and dealers
in it must be such that the suc{;ply will not be much checked
by a low price. These conditions are perhaps fulfilled in
a few cases in which the buyers are wealthy merchants who
buy the goods for sale at a distance, particularly where the
sellers are poor men, such as fishermen, or where they belong
to uncivilised races. And they are often fulfilled when the
buyers are employers of labour, and the sellers are labourers in
an over-peopled district, who have scarcely any choice as to
their means of earning a livelihood.

§ 6. Ever since wages ceased to be fixed by custom, and
began to be arranged by contract, combinations among em-
ployers to lower wages have been common; and in many

laces they have had all the conditions required for success.
ake for instance the case of the farmers in a part of England
which is far from all large towns and seats of manufacture.
The farmers are few in number, most of them have known one
another from childhood, and there is generally a tacit under-
standing among them as to the rate at which they are to pay their.
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Jabourers, If any of them were to break through this understand-
ing, particularly if he were to do it with the object of drawing
men away from another farmer, he would suffer in the esteem
of those for whose opinion he cares most. In fact “there is
rarely much competition for labour on the part of employers
within a trade in a particular place unless there be competition
for it from without).” And unless there is a manufacturing
industry in the neighbourhood, competition from without seldom
makes its appearance.in an agricultural village. .
.-~ On the other hand labourers are in the position of sellers of
perishable commodities : in some cases they may like to rest
from work for a whilé and have a “play-day”; but if they are
kept long from work and wages they all, and particularly the
married men, suffer much from losing the price of part of their
labour. Agricultural labourers seldom think of seeking work
outside the parish in which they were.born; and thus are some-
times at the mercy of a few farmers who may perhaps decide at
a market-dinner what wages to allow.

The meetings in which farmers decide on such matters are
generally informal, and little is known of them except by the
farmers themselves. But we can read in any newspaper how
the Association of West Lancashire Coal Owners or of Fall
River Manufacturers met on a certain day, and voted that

- wages should be raised or lowered 10 per cent.; or how “meet-
ings of employers were held at Blackburn and Preston to con-
sider proposals with regard to the rate of wages made by the
North and North-East Lancashire Association of Master Cotton
Spinners.”

Combinations of employers in trades that are carried on in
towns cannot however be managed as easily as combinations of
farmers. For in a town or manufacturing district there is
generally some sort of competition from without for the labour
in a trade, and town labourers are more apt to change their
occupation and their abode, and to look about them for the
best occupation for their children than farm labourers are. So
that if a combination of employers succeed in forcing down
wages in a trade much below their Normal level, the supply of
labour in the trade will be diminished ; the price of the com-
modity will be raised by the limitation of its supply; and the
employers, buying their labour cheaply and selling their goods
dearly, will make very high profits. Each of them will have
much to gain by attracting more men to himself' even at a
somewhat higher wage, and extending his business just at the
time when the selling-price of his goods is much above their
Expenses of production. Very strong penalties are therefore

1 Clitfe Leslie, Land Systems, p. 371.
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‘required to prevent each manufacturer from pursuing his
own interests, and bidding against his rivals in the labour
market. “But the social penalties which a combination of
manufacturers can inflict upon an unfaithful member are-not
generally very heavy; for he seldom depends for society on
. those in his own trade as much as a farmer does. And there-
. fore such combinations often fix a scale of pecuniary penalties
for breaking the rules, and require from each member a bond
for the due payment of them. Such combinations seem to be
‘on the whoﬁ': gaining strength ; but few of them are yet very
strong. .



CHAPTER V.
TRADES UNIONS.

§ 1. TRADES UNIONS are modern representatives of a series
of movements that have exercised great influence over the
growth of the people of England, and indeed of all other
countries of Western Europe. For the spirit which leads the
members of a trade to combine together and concert action for
their common benefit, has been present throughout the whole
period in which modern civilization has grown up. The way-
ward savage or the wandering freebooter may submit to some
sort of rude military discipline; the passive Oriental may
acquiesce in government imposed upon him by the superior
energy of a dominant caste ; but the highest forms of civiliza-
tion have existed only where the people have had the energy,
the patience, and the strength of will that are required for a
resolute and enduring self-government. These qualities have
been most highly developed among the Teutonic races that
have peopled Western Europe, and especially among the
English ; but unfortunately these races have often taken a
mnarrow, almost a bigoted view of the meaning of the term
“neighbour.” They have generally been more anxious to be
true to those whom they have regarded as their friends, than to
avoid inflicting unnecessary injuries on others around them.

§ 2. We have already seen how the citizens of the Middle
Ages formed themselves into” town gilds, in order to defend
themselves against the oppressions of lawless barons. They
did many noble and self-sacrificing deeds until they had
achieved their freedom : but afterwards they sank into a habit
of harsh exclusiveness towards their inferiors. The oppressed
craftsmen formed themselves into gilds, which, after a struggle
of some centuries, overthrew the old town gilds, took the rule
out of their hands, and.governed the towns in their place for
many generations.

In early times so little capital was required in production
that the distinction between the capitalist employer and the
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- hired labourer hardly existed. Each craftsman supplied himself
,with what little capital he wanted, and worked with his own
‘hands. He was generally aided by'an apprentice, who would
in due coursé become a craftsman; and often by his own family
and perhaps one or two hired servants. Fashions changed
slowly, new inventions were rare; his servants were generally
hired by the year, it was to his interest to keep them employed
even when there was not a good demand for his wares, so he
did not wait for orders but worked steadily, and made things for
stock. The even tenour of the craftsman’s life was seldom dis-
turbed save by famines and plagues, by wars and the tyranny of
kings or barons. The craft gilds fostered honesty of work and
brotherly kindness, they defended the oppressed and relieved
the distress of the unfortunate.

As time went on the complexity of trade increased, more
capital was required for production, the craftsman became a
small master. It was then ordered on the authority, partly of
the gild and partly of the state, how many apprentices each
master might have ; how many hired labourers, and what wages
he should pay them; and how many hours he should work.
Gradually as riches increased the masters ceased to work with
their own hands and to associate with their hired servants; and
in some cases regulations with regard to apprentices made the
members of a gild almost an exclusive caste.

§ 3. This social separation between masters and men went
on steadily but somewhat slowly until the latter part of last
century, when a great impulse was given to it by a series of the
most important inventions the world has known. Between the
years 1760 and 1770 Roebuck began to smelt iron by coal,
Brindley connected the rising seats of manufactures with the
sea by canals, Wedgwood discovered the art of making earthen-
ware cheaply and well, Hargreaves invented the spinning jenny,
Arkwright utilized Wyatt’s and High’s inventions for spinning
by rollers, and applied water-power to move them; and Watt
invented the condensing steam-engine. Crompton’s mule and
Cartwright's power-loom came shortly after. These inventions
took manufacture away from houses and cottages, and gave it
to factories and large workshops. Armies of workmen came
together under the management of capitalist employers, and the
modern Wages-question made its first appearance.

It seems that many of the earlier manufacturers were harsh
and uncultivated men, who made a bad use of their newly-
acquired power. They crowded their factories with apprentices,
many of whom they took from the parish with a premium of £§
each. The factories were so unhealthy, and the children worked
so hard and for such long hours as to be seriously injured
physically and morally. The workmen did not yet know how
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to protect themselves; and at the beginning of the present“

century their means were straitened by the great rise in the
prices of food and clothing that was caused by an extraordinary
series of bad harvests, and by the taxes and restrictions arising

from the great French war. A Parliamentary report of 1806

says that “the opulent clothiers make it a rule to have one-
third more men than they can employ, and thus these have
to stand still part of their time.” The working men gro

about for a remedy against their adversities. For a long time
they could think of no better plan than that 6f petitioning
parliament to enforce some ordinances that were framed by the

great statesmen of the times of the later Tudors. In particular .

they urged the enforcement of two statutes passed in 1555 and

15627 which limited the number of looms each master weaver -

might have, which ordered that the number of apprentices in
a shop should not exceed by more than three the number of
journey men, and which reiterated the injunctions that wages
should be periodically fixed by the Justices of the peace. The
first trades-unions were associations of workmen formed with
the purpose of petitioning parliament to enforce these rules,
and their efforts met with a partial and temporary success.
But though such ordinances probably did more good than
harm in.the times of the Tudors, they would have imposed
unendurable shackles on the growth of modern industry. At
length it became evident to the unions that they would look
in vain to the government for aid, and that they must rely, as
the gilds before them had relied, upon ‘their own energies.
From that time they no longer approached government with
the purpose of inducing it to interlgre in their behalf; but they
petitioned and agitated for the cessation of government inter-
ference against them. Step by step the combination laws have
been repealed: until now nothing is illegal if done by a work-
man, which would not be illegal if done by anyone else. And
nothing is illegal when done by a combination of workmen,
whiclll would not be illegal when done by a combination of other
people.

Free to work out their own destinies, the trades-unions have
grown very much on the lines laid down by the old gilds. The
good and evil of the gilds, their individual self-sacrifice and
their class selfishness, are reproduced in modern unions. And
even in matters of detail there is scarcely a single regulation
og thg unions to which a parallel cannot be found in the history
of gilds.

Two generations ago unions were chiefly managed by

.1 Philip and Mary 2nd and 3rd, cap. 11; and Elizabeth sth, c. 4.
See Brentano on Gilds, pp. 99, 103.
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ignorant, rude men. The law had made a crime of what was
no crime, the agreement to refuse to work in order to obtain
higher wages; and “men who know that they are criminals by
the mere object which they have in view, care little for the
additional criminality involved in the means they adopt.” - They
knew that the law was full of class injustice: destruction of life
and property, when it was wrought for the purpose of enforcing
what they thought justice, seemed to them to have a higher
sanction than that of the law ; and their moral sense became in
a measure reconciled to crimes of brutal violence.
: In many of the smaller unions there remains to the present
day much of the folly and ignorance and selfishness, and a
+ little of the violence of earlier times. But we may trust that
those faults which are not now found in the largest and best
managed unions, will, with the course of time and the diffusion
of knowledge, disappear altogether. It is true that even the
best unions do not always act up to the principles of unionism
as they are expounded by their most enlightened members.
But as when dealing with the economics of trade we do not
trouble ourselves to discuss at length the guiles of dishonest
merchants ; so when dealing with the economics of unionism,
we may accept its principles as they are put into practice by
the most enlightened unionists. Let us then enquire into the
constitution, the resources, the aims and the methods of action
of the best unions of the present time.
. 4. A union is an association of workmen in the e
e. Its principal objects are “(1) to procure for their
members the best return for their labour in the shape of higher
wages, shorter hours of labour, and the enforcement of certain
. restrictions as to the conditions of employment, which could
not be accomplished except by means of combination; (2) to
provide mutual assurance for the members by means of pecu-
niary assistance in case of sickness, accident, death, out of
work, superannuation when disabled by old age, loss of tools by
fire, and emigration.”

Every member of a trade is invited to join its union provided
he-can shew that he has complied with its regulations as
to apprenticeship, where such exist; that he is fairly steady in
his habits, and that he is capable of earning the current wages
of the district where he seeks admission. The ceremony of
initiation retains much of the dignity and solemn courtesy, and
some even of the forms which it had among the old gilds.

Originally unions were confined to single towns or
small districts, and many are so still; but there is a strong

1 Zhe Conflicts of Capital and Labour, by George Howell, ch. 111,
§ 45
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tendency towards uniting local unidons belonging to the same
trade. Sometimes, particularly in'the case of miners, the bond °
of connexion is a slight one; the local unions form themselves
into an Associated or Federated union. That is, each local
society remains “self-governing, self-supporting, keeping its’
own funds, controlled by its own rules, directed by its own
officers and committees, and fixing its own payments and
benefits, but in other respects acting in concert, especially in
all matters affecting time, wages, conditions of labour, security
of life and limb, and supporting each other in all cases of -
strikes, lock-outs, or disputes with their employers 1”

More commonly different unions in the same trade join
to form an Amalgamated union, which has a central com-
mittee of management, or executive, elected by the whole body.
On all matters for which the rules of the union do not make
clear provision, the executive give decisions which are binding
till the next general meeting of delegates from the local
branches. When a union has several branches the ordinary
expenditure of each is governed by the general rules of the
society, which prescribe what payments are to be made as
“donation” to those out of work, though not on strike; as help
to those who are travelling in search of work; as superannua-
tion allowance; or in case of sickness, accidents, or death.
A branch may not make any payment out of the general funds
on its own responsibility for tge purpose of supporting a strike.
“The method of procedure with a view to obtain an advance of
wages, a reduction of the working hours, or any other special
benefit sought by the members of a given union, or branch of a
union, the refusal of which by the employers may .lead to a
strike, is as follows :—The movement originates with the work-
men in some particular shop, firm, or place; the proposal has
then to be submitted to the local branch or lodge, where it is
discussed in all its details; if the motion be carried by the
members of the local branch, it has to be sent to the executive
of the union®” It must be accompanied by full details as to the
numbers of unionists and non-unionists affected, the state of
trade and of feeling in the district, and the chance of success.
If the executive approves the proposal, it circulates this full
statement, with comments of its own, to every branch ; and all
members of the society have equal votes in deciding on it.
Thus it is voted on by those who will derive no direct benefit
from the success of the strike; but who will have to pay a
share of the strike allowance. Consequently many such appli-
cations are refused every year.

175 § 36.
2 /5. § 26, and Appendix VI
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Once a quarter there is a general audit and “equalization”
of funds, among the different branches. That is to say, the
balance of the income of each branch over its authorized expen-
diture is added into the general reserve of the society, and
this reserve is divided out among the different branches in
proportion to their numbers ; so that, with the exception of a few
extraordinary local levies, all the income of each branch is paid
into the common purse, and no payments can be made from
this purse except by the authority of the whole union. Thus a
large union has all the strength of an organized republic, in
which the most intelligent members are sure of having their
opinions heard, but in which every important step is ruled by
the votes of the whole body. It is daily becoming more true
that the “higgling and bargaining” which determine market
fluctuations of wages, are not between individual employers and
ir;_dividual men, but between a group of employers and a group
of men.

§ 6. The total number of unionists is about 1,250,000 ; and
more than half of these are represented at the Trades-union
Congress that is now held every year in some large town. The dis-
cussions at these Congresses have a very wide range ; but their
action is almost confined to pursuing the original aim of the
union, that of influencing legislation in matters that specially
affect working men.

A proposal has been made to organize a general federation
of unions for active purposes: but there seems to be no pro-
bability of this being dene, unless as a defensive measure in
case the “National Federation of Employers” should become
'strong. In almost every large town there is a Trades Council
elected by the local unions and branches of unions. They have
little power, but they take action in some matters of general
interest; and they sometimes arbitrate between different unions.
When one union wants aid from others in carrying on a strike,
the local Trades Council generally investigate the case; and
either collect subscriptions for the strikers, or recommend them
to close the strike on the best terms that can be got.

§ 7. Though unions do not yet contain nearly half the work-
ing men in the country, they do contain more than half of the
most skilful and intelligent and steady workers in almost every
skilled trade. There are no doubt some energetic men, anxious
to raise themselves in life, who find the rules of a union burden-
some. But more are excluded from unions because they are
below the union’s standard of efficiency as workmen, or because
they are unwilling to subscribe to its funds.

It may be well to inquire how it is that unions have so
strong a hold on the best workmen. Firstly, as in the days
of the old gilds, men delight in the notion of self-help and
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self-defence by union. The best employérs admit that if the
unions never allowed their policy to be influenced by mean men
and shirks, they would do very little harm : and the best unionists
admit that if there were no unjust or harsh employers, .unions
might become mere benefit-societies; as it is, many feel their
duty to their union to be a kind of patriotism. Again, non-
unionists very often enter into a strike as heartily as unionists §
hut having no resources of their own, consent to be supported by
the union: and when the strike is over those of them who have
any honourable feeling join the union. Lastly, unions get a
powerful hold on those working men who dread nothing so
much as becoming dependent on the parish. For it can pro-
mise to maiatain a man comfortably whenever he is out of
work. But any provident society which did not consist of men
in the same trade with himself, would fail if it attempted to do
this: for it could not test the truth of his statement when
he said that he could not get work at a reasonable wage. .

§8. Next with regard to the cost of strikes, We may add
togetherdnto one sum all the expenses incurred by working men
in strikes, including the wages lost while they were idle. We
may add together into another sum all the wages they have
-gained irectly by strikes, whenever these have been successful
in obtaining a rise and preventing a fall of wages. We shall
then certainly. find that tEe former sum is very inuch larger than
the latter. But this does not prove that strikes cost more to
working men than the benefits gained by them are worth. It.
would be as reasonable to argue that ti;e 416,000,000 which
England spent on the Abyssinian war was badly spent, because
we brought back from it very little booty except King Theodore’s
umbrella. Whether the expenditure was prudent or not, det
pends on the very difficult question whether it was worth
416,000,000 to give one more hint that other nations may not
illtreat a British subject with impunity. And the unionists
maintain that their expenditure is prudent because it makes
employers feel that they cannot lower wages or harass their men
wantonly without a risk of suffering for it. The function of an
army is not to make war, but to preserve a satisfactory peace;
‘war is a proof that the army has failed of its first object. And
though there is always a war party in a union, its cooler and abler
members know that to declare a strike is to confess failure. The
number of strikes would be diminished if all unionists reflected
that six years’ work at a nise of a shilling a week is required
to balance the loss of ten weeks’ wages at thirty shillings a week.

But many strikes are not part of a deliberate policy; and
in fact the trade quarrels of the smaller unions, as of the gilds
of old days, have been far more often caused by irritated
personal or class feelings, than by disputes about wages. The

M. , 13
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organization of the larger unions generally enables’ them to pre-
vent a personal quarrel from maturing into a strike. .

