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PREFATORY NOTE

THIS volume contains hardly any references to the

writers who have built up the theories of economics

and given them the form which renders them useful

in understanding modern economic facts. In omitting

these references, my desire has been, not merely to avoid

introducing controversies which can only interest students

more advanced than those for whom I wrote, but also to

retain a freedom of expression which I must have denied

myself had I assigned each point of doctrine to those who

first, or most clearly, gave it expression. I should like to

express my indebtedness to many recent writers, and, if I

have given an interpretation of them, here and there, some-

what different from their own, I trust that I have not lost

the essence of their doctrines, so far as I am able to accept

them.

No Cambridge student of economics in recent years can

fail to have gained inspiration from contact with Professor

Marshall, and the writer is conscious of a very special

obligation to the teacher to whom he owes his chief guidance

in economic study.

As with others, so especially in this case, the acknow-

ledgment of inspiration carries with it no attempt to place

a burden of responsibility for either the form or the substance

of what is written here.

The text contains no explicit reference to the mathe-

matical apparatus which has rendered eminent service in

economics, especially in recent years. Some of the simpler
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applications of algebraic symbols and geometrical diagrams

to economic problems are presented in an appendix. Those

to whom these forms of expression tend rather to confuse

than to clarify the reasoning which they embody, may thus

readily spare themselves this confusion ; while those to

whom these symbols are familiar and helpful will not be

deprived of the aid to precision of conception and of

argument which can hardly be afforded in equal degree by

any other means.

Readers who desire to pursue something more than an

introductory course of economic study will find a few

references to the more accessible works in the English

language in the table of contents.

A. w. FLUX.

Montreal, November 1903.
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ECONOMIC PRINCIPLES

CHAPTER I

INTRODUCTORY

WHEN we regard the position of a family, living

without regular or frequent communication with

the outside world, it is comparatively easy to comprehend

the conditions which determine whether its supplies of the

necessaries and comforts of life are abundant or meagre.

The extent of its resources, whether consisting in the

strength, intelligence, knowledge, endurance, industry, fore-

sight, etc., of its members, and their willingness to co-operate

for purposes where associated effort is more effective than

individual effort ; or in the equipment of tools and materials,

domestic animals, buildings, etc. ; or in the natural conditions

of the country where they live, its climate, richness of soil,

forests and streams, and the like—all these things can be

fairly comprehended and their general bearing on the life of

the family understood. The advantages which might accrue

from communications with other such family groups, and

exchange of goods with them, can also be readily conceived.

The sources of abundance and scarcity are plainly revealed.

The same general features occur in the case of a great

nation, but how different the detail. The mode of division

of the acquisitions of the family is fundamentally different

from that adopted as between the individuals of a numerous

and varied society. The former is either arbitrary, in greater

or less degree, or places all on a footing of equality. In the

society, an individual has to make good his claim to a share
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of the total product acquired, by rendering some service, and

that a service of sufficient importance to make it worth the

while of the rest of the society to secure it. The problem

for each is to discover what service he can render, that is of

a sufficient degree of indispensability to society to enable him

to procure a satisfactory recompense for himself from society,

or to arouse a sufficient appreciation of the services he is

able and willing to render to reach the same end.

In economic study we are engaged in examining the

influence of the same features, as manifested in a community,

which, in the case of the isolated family, were seen to con-

dition the kind and amount of the gratifications it could

procure. The nature of the environment, the extent of the

equipment of tools, the skill and intelligence with which the

work is planned and executed, are obviously of primary

importance in the one as in the other case. But, in addition

to regarding these features of the case, we need to devote a

marked degree of attention to the study of those conditions

which operate in the allocation of the amount received by
each member. What is the basis of the claim he can make
on society, what constitutes the inducement of society to

admit his claim ? This part of our work should throw no

small degree of light on the great contrasts which exist

between the amounts to which different members of the

society succeed in establishing their claim. It should afford

indications as to whether, and in what degree, these contrasts

are a necessary feature of efficient social organisation.

The nation stands in need of the material goods, and the

services, which afford to its members the means of satisfying

their numerous and varied wants. Some wants are readily

satisfied, while, for others, the means of satisfaction are ob-

tained only with difficulty. If the activities of the nation

were under the absolute control, and subject to the direction,

of one man, we might conceive of him as directing to each

occupation the amount of labour which, with the appliances

afforded to assist it, would provide the required supply of

commodity or service. If a change in the needs of the

nation, or in the efficiency of special sections of producers,

occurred, a transfer^of labour and rearrangement of appliances
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would be required to adapt supplies to the changed needs.