§ 9. Let us next look at the chief rules in which the policy
of the unions is embodied. The restless changes of modern
industry make it very difficult to enforce strict regulations as to
apprentices. ‘This is perhaps the most important matter which
most unions find it best to leave to be decided by local
trade custom. No doubt a system of apprenticeships supple-
mented by a good system of technical schools, may greatly pro-
mote the education of the country; provided that the apprentice
is.put to work under a man who is paid to teach him, or who
is in some way interested in making him a good workman, and
that .the -apprenticeship rules are not used as a means of arti-
ficially limiting the numbers of those who are brought up to
skilled occupations. We have seen that one of the chief causes
of “the origin of unions was the belief that the masters were
flooding their factories with apprentices, who, when their service
was over, could not get employment at any reasonable wage;
and perhaps a few cases of the kind now exist. But there can be
‘no justification for such rules as that which the boiler-makers
profess to enforce, viz. that there shall be only one apprentice to
every five journeymen, or the still severer rules of the hatters.
If such a rule were acted on generally by the skilled trades of
England, the proportion of skilled labourers to unskilled would
-steadily grow less. In spite of the improvements in the arts of
production, the total produce of industry would increase but
slowly or would diminish ; the improvement in the intelligence
and the income of the average English workman would be
stopped ; and compared with other countries, where such re-
strictions were not known, England would become poor and
ignorant. It seems however that a candidate for admission to
a union is seldom asked for his indentures, even where they
might be called for under the rules ; and that scarcely 1o per
cent. of those now admitted as members of trades unions have
been properly apprenticed?.

§ 1a Trades-unions aim at enabling the men in the trade
to bargain as one compact body with their employers. They
have generally decided that this end cannot be attained, without
their insisting that, if wages are paid by time, there must be in
each district a minimum rate of wage, that is a rate below
which no member of the union may work till the rule is altered ;
and that if wages are paid by the piece, a detailed tariff for such
payments must be agreed upon.

First}iy with regard to payment &y fime. Beginners, sick
men, and old men are often allowed to work for less than the

! Howell, ch. V. § 71.
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fixed rate: but if the union as a body is. to make any bargain
about the day’s wages, there must be some rate fixed for the-
time as a minimum rate for those who cannot shew that they,
are an exceptional case. .Of course a specially able man may
earn more than this rate. This minimum is not the same
in all parts of the country; and some unions publish in their
annual reports a statement of the current rate of wages in every
district in which they have a lodge. For instance, the car-
penters in 1873 report 20s. a week at Barnstaple and Taunton,
about 28s. at Bristol, 28s. or 3os. at various northern towns and
37s. at London. Where the wages are high, the standard of
efficiency which a man must attain in order to earn the current
wages of the district is high. If then a member of the union
at Bristol cannot get 28s. a week, he will be forbidden to work
for less there, but the union will pay the expense of his going,
say, to Taunton where he will be able to get-employment at the
current. wages. On the other hand an exceptionally able car-
penter in Taunton is likely to migrate to Bristol or London to
get higher wages. By thus sending inefficient men to places
where the standard of efficiency is low, and indirectly at least
helping efficient men to go to places where it is high, unions
help to perpetuate, if not to intensify, local inequalities of
efficiency and therefore local inequalities of Time-wages.

Secondly with regard to piece-work. Where the work varies
in character from day to day, so that no tariff can be agreed
upon for it, the unions object to the system of piece-work. For
under it the workmansmust be left unaided to make his bargain
with his employer for each separate job : unless indeed he has
to bargain with a piece-master who contracts with the employer
to ﬁnrg the labour for doing a certain jobl. Of the two the
latter plan is the more distasteful to the unions; but they object
to both. However even where no tariff can be fixed, the system
of piece-work is making its way in spite of the opposition of the
unions. For the ablest and strongest masters generally insist
on it as necessary to enable them to carry out their plans freely,
and to get their men to use their best energies; and such em-
ployers naturally beat in the race those who yield to the unions
on this and other points. Where a tariff can be agreed upon,
the unions do not generally oppose the system of piece-work.
Piece-work is adopted almost universally in trades that make
goods for exportation, partly because in many of them tariffs
can easily be framed, partly because the stress of competition
is severest in these trades.

1 This plan must not be confounded with the system under which
a sub-contract is taken by a gang of workmen with one of their
members to act as spokesman. This system is a form of co-operation,
and is not objected to by unions. See Book 1I. ch. ix. .

s 4
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Unionists however maintain that the system of piece-work
+ sometimes makes men overwork and become prematurely old,
and that it causes work to be done badly. These disadvantages
really exist in'a few trades, though seldom to any great extent.
They say further that by increasing the amount of work done
by each man it decreases' the demand for labour, and so lowers
wages. If the resistance to piece-work on this ground extends
to all trades, it is an attempt to diminish production, and there-
fore to diminish the Wages-and-profits Fund, and therefore
it can have no other end than that of diminishing ‘wages
generally : for there is no such thing as general overproduction?.
If however it is confined to one trade, the temporary scarcity of
labour in that trade may in a few cases cause it to gain at
the expense of others. But this gain can only be temporary
and must involve a greater injury to others?

§ 11. Exactly the same three disadvantages are said to be
inherent in long Aours of labour. A man who labours habitually
twelve or fourteen hours a day at work from which he gets no
enjoyment might almost as well not live; it is better that he
should work less and earn less. Unions desire that the Normal
" day’s work should be short ; and that when a man works over-
time he should be paid at a higher rate than for his Normal
day. This plan would contribute much to the moral and social
progress of the world. But its general adoption is hindered by
the fact that where it has been introduced, the best workmen
often insist on working overtime in order to earn high wages;
so that an employer who does not habitually work overtime,
loses his best men. This is a case in which the collective
will of the union is overridden by the individual wills of its

members.
: Another obstacle to its adoption is that a continually in-
creasing part of the outlay of the employer consists of interest
on Fixed capital, and a sinking fund to replace such machinery
as is superseded by new inventions. This part of his outlay is
independent of the number of hours in the day’s work. It is to
be feared that English workmen will not succeed in obtaining
more rest and recreation without a great sacrifice of their
incomes, unless they overcome their repugnance to one heroic
remedy. That remedy is the gradual adoption of double shifts
in trades in which much Fixed capital is employed. Many
manufacturers admit that if they could get two sets of men to
work their machinery for eight hours a day each, they could
afford to pay the men as high daily wages for the eight hours’
work as tgey now pay for ten hours, and yet makc a better

1 See Book r111. ch. i. § 4.
* Sce Book 111, ch. vii.
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profit. No doubt certain practical objections can be urged .
again$st the plan: for instance, a machine is not so well cared
for when two men share the responsibility of keeping it in order
as when oné man has the whole management of it ; again, there
would be a little difficulty in readjusting the office arrangements -
to suit a day of sixteen hours. But employers and their fore-
men do not seem to regard these difficulties as insuperable; and
experience shews that workmen soon overcome the repugnance
which they feel at first to double shifts. One set might end its
work at noon, and the other begin then ; or what would perhaps
bé better, one shift might work, say, from § a.m. to 11 a.m,
and from I1.30 p.m. to 3.30 p.m., the second set working from
11.1§ am. to I.I§ p.m. and from 345 p.m. to 2.45 p-m.; the two
sets might change places at the end of each week or month.
‘There is not enough labour in En%}a.nd to allow such a plan to
be adopted at once in all the workshops and factories for which it
is suited : but as machinery is gradually worn out or antiquated,
it might be replaced on a smaller scale. On the other hand,
much new machinery that cannot be profitably introduced for a
ten hours’ day, would be introduced for a sixteen hours’ day:
being once introduced it would be improved on: the art of produc-
tion would progress more rapidly ; the Wages-and-profits Fund
would increase ; working men would be able to earn higher
wages without tempting capital to migrate to countries where
wages are lower, and all classes of society would reap benefit
from the change.

§ 12. There seem to be very few unions that try to control
the amount of work that each man does. But in many work-
shops social pressure is brought to bear on any one who works so
hard as to set a standard of work higher than the others like ;'
and no doubt the organization of unions often increases this
social pressure. Again a foreman, if a member of the union, is
apt to conceal the faults of the unionist workman, and to give
them an undue preference over abler non-unionists. The con-
trol of a branch of a union has sometimes got into the hands of
men who have used its machinery to obtain full wages for very
little work ; and though such cases are rare, the mischief which
they cause is perhaps greater than that due to other kinds of
union action which have attracted a larger share of public atten-
tion.

§ 13. Unions are rapidly growing out of the habit of rattening;
that is of hiding, stealing or destroying the tools of an employer
or a workman who offends against their rules. There is no sign
of the disuse of the habit of picketing a place where the men
have struck ; that is of surrounding all entrances to it with men
-appointed to represent the interests of the union ; but cases of
intimidation on the part of these pickets are become rarer:

‘o
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they now confine themselves almost entirely to explaining to
workmen who may be seeking employment, the nature and
cause of the strike. The pickets appeal to their feelings of
class patriotism, and endeavour to dissuade them from siding
with tge employers against the employed ; offering them on the
part of the union the repayment of all the expenses to which
they may be put by abandoning their purpose.

_ The leaders of the unions have done good service in dis-
suading their followers from resisting the introduction of im-
proved processes and machinery in many trades, particularly in
those which are subject to foreign competition. When an
employer displaces by a machine the special skill which men
have spent their lifetime in acquiring, and which constitutes their
whole capital, he generally exerts himself to prevent their sink-
ing down to the level of unskilled labourers : if this were uni-
versally done the last plea for resistance to machinery would
be removed. It is said that a union as intelligent as that of the
compositors is inclined to resist the introduction of type-setting
machines. And it is said that lawyers, who though not
formally organized, are yet a more powerful body than any
trades union, are not as energetic as they might be in the
endeavour to simplify legal processes.

So far nothing has been said of the ambition which some
unionists have to regwlate trade so as to make it less liable
to extreme fluctuations. It is quite true that if a plan for doing
this can be discovered, working men are more likely to exert

. themselves to carry it through than employers are. For
employers are very unwilling to submit to the restraint and
control that would be necessary for carrying out such a plan;
and, while vicissitudes of trade bring nothing but evil to working
men, the excitements and the chances of sudden gains which
they afford have an attraction for some employers. But no such
plan has yet been proposed which seems to have any chance of
success.
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CHAPTER VI
INFLUENCE OF TRADES UNIONS ON WAGES.

§ 1. WE have already seen how there is a continual contest
between the different industrial classes as to the distribution of
the produce of their joint labour; we have now to inquire how
this contest is affected by trade combinations. Let us neglect
for a time the conflicting interests of different classes of hired
labour; and suppose that producers can be divided info one
great class of employers and another of employed. And let us
inquire whether it would be possible for the employed by com-
bining among themselves to raise wages generally at the expense
of profits.

We know that, other things being equal, it will be to the
interest of an employer to pay wages equal to the net value of
the labourer’s worY(, if he cannot get a sufficient supply of labour
on cheaper terms. If a farmer for instance calculates that the
work of an additional labourer would add to the produce of his
farm enough to repay with profits the outlay of 14s. a week 1n
wages, it will be to his interest, other things being equal, to
offer these wages rather than go without the extra assistance. -
But other things are very likely not to be equal. If the current
rate in the parish is 12s. a week, he could not bid 14s. with-
out incurring odium among his brother farmers, and perhaps
tempting the labourers already in his employ to demand t4s.
So he will probably offer only 12s., and complain of the scarcity
of labour. The price of 12s. will be maintained because com-
petition is not perfectly free ; because the labourers have not
much choice as to the market in which they sell their labour,
and because they cannot hold back their labour at a reserve
price equal to the highest wage which the employer can afford
to pay.

pT{e disadvantage under which labourers lie in such a case
as this, may be seen by considering the position of a shopkeeper
.in like circumstances. As a rule a shopkeeper fixes the price
of his goods; and if the customers who come into his shop on
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one day refuse to pay that price, he wajts till others come who
will pay it. But if at any time he were compelled to sell off his
goods quickly, taking whatever -offers he could get, and not
holding back for any reserve price, he might have to sell them
at much less than their real value, at all events if he had access
to only a few buyers. For these few might not happen to have
much occasion for his goods, so that it might not be worth their
while to pay him a good price; and they might even combine
to take advantage of his necessity, and force him to sell at a
lower price than it would have been worth their while to pay'.

In the same way, if the labourer has no savings of his own,
and does not belong to a trade combination, he may have to sell
his labour at whatever price the employers in his neighbour-
hood may agree to offer; and this price may be considerably
less than they would have been willing to pay rather than go
without his labour. If these local agreements among employers

" . are common to nearly all places and nearly all trades, profits in

all trades alike may be a little higher and wages a little lower,
than if they had been determined by that perfectly free com-
petition which is assumed in the theory of Normal value. It is
true that profits could not be very much higher than their
‘Normal value, because if they were, the inducement to em-
loyers to extend their businesses by hiring more labour at a
lXZigher price, would be very strong; the tacit agreements among
employers would continually be broken through, and wages
- would rise and profits would fall nearly to their Normal level.
But still it is clear that if the labourers throughout a country
have been in the habit of selling their labour without reserve,
they may have received among them a smaller share of the
Wages-and-profits Fund than they would have got if there had
been perfectly free competition among employers, or than they
would have got if they had been able to offer their labour at a
reserve price.

If then the labourers enter into local trade combinations,
and refuse to sell their labour except at a reserve price, it is
quite possible that they may increase their share of the Wages-
and-profits Fund, and raise wages at the expense of profits.

1 If there are very few buyers in a market. it may make a great
difference whether goods are sold by Dutch or English auction. In
a Dutch auction the salesman starts with a high price and lowers it
till he comes to a price, say 20s., which some one is willing to pay rather
than go without the thing. But in an English auction, the salesman
would have started with a low price, and raised it till no one would bid
any higher: and if there had been only one Ierson willing to pay 18s.,
and he bid 18s., no bid beyond this would be made, and the thing
would have been sold for 2s. less by English than by Dutch auction.
See Thornton On Labour, 2nd ed, pp. 56, 7.
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But to what extent can they do this? Will their action so check
the demand for their labour as to cause a reaction in which
profits rise at the expense of wages?

§ 2. To answer this question we must start from the fact that
wa%‘es are labour’s share of the Wages-and-profits Fund, which
is the net produce of land, labour and capital, after deducting rent
and taxes. Therefore a rise in wages is at all events in some
danger of bringing about its own destruction, if it is obtained”
in such a way as to diminish this Fund. Now the rate of profits
is one of many causes that govern the accumulation of capital;
and a fall in the rate of profits, unless counteracted by sqme
other cause, tends to diminish the Wages-and-profits Fund,
or at least to check its growth.

It is true that this diminution may be of little importance
for some years; and meanwkile the advantage which combi-
nation gives labourers in bargaining with their employers, may
;_ossibly enable them to get so large a share of the diminished

und as to maintain their wages. But though the effects
which the fall in profits exerts on the Wages-and-profits Fund
may be small at first, they will increase steadily, unless the rise
in wages exercises some compensatory effect. If in one year
they caise the Fund to be one per cent. less than it otherwise
would have been, this loss will have increased to two per cent,
at the end of the second year, to three per cent. at the end of the
third year, to ten per cent. at the end of the tenth year, and so
on!, While this loss increases steadily year by year, there will
be no corresponding increase in the advantage which combina-
tion gives to labourers in their bargaining; and sooner or later
the competition of capital for the aid of labour in production
will be diminished ; wages will fall, and will Krobab]y go on falling
until the removal of the causes which checked the growth of the
‘Wages-and-profits Fund.

, It is then clear that if a rise of wages is obtained simply at
the expense of 'profits, if it lowers profits without exerting
any compensatory effect on the Wages-and-profits Fund, it must

1 The case in the text is understated. Even if the rate of profits

" remained unchanged without any further fall throughout the ten years,
the loss to the Wages-and-protits Fund would increase in geometric,
not in arithmetic progression. But further, wages could not ge kept at
their raised level without throwing a continually increasing burden on
ofits; and therefore the diminution (or check to the growth) of the
Wa.ges-and-proﬁts Fund would be very much greater in tﬁe second year
than in the first, very much greater in the third year than in the second,
and so on. Further, a fall in the rate of interest promotes the use of
machinery, and tends to increase Auxiliary-capital at the expense of
\Vage-caﬁital, and thus to lower v::ges An exact treatment of the
problem here indicated requires the aid of mathematics. Coa
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be self-destructive 'in the long run. It must lead in time to
- such a scarcity of capital and of business power that the total

‘Wages-and-profits Fund will be insufficient to afford high wages
+ to labour, even while capital is getting a low rate of interest,

and business power is receiving low Earnings of Manage-
ment.

§ 3. But it is not necessary that a rise of wages which’
labourers may obtain by the aid of their combinations, should
" be self-destructive. For even if it is got at the expense of
- profits in the first instance, it may be used in such a way as to

prevent any diminution of the Wages-and-profits Fund, and to
.throw no permanent burden on profits.

Firstly, if labourers saved as large a part of their income as
capitalists and employers do, a rise of wages at the expense of
profits would scarcely affect the accumulation of capital. But
the working classes consume nearly the whole of their income
on their immediate wants. The wages of hired labour in the

. United kingdom amount to nearly £500,000,000; or about one
half of the total net annual income of the country. But their
annual savings, even when allowance is made for the houses
and furniture which they buy, and for their contributions to pro-
vident societies, form a very small part of the two hundred and
forty millions which are added yearly to the wealth of the
country. It is true that in those parts of England in which
wages have long been high, many artizans own their own houses :
and a rise in wages leads in the course of time to an increase
Jin the will to save, as well as in the power to save. Still it must
be admitted that the immediate effect of a rise of wages at
the ex{)ense of profits will be to check the growth of Material
capital.

pSecondly, we have seen that an increase in Time-wages, if it

leads to such 4n increase of efficiency that Task-wages are no
higher than before, will not lower profits, but raise them, 1n
other words a rise in wages almost always leads to an increase
of Personal capital; and the increase of the Wages-and-profits
Fund depends on the Personal as much as on the Material
capital of the country. ,

A rise of wages may then to a great extent be devoted to
adding to the Material and Personal capital of the working
classes, and increasing their efficiency: and if so spent, it will
not lead to any diminution of the Wages-and-profits Fund, it
will not be self-destructive even though it has been obtained at
the expense of profits in the first instance,

It must however be noticed that in supposing the rise of
wages to increase the efficiency of labourers, it has been taker
for granted that the measures by which they obtain the rise do
uot to any great extent diminish their efficiency. It has been
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‘taken for granted that they do not insist on such regulations
-with regard to apprenticeships as tend to prevent the number
" of skilled labourers from inereasing; that they do not oppose
improvements in machinery, in the process of manufacture, or
in its arrangements ; and lastly that they are able to attain their
ends without many strikes. Of course the expense which
workmen incur in a strike must be deducted from their gains
before thé real value of the rise can be found. But a further
and perhaps more important deduction must be made on
account of the indirect injury which strikes and the fear of
strikes inflict on production. For production is checked, and
therefore the Wages-and-profits Fund is diminished, by every-
thing that hampers the enterprise of employers, or that makes
them design timidly and carry out their designs imperfectly :
the more their energy is diverted from their proper work in pro-
duction to vexatious controversies with those whom they employ,
the less will be the Wages-and-profits Fund.

We conclude then that it is not impossible for trades unions
to enable labourers to obtain a general rise of wages which they
would not have otherwise got ; but that this rise will itself brin
into operation causes which will lower wages, and that it can-
not be permanent, unless it be obtained by means which do not
seriously hinder production, and unless it be used in such a way
as to largely increase if not the Material yet the Personal
capital of labourers, and to add a great deal to their efficiency.

4. This result helps us to interpret the proposition :—
¢ Industry is limited by capital!”—a proposition which has been
often used as a way of stating what has been called ke Wages-
Fund theory. This theory has been much misunderstood, and
has been the occasion of many popular fallacies. But even as
explained Py its ablest and most careful exponents, it seems to
be unsatisfactory; because it rests on the assumption that all
wages are paid out of wealth that has already been set by as
capital. This was first assumed for the sake of simplicity,
rather than with the intention of being made a basis of
economic science. But from the habit of using it for con-
venience, some economists drifted into the habit of thinking
and writing as though it were a necessary law of nature that
wages should be paid entirely out of wealth that has been set by as
capital. Starting from this basis they shewed that the circum-
stances of the country determine in what proportion capital is
divided into the two parts, Auxiliary and Remuneratory. They
called the Remuneratory capital in the country its “ Wages-
Fund;” and they argued that no change could increase this
Fund, unless it either increased the total amount of capital in
the country, or caused the Remuneratory capital to increase

.at the expense of the Auxiliary. .
- 1 See Book 1. ch. iii. § 3.
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When therefore trades unions claimed to be able to raise
wages at the expense of profits, the upholders of the Wages-
Fund theory answered that the action of unions cannot
increase, but must rather diminish capital ; that they cannot
alter the circumstances that determine the ratio in which capital
is divided into Auxiliary and Remuneratory?!; that as they can
do neither of these things, they cannot increase the Remunera-
tory capital which forms the Wages-Fund ; and that therefore
any rise that their efforts may obtain in the real wages of one
trade, must be compensated by a fall of at least equal amount
in the wages of other trades. In fact as Mill says, “In the
common” or Wages-Fund “theory, the order of ideas is this.
The capitalist’s pecuniary means consist of two parts—his
capital, and his profits or income. His capital is what he starts
with at the beginning of the year, or when he commences some
round of business operations : his income he does not receive
until the end of the year, or until the round of operations is com-
pleted.. His capital, except such part as is fixed in buildings
and machinery, or laid out in materials, is what he has got to
pay wages with. He cannot pay them out of his income, for
‘he has not yet received it. When he does receive it, he may lay
by a portion to add to his capital, and as such it will become
pa;; of next year’s wages-fund, but has nothing to do with this

ear’s. '

),' “This distinction, however, between the relation of the capi-
talist to his capital, and his relation to his income, is wholly
imaginary.... His own income...is advanced from his capital and
replaced from the returns, par? passu with the wages he pays. If
we choose to call the whole of what he possesses applicable to
the payment of wages, the Wages-Fund, that fund is co-extensive
with the whole proceeds of his business, after keeping up his
machinery, buildings and materials, and feeding his family;
and it is expended jointly upon himself and his labourers. The
less he expends on the one, the more may be expended on the
other, and wvice versd.”

This is the reason which Mill gives for wishing to intro-
duce into the theory of wages contained in his Political Economy
“those qualifications and limitations which are necessary to
make it admissible.” Instead of holding that there is a certain
amount of wealth deliberately set by to be used as Remuneratory
capital, he regards wages and profits alike as coming from that
net produce of land, labour and capital which, after deducting
rent and taxes, we have called the Wages-and-profits Fund : he

1 We have seen that a fall in the rate of interest increases the use of
machinery and other fixed capital, and therefore tends to increase
" Auxiliary capital relatively to Remuneratory. But the exponents of the
Wages-Fund Theory seem generally to have overlooked this argument
on their side. {

' 4
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argues that it is the division of this Fund into the two parts of
profits and wages which determines how much of the produce
shall ' become Remuneratory capital.

The difference between the new doctrine and the old can
be well illustrated by the case of immigration of labour into
a country. According to the old doctrine wages have to be
paid out of wealth that has already been set apart as capital:
and since the labourers will require some raw material and
implements to work with, there must be an increase of Auxiliary
capital, and therefore a diminution of Remuneratory; and there-

fore the total amount of wages got by the larger number of.

labourers must be less than that which has been got by the
smaller. According to the new doctrine this result will :not
necessarily follow: indeed the opposite result is the more
probable, For the increase in the supply of labour will in-
crease the net produce of capital and labour, and therefore
the Wages-and-profits Fund. It is true that employers will
compete less keenly than before for the hire of labour, partly
because there is more labour to be hired; and partly because
it will answer their purpose to divert some of their means from
hiring labourers to providing more Auxiliary capital ; and there-
fore the rate of wages will fall. But it is not certain, nor even
very probable, that the whole share which labour gets of the
‘Wages-and-profits Fund will amount to less than beforel,

The old method of stating the wages problem led working
men to regard their wages as paid out of a fund of capital
already stored up, the amount of which is, for the time at least,
fixed independently of their exertions. The new doctrine shews
how their wages depend not only on the capital which others
have stored up, but also, and to a greater extent, on the
efficiency of their own work.] '

1 Cairnes (Leading Principles, Part 11. ch. i.) has argued’that there
was no sufficient reason for Mill’s changing his position. He has ably
restated Mill’s old theory and guarded it inst some common mis-.
interpretations ; but he has not caught the point of Mill’s new argument,
as is shewn by his going on to contend that *an increase...in the supply
of labour, when it is of a kind to be used in conjunction with Fixed
capital and raw material,” would cause the Wages-Fund to undergo
*¢ diminution as the number who are to share it is increased.”

On the other hand Professors Jevons, Cliffe Leslie, Hearn and
Francis Walker, and Mr Shadwell, have all adopted the same general
idea that wages are the share of the produce which the laws of supply
and demand enable the labourer to secure (see Jevons’' Zheory of
Political Economy, second edition, preface, p. 50). Professor Walker
has collected some instructive instances in which it is the labourer who

lends his labour in advance to his employer, and not the employer who *

advances his wages to the labourer. Sec also Thornton Or Labvur.

)



CHAPTER VIL
INFLUENCE OF TRADES UNIONS ON WAGES (CONTINUED).

§ 1. WE have seen that it is not impossible for labourers,
by forming themselves into trade combinations, to obtain a
general rise in wages; and that this rise may be maintained,
provided it is so used that the Wages-and-profits Fund is not
diminished. The next point to be observed is that when a
combination in any trade obtains a rise of wages, this rise is
seldom entirely at the expense of profits; the employers are -
almost always able to shift nearly the whole of the burden on to
others. Part of it falls on the consumers of the things produced
by the trade, and many of these generally belong to the working
classes ; part falls on other trades which are directly or in-
directly associated with this trade in the process of production.

For instance when carpenters by a strike or a threat of a
strike get their wages raised, the master builders seldom bear
the chief part of the burden. The rise is generally got when
the price of houses is rising ; and by checking or threatening
to cgeck the supply of building it causes a further rise in the
price of building; and this rise in price checks the demand for
building. A check in the demand for building checks the de-
mand for the labour of bricklayers, masons, plasterers, painters
and other workmen who are directly associated with the car-
penters under the same set of employers; and also for the
labour of brickmakers, quarrymen and others who, though not
working under the same employers with the carpenters, are

- indirectly associated with them in the work of production. In
fact the interests of the carpenters are related to those of the
bricklayers and masons, and to those of the brickmakers and

uarrymen, in very much the same way as they are to those of
&e master builders. In matters that affect the demand for
building and its price, the interests of all these classes are in
harmony; and in questions connected with the way in which
this price is shared, the interests of carpenters are very nearly.
as much in opposition to those of bricklayers and masons, and
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to those of brickmakers and quarrymen, as they are to those of
master builders. Given the price which' employers can get for
their buildings, the cheaper they buy their bricks and the cheaper
they ¢an get them laid, the more building will they undertake,
and the greater will be their demand for the labour of carpenters.
And wice versd a fall in the wages of carpenters, other things
being equal, will increase the demand for brickmaking and
bricklaying.

To take an instance from another branch of production; a
fall in the wages of iron-workers may induce iron-masters to take
contracts that they would otherwise have refused; and this will
tend to prevent a fall in the wages of the coal-miners who raise
the coal for the ironworks. On the other hand a fall in the price

’

of iron has to be borne partly by the different classes of em=

ployers, partly by the different classes of workmen whose labour
contributes to the production of iron ; the greater the share that
is borne by one, the less is that which has to be borne by each.
of the others. There is thus a conflict between the interests of the
coal-miners and iron-workers which has once or twice brought
“about an open conflict between their unions; the iron-workers
refusing to work until the coal-miners would raise the coal at a
cheaper rate. Such feuds between unions are sometimes very
bitter and of long standing; so that one of the chief uses of
Trades-councils is to “prevent a union from incurring the odium

of a strike through some misunderstanding or petty jealousy be- .

tween two sections of one trade, which, in the end, if it had taken
place, would not only have injured both parties to the dispute,
but would also have been ruinous to the employer, although he
was in no way concerned in the cause of the quarrell.”

§ 2. But yet this opposition between the interests of asso-
ciated groups of workmen does not very often attract the at-
tention of the workmen themselves. When one group strikes'
for higher wages, the others give moral if not material support
to the strikers. In each of our great industries the employers
are-often seen arrayed on the one side, while several classes of
employed are arrayed in a strike on the other, and the remaining
classes are observing a friendly neutrality towards the strikers.

The causes of this fact are not far to seek. Firstly, the
employers are regarded as the representatives of capital. They
receive as prefits'the difference between the price of their goods
and their outlay on wages, on raw material, and on keeping up
their buildings, machinery, &c. Even though it may be known
that they do not own nearly all the capital which they use, the
distinction between the interest on it and their Eamings of
Management does not obtrude itself; and the large sums which

¢ ) 3 Howell,-ch. x. § 20. .
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they receive seem to ‘be a plentiful store from which higher
wages may be paid to labour. These large sums really include
not only interest and Earnings of Management, but Insurance
against the loss of capital. When an employer fails, his losses
-are soon forgotten by others; but success, as long as it lasts,
forces itself on every one’s observation. And it is not to be
wondered at that in trades in which success is unevenly dis-
tributed, some working men should forget the failures which
have kept down the average rate of profits, and have prevented
the average Earnings of Management from being more than a
fair return for the difficulty and strain of the work: while they
look greedily at the few large fortunes which have been amassed,
as it were, out of their toil.

_ Secondly, although there is a well-marked class distinetion
* between skilled and unskilled labourers, and although in some
districts more than half the employers have risen from among
the employed, yet the great social division of the ranks of in-
dustry is that between employers and employed. A working
man’s friends and relations are seldom to be found among the
employers, they are generally scattered about the trades which
are associated with his own; and he himself is much more
likely to pass over to one of these trades than to become an
employer.

Thirdly, although a rise in the wages of one trade tends to
hinder a rise in the wages of other trades that are associated
with it in the same process of production, yet the wages of all
these trades are continually seen to rise together when the
demand for the produce of their joint industry increases, and
to fall together when it diminishes. It is true that the profits of
the employers are generally rising or falling at the same time;
but in this case the correspondence is not quite so close; and
. as the profits of an employer can only be guessed at, while the
“wages of a workman are definitely known, it is not nearly so
obvious. Again the circulation of labour, which tends to keep
the earnings in different occupations in their Normal relations
to one another, acts much more quickly between two groups of
associated workmen than between them and their employers.
If the wages of carpenters are abnormally high relatively to
those of masons, the supply of carpenters will soon begin to in-
crease relatively to that of masons, and the inequality will
be redressed. There is in fact a belief among the working
classes that if the wages of one trade rise, there will be, and in
fairness ought to be, a corresponding rise in the wages of others
associated with it in the same process of production; and this
belief is itself a great force. If carpenters’ wages had risen
more rapidly than masons’, it would be thought fair and reason-
~able that the masons should take the first opportunity of He-
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manding a rise, ' while the carpenters might get but little
sympathy from other trades if they demanded a second rise. In -
physical science we may investigate the laws of nature without
making any allowance for the influence of popular opinion; but
in Economics and in other moral sciences we cannot do this :
for in the moral world, the belief that a change ought to occur
and will occur, tends to make it occur.

§ 3. We have seen in successive chapters?!; (i) what are the
general conditions on which the power of a combination to raise
prices depends; (ii) what are the constitution and modes of
action of trades unions ; (iii) what are the limits which the Laws
of Normal wages and profits impose-on attempts of combina-
tions of labourers to raise wages.generally at the expense of
profits ; and (iv) how a rise in the wages of any trade affects
the interests not only of their employers and of the consumers
of the commodity which they help to produce, but also of the
trades which are- associated with them in producing it. We
may now collect together the conditions on which the power
of 3c,1 union to obtain a rise of wages for its members de-
pends. .

Firstly, with regard to the immediate result of any particular
trade dispute.

This depends partly on the number and action of the non-
unionist members of the trade and on the difficulty of bring- .
ing men from. other trades into it; partly on the pecuniary posi-
tion of the union, on the amount of its reserve fund, and of the
contributions which can be. levied in support of a strike from
those not engaged in it; partly on the resolution of the unionists,

.and the belief which they and others have in the justice of
their demands. The immediate effect which a check to the
supply of labour in the trade will have upon the price that can
be got for it, depends partly on the strength-of any combination
there may be among employers; partly on the strength of will
and the resources of individual employers; and partly on the
loss which they would incur by suspending work. The amount
of this loss depends on the margin which the state of the
market affords between the price of the commodity which they
produce and the outlay of Circulating capital required for pro-
ducing it: other things being equal, this margin will be the
greater, the lower are the wages. of the other groups of labourers
.whom they employ, and the larger the extent to which the
Normal Expenses of production of the commodity consist of
permanent charges and of the interest on Fixed capital. In
estimating the state of the market for the commodity, account
must be taken of the stocks which employers have in hand, and

1 Book 111, ch. iv.—vii,
M, 14
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of the competition which they must meet from others who are
not affected by the dispute.

The immediate issue of any trade conflict which a union
undertakes may therefore depend upon the character and the
personal relations of those who play a leading part in it, and
upon a variety of other accidents, much more than upon the
- action of the Laws of Normal wages and profits.

Secondly, with regard to the permanent effects of the policy
of a trades union.

If the commodity which the trade produces can be easily
brought from great distances, a single union can seldom suc-
ceed in causing a great scarcity of it; and the competition of
distant producers in the same or other countries exerts an in-
fluence on Task-wages against which the union can make but
Jittle way!, But when no such competition is to be feared it is
doubtless true that if a union can keep the number of those in
the trade permanently less than it otherwise would be, the price
of the commodity which they help to produce may be so raised
by its scarcity, as to make it worth while for employers to pay
them permanently very high wages.

There are cases in which unions have pursued this end with
some partial success, by means of stringent regulations which
hinder anyone from joining the trade who has not served an
apprenticeship, and which limit the number of apprentices who
. may be taken. But though such regulations may easily be en-
forced by a trade whose wages are abnormally low, it is a very
difficult thing to enforce them when the wages of the trade are
abnormally high relatively to those of others. For then both
employers and those workmen who wish to enter the trade have
so much to gain by evading them, that no regulations can
succeed for a very long time in preventing a large influx of new
comers. If its Net Advantages are already up to the level
of other trades of equal difficulty in the neighbourhood, it can-
not succeed in obtaining a permanent rise in its wages, unless
there is a corresponding rise in the wages of other trades.

It follows then that no course of action can be permanently
advantageous to any one trades union, unless the general policy
of which it is a part tends to raise the wages of all trades. So
that if we consider only ultimate and permanent effects, we may
apply to the case of a single union the rule which we obtained
in the last chapter. We there saw that labourers cannot suc-
ceed in getting a general rise in wages by means of trade com-
binations except on certain conditions. And we may now
conclude that a single trade cannot obtain a permanent rise
of wages except on the same conditions ; that is, unless the rise

1 See Book 11I. ch. iii. § 6
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is got by measures which do not seriously hinder production,
and unless those who get the increased wages use them so as to
increase their efficiency and to add largely to the amount, if not
of Material, yet of Personal capital in the country. No trades-

union policy is likely to be permanently successful which.

prevents people from making the most of their faculties, and
doing the best work they can; or which hinders the adoption of
improved methods of production; or which much increases the
uncertainty of business, or in any other way inflicts great injury
on employers and capitalists ; or lastly, which leads to a great
increase of consumption on those passing enjoyments that leave
no permanent good behind them. This is almost the same as
saying that it cannot be to the permanent interests of a union
to adopt a policy which is injurious to the general well-being,
and therefore morally wrong.