As the workers would be assigned to their work by the will

of the director, the supplies of commodities would depend

on that will rather than on the attractiveness of different

occupations to those who followed them. Only in so far as

assigning a man to congenial labour affects his willingness

in work, and the giving of special rewards might stimulate

to exertion, would the question of who was assigned to

each task, and what reward was assigned to each, affect the

amount of products available, since we might assume that

those who were most capable of doing any special work

would be assigned to that work by an intelligent director.

In the actual arrangements of modern societies, it is not

quite easy to see that there is anything to correspond to the

control of such an intelligent directing individual or body of

persons. Each is left to choose for himself what he will do,

and in what form he will take his reward for his work. His

choice of occupations is not quite free ; indeed, it is in most

cases quite limited
;
yet, within the range of choice possible,

the individual makes his own selection, or has it made for

him by a parent or by some one exercising a kind of parental

authority. If the choice be a personal one, it will be in-

fluenced by the attractiveness of the work and surroundings

and by its remuneration. Thus the occupations which

require no special skill are those open to the largest

numbers. Those offering the greatest rewards to a given

grade of skill attract more than those offering smaller

rewards. The distribution of labour among various occu-

pations, therefore, follows lines roughly corresponding to

those which we might suppose chosen by an intelligent

director. The labour whose reward is greatest is that whose

result is most needed, for, as each is free to dispose of his

income as he deems best, it may be assumed that he will

select those things which afford him the greatest satisfaction

in proportion to what he must give for them. Here again

his choice is not absolutely free. The knowledge which

each has, of what is available, is not unlimited. If

the means of some do not extend to the provision for

more than the most elementary wants, the extent of



4 ECONOMIC PRINCIPLES

choice is restricted. Yet it can hardly be denied that

a low price for a commodity implies that the needs,

which remain unsatisfied, and to which it is capable of

affording satisfaction, are small as compared with those

which more highly priced goods can satisfy. The fact that

property is unequally distributed, that some have large

means, others small means, results in the fact that a slight

need, of a person of large means, may find expression in

the offer of a price higher than that which can be offered

by persons of small means, for the gratification of important

cravings. This feature hides from many enquirers the

general truths to which attention is here directed. Ad-
mitting that it needs special attention, we repeat that

freedom of choice as to what work one will do, and how
one will take the remuneration for that work, tends to make
employments attractive in comparison to the urgency of the

need of the community for the results of those employments.

Where goods of a certain kind are no longer required in the

same supply as formerly, a warning is given to that effect

by the diminution of the gains, which those who are con-

cerned in making those goods can secure. In the opposite

case, increase of reward serves to stimulate to an increase of

supply of the things of which society stands greatly in need.

That no small degree of efficiency is realised, in the distri-

bution of the work of the nation among the individual

citizens, is evidenced in the fact that supplies of necessaries

are steadily produced to meet our needs, and in remarkable

correspondence to those needs. The employments which

seem in many respects most attractive do not draw to them-

selves the whole labour supply of the community. The
great variety of human needs is met by a corresponding

variety of means of satisfaction. Men do things that are

not pleasant to do, for the sake of the living which they

can secure in doing them. Thus each of us is justified in

attending to his own special business, confident that others,

in attending to theirs, will ensure the supplies of food, cloth-

ing, etc., which we need, and which, in a primitive state of

society, we should need to provide by our own exertions if

we desired them.
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There is no benevolent autocrat adjusting the supply of

labour in all the variety of modern industries. No supreme
dictator decrees that, from the results of this year's labour, a

certain portion shall be reserved to assist in performing next

year's tasks more efficiently. Yet the extent to which

labour is in excess in some localities and industries, deficient

in others, is, generally, but slight. When it exceeds its usual

amount it promptly attracts attention, but attention is

practically confined to the fact that adjustment is, at the

moment, defective, and not directed to the equally, nay

more, striking fact that the vast mass of labour does not

manifest this failure of adjustment. These points are not

made for the sake of suggesting that present social arrange-

ments are not capable of great improvement, but rather

with the end of directing attention to the fact that, in any
proposed modification, we must look for guarantees that

the new order will achieve as substantial a degree of

efficiency in adjusting the resources of society to its needs

as the old, as well as for the assurance that defects in the

old order will be remedied in the new. The mere substi-

tution of one set of ills for another is hardly worth much
effort, though the new ills appear no greater than the old.

When realised, they might prove worse. We propose,

in this volume, to study the main outlines of the economic

organisation of modern society. By this is meant that part

of social organisation which is related to human wants and

human efforts directed to the satisfaction of those wants.