But unfortunately the pecuniary interests of those who are at
any particular time members of a union, are often very different
from the ultimate and permanent interests of the union; for
they may not live long enough for the full working out in their
time of those results which, according to the law of Normal
wages and interests, must ultimately follow from their action. If
they can artificially limit the numbers in their trade so as to
keep u{ the wages in it abnormally high for several years, it will
be to their pecuniary interest to do so; even though the regula-
tions by which they attain their end tend to bring about a fall
of wages in the long run. Men cannot be dissuaded from making
such regulations by arguments addressed to their prudence, as
distinguished from their sense of duty.

§ 4. “Except! on matters of mere detail, there are perhaps
no practical questions even among those which approach nearest
to the character of pure economic questions which admit of
being decided on economic premises alone?,” and it is alike un-
scientific and injurious to the public welfare to attempt to
discuss men’s conduct in industrial conflicts without taking
account of other motives beside the desire for pecuniary gain.
The communists assumed that no one should desire to gain at
the expense of an equal loss of happiness to others; but the
world is not yet ready for applying in practice principles of so
lofty a morality as this. The world is however ready, and work-
ing men among others are ready, to endeavour to act up to the
principle, that no one should desire a gain which would involve
a very much greater loss of happiness to others. Of course the
loss of £1 involves much less loss of happiness to a rich than

1 The remarks on economic method (Book I. ch. i. §§ 2 and 3)
should be read in connection with this section.

2 Preface to Mill's Political Economy.
"14—2

.
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to a poor man. , And it would not be reasonable to ask working-
men to abstain from a measure which would give them a net
gain of £1 at the expense of a loss of 30s. to profits, unless it
could be shewn that this loss would react on wages in the long
run. But many of them are willing te admit that no union
‘should adopt a course which will raise its own wages at the
expense of a much greater total loss of wages to others; and if
this principle be generally adopted as a basis of action, then
nearly all the evil that still remains in the policy of unions
can be removed by such a study of economic science, as will
enable them to discern those remote effects of their action “ which
are not seen,” as well as those immediate results “which are
seen.” )

Much would be gained if all workmen knew that each trade’s
production constitutes a demand for the labour of other trades:
that since about half of all the things that are produced are
bought by working men, working men as a body have to bear
about one-half of the loss that arises from any check to produc-
tion ; and that, though one trade may sometimes gain-a higher
price for-what work it does, by diminishing production, yet one-
half of this increase in price has generally to be borne by other
members of the working classes : that there cannot be general
over-production, though there is sometimes a disorganization of
.industry which looks very like it : that if, under the fear of over-
production, each trade diminished its production by, say, one-
. third, the Real wages of labour, the necessaries, comforts and
luxuries which working men are able to purchase, would be
diminished by about one-third.

Much would be gained if all working men would reflect that
unnecessary hindrances in the way of these who wish to learn a
skilled trade are wrong; and that it is almost always wrong for
one union to seek to obtain a rise in wages by a line of conduct,
the general adoption of which would diminish the production of
wealth, and therefore cause in the long run a general fall of
wages.

Unfortunately working men are able to say with too much
truth that many of their superiors in the commercial world
sometimes speak and often act as though nothing more were
to be. expected in business transactions than that a man
should avoid dishonesty and pursue his own interests. It is of
course true that employers have sometimes no choice except
between limiting their production and incurring very heavy
losses; but they are as liable as workmen are to combine to
limit production even when there is no such urgent occasion,
and thus to seek a small benefit for themselves at the cost
of a great loss to the rest of society. And, as workmen are
sometimes tempted to enter into a contest to get wages much
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above their Normal level, wages which can only be maintained
even temporarily by harsh regulations and continual conflicts, -
involving a great diminution of the Wages-and-profits Fund,
and inflicting grievous injury on society; so employers are '
sometimes under a like temptation to strive by arbitrary means-
for unduly high profits.

The duties of different classes of industry to one another
may profitably be discussed from the pulpit, in Social Science
Associations, in Chambers of Commerce, in Trades Councils,
and in Trades-union- ‘Congresses. And there is much to be
gained from all movements which tend to bring employers face
to face with their employés, to talk over peacefully the economic
and moral grounds of any claims that may be advanced : this is
the work of Boards of Conciliation. .



.

CHAPTER VIIL
ARBITRATION AND CONCILIATION!.

§ 1. DISPUTES relating to the carrying out of contracts
between employers and employed have long been settled in
France by Conseils des Prud’hommes, that is, by boards of an
equal number of representatives from the two classes with a
chairman appointed by Government. Mr Mundella improved
on this plan by inducing employers and employed in his own
trade of hosiery at Nottingham to agree to refer their disputes,
not only as to the interpretation of past contracts, but as to the
terms on which new contracts should be made, to a board of
Conciliation. This board, started in 1860, has been in success-
ful work ever since, and a great many others have been framed

“on its model. Each of them consists of equal numbers of
representatives of employers and employed in the same trade,
with a chairman chosen by the board. If he has a casting vote,
he is often practically arbitrator; and Mr Mundella is probably
right in thinking that the board should generally discuss without
voting. Each side should listen to the arguments of the other,
and endeavour to work towards a solution to which the whole
board can agree without a vote. If no such eement can be
arrived at, the question should be referred to the arbitration of
a referee who is a member of the board, but who is summoned
to its meetings only when a satisfactory conclusion cannot be
obtained without his aid.

Thus the work of boards of conciliation is to remove the
causes of trade quarrels by friendly intercourse. But when
there is no such board, and a quarrel is already beginning, the
best thing to be done is generally to refer the dispute at once to
the decision of an Arbitrator or a court of Arbitration. Mischief
having already begun, the work of arbitration must be done
quickly, and generally without the knowledge required for deal-
ing with the subtler intricacies of the trade; an arbitrator

1 On the subject of this chapter consult Crompton, Jndwstrial
Conciliation., .
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could hardly fix, as Mr Mundella’s board does, a list of piece-
work wages for six thousand different tasks. But though arbi- -
tration is in many ways inferior to systematic conciliation, it '
is more elastic and more easily introduced ; and it is the only
resource in a trade in which habits of mutual forbearance and
confidence and openness have not yet made much progress; and
it prepares the way for conciliation. .

The progress bath of arbitration and conciliation depends on
the fidelity with which employers and employed conform to the
decisions. The unions can generally answer for all the unionists
concerned, and their action indirectly controls that of the non-
unionists. There have been very few instances in which either
masters or men have refused to abide by the award of those
to whose decision they have submitted their case.

§ 2. The considerations on which the decision of a board
of conciliation or of an arbitrator must be based, are as
various as human life itself. But yet there is one broad
principle which must underlie their work. They must, as the
earlier economists would have said, conform to Nature. That
is, they must not set up by artificial means arrangements widely
different from those which would have been naturally brought
about. For if they do, their work will be in strong conflict with
natural forces, and it will be destroyed. They must follow the
example of Rennie, who when he had to construct a breakwater
in Plymouth Sound, first set himself to discover the slope at
which the natural action of the waves of the sea would arrange
a bank of stones. He then let stones drop into the water so as
to. form such a slope, and the force of the waves, instead of
overthrowing his work, only built it compact together and
strengthened it. He controlled Nature because he guided her
forces, while conforming to her laws. And this is the proper
work of industrial conciliation and arbitration. .

We have seen that there is a Normal value about which the
wages of each kind of labour tend to fluctuate. This value
may indeed change with the growth of civilization and the
progress of invention, and with changes in man’s habits and
character. But yet at any given place and in any given age the
Normal relations of the wages of one trade to those of others are
determined by the operation of economic laws; and any at-
tempt to keep wages much above or much below their natural
level will be opposed by strong natural forces, and will fail.

Again, the awards should follow the tendency of natural
laws to raise wages when trade is good, and lower them when
it is bad. But the fluctuations in the wages of labour are
naturally less violent than those in the prices of goods ; and as
variations of wages introduce a harmful uncertainty into the
workman’s life, conciligtors and arbitrators should aim at



-

216. . - BOOK.IIL CHAP. VIIL§3, 4 °

making these fluctuations as small as they safely can, without
holding out to either side a strong inducement to repudiate or
evade the award. Mischief almost always results in the long
run from an award which gives to one side terms much
worse than those which it knows it could obtain by a strike
or a lpck-out.

§ 3. Boards of conciliation can meet frequently and adjust
wages to each passing change of the market ; but yet it is often
best that -they should adopt a self-adjusting skding scale. And
courts of arbitration have no other means of making a settle-
ment ‘that shall give peace to a trade for a long time to come.
To form such a scale it is necessary to take as a starting-})oint
some period at which prices, profits and the wages of the
various branches of the trade were by general agreement con-
sidered to be “fair,” that is at their Normal value. These
prices, profits and wages being taken ‘as the .SZandard prices,
profits and wages, the next step is to arrange that every im-
portant change in the price of the goods produced shall be
followed without any special award by a corresponding change
in the wages' of -each branch. It has just been said that
the aim should be to make the fluctuations of wages as small as
. possible; and therefore the rule should not be that wages should
always bear a fixed proportion to the selling price ; but for one
trade the rule might be that when the price is ten per cent.
above or below the Standard price, wages should be five per
cent. above or below the standard wages, and so for other varia-
tions ; while other trades might have other rules different in
detail, but similar in general character. A sliding scale must
not be expected to work for-a very long time together without
alteration ; it must at all events be recast whenever any con-
siderable change occurs inithe manner of carrying on the trade.

The provisions of a sliding scale must be definite and un-
mistakable; but perhaps more harm than good is done by try-
ing to make them extremely simple. Nature is not simple but
complex ; and a sliding scale that aims not at resistingebut at
guiding the working of naturalflaws must sometimes be com-
plex toe. Thust should generally take account not only of the
price which the manufacturer gets for his goods, but also of that
which he pays for his raw material. For instance, the Standard
price in the iron trade, instead of being the price of a ton of a
certain kind of pig iron, might be the excess of this price over
the price of the iron stone and coal that are used in making it.
And the Standards in the cotton trade should have reference to
the price which manufacturers have to pay for their raw cotton,
as well as to those which they get for their finished goods?.

1 This plan seems to evade the objections to sliding scales urged
by Mr Crompton, fndustrial Conciliation, p. 88, ‘
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§ 4. There is great difficulty in obtaining the.facts on which
‘the decisions of a trade dispute should depend ; it is often diffi-
cult for working men even to ascertain the real price at which
the produce of their labour is being sold. One of the advantages
of boards of conciliation is that in them trusted representatives
of the working men may learn from their employers, in some
cases perhaps under the seal of confidence, so much of the
actual condition of the trade as may enable them to enter into
the difficulties of the employers; to yield when the necessities
of the case require it, and to stand firmly when they can prove
that the employers’ case, on the employers’ own shewing, is not
a strong one. And meanwhile employers and employed are
brought nearér to one another not only by the general influ-
ences of social intercourse, but by learning that one another’s
motives are not so bad as they appear to be when looked
at from a distance through the distorting atmosphere of indus-
trial conflict.

But there is another, and a more thorough means by which a
class of working men can get ta understand the hidden work-
ings of the trade in which they are engaged. They can start
an establishment with their own capital; and by having com-

plete control over it, receiving its profits and bearing its losses,

they can get access to nearly all the mysteries of the trade.
The knowledge thus obtained enables them to tell better than
they could by any other means when a rise in wages would
so disturb trade as to do more harm than good, and when it
may “fairly” be demanded ; when a proposal to lower wages
is not really called for by the circumstances of the trade, and
should be resisted as “unjust.” In this and many other ways,

the allied movements of the extension of economic knowledge -

and the improvement of industrial morality will be much pro-
moted by co-operative production.



CHAPTER IX.
CO-OPERATION.

§ 1. THE ideal which the founders of the Co-operative move-
ment had before them, was that of regenerating the world by
restraining the cruel force of competition, and substituting for it
brotherly trust and association. They saw that under the sway
of competition much of men’s energy is wasted in the endeavour
to overreach one another. They saw the seller, whether of
commodities or labour, striving to give as little, and that of as
poor a quality as he could. And they saw the buyer always
trying to take advantage of the seller’s necessity, and thus
forcing the seller, and especially the seller of labour, to struggle
against a reduction of price, even when, if the buyer were more
open with him, he might see that the reduction was necessary.
The “ Co-operative Faith” is rather felt than clearly expressed,
but it is earnestly held by shrewd practical men. It is that
these evils can be in a great measure removed by that spirit
of brotherly trust and openness, which, though undeveloped, is
yet latent in man’s nature. It looks forward to a time when
man shall have so far progressed, that there shall be no needless
secrecy in business, and each one shall think of promoting the
general well-being as much as of protecting his own interests.

Thus its ultimate aim has a resemblance to that which
prevailed in the early Christian Church, and which led then
to a community of goods. Co-operation is divided from most
modern socialistic schemes by advocating no disturbance of pri-
vate property, by insisting on self-help, and by abhorring state-
help and all unnecessary interference with individual freedom.
But in other respects co-operation has much sympathy with,
and has learnt much from the enthusiasts of socialism. In fact
the greatest of English socialists, Robert Owen, was the founder
of co-operation ; and many of the most earnest co-operators can
trace their faith to him. The extravagance of some of his
opinions wrecked his best enterprises. But his unbounded
belief in the latent goodness of human nature and in the possi-
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bility of forming noble characters, his' earnest desire to bring
out whatever power of right action men have by trusting them
and appealing to their reason, his carelessness about his own
interests, the unrivalled business genius and insight by which he
acquired vast gains, and the generosity with which he shared
them with his operatives, and otherwise devoted them to his
great social aims—all these traits had a great fascination for
many of those working men of the generation now passin% away
who have exercised the profoundest influence over others?.

The work which co-operators have set themselves to do for
the present, may be classed under three heads. They attempt
to remove or diminish the secrecies and discords that exist,
firstly between employers and employed (or, as is inaccurately
said, between capital and labour), secondly between retail dealers
and private customers, and thirdly between retail and wholesale
dealers and producers. While pursuing these ends, they aim at
enabling working men to employ their own capital in trade and
manufacture, and to save out of the profits “joint capital by
joint action for joint purposes?.”

§ 22 Mr Babbage was the first who clearly explained how
industrial co-operation would diminish discord and bring out the
energy and zeal of the workers3, One of the forms of co-
operation which he advocated was /ndustrial Partnership. In
this system the organizing and managing power remains in the
hands of the employers, who provide the greater part of the
capital required ; but the wages of the employés depend
in some measure upon the profits of the business. The
system under which each of the clerks at Mr Smith’s bookstalls
receives a percentage on all that he sells, but has no direct
gecuniary interest in the general success of the concern, has

een quoted as an instance of Industrial Partnership: it is
really a case of paying wages by piece-work: but it is very
important to notice that there is an element of co-operation in
this and every other plan for paying wages by piece-work. The
system of Industrial Partnership is well illustrated in Mr
Leclaire’s house painting establishment in Paris. “ Besides
himself there are two other partnersin the concern—a Mr

1 Karl Marx, who thinks co-operation too mild a remedy for the
diseases which affect society, is proud to point out how the great Socialist
invented and put into working the limitation of the hours of factory
labour, the sending to school of factory children, and the system of
co-operation ; how all these notions orfyhis were called Utopian and
Communistic, and laughed to scorn by almost all respectable people ;
and how respectable these notions have since become (Das Kapital, p.

277)- .
3 Professor Stuart’s dddress-to the Co-operative Congress, 1879.
3 Economy of Manufactures, ch. XXvi. .
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Problems. By the Rev. H. G. DAy, M.A. Crown 8vo.
3. 6d.

DODGBON—EUCLID AND HIS MODERN RIVALS. By
the Rev. C.!L. DoDGSON, M.A., Mathematical Lecturer,
Christ Church, Oxford, Crown 8vo. 7. 6d.

DREW—GEOMETRICAL TREATISE ON CONIC SEC--

TI0NS. By W. H. Drew, M.A., St. John's College,
Cambridge, New Edition, enlarged. Crown 8vo. 5s.

SOLUTIONS TO THE PROBLEMS IN DREW'S
CONIC SECTIONS. Crown 8vo. 4s. 6d.

EDGAR {J. H.) and PRITCHARD (G. 8.)—NO7ZE-BOOK
ON PRACTICAL SOLID OR DESCRIPTIVE GEO-
METRY. Containing Problems with help for Solutions. By
J. H. EpGAR, M. A.,, Lecturer on Mechanical Drawing at the
Royal School of Mines, and G. S. PRITCHAED, New Edition,
revised and enlarged. Globe 8vo. 3:.

FERRERS—Works by the Rev, N M. FERRERS M.A,, Fellow
and Tutor of Gonville and Caius College, Cembndge

AN ELEMENTARY TREATISE ON TRILINEAR
CO-ORDINATES, the Method of Reciprocal Polars, and
the Theory of Projectors. New Edition, revised, Crown 8vo.
6s. 64.

AN ELEMENTARY TREAIISE ON SPHERICAL
HARMONICS, AND SUBFECTS CONNECTED WITH
THEM. Crown 8vo, 7s. 64,

PROST—Works by PERCIVAL FROST, M. A., formerly Fellow
of St, John’s College, Cambridge ; Mathematical Lecturer of
King’s College,

AN ELEMENTARY TREAIISE ON CURVE TRA-
CING, By PErCIVAL FrosT, M.A, 8vo. 12,

SOLID GEOMETRY. A New Edition, revised and
of the Treatise by FROST and WOLSTENHOLME. In 2 Vols.
Vol. I. 8vo. 16s.
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GODFRAY—Worksby HUGH GODFRAY, M.A,, Mathematical
Lecturer at Pembroke College, Cambridge, . *
A TREATISE ON ASTRONOMY, for the Use of Colleges
and Schools, New Edition. 8vo. 125 62
AN ELEMENTARY TREATISE ON THE LUNAR
THEORY, with a Brief Sketch of the Problem up to the time
of Newton. Second Edition, revised. Crown 8vo. 5s. 64,

HEMMING—AN ELEMENTARY TREATISE ON THE
DIFFERENTIAL AND INTEGRAL CALCULUS, for
the Use of Colleges and Schools. By G. W. HEMMING, M.A.,
Fellow of St. John’s College, Cambridge. Second Edition,
with Corrections and Additions, 8vo. 9s.

JACKSON — GEOMETRICAL CONIC SECTIONS. An
Elementary Treatise in which the Conic Sections are defined
as the Plane Sections of a Cone, and treated by the Method
of Projection. By J. STUART JACKsON, M.A., late Fellow of
Gonville and Caius College, Cambridge. Crown 8vo. 4. 6d.

JELLET (JOHN H.)—4 7REATISE ON THE THEORY
OF FRICTION. By JonN H. JELLET, B.D., Senior Fellow
of Trinity College, Dublin; President of the Royal Irish
Academy. 8vo. 8. 64,

JONES and OHEYNE—ALGEBRAICAL EXERCISES.
Progressively Arranged. By the Rev. C. A, Jongs, M.A., and
C. H, CHEYNE, M.A,, F.R.A.S., Mathematical Masters of
Westminster School. New Edition, 18mo. 2s, 6a.

EKELLAND and TAIT—/N7RODUCTION TO QUATER-
NIONS, with numerous examples, By P, KELLAND, M.A.,
F.R.S.; and P. G. TArT, M. A., Professors in the department
of Mathematics in the University of Edinburgh. Crown 8vo.
s, 6d.

KITCHENBR—A GEOMETRICAL NOTE-BOOK, containing
Easy Problems in Geometrical Drawing preparatory' to the
Study of Geometry. For the use of Schools. By F. E.
KITCHENER, M.A,, Mathemathical Master at Rugby, New
Edition, 4to. 2s.

b
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MAULT--NATURAL GEOMETRY: an Introduction to the
Logical Study of Mathematics. For Schools and Technical
Classes. With Explanatory Models, based upon the Tachy-
metrical Works of Ed. Lagout. By A. MAULT. 18mo. 1Is.

Models to Illustrate the above, in Box, 12s. 64.

MERRIMAN — ELEMENTS OF THE METHOD OF
LEAST SQUARES. By MANSFIELD MERRIMAN, Ph.D.
Professor of Civic and Mechanical Engineering, Lehigh Uni-
versity, Bethlehem, Penn, Crown 8vo. 7s. 6d.

MILLAR—ELEMENTS OF DESCRIPTIVE GEOMETRY.
By J. B. MILLAR, C.E., Assistant Lecturer in Engineering in
Owens College, Manchester. Crown 8vo. 6s.

MORGAN — 4 COLLECTION OF PROBLEMS AND
EXAMPLES IN MATHEMATICS. With Answers,
By H. A. Morgan, M.A,, Sadlerian and Mathematical
Lecturer of Jesus College, Cambridge. Crown 8vo, 6s. 64,

MUIR—DETERMINANTS, By THos, MuirR, Crown 8vo,
[in preparation.
NEWTON’S PRINCIPIA. Edited by Prof. Sir W, THOMSON
and Professor BLACKBURN, 4to. cloth. 31s. 64,

THE FIRST THREE SECTIONS OF NEWION'S
PRINCIPIA, With Notes and Illustrations., Also a col-
lection of Problems, principally intended as Examples of
Newton’s Methods. By PErcIivAL Frost, M.A. Third
Edition, 8vo. 12s.

PARKINSON—Works by S. PARKINSON, D.D, F.R.S.,
Tutor and Preelector of St. John’s College, Cambridge.
AN ELEMENTARY TREATISE ON MECHANICS.
For the Use of the Junior Classes at the University and the
Higher Classes in Schools. With a Collection of Examples.
New Edition, revised. Crown 8vo. cloth, g, 64,

A TREATISE ON OPTICS. New Edition, revised and
enlarged. Crown 8vo. cloth. 105, 64.

PBDLEW-EXERCISES IN ARITHMETIC. ByS.Prorev.
[in prepavation.
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PHEBAR—ELEMENTARY HYDROSTATICS. With Nu.
merous Examples. By J. B. PHEAR, M.A., Fellow and late
Assistant Tutor of Clare College, Cambridge. New Edition.
Crown 8vo. cloth. 5s. 64,

PIRIE—LESSONS ON RIGID DYNAMICS. By the Rev,
G. PIRIE, M.A., late Fellow and Tutor of Queen’s College,
Cambridge ; Professor of Mathematics in the University of
Aberdeen, Crown 8vo. 6.

PUCKLE —AN ELEMENTARY TREATISE ON CONIC
SECTIONS AND ALGEBRAIC GEOMETRY, With
Numerous Examples and Hints for their Solution; especially
designed for the Use of Beginners. By G. H. PuckiE, M.A,
New Edition, revised and enlarged, Crown 8vo. 7s. 64,

RAWLINSON—ELEMENTARY STATICS, by the Rev,
GEORGE RAWLINSON, M.A. Edited by the Rev. EDWARD
STURGES, M.A. Crown 8vo. ¢s. 64,

RAYLEIGH—7HE THEORY OF SOUND. By Lorp
RAYLEIGH, M. A, F.R.S,, formerly Fellow of Trinity College,
Cambridge. 8vo. Vol I. 12s. 64, Vol. II, 125 64

[Vol. 111, in the press,

REYNOLDS—MODERN METHODS IN ELEMENTARY
GEOMETRY. By E. M. REYNoLDS, M.A., Mathematical
Master in Clifton College. Crown 8vo, 3s. 64.

ROUTH—Works by EDWARD JOHN ROUTH, M.A,, F.RS,,
late Fellow and Assistant Tutor of St. Peter’s College, Cam-
bridge ; Examiner in the University of London.

AN ELEMENTARY TREATISE ON THE DYNAMICS
OF THE SYSTEM OF RIGID BODIES. With numerous
Examples, Third and enlarged Edition. 8vo. 21s,

STABILITY OF A GIVEN STATE OF MOTION,
PARTICULARLY STEADY MOTION. Adams’ Prize
Essay for 1877. 8vo. 8 6d.

' b2
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SMITH—Works by the Rev. BARNARD SMITH, M.A.,
Rector of Glaston, Rutland, late Fellow and Senior Bursar
of St. Peter’s College, Cambridge.

ARITHMETIC AND ALGEBRA, in their Principles and
Application ; with numerous systematically arranged Examples
taken from the Cambridge Examination Papers, with especial
reference to the Ordinary Examination for the B.A., Degree,
New Edition, carefully revised. Crown 8vo, 10s, 64,

ARITHMETIC FOR SCHOOLS. New Edition. Crown
8vo. 4s. 64.

A KEY T0 THE ARITHMETIC FOR SCHOOLS,
New Edition. Crown 8vo. 8s. 64,

EXERCISES IN ARITHMETIC, Crown 8vo. limp cloth.
23, With Answers, 2s. 62.

Or sold separately, Part I. 1s, ; Part IL 1s, ; Answers, 64,

SCHOOL CLASS-BOOK OF ARITHMETIC, 18mo,
cloth, 3.

Or sold separately, in Three Parts, 1s. each.

KEYS TO SCHOOL CLASS-BOOK OF ARITHMETIC,
Parts 1., II., and IIL,, 2s. 64. each.

SHILLING BOOK OF ARITHMETIC FORNATIONAL
AND ELEMENTARY SCHOOLS. 18mo. cloth, Or
separately, Part I. 24, ; Part IL. 3d4. ; Part III, 74, Answers,
6d.

THE SAME, with Answers complete, 18mo, cloth. 1s, 64

KEY 7TO0 SHILLING BOOK OF ARITHMETIC,
18mo. 45, 64.

EXAMINATION PAPERS IN ARITHMETIC. 18mo.
15. 6d. The same, with Answers, 18mo. 25, Answers, 64,

KEY TO0 EXAMINATION PAPERS IN ARITH.
METIC. 18mo. 4. 64,
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SMITHE Continued—

THE METRIC SYSTEM OF ARITHMETIC, 178
PRINCIPLES AND APPLICATIONS, with numerous
Examples, written expressly for Standard V. in National
Schools. New Edition. 18mo. cloth, sewed. 3d. '
A CHART OF THE METRIC SYSTEM, on a Sheet,
size 42 in. by 34 in. on Roller, mounted and varnished, price
3. 64. New Edition,

Also a Small Chart on a Card, price 14.

EASY LESSONS IN ARITHMETIC, combining Exercises
in Reading, Writing, Spelling, and Dictation, Part I. for
Standard L in National Schools. Crown 8vo. 9d.

EXAMINATION CARDS IN ARITHMETIC. (Dedi-
cated to Lord Sandon.) With Answers and Hints,

Standards I, and II, in box, 1s. Standards IIL, IV.and V.,
in boxes, Is. each. Standard VI, in Two Parts, in boxes,
1s. each.

A and B papers, of nearly the same difficulty, are given so as to
prevent copying, and the Colours of the A and B papers differ in
each Standard, and from those of every other Standard, so that a
master or mistress can see at a glance whether the children have the

proper papers.

SNOWBALL — 7HE ELEMENTS OF PLANE AND
SPHERICAL TRIGONOMETRY ; with the Construction
and Use of Tables of Logarithms, By J. C. SNOWBALL, M. A.
New Edition, Crown 8vo. 7s. 64.

SYLLABUS OF PLANE GEOMETRY (corresponding to
Euclid, Books I.—VI,). Prepared by the Association for the
Improvement of Geometrical Teaching, New Edition. Crown
8vo. 1s.

TAIT and STEELE—A 7REATISE ON DYNAMICS OF
A FPARTICLE. With numerous Examples, By Professor
TAIT and MR, STEELE. Fourth Edition, revised. Crown 8vo.
125,
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TEBAY —ELEMENTARY MENSURATION FOR
SCHOOLS. With numerous Examples, By SEPTIMUS
TeBAY, B.A,, Head Master of Queen Elizabeth’s Grammar
School, Rivington, Extra fcap. 8vo. 3s. 64,

TODHUNTER—Works by I. TODHUNTER, M.A., F.R.S., of
St. John’s College, Cambridge.

““Mr. Todhunter is chiefly & d of Math ics as the
author of a series of admirable muhemauea.l text-books, whch possess
therare qualities of being clear in style and lbsolntelyﬁ'ee mistakes,
typogn&nal or other,”—=SATURDAY ReviEW.

THE ELEMENTS OF EUCLID. For the Use of Colleges
and Schools, New Edition. 18mo. 3¢ 64,

MENSURATION FOR BEGINNERS. With numerous
Examples, New Edition. 18mo. 2s. 64.

ALGEBRA FOR BEGINNEkS. With numerous Examples.
New Edition. 18mo. 2s, 6d.

KEY TO ALGEBRA FOR BEGINNERS. Crown 8vo.
6s. 64.
TRIGONOMETRY FOR BEGINNERS. With numerous
Examples, New Edition. 18mo. 2s5. 64,
KEY TO TRIGONOMETRY FOR BEGINNERS.
Crown 8vo. 8. 64, .
MECHANICS FOR BEGINNERS. With numerous
Examples, New Edition. 18mo. 4s. 64,

L
KEY TO MECHANICS FOR BEGINNERS. Crown
8vo. 6s. 64.
ALGEBRA. For the Use of Colleges and Schools. New
Edition, Crown 8vo. %s. 64,

KEY TO ALGEBRA FOR THE USE OF COLLEGES
AND SCHOOLS. Crown 8vo. 10s 64.

AN ELEMENTARY TREATISE ON THE THEORY
OF EQUATIONS. New Edition, revised. Crown 8vo.
7s. 6d.




MATHEMATICS, Y * 1

TODHEUNTER Continsued—
PLANE TRIGONOMETRY. For Schools and Colleges.
New Edition.. Crown 8vo. 5s.

KEY 70 PLANE TRIGONOMETRY. Crown 8vo.
10s. 64,

A TREATISE ON SPHERICAL TRIGONOMETRY.,
New Edition, enlarged. Crown 8vo. 4s. 64,

PLANE CO-ORDINATE GEOMETRY, as applied to the
Straight Line and the Conic Sections. With numerous
Examples. New Edition, revised and enlarged. Crown 8vo.
7s. 6d,

A TREATISE ON THE DIFFERENTIAL CALCULUS.
With numerous Examples, New Edition. Crown 8vo.
105, 6d.

A TREATISE ON THE INTEGRAL CALCULUS AND
178 APPLICATIONS. With numerous Examples, New
Edition, revised and enlarged. Crown 8vo. 10, 64.

EXAMPLES OF ANALYTICAL GEOMETRY OF
THREE DIMENSIONS. New Edition, revised. Crown
8vo. 4.

A TREATISE OM ANALYTICAL STATICS. With
numerous Examples, New Edition, revised and enlarged.
Crown 8vo. 10s, 64,

A HISTORY OF THE MATHEMATICAL THEORY
OF PROBABILITY, from the time of Pascal to that of
Laplace, 8vo. 18s.

RESEARCHES IN THE CALCULUS OF VARIA-
TI0NS, principally on the Theory of Discontinuous Solutions :
an Essay to which the Adams Prize was awarded in the
University of Cambridge in 1871. 8vo, 6s.
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SCIENCE PRIMERS Continucd—-
ASTRONOMY — By J. NorMAN Lockver, F.R.S. With
numerous Illustrations. New Edition. 18mo. 1s.

¢¢This is altogether one of the mest likely attempts we have ever seen to
bring astronomy down to the capacity of the young child.”—Scuoon
BoArD CHRONICLE,

BOTANY—By Sir J. D. Hooker, K.C.S.I., C.B., President
of the Royal Society With numerous Illustrations. New

Edition. 18mo, 1s.

““To teachers the Primer will be of inestimable value, and not enly
b of the of the 1 and the clearness with which the

subject matter is treated' butalso on account of its coming from the highest
auth ty, and 30 furmsinng posmve information as to the most suitable
ds of of botany.”—NATURR.

LOGIC—By Professor STANLEY JEVONS, F.R.S. New Edition,

18mo. 1s.
to“h \pp to us admirably adapted to serve both as a.:n:inhodnm
scientific rmonmg a guide to sound judgmut reasoning
in the ordinary affairs of lxﬁa." —ACADEMY.

POLITICAL ECONOMY—By “Professor STANLEY JEVONS,
F.R.S. 18mo. 1s,
* Unquestionably in every respect an admirable primer.”’—Scmoot
BoArD CHRONICLE.
In preparation '—

INTRODUCTORY. By Professor HuxLey. &oc. &c.

ELEMENTARY CLASS-BOOKS.

ASTRONOMY, by the Astronomer Royal.
POPULAR ASTRONOMY., With Illustrations, By Sir
G. B. Ay, K.C.B,, Astronomer Royal. New Edition,
18mo. 4s. 64.

ASTRONOMY. .
ELEMENTARY LESSONS IN ASTRONOMY. With
Coloured Diagram of the Spectra of the Sunm, Stars, and
Nebule, and numerous Illustrations. By J. NORMAN LOCKYER,
F.R.S. New Edition. Fecap. 8vo. §s. 6d.

“Full, dw,mnd. and worthy of attention, not only as a popular
but as ifie ¢ lndhe,x.' "—ATHENESUM. v
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BELEMENTARY OLASS-BOOKS Continsed—
QUESTIONS ON LOCKYERS ELEMENTARY LES-
SONS IN ASTRONOMY. For the Use of Schools. By
- JoHN FORBES-ROBERTSON. 18mo, cloth limp. 1s. 64,

PHYSIOLOGY.
LESSONS IN ELEMENTARY PHYSIOLOGY. With
numerous Illustrations.” By T. H. HuxLEy, F.R.S,, Professor
of Natural History in the Royal School of Mines. New
Edition. Fcap. 8vo. 4s. 64.
Pm gold thmghout."—(‘iu.\mmn

and most ean ete elemen treatise
on dns subject that we inanyl ESTMINSTER 1EW,

J

QUESTIONS ON I!UXLEY’S PHYSIOLOGY FOR
SCHOOLS. By T. ALcock, M.D. 18mo. 1s. 64,

BOTANY.
LESSONS IN ELEMENTARY BOTANY. By D.
OLiver, F.R.S., F.L.S., Professor of Botany in University
College, London. With nearly Two Hundred Illustrations
New Edition, Fcap. 8vo. 4s. 64.

CHEMISTRY.
LESSONS IN ELEMENTARY CHEMISTRY, IN-
ORGANIC AND ORGANIC. By Henry E. ROSCOE,
F.R.S., Professor of Chemistry in Owens College, Manchester.
‘With numerous Illustrations and Chromo-Litho of the Solar
Spectrum, and of the Alkalies and Alkaline Earths. New
Edition, Fcap, 8vo, 4. 64,

“Asnshndndmen! text-book it deserves to take a leading place.”—
SPECTATOR.

“Weunhesi ly pronounce it the best of all our elemen treatises
on Chemistry,”—MEDICAL Times, i

A SERIES OF CHEMICAL PROBLEMS, prepared with
Special Reference to the above, by T. E. Thorpe, Ph.D.,
Professor of Chemistry in the Yorkshire College of Science,
Leeds, Adapted for the preparation of Students for the
Government, Science, and Society of Arts Examinations, With
a Preface by Professor Roscok. Fifth Edition, with Key,
18mo. 2s.