We have to study men as producers of wealth, and to

consider how the kinds of wealth which are produced

depend on what men want to consume. We shall enquire

into the principles which govern the exchange of one kind

of wealth for another, and determine how much is assigned

to each class of those whose joint efforts are requisite for its

production. The influence of various institutions on the

efficiency for production of the groups of men whom they

affect will require consideration, and the reaction on produc-

tion of the division of the product among the different

classes of persons concerned in its production. Our subject,

then, is certain aspects of man's relation to wealth. We
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enquire, therefore, at the outset, what is understood by

wealth.

One characteristic common to all forms of wealth is that

of being able to satisfy some human want or desire. Not
all that can do this is wealth, and it is convenient to use the

word " goods " to designate whatever possesses this charac-

teristic, and to speak of the quality itself as " utility." When
the need, which certain goods can satisfy, is already

abundantly satisfied, these goods cease to have special

importance. This occurs when the supply of them is free,

and in sufficient quantity for all to have as much as they

wish. Under these conditions every one will make use of the

goods for every purpose which they can serve, but none will

have any motive for acquiring supplies of the goods from

others by exchange for other goods. In order to rank as

wealth, then, goods must be capable of ministering to

unsatisfied desires, they must be scarce.

Further, as wealth is a phenomenon of social life, goods

which are not of such a nature as to permit of a change of

ownership are generally excluded from the category wealth.

There are some scarce personal qualities which cannot be

separated from the individual who possesses them, and

which contribute largely to his personal satisfaction, and

even to his industrial efficiency, but which cannot be re-

garded as wealth. The relation of these qualities to wealth

has been a subject of considerable discussion. Consider the

skill of a workman. There can be no doubt that, were

slavery a legal institution, and the workman a slave, his skill

would be wealth to his owner, for a skilled slave is more
valuable than an unskilled slave, other things being equal.

Is, then, the question of whether skill is, or is not, wealth to

turn on the existence, or non-existence, of the institution of

slavery? One suggestion in reference to the matter is that

the wealth consists, not in the skill, but in the right to

dispose of it. This right belongs to the slave-owner where

slavery is recognised, to the labourer where it is not. But

the labourer can and does sell the right, with more or less

limitation in the extent to which it can be exercised, to his

employer. Thus the right to dispose of skill can be ex-



INTRODUCTORY 7

changed, and, fulfilling the conditions of utility and scarcity,

comes within the range of our definition of wealth. An
alternative mode of dealing with the matter is to admit a

special category of " personal wealth," differing from ordinary

wealth in being bound up with the person, and to class skill

and similar qualities as " personal wealth." For almost all

purposes, the former seems to be a sufficient solution of the

difficulty, inasmuch as rights are admitted, with material

goods, as elements in the aggregate of an individual's wealth.

In forming an estimate of the wealth of a community,

the existence of qualified rights of ownership must, of course,

not be overlooked. A mortgaged property is not a repre-

sentative of wealth, in addition to the mortgage on it, equal

to what it would represent if not mortgaged. There is the

same wealth in either case, but the ownership of it is divided

between mortgagor and mortgagee if it be a mortgaged

property. So, too, the bonds of the State debt, or of a

municipal debt, are items in the individual wealth of their

owners, but in estimating the wealth of the community we
do not need to add these evidences of debt to the aggregate

of the physical property of the community, except in so far

as they represent claims against outside communities. In

some respects, the wealth of the community includes items

not forming part of the private wealth of any of its members.

Thus a public park is not a part of the private wealth of any

citizen, where its use is free to all. To the community
which owns and maintains it, however, it is certainly wealth.

So, too, with other similar public property.

Wealth is not made up solely of material goods, as al-

ready indicated. It includes also rights to goods and to

services which do not get embodied in material form. Those

who produce, or aid in producing, wealth in a non-material

form, are productive workers, equally with those whose

labours are directed to the creation of material goods. At
one time it was the custom to speak of all who were not

concerned in the direct production of durable material goods

as unproductive. But the work of those engaged in trans-

portation industries, though it produce no change of form, or

of name, of the goods which they handle, is a part of the
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work of their production. Until the goods have, not merely

the form, but the position, desired, their production is not

complete. Brick and stone, iron and wood, need to be placed

in position to produce a building, and the labour of convey-

ing them from the place of manufacture to the site of the

building is not less essential, to their finding their due places

in the building, than the labour of placing them in position

as parts of the building itself. In both cases it is a moving

of material to a place where it can serve a useful purpose.