28 MACMILLAN'S EDUCATIONAL CATALOGUE.

ELEMBNTARY CLASS-BOOKS Confinsued—

POLITICAL EOCONOMY.
POLITICAL ECONOMY FOR BEGINNERS. By
MILLICENT G. FAWCETT. NewEdiﬁon. 18mo. 2s. 6d.

¢ Clear, and ive.,”—DAILy NEWS.
«¢The relations of mpml n.nd labour have never been more simply or
more clearly expounded.”—CONTEMPORARY REVIEW.

LOGIC.
ELEMENTARY LESSONS IN LOGIC ; Deductive and
Inductive, with copious Questions and Examples, and a
Vocabulary of Logical Terms, By W. STANLEY JEVONS, M. A,
Professor of Political Economy in University College, London.
New Edition. Fcap. 8vo. 3. 64.
¢ Nothing can be bettet for & school- book."—Gm\xmAu
“A 1 alike simp g, and " —ATHENAZUM.
PHYSICS.
LESSONS IN ELEMENTARY PHYSICS. By BALFOUR
STEWART, F.R.S., Professor of Natural Philosophy in Owens
College, Manchester. With numerous Illustrations and Chromo-
litho of the Spectra of the Sun, Stars, and Nebulee. New
Edition. Fcap. 8vo. 4. 64,

¢¢The beau-ideal of a scientific text-book, clear, accurate, and thorough.”
—EpucaTioNAL TiMes,

PRACTICAL CHEMISTRY,
THE OWENS COLLEGE SFUNIOR COURSE OF
PRACTICAL CHEMISTRY. By FrANCIS JoNEs, Chemical
Master in the Grammar School, Manchester, With Preface by
Professor RosCOE, and Illustrations, New Edition. 18mo.
2s. 6d.

CHEMISTRY.
QUESTIONS AND EXERCISES IN CHEMISTRY.
By FraNcIs Jones, Chemical Master in the Grammar School,

Manchester, [Zn preparation.
ANATOMY.

LESSONS IN ELEMENTARY ANATOMY. By ST.

GEORGE M1VART, F.R.S., Lecturer in Comparative Anatomy

at St. Mary's Hospital, With upwards of 400 Illustrations.

Fcap. 8vo. 6s. 64.

“Itmay be questioned wlmhu any other work on anatemy contaias in
like pass 50 prop great a mass of information.”—LANCET.

** The werk is excellent, and should be in the hands of every student of
buman anatomy,”—MgpicAt TiMEs.
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ELEMENTARY CLASS-BOOKS Conmfinued—

MECHANICS,
AN ELEMENTARY TREATISE. By A. B. W.
KENNEDY, C.E., Professor of Applied Mechanics in University
College, London. With Illustrations, [{n preparation.,

STEAM. :
AN ELEMENTARY TREATISE. By JOHN PERRY,
Professor of Engineering, Imperial College of Engineering,
Yedo. With numerous Woodcuts and Numerical Examples
and Exercises. I8mo. 4s. 6d.

“ The young engineer and those seeking for a cemprehensive knowl
of the use, power, and economy of steam, could not have a more ul
work, as it is very intelligible, well nged, and p 1 throughout,”—
IRONMONGER.

PHYSICAL GEOGRAPHY. '
ELEMENTARY LESSONS IN PHYSICAL GEO-
GRAPHY. By A. GeIkig, F.R.S., Murchison Professor
of Geology, &c., Edinburgh, With numerous Illustrations.
Fcap. 8vo. 4s. 6d.
QUESTIONS ON THE SAME. 1s, 6a.

GEOGRAPHY.

CLASS-BOOK OF GEOGRAPHY. By C. B.CLARKE, M.A,,
F.R.G.S. Fcap. 8vo. New Edition, with Eighteen Coloured

Maps. 3s.

NATURAL PHILOSOPHY.
" NATURAL PHILOSOPHY FOR BEGINNERS. By
1. TopHUNTER, M.A., F.R.S. Part 1. The Properties of
Solid and Fluid Bodies, 18mo., 3. 64,
Part I1. Sound, Light, and Heat. 18mo. 3s. 64,

SOUND.
AN ELEMENTARY TREATISE. By W. H. STONE,
M.B., F.R.S. With Illustrations. 18mo. [Zmmediately.
PSYCHOLOGY.

ELEMENTARY LESSONS IN PSYCHOLOGY. ByG.
CrooM ROBERTSON, Professor of Mental Philosophy, &ec.,
University College, London. [ 29 preparation.

Others in Preparation,



30 MACMILLAN’S EDUCATIONAL CATALOGUE.

‘MANUALS FOR STUDENTS.

'

Crown 8vo.

DYER AND VINES—7HE STRUCTURE OF PLANTS. By
Professor THISELTON DYER, F.R.S., assisted by SYDNEY
Vinges, B.Sc., Fellow and Lecturer of Christ's College,
Cambridge. With numerous Illustrations. [/ preparation.

PAWCETT —A MANUAL OF POLITICAL ECONOMY.
By Professor FAWCETT, M.P. New Edition, revised and

enlarged. Crown 8vo. 12s. 6a.

PLEISCHER— A SYSTEM OF VOLUMETRIC ANALY-
SZS. Translated, with Notes and Additions, from the second
German Edition, by M. M. PATTISON MUIR, F.R.S.E. With
Tlustrations. Crown 8vo. 7s. 64.

FLOWER (W, B.)—AN INTRODUCTION 70 THE OSTE-
OLOGY OF THE MAMMALIA, Being the substance of
the Course of Lectures delivered at the Royal College of
Surgeons of England in 1870, By Professor W. H. FLowEg,
F.R.S., F.R.C.S. With numerous Illustrations. New Edition,
enlarged. Crown 8vo. 1I0s. 64d.

POSTER and BALFOUR—7HE ELEMENTS OF EMBRYO-
LOGY. By MICHAEL FosTER, M.D., F.R.S,, and F, M,
BALFOUR, M.A, Part I, crown 8vo. 75 64,

POSTER and LANGLBY—A COURSE OF ELEMENTARY
PRACTICAL PHYSIOLOGY. By MICHAEL FosTER,
M.D., F.RS., and J. N, LANGLEY, B.A. New Edition,

Crown 8vo. 6,

HOOKEBR (Dr.)\—7THE STUDEN1'S FLORA OF THE
BRITISH ISLANDS. By Sir J. D, Hookkg, K.C.S.1,
C.B,, F.R.S,, M.D,, D.C.L. New Edition, revised. Globe
8vo. 10s. 64,
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MANUALS FOR STUDENTS Confinued—

BUXLEY—PHYSIOGRAPHY. An Introduction to the Study of
Nature, By Professor Huxrey, F.R.S. With numerous Illus-
trations, and Coloured Plates, New Edition. Crown 8vo. 7s.64.

HUXLEY and MARTIN—A COURSE OF PRACTICAL
INSTRUCTION IN ELEMENTARY BIOLOGY. By
Professor HuxLRY, F.R.S., assisted by H. N, MARTIN, M.B,,
D.Sc. New Edition, revised,. Crown 8vo. 6s.

HUXLEY and PARKER— LZLEMENTARY BIOLOGY.
PART Il, By Professor HuxLEy, F.R.S., assisted by
— PARkER. With Illustrations, [2n preparation.

JBVONS—THE PRINCIPLES OF SCIENCE. A Treatise
on Logic and Scientific Method. By Professor W. STANLEY
JEvons, LL.D., F:R.S. New and Revised Edition. Crown
8vo. 12s. 6d.

OLIVER (Professor)—FI/RST BOOK OF INDIAN BOTANY.
By Professor DANIEL OLIVER, F.R.S., F.L.S., Keeper of
the Herbarium and Library of the Royal Gardens, Kew,
‘With numerous Illustrations, Extra fcap. 8vo. 6s. 64,

PARKER and BETTANY—7HE MORPHOLOGY OF
THE SKULL. By Professor PARKER and G. T. BETTANY,
Illustrated. Crown 8vo. 10s. 64,

TAXIT—AN ELEMENTARY TREATISE ON HEAZ., By

Professor TArT, F.R.S.E. Illustrated. [Zn the press.
THOMSON—Z00LOGY. By Sir C, WyvILLE THOMSON, F.R.S.
Illustrated. [n prepavation.

TYLOR and LANKBSTER — AN7THROPOLOGY. By E. B,
TYLOR, M.A,, F.R.S,, and Professor E. RAY LANKESTER,
M.A,, F.R.S. Illustrated. [Zn preparation,

Other volumes of these Manuals will follow,
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SCIENTIFIC TEXT-BOOKS.

BALL (R. 8., A.M.)—EXPERIMENTAL'MECHANICS. A
Course of Lectures delivered at the Royal College of Science
for Ireland, By R. S. BaLL, A.M., Professor of Applied
Mathematics and Mechanics in the Royal College of Science
for Ireland. Royal 8vo, 16s.

FOBTBR—A TEX7-BOOK OF PHYSIOLOGY. By MICHAEL
FostEr, M.D., F.R.S. With Illustrations, New Edition,
enlarged, with additional Illustrahons. 8vo. 219,

GAMGEE —4 TEXT-BOOK, SYSTEMA TIC AND PRAC-
TICAL, OF THE PHYSIOLOGICAL CHEMISTRY OF
THE ANIMAL BODY. Including The changes which the
Tissues and Fluids undergo in Disease, By A. GAMGEE,
M.D., F.R.S., Professor of Physiology, Owens College,
Ma.nchester 8vo. [Zn the press.

GEGENBAUR—ELEMENTS OF COMPARATIVE ANA-
TOMY. By Professor CARL GEGENBAUR. A Translation by
F. JeFFREY BELL, B.A. Revised with Preface by Professor
E. RAY LANKESTER, F.R.S. With numerous Illustrations.

8vo. 2Is
RLAUSIUS—MECHANICAL THEORY OF HEAT. Trans-
lated by WALTER K. BROWNE. 8vo, [ 7 the press.

NBWOOM#—POPULAR ASTRONOMY. By S. NEWCOMB,
LL.D., Professor U.S. Naval Observatory. With 112 Illus-
trations and 5 Maps of the Stars. 8vo. 18s.

¢* It is unlike anything else of its kind, and will be of more use in cireula
a knowledge of astronomy than nine-tenths of the books which have lppc:r:s
on the subject of late yea.rs,"—Saturdar Revien.

RBULBAUX — TXHE KINEMATICS OF MACHINERY.
Outlines of a Theory of Machines, By Professor F, ReuLzAUX,
Translated and Edited by Professor A, B, W. KENNEDY,
C.E. With 450 Ilustrations, Medium 8vo. 215,
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SCIENTIFIC TEXT-BOOKS Conlinusd—

ROSCOE and SCHORLEMMER—CHEMISTRY, A Complete
Treatise on. By Professor H. E, Roscox, F.R.S., and Pro-
fessor C, SCHORLEMMER, F.R.S. Medium 8vo, Vol. I.—
The Non-Metallic Elements. With numerous Illustrations, and
Portrait of Dalton. 21s, Vol IL.—Metals, PartI. Illus-

. trated. 18s. [Vel. 11. ——Mdal.r. Part 11, in the press,

sononnnuunn—A MANUAL OF THE CHEMISTRY OF
THE CARBON COMPOUNDS, OR ORGANIC CHE-
MISTRY. By C. ScHORLEMMER, F.R.S., Professor of
Chemistry, Owens €ollege, Manchester. With Illustrations.
8vo. 14, ’

~ NATURE SERIES.

THE SPECTROSCOPE AND FTS APPLICATIONS. By
J. NorMAN LockyEr, F.R.S. With Coloured Plate and
numerous Illustrations. Second Edition. Crown 8vo. 3s. 64.

THE ORIGIN AND METAMORPHOSES OF INSECTS.
By Sir Joun Lussock, M.P., F.R.S,, D.C.L. With nume-
" rous Illustrations, Second Edition. Crown 8vo, 3s. 64. .
THE TRANSIT OF VENUS. By G. ForBes, M.A., Pro-
fessor of Natural Philosophy in the Andersonian University,
Glasgow, Illustrated. Crown 8vo. 3s. 64.
THE COMMON FROG. By ST. GEORGE MivarT, F.R.S.,
Lecturer in Comparative Anatomy at St. Mary’s Hospital.
‘With numerous Illustrations. Crown 8vo. 3s. 6d.

POLARISATION OF LIGHT. By W. SPOTTISWOODE, F.R.S.
With many Illustrations, Second Edition, Crown 8vo.
3s. 6d.

ON BRITISH WILD FLOWERS CONSIDERED IN RE-
' . LATION TO INSECTS. By Sir JonN LuBBOCK, M.P.,
F.R.S. With numerous Illustrations. Second Edition. Crown
8vo. 4s. 64.
THE SCIENCE OF WEIGHING AND MEASURING, AND
. THE STANDARDS OF MEASURE AND WEIGHT.
By H. W. CHisHoLM, Warden of the Standards, With
numerous Illustrations. Crown 8vo. 4s. 6d.

¢
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NATURE SERIES Conftnued—

HOW TO DRAW A STRAIGHT LINE: a Lecture on Link-
ages. By A. B. Kempe. With Illustrations. Crown 8vo. 1s. 6d.

LIGHT: a Series of Simple, éntertaining, and Inexpensive Expe-
riments in the Phenomena of Light, for the Use of Students of
every age. By A. M. MAYER and C. BARNARD, Crown 8vo,

" with numerous Illustrations. 2s. 64.

SOUND : a Series of Simple, Entertaining, and Inexpensive Ex-
periments in the Phenomena of Sound, for the use of Students
ot every age. By A. M. MAYER, Professor of Physics in
the Stevens Institute of Technology, &c. With numerous
Illustrations, Crown 8vo. 3s. 6d. .

Other volumes -to foliow,

EASY LESSONS IN SCIENCE.
HEAT. By Miss C. A. MARTINEAU. Edited by Prof. W. F.

BARRETT. [ the press.
LIGHT. By Mrs. AWDRY. Edited.by Prol. W. F. BARRETT.
[4n the press.

ELECTRICITY. By Prof. W, F. BARRETT. [In preparation.

SCIENCE LECTURES AT SOUTH
KENSINGTON.

VOL. 1, Containing Lectures by Capt. ABNEY, Prof. STOKEs,
Prof. KENNEDY, F. G, BRAMWELL, Prof. G. ForBgs, H.'C.
Sorsy, J. T. BorToMLEY, S. H. VINES, and Prof. CAREY
FosTER. Crown 8vo. 6s.

VOL. 11. Containing Lectures by W. SPOTTISWOODE, P.R.S.,
Prof. Forses, Prof. PIGoT, Prof. BARRETT, Dr. BURDON-
SANDERSON, Dr. LAUDER BRUNTON, F.R.S., Prof. RosCOE,
and others, Crown 8vo. 6s.
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MANCHESTER SCIENCE LECTURES
‘FOR THE PEOPLE.

Eighth Series, 1876-7. Crown 8vo. Illustrated. 6d. each.
WHAT THE EARTH IS COMPOSED OF, By Professor
Roscog, F.R.S.

THE SUCCESSION OF 'LIFE ON THE EARTH., By
Professor WirLiaMsoN, F.R.S. '

WHY THE EARTHS CHEMISTRY IS AS IT IS By
J. N. LockyYegr, F.R.S,

Also complete in One Volume. Crown 8vo. cloth, 2s.

BLANPORD—7HE RUDIMENTS OF PHYSICAL GEO-
GRAPHY FOR THE USE OF INDIAN SCHOOLS; with
a Glossary of Technical Terms employed. By H. F. BLANFORD,
F.R.S. New Edition, with Illustrations, Globe 8vo. 2s. 64.

EVERETT—PHYSICAL UNITS. By Prof. J. D. EVERETT.
Extra fcap, 8vo. {/n the press.
GEIRIE—OUZLINES OF FIELD GEOLOGY. By Prof.
GeIKIE, F.R.S. With Illustrations. Extra fcap. 8vo. 3s.64.
GORDON—AN ELEMENTARY BOOK ON HEAT. By
J. E. H. GorDON, B.A., Gonville and Caius College, Cam-
bridge. Crown 8vo. . 2s
M’KENDRIOR~QUZLINES OF PHYSIOLOGY IN I1$
RELATIONS TO MAN. By ). G. M’KENDRICK, M.D.,
F.R.S.E. With Illustrations. Crown 8vo. 12s. 6d.
MIALY—STUDIES IN COMPARATIVE ANATOMY,
No. I.—The Skull of the Crocodile : a Manual for Students.
By L. C. Mi1aLL, Professor of Biologyin the Yorkshire College
and Curator of the Leeds Museum. 8vo. 2s. 64.
No. IL.—Anatomy of the Indian Elephant. By L. C. MIALL
and F. GREENWOOD. With Illustrations. 8vo. 5s.
MUIR—PRACTICAL CHEMISTRY FOR MEDICAL STU-
DENTS. Specially arranged for the first M.B. Course. By
M. M. PATTISON MUIR, F.R.S.E, Fcap. 8vo. 1s. 6d.
S8HANN—AN ELEMENTARY TREATISE ON HEAT,IN
RELATION T0 STEAM AND THE STEAM-ENGINE.
By G. SHANN, M.A, With Illustrations. Crown 8vo. 4s. 6d.
. c2
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WRIGHT—METALS AND THEIR CHIEF INDUSTRIAL
APPLICATIONS. By C, ALDER WRIGHT, D.Sc., &c.
Lecturer on Chemistry in St. Mary’s Hospital Medical School,
Extra fcap, 8vo. 3s. 64,

HISTORY.

BEESLY—S7ORIES FROM THE HISTORY OF ROME.
By Mrs. BEesLy.. Fcap. 8vo, 25, 6d.

““The attempt appears to us in ev successful. The stories are
interesting in themselves, and are tol m perfect simplicity and good
feeling.””—DaA1LY NEWS. .

FREEMAN (EDWARD A.\—OLD-ENGLISH HISTORY.
By EpwarD A. Freeman, D.C.L., LL.D,, late Fellow of
Trinity College, Oxford. With Five Coloured {Maps. New
Edition, Extra fcap. 8vo. half-bound. 6s.

GREEN—A SHORT HISTORY OF THE ENGLISH
PEOPLE. ByJoHN RICHARD GREEN, M.A., LL.D. With
Coloured Maps, Genealogical Tables, and Chronological

. Annals, Crown 8vo. 8. 64. Sixty-second Thousand.
“‘ Stands alone as the one general history of the country, for the sake
of which all others, if youug and old are wise, will be speedily and surely
set aside,”—AcCADEMY,

GUEST—LECTURES ON THE HISTORY OF ENGLAND.
By M. J. Guest, With Maps., Crown 8vo. 6s. .

HISTORICAL COURSH FOR SOHOOLS—Edited by
EDWARD' A, FrREEMAN,.D,C.L., late Fellow of Trinity
College, Oxford.

1. GENERAL SKETCII OF EUROPEAN HISTORY.
Ry Epwarp A. FReEMAN, D.C.L. New Edition, revised
and enlarged, with chronologlcal Table, Maps, and Index.

18mo. cloth. 3s. 64,

*“ It supplies the great want of a ood foundauon for hntonul teaching.
The scheme is an excellent one, and this instalment has been execuked n
a way that promises much for the volames that are yet to appear, "—
EpucaTionaL Timus, |
I1. HZISTORY, OF ENGLAND. By Epita THOMPSON,

New Edition, revised and enlarged, with’ Maps. 18mo. 25 6d.
III. HISTORY OF SCOTLAND, By MARGARET
MACARTHUR., New I:ditic n. 18mo. 2.

*“An 1l hable as to facts, and putting thea
in the clearcst and most napm—ml light attainable.”—=GyAkDIAN,
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HISTORICAL COURSE FOR SCHOOLS Conlinucd—
AV HISTORY OF ITALY. By the Rev. W, HUNT, M. A,
18mo. 3s.

*“It possesses the same solid merit as its predecessors . .. . the same
scrupulous care about fidelity in details. . . . Itis distinguished, too, by
information on art, architecture, and social politics, in wi:'ilch the writer’s
;Eusp is seen by the firmness and clearness of his touch”—EpucATiONAL

MES. :

V. HISTORY OF GERMANY. By J. SiMg, M.A,
18mo. 3.

““A remm'kabl{ clear’and imrressive history of Germany. Its great
events are wisely kept as central figures, and the smaller events are care-
fully kept, not only subordinate and subservient, but most skilfully woven
into the texture of the historical tapestry presented to the eye.”—
STANDARD,

V1. HISTORY OF AMERICA. By JoHN A, DOYLE,
With Maps. 18mo, 4s. 6a.
“ Mr. Doyle has performed his task with admirable care, fulness, and
. clearness, and for the first time we have for schools an accurate and inter-
esting history of America, from the earliest to the present time.”—
STANDARD.
EUROPEAN COLONIES. ByE. J. PAYNg, M.A. With
Maps. 18mo. 4s.64. -

“We have seldom met with an histpri_'n:n gapub}e of forming a more

comprehensive, f: ing, of events and

an: 7
peoples, ‘and we ¢an commend this little work as_one certain to prove of
the highest interest to all thoughtful readers.’’—T1mxs.

FRANCE, By CHARLOTTE M. YONGE.- With Maps. 18mo.
3s. 64. . ,
GREECE. - By EDWARD A. FReemaN, D.C.L, '

[Zn preparation.
ROME. ByLEpwarp A, FrerymaN, D.C.L. [Zr preparation.

HISTORY Pnlmnn‘s——Edited by jdﬁu RICHARD GREEN,
Author of “¢‘ A-Short History of the English People,”

ROME. By the Rev. M. CREIGHTON, M.A., late Fellow
and Tutor of Merton College, Oxford. With Eleven Maps.
18mo. Is.

““THe author has been curiously successful in te'!lingc in an intelli.

ent way the story of Rome from first to last.”—ScHooL Boarp
NICLE.

GREECE. ByC. A. FYFrE, M.A,, Fellow and late Tutor
of University College, Oxford. With Five Maps. 18mo. Is.

“We give pur unqualified praise, to this litde manyal”+Scxoor-
MASTER, .
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HISTORY PRIMERS Conlinued— .

EUROPEAN HISTORY. By E. A, Freemay, D.C.L.,
LL.D. With Maps. 18mo. 1Is.

“The work is always clear, and forms a lumi key to Europ
history.”~ScHooL BOARD CHRONICLE.

GREEK AN?IQUITIES. Bythe Rev. J. P. MAHAFFY,
M.A. Illustrated. 18mo. 1Is.

¢ All that is necessary for _the scholar to know is told 50 compactly yet
so fully, and in a style so interesting, that it is impossjble for even the
dullest boy to look on this little work in the same light as he regards his .
other school books. "—ScHOOLMASTER.

CLASSICAL GEOGRAPHY. By H. F. TozEr, M.A.

18mo. Is.

‘¢ Another valuable aid to the study of the ancient world. . . . It
contains an enormous quantity of information packed into a small lf-ce,
oHNM

2,

a;snd at the same time communicated in a very readable shape.”—.
ULL.
GEOGRAPHY. By GEoRrGE GROVE, D.C.L. With Maps.
18mo. Is.

¢ A model of what such a work should be . . . . we know of no short
treatise better suited to infuse life and spirit into the dull lists of proper
names of which our ordinary class-books so often almost exclusively
consist, "—T1MEs. . .
ROMAN ANTIQUITIES. By Professor WILKINS, Illus-
trated. 18mo.. 1s, S

“ A litle book that thzows a_blaze of light oa Roman Histery, and
is, moreover, intensely interesting.’’—Sckool Board Chronicle.

FRANCE., By CHARLOTTE M. YONGE. 18mo. Is.

.l

In preparation :— L
ENGLAND. By]J. R. GREEN, M.A,

MICHELEBT—A SUMMARY OF. MODERN HISTORY.
Translated from the French of M. MICHELET, and continued
to the Present Time, by M. C. M. SiMPsoN. Globe 8vo.
4s. 6d.

OTTE—SCANDINAVIAN HISTORY. By E. C. Otrrk.
With Maps. Globe 8vo. 6s.

PAULI—PICTURES OF OLD ENGLAND. By Dr. R.
PavLi. Translated with the sehction of the Author by
E, C. Orrt. " Cheaper Edition. Crown 8vo. 6s.
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TAYT—ANALYSIS OF ENGLISH HISTORY, based on
. Green’s “ Short History of the English People.,” By C. W, A,
TalT, M.A,, Assistant Master, Clifton College, Crown 8vo,

3. 6d.

WHEELER—A HISTORY OF INDIA. By ]. TALBoYs
WHEELER. Crown 8vo. [4n the press.

YONGE (CHARLOTTE M.)—A4 PARALLEL HISTORY OF

FRANCE AND ENGLAND : consisting of Outlines and

. Dates. By CHARLOTTE M. YONGE, Author of *The Heir
of Redclyffe,” &c., &c. Oblong 4to. 3s. 6d.

CAMEOQOS - FROM ENGLISH HISTORY. — FROM
ROLLO TO EDWARD II. By the Author of *The Heir
of Redclyflfe.” Extra fcap. 8vo. New Edition. 3s.

A SECOND SERIES OF CAMEOS FROM ENGLISH
HISTORY—THE WARS IN FRANCE. New Edition,
Extra fcap. 8vo. 5s.

‘A THIRD SERIES OF CAMEOS FROM ENGLISH
HISTORY—THE WARS OF THE ROSES. New Edition.
Extra fcap. 8vo. §s.

A FOURTH SERIES. [n the press.

EUROPEAN HIS 7 ORY. |Narrated in a Series of
Historical Selections from the Best Authorities, Edited and
arranged by E. M. SEWELL and C. M. YONGE. First Series,
1003—1154. ‘Third Edition, Crown 8vo. 6s. Second
Series, 1088—1228, New Edition, Crown 8ve. 6s.

DIVINITY.

*e" For other Works by these Authors, éece THEOLOGICAL
CATALOGUE, 2

ABBOTT (RBV: B. A.)—~B/BLE LESSONS. By the Rev.

E. A. AsBorT, D.D., Head Master of the City of London
School. NewEdihon. Crown 8vo. 4s. 64, <o

 Wise, suggsﬁve. and reany proround mimnon into rehglous thought.**
—Guumum.
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PROOTER—A HISTORY OF THE BOOKX OF COMMON
PRAYER, with a Rationale of its Offices. By Francis
PROCTER, M.A. Thirteenth Edition, revised and enlarged.
Crown 8vo., 10s. 6d. .

ROOTER AND MAOCLEAR—AN ELEMENTARY INTRO.
DUCTION TO THE BOOK OF COMMON PRAYER.
Re-arranged and supplemented by an Explanation of the
Morning and Evening Prayer and the Litany. By the
Rev. F, PROCTER and the Rev. Dr. MACLEAR, New
and Enlarged Edition, containing the Communion Service and
the Confirmation and Baptismal Offices. 18mo. 2s5. 6d.

PSALMS OF DAVID CHRONOLOGICALLY ARRANGED.
By Pour Priends. An Amended Version, with Historical
Introduction and Explanatory Notes. Second and Cheaper
Edition, with Additions and Correctionss Cr. 8vo, 8s. 6d.

RAMSAY—7HE CATECHISER'S MANUAL ; or, the Church
Catechism Illustrated and Explained, for the Use of Clergy-
men, Schoolmasters, anid Teachérs. By the Rev. ARTHUR
Ramsay, M.A. New Edition. 18mo. 1s. 64

SIMPBON—AN EPITOME OF THE HISTORY OF THE
CHRISTIAN .CHURCH. By WILLIAM SIMPSON, M.A.
New Edition. Fcap. 8vo. 35 64d. :

TRENCH—By R. C. TRENCH, D.D., Archbishdp of Dublin,
LECTURES ON MEDIEVAL CHURCH HISTORY.
Being the substance of Lectures delivered at Queen’s College,
London. Second Edition, revised. 8vo., 12s.

SYNONYMS OF THE NEW TESTAMENT. Eighth
'  Edition, revised. 8vo. 12,

WESTCOTT— Works by BRoOOKE Foss WesTcorT, D.D., Canon
of Peterborough,

A GENERAL SURVEY OF THE HISTORY OF THE

CANON OF THE NEW TESTAMENT DURING THE

- FIRST FQUR CENTURIES. Fourth Editionn With

Preface on ‘‘ Supernatural Religion.” Crown 8va. I0s. 6d.

INTROQDUCTION TO0 THRE STUDY QF THE FOUR
GOSPELS. Fifth Edition. Crown 8vo. 105 6d.
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WESTCOTT Continsed—

THE BIBLE IN THE CHURCH. A Popular Account’
of the Collection and Reception of the -Holy Scriptures in
the Christian Churches. New Edition. 18mo, cloth
4s. 64,

ZHE GOSPEL OF THE RESURRECTION. Thoughts’
on its Relation to Reason and History. New Edition.
Crown 8vo. 6s.

WILSON —7HE BIBLE STUDENT'S GUIDE to the more

)

Correct Understanding of the English Translation of the Old

“Testament, by reference to the original Hebrew. By WILLIAM

WiLsoN, D.D., Canon of Winchester; late Fellow of Queen’s
College, Oxford Second Edition, mrefuﬂy revised 4to.
cloth. 255,

YONGE (CHARLOTTE M.)—SCRIPTURE READINGS FOR

SCHOOLS AND FAMILIES. By CHARLOTTE M. YONGE,
Author of ‘“The Heir of Redalyffe.”.

FIRST SERIES. GENESIS To DEUTERONOMY., Globe 8vo.
15, 64, With Comments, 35. 64,

SECOND SERIES. From JosHUA to SOLOMON. A Extra fcap.
8vo. 1Is. 64. With Comments, 35, 6d,

"THIRD SERIES. “The KINGS and the ProPHETS. Extra fcap.

8vo. 15 64. With Comments, 35. 64.

FourTH SERIBS, The GospeL TiMEs. Is. 6d. With
‘Comments, extra fcap. 8vo., 3s. 64, ;

FIFTH SERTES, APOSTOLIC TiMEs, Extra fcap. 8vo. 1s, 6. .
With Comments, 3s. 6d.

MISCELLANEOUS.

Imludmg works. on English, French, and German Ixmgunge and

Liieratiwe, Art Hand-books, &c., &=

ABBOTT—A SHAKESPEARIAN GRAMMAR, An Attempt

to illustrate some ‘of the Differences between Elizabethan and
Modern English. By the Rev. E. A, AssoTT, D.D., Head
Master of the City of London School. New Edition, Extra
fcap. 8vo. 6s.
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ANDERSON — LINEAR PERSPECTIVE, AND MODEL
DRAWING. A School and Art Class Manual, with Questions
and Exercises for Examination, and Examples of Examination
Papers. By LAURENCE ANDERSON. With Illustrations.
Royal 8vo. 2s.

BARKER—FI/RST LESSONS IN THE PRINCIPLES OF
COOKING. By LapY BARKER. New Edition. 18mo. 1s.

BEAUMARCHAIS8—LE BARBIER DE SEVILLE, Edited,
with Introduction and Notes, by L. P. BLOUET, Assistant
Master in St. Paul’s School. Fcap. 8vo. 3s. 64,

BERNERS—F/RST LESSONS ON HEALTH. By J. Ber-’

NERs. New Edition. 18mo. 1s.

BLAKISTON—7HE TEACHER. Hintson School Manage-
ment, A Handbook for Managers, Teachers’ Assistants, and
Pupil Teachers. By J. R. BLAKISTON, M.A. Crown 8vo.

25, 6d.

“ Into a comparatively small book he has crowded a great deal of ex-
ceedingly useful and sound advice. It is a plain, common<sense book,
full of hints to the her on the of his school md his
children,—ScHooL BOARD CHRONICLE.

BREYMANN—Works by HERMANN Bmmmv, Ph.D.,," Pm-

fessor of Philology in the University of Munich.
A FRENCH GRAMMAR BASED ON PHILOLOGICAL
PRINCIPLES. Second Edition, Extra fcap. 8vo. 4s. 64,
FIRST FRENCH EXERCISE BOOK. Exlra fcap. 8vo.
4s. 6d.
SECOND FRENCH EXERCISE BOOK Extra fcap. 8vo.
25, 6d.

CALDERWOOD—HANDBOOK OF MORAL PHILOSOPHY.
By the Rev. HENRY CALDERWOOD, LL.D.,, Professor ot
Moral Philosophy, Umverslty of Edmburgh Fifth Edition,
Crown 8vo. 6s.

DELAMOTTE—A BEGINNER'S DRAWING BOOK. By
P. H. DeLAMOTTE, F.S.A,. Progressively arranged, New
Edition improved. Crown 8vo.. 3s. 6d.

ENGLISH WRITERS—Edited by JOHN RICHARD ' GREEN,
Fcap. 8vo, Price 1s, 64, each.

MIL7ON. By the Rev, STQPFQRD A, onon. :
Others to follow.
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PAWORTT—7ALES IN POLITICAL ECONOMY. By
MILLICENT GARRETT FAWCETT. "Globe 8vo. 3v.

PEARON—SCHOOL INSPECTION. By D. R. FEARON,
M.A,, Assistant Commissioner of Endowed Schools, Third
Edition, Crown 8vo. 2s. 64,

’

GLADSPONE—~SPELLING REFORM FROM AN EDU-
CATIONAL POINT OF VIEW. By]. H. GLADSTONE,
Ph.D,, F.R.S., Member. for the School Board for London.
New Edmon. Crovm 8vo. 1s. 6d.

GOLDSMY¥TH—7HE TRAVELLER, or a Prospect of Society ;
and 7HE DESERTED VILLAGE. By OLIVER GOLD-
SMITH, With Notes Philological and Expla.natory, by] w.
Havrks, M.A. Crown 8vo. 64.

GREEN—READINGS FROM ENGLISH HISTORY. Se-
lected and Edited by JoHN RICHARD GREEN, M.A., LL.D,,
Honorary Fellow of Jesus College, Oxford. Three Parts.

- Globe 8vo. 1Is, 6d. cach. I Hengist to Cressy. IL Cressy
to Cromwell, III, Cromwell to Balaklava.

HALES—LONGER ENGLISH POEMS, with Notes, Philo-
logical and Explanatory, and an Introduction on the Teaching
of English. -Chiefly for Use in Schools, Edited by J. W.
HaLes, M.A., Professor of English Literature at King's
College, London, &c, &c. New Edition. Extra fcap. 8vo.
4s. 64, :

HOLE—A GENEALOGICAL STEMMA OF THE KINGS
OF ENGLAND AND FRANCE, By the Rev, C. HOLE,
On Sheet. 1s.

JOHNSON’S L/VES OF THF POETS. The Six Chief Lives
(Milton, Dryden, Swift, Addison, Pope, Gray), with Macaulay’s
“Life of Jobmson.” - Edited ‘with Preface by MATTHEW
ARNoLD, Crown 8vo, 6s.

LITERATURE PRIMERS—Edited by JoHN RICHARD GREEN,
Author of ““A Short History of the English People.”

ENGLISH GRAMMAR. "By the Rev. R. Morrts, LL.D,,
sometime President of the Philological Seociety. 18mo.
cloth, 1=,
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. LITERATURE PRIMERS Conmmd— ..
ENGLISH GRAMMAR EXERCISES. By R. MORRIS,
LL.D.,.and H. C. BowgN, M.A, 18mo. Is.

THE CHILDREN'S TREAS&RY OF LYRICAL
POETRY. Selected and arranged with Notes by FRANCIS
TURNER PALGRAVE, . In Two Parts, 18mo. 1s. each.,

ENGLISH LITERA TURE. By the Rev. S'rorrom
BROOKE, M.A. New Edjtion, - 18mo. ‘Is,

PHILOLOGY. By J. PeiLe, M.A. 18mo. Is.
GREEK LITERATURE. By Professor JEEB, M. A. 18mo. Is.
SHAKSPERE, By Professor DOWDEN. 18mo., 1Is.

HOMER. By the Rxght Hon. W, E. GLADSTONE, M.P.
_ 18mo, 1.

- ENGLISH COMPOSITION, By Professor Nricuor. 18mo.
1s.

In preparation :—
LA7IN LITERATURE. By Professor SEELEY.

HISTORY OF THE ENGLISH LANGUAGE. By
J. A. H. MurrAy, LL.D.

MAOCMILLAN’S COPY-BOOKS— .. ¢ '
Published in two sizes, viz.:—
1. Large Post 4to. Price 44. each.
2. Post Oblong. Price 24. each.

*1. INITIATORY EXERCISES & SHORT LETTERS.
*2. WORDS CONSISTING OF SHORT LETTERS.

*3. LONG LETTERS, With words containing Long
Letters—Figures,
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MACMILLAN'S COPY-BOOKS Continued—

»

*4. WORDS CONTAINING LONG LE 7;TERS.

4a. PRACTISING AND RE VISING COPY-BOOK. For
Nos. 1 to 4.

*S. CAPITALS AND SHORT HALF-TEXT.” Words
beginning with a Capital.

*6. HALF-TEXT WORDS, beginning with a Capxtal—
Figures.

*7. SMALL-HAND AND HALF-TEXT. With Capitals
and Figures,

*8. SMALL-HAND AND HALF- TEXT. With Capitals
and Figures.

8a, PRACTISING AND RE VIS[NG‘ COPY-BOOK. For
Nos. 5to 8.

'

*9. SMALL-HAND SINGLE HEADLINES—Figures.
10, SMALL-HAND SINGLE HEADLINES—Figures,
*11, SMALL-HAND DOUBLE HEADLINES—Figurss.

12. COMMERCIAL ' AND ARITHMETICAL . EX-
AMPLES, &.

12a. PRACTISING AND REVISING COPY-BOOK. For
Nos. 8 to 12,

These numbers may be had with Goodman's Palent Sliding
. Copies. Large Post 4to. Price 6d, each.

By a simple device the copies, which are printed upon separate
slips, are arranged with a movable attachment, by which they
are adjusted so as to be directly before the eye of the pupil at
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MAOCMILLAN’S COPY-BOORS Confinued— .

all points of his progress. It enables him, also, to keep his
own faults concealed, with perfect models constantly in view
for imitatign. Every experienced teacher knows the advantage
of the slip copy, but its practical application has never before
been successfully accomplished, This feature is secured ex-
clusively to Macmillan’s Copy-books under Goodman’s patent.
An inspection of books written on the old plan, with copies
at the head of the page,will show that the lines last written at
- the bottom are almost invariably.the poorest. The copy has
been too far from the pupil’s eye to be of any practical use,
and a repetition and exaggeration of his errors have been the

result, .

MACMILLAN'S PROGRESSIVE FRENCH COURSE—By

G. EUGENE-FASNACHT, Senior Master of Modern Languages,
Harpur Foundation Modern School, Bedford.

1.—FIRsT YEAR, containing Easy Lessons on the Regular Ac-
cidence. Extra fcap. 8vo. Is.

II.—SECOND YEAR, containing Conversational Iessons on
Systematic Accidence and Elementary Syntax, With Philo-
logical Illustrations and Etymological Vocabulary, 1. 6d.

MACMILLAN'S PROGRESSIVE GERMAN COURSE—DBy

G. EUGENE FASNACHT.

Part I.—F1&sT YEAR, Easy Lessons and Rules on the Regular
Accidence. Extra fcap. 8vo. Is. 6d.

Part II.—SECOND YEAR. Conversational Lessons in Sys-
tematic Accidence and Elementary Syntax. With Philological
Illustrations and Etymological Vocabulary. Extra fcap.
8vo. 2s.

MARTIN — 7HE POET'S HOUR: Poetry selected and

arranged for Children., By FRANCES MARTIN,  Third
Edition. 18mo. 2s. 64,

SPRING-TIME WITH THE POETS: Poetry sclected by
FRANCES MARTIN, Second Edition, 18mo. . 3¢ 64,
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MASSON (GUSTAVE)—A COMPENDIOUS DICTIONARY
OF THE FRENCH LANGUAGE (French-English and
English-French). Followed by a List of the Principal Di-
verging Derivations, and preceded by Chronological and
Historical Tables. By GUSTAVE MASSON, Assistant-Master
and Librarian, Harrow School. Fourth Edition, Crown 8vo.
half-bound. 6s.

MOLIERE—LZE MALADE IMAGINAIRE. Edited, with
Introduction and Notes, by FRANCIS TARVER, M. A., Assistant-
Master at Eton. Fcap. 8vo. [Zn pregaration.

MORRIS--Works by the Rev. R, Morris, LL.D., Lecturer
on Erglish Language and Literature in King’s College
School,

HISTORICAL OUTLINES OF ENGLISH ACCIDENCE,
comprising Chapters on the History and Development of the
Language, and on Word-formation, New Edition, Extra
fcap. 8vo. 6s.

ELEMENTARY LESSONS IN HISTORICAL
ENGLISH GRAMMAR, containing Accidence and Word.
formation. New Edition, 18mo., 2s, 64,

PRIMER OF ENGLISH GRAMMAR. 18mo. 1s.

NICOL—HISTORY OF THE FRENCH LANGUAGE,
with especial reference to the French element in English. By
HenNry NicoL, Member of the Philological Society.

[/n pregaration.

OLIPHANT—Z7HE OLD AND MIDDLE ENGLISH. A
New Edition of * ZHE SOURCES OF STANDARD
ENGLISH,” revised and greatly enlarged. By T. KINGTON
OLIPHANT, Extra fcap, 8vo. 9s.

PALGRAVE—T7HE CHILDREN'S TREASURY OF
LYRICAL POETRY. Selected and Arranged with Notes
by FraNcis TURNER PALGRAVE., 18mo. 2s. 64, Also in
Two parts, 18mo. 1Is. each, .

PLUTARCH—Being a Selection from the Lives which Illustrate
Shakespeare,  North’s Translation, Edited, with Intro-
ductions, Notes, Index of Names, and Glossarial Index, by
the Rev. W, W, SKEAT, M.A. Crown 8vo. 6s.

d
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PYLODBET—NEW GUIDE T0 GERMAN CONVERSA-

770N : containing an Alphabetical List of nearly 8oo Familiar
Words followed by Exercises, Vocabulary of Words in frequent
use ; Familiar Phrases and Dialogues ; a Sketch of German
Literature, Idiomatic Expressions, &c. By L. PYLODET.
18mo, cloth limp. 2+ 64.

A SYNOPSIS OF GERMAN GRAMMAR, From the
above, 18mo. 6d.

READING BOOKS—Adapted to the English and Scotch Codes.

Bound in Cloth.

PRIMER. 18mo. (48 pp.) 2d.
BOOK 1. for Standard 1. 18mo. (96 pp.) 4d.
s IL ” II. 18mo. (144'pp.) 54.
» IIL ” IIL 18mo. (160 pp.) 6d.
»w IV. » IV. 18mo. (176 pp.) 8a.
» V. » V. 18mo. (380pp.) 1s.
» VI, » VI. Crown8vo. (430pp.) 2=

Book VL. is fitted for higher Classes, and as an Introduction to

English Literature.

¢‘ They are far ahove any others that have appeared both in form and
substance. . . . The editor of the present series has rightly seen that
reading books must ‘aim chiefly at giving to the pupils the power of
accurate, and, if possible, apt and skilful expression ; at cultivating in
them a good literary taste, and at arousing a desire of further 3
This is done by taking care to select the extracts from true English classics,
going up in Standard ‘VI. course to Chaucer, Hooker, and Bacon, as well
as Wordsworth, Macaulay, and Froude. . . . This is quite on the ri‘ln
gack. and indicates justly the ideal which we ought to set before us, "=

UARDIAN,

SHAKESPEARE—4 SHAKESPEARE MANUAL. ByF.G.

FLEAY, M. A,, late Head Master of Skipton Grammar Schocl.
Second Edition. Extra fcap. 8vo, 4s. 64.

AN ATTEMPT 70 DETERMINE THE CHRONO-
LOGICAL ORDER OF SHAKESPEARE'S PLAYS.
Dy the Rev. H. PAINE STOKES, B.A. Extra fcap. 8vo.
4s. 6d.

THE TEMPEST. With Glossarial and Explanatory Notes.
By the Rev, J. M. JEPHSON. Second Edition. 18mo. 14
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SONNENSOHEIN and MEIKLEBJOHN —7HE ENGLISH
METHOD OF TEACHING TO READ. By A. SON-
NENSCHEIN and J, M. D, MEIKLEJOBN, M.A, Fcap. 8vo.

COMPRISING :

s

THE NURSERY BOOX, containing all the Two-Letter
Words in the Language., 14, (Also in Large Type on
Sheets for School Walls, 5s.)

ZHE FIRST COURSE, consisting of Short Vowels with
Single Consonants. 64,

ZHE SECOND COURSE, with Combinations and Bridges.
consisting of Short Vowels with Double Consonants, 64,

THE THIRD AND FOURTH COURSES, consisting of
Long Vowels, and all the Double Vowels in the Language.’
64.

¢ These are admirable books, b they are constructed on a prine
ciple, and that the simplest principle on which it is possibleto learn to read
English.’ —SPECTATOR.

TANNER—FIRST PRINCIPLES OF AGRICULTURE. By
H. TANNER, F.C.S., Professor of Agricultural Science,
University College, Aberystwith, &c. 18mo. 1Is.

TAYLOR—WORDS AND PLACES ; or, Etymological Illus-
trations of History, Ethnology, and Geography. By the Rev.
Isaac TAYLOR, M.A. Third and cheaper Edition, revised
and compressed. With Maps. Globe 8vo. 6s.

A HISTORY OF THE ALPHABET. By the same
Author, [Zn preparation.

TAYLOR—A PRIMER OF PIANOFORTE PLAYING. By
FRANKLIN TAvLoR. Edited by GEORGE GRQVE. I18mo. Is.

TEGETMEYIER — HOUSEHOLD MANAGEMENT AND
COOKERY. With an Appendix of Recipes used by the
Teachers of the National School of Cookery. By W. B.
TEGEPMEIER., Compiled at the réquest’ of the School Board
for London, 18mo. 1s
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THRING—Works by EDWARD THRING, M.A., Head Master of
Uppingham,
THE ELEMENTS OF GRAMMAR TAUGHI IN
ENGLISH. With Questions. Fourth Edition. 18mo. 2s.

THE CHILD'S GRAMMAR. Being the Substance of
““The Elements of Grammar taught in English,” adapted for
the Use of Junior Classes, A New Edition. 18mo. 1Is.

SCHOOL SONGS. A Collection of Songs for Schools.
With the Music arranged for four Voices. Edited by the
Rev. E. THRING and H. Riccrus. Folio. 7s. 6d.

TRENCH (ARCHBISHOP)—Works by R. C. TreNcH, D.D,
Archbishop of Dublin.
HOUSEHOLD BOOK OF ENGLISH POETRY. Selected
and Arranged, with Notes. Third Edition. Extra fcap. 8vo.
§s. 64.
ON THE STUDY OF WORDS. Lectures addressed
(originally) to the Pupils at the Diocesan Training School,
Winchester. _Seventeenth Edition, revised. Fecap. 8vo. 5.

ENGLISH, PAST AND., PRESENT. Tenth Edition,
revised and improved. Fcap. 8vo. 5s.
A SELECT GLOSSARY OF ENGLISH WORDS, used

formerly in Senses Different from their Present. Feap.
8vo. 4s. 64, ) [New Ed:tion in the press.

VAUGHAN (0. M.)— WORDS FROM THE POETS. By
C. M. VAUGHAN. Eighth Edition. 18mo. cloth. Is.

\VEIR—HARRISON WEIR'S DRAWING COPY-BOOKS.
Oblong 4to. I. Animals. [/7 preparation.

WHITNEY—Works by WiLLiaM D. WHITNEY, Professor of
Sanskrit and Instructor in Modern Languages in Yale College ;
first President of the American Philological Association, and
hon. member of the Royal Asiatic Society of Great Britain and
Ireland ; and Correspandent of the Berlin Academy of Sciences.
A COMPENDIOUS GERMAN GRAMMAR. Crown
8vo. ¢s. Gd.
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WHITNEY Conam:d-—

A GERMAN READER IN PROSE AND VERSE, with
. Notes and Vocabuh.ry Crown 8vo, §s.

WRIGHT—7HE SCHOOL COOKERY BOOKX. Compﬂed
and Edited by C. E. GuTHRIE WRIGHT, Hon. Sec. to the
Edinburgh School of Cookery. 18mo. 1Is,

Sir T. D. AcLaND, Bart, says of this book :—*I think the * School
Cookery Book *’ the best cheap manual which I have seen on the subject.
teachers will welcome it. But it seems to me likely to be even
more useful for domestu: purposes in all ranks short of those served by
professed cooks. The receipts are numerous and precise, the explana-
uon of m.nuples clear on the ad of food to
1i ., employment, health, and on infants”

food. soem to me uotﬂzm."

WHITNEY AND EDGREN—A COMPENDIOUS GERMAN
AND ENGLISH DICTIONARY, with Notation of Core
respondences and Brief Etymologies. By Professor W, D,
WHITNRY, assisted by A. H. EDGREN. Crown 8vo. 7. 64,

THE GERMAN-ENGLISH PART, separately, 5s.

YONGE (CHARLOTTE M.)—7HE ABRIDGED BOOKX OF
GOLDEN DEEDS. A Reading Book for Schools and
general readers, By the Author of “The Heir of Red.

clyfle,” 18mo, cloth. 1s,
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.MACMILLAN'S
GLOBE LIBRARY.

" Beautifully printed on toned paper, price 3s. 62, each. * Also kept
in various morocco and bindings, at moderate prices.

The Saturday Review says :—* The Globe Editions are admirable
for their scholarly editing, their typographical excellence, their
compendious form, and their cheapness.

The Daily Zeegrapk calls it *“a series yet unrivalled for its com-
bination of excellence and cheapness.” * S
SHAKRESPEARE'S COMPLETE WORKS. Edited by W. G.

CLARK, M.A., and W, ALDIs WRIGHT, M.A., With Glossary.

- MORTE D'ARTHUR, Sir Thomas Malory’s Book of King
Arthur and of his Noble Knights of the Round Table. Tke
Edition of Caxton, revised for Modern Use. With an Intro-
duction, Notes, and Glossary, by Sir EDWARD STRACHEY.

BURNS'S COMPLETE WORKS: the Poems, Songs, and
Letters, Edited, with Glossarial Index and Biographical

.« Memoir, by ALEXANDER SMITH. '

ROBINSON CRUSOE. Edited after the Original Editions, with
Biographical Introduction, by HENRY KINGSLEY,

| SCOTT’S POETICAL WORKS. With Biographical and Critical

Essay, by FRANCIS TURNER PALGRAVE.

GOLDSMITH'S MISCELLANEOUS WORKS. With Bio-
graphical Introduction by Professor MAssON, '

SPENCERS COMPLETE WORKS. Edited, with Glossary,
by R. MORRI1s, and Memoir by J. W. HALES.

POPE'S POETICAL WORKS. Edited, with Notes and Intro-
ductory Memoir, by Professor WARD.

DRYDEN'S POETICAL WORKS. Edited, with a Revised
Text and Notes, by W. D, CHRISTIE, M.A., Trinity College,
Cambridge,

COWPER'S POETICAL WORKS. Edited, with Notes and
Biographical Introduction, by W. BENIIAM.

VIRGIL'S WORKS. Rendered into English Prose, With Intro-
ductions, Notes, Analysis, and Index, by J. LONSDALE, M.A.,
and S. LEg, M. A,

HORACE. Rendered into English Prose, With running Analysis,
ix{ltzoduction, and Notes, by J. LONSDALE, M.A., and S, LEe,

MILTON’S POETICAL WORKS. Edited, with Introductions,
&c., by Professor MASSON.




Published every Thursday, price 6d.;' Monthly paris,
2s. and 2s. 6d., Half- Yearsy Volumes, 15s.

NATURE:

AN ILLUSTRATED Y¥OURNAL OF SCIENCE.

NATURE expounds in a popular and yet authentic
manner, the GRAND RESULTS OF SCIENTIFIC RESEARCH,
discussing the most recent scientific discoveries, and
pointing out the bearing of Science upon civilisation
and progress, and its claims to a more general recog-
nition, as well as to a higher place in the educational
system of the country.

It contains original articles on all subjects within the
domain of Science ; Reviews setting forth the nature and
value of recent Scientific Works; Correspondence
Columns, forming a medium of Scientific discussion and
of intercommunication among the most distinguished
men of Science ; Serial Columns, giving the gist of the
most important papers appearing in Scientific Journals,
both Home and Foreign; Transactions of the prip-
cipal Scientific Societies and Academies of the World,
Notes, &c.

In Schools where Science is included in the regular
course of studies, this paper will be most acceptable, as
it tells what is doing in Science all over the world, is
popular without lowering the standard of Science, and by
it a vast amount of information is brought within a small
compass, and students are directed to the besf sources
for what they need. The various questions connected
with Science teaching in schools are also fully discussed,
and the best methods of teaching are indicated.


