Those who are engaged in the designing of the structure,

and in controlling the operations needed for its effective

construction, are also, obviously, productive, in so far as the

result could not be attained without their co-operation. The
aid in effectively carrying out such business operations,

which the designers, and those engaged in the transportation

and commercial operations needed for its completion, render,

is not the only indirect aid to the efficient performance of

the manual labour of construction. The maintenance of law

and order, of freedom from internal disturbance or foreign

aggression, is also an important contribution to all classes of

labour and enterprise. Administrative officials, and military

officers and men, thus contribute their quota to the industry

and commerce of the community. The degree in which the

members of the teaching profession fall within the same
category, though not equal for all, is sufficiently clear in

reference to them as a body to need no special comment.

In reference to those who render direct personal services,

including public singers, actors, and musicians, we are con-

cerned chiefly with the production of non-material satisfac-

tions. There seems no reason for classifying the writer of

romances, whose work is presented in the material form of a

book, as productive, and the musician, who affords a pleasure

at least as real when playing a musical instrument, as

unproductive, though the latter pleasure cannot be repeated

without the intervention of the musician, while the book can

be re-read as often as one desires. If, for any purpose, the

contrast between the producers of wealth in material or in

durable forms, and those whose productions are either non-

material or not durable, be required, it can be made without
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using the terms productive and unproductive in senses liable

to be misleading.

The productive energies of a community may be em-
ployed in providing for the immediate and direct satisfaction

of the wants of its members, or they may be partly devoted

to acquiring the means of providing for the anticipated

needs of the future. The resources of the community may
not be adequate for more than its most important needs, or

they may suffice for the provision of substantial comforts or

luxury, both present and future. It is clear that the lack of

necessaries must involve the cessation of supply of corre-

sponding service. The interpretation of the word "necessaries"

is not, however, uniform. It is sometimes used with reference

to the physiological requirements for the maintenance of life,

or of life and health. If any section or class in society fail

to acquire these necessaries, it is a simple matter of the

interpretation of the terms employed to conclude that that

section or class cannot maintain its existence without such

change, of numbers or of resources as will ensure at least the

necessaries of existence to those who compose the class or

section in question. But experience shows that no class or

people, however narrow its resources, devotes the whole of

those resources, in the most effective manner, to the provision

of the most essential goods and services. In practice, some
commodities are consumed which add nothing to the support

of physical life, even at the expense of stinting the supplies

of food, or of equally essential parts of the daily consumption.

Thus there are found numerous instances where money is

spent in providing showy outside garments, though such

expenditure compels an inadequate supply of warm under-

clothing, and even of food as well. The supply of resources

sufficient to provide for the physiological necessaries of

existence does not, therefore, ensure that these necessaries

are secured. Other goods often take precedence, and such

goods, which, by the habits of life and standards of conduct

of sections of the community, rank before physical necessaries,

are known as " conventional necessaries." A very apt ex-

pression of the practical distinction between the more and

less necessary expenditures has been given, in a definition
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which classed as necessaries those goods, the result of an

increased cost of which was a decreased expenditure on

other goods. Whether the resources at the disposal of

given classes or communities will suffice to maintain a high

order of physical and mental vigour or not, is only in part

dependent on the extent of those resources. It turns also

on the extent and nature of the conventional necessaries to

the provision of which a part of the available resources will

be devoted.

Just as the well-being of individuals is apt to suffer

from the neglect of what are sometimes referred to as real

necessaries, so may the welfare of a community suffer from

the devotion of an inadequate proportion of its resources to

the provision of food, shelter, and necessary clothing. Unless

luxurious waste be an indication of superabundant resources,

it must denote a want of balance in the various purposes to

which the available resources are applied.

In economic discussion, no word is more frequently

employed, no conception more essential, than that of value.

As used in ordinary discussion, value denotes either of two

different ideas. In one use it denotes the importance of

goods of a given description to the user of them. As we
shall see, this value-in-use, or utility, is not an unchanging

characteristic of goods, or even a uniform result of the relation

of goods to human wants.

The second use of the term value is to denote the power

to procure other things in exchange, which useful goods have

when they are not available in unlimited supply. Thus, the

possession of a sack of flour may be important from either,

or both, of the two points of view. To one person the

importance of the possession of the flour may lie in the

assurance thus afforded of a supply of food for himself, and
for any dependent on him. To another, its importance is

derived from the fact that it can be sold, and, from the

proceeds, a variety of useful or agreeable things be purchased.

In the one case it is a direct utility which is the measure of

the estimation in which the goods are held. In the other, it

is an indirect utility, or group of utilities, afforded by what is

obtained in exchange for the goods.
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It is best to employ the word value to designate the

latter aspect of the importance of commodities, and to

denote the former by the word utility or value-in-use. In

view of certain striking features of resemblance between the

two aspects of the property in question, it may be asked why
the word value is proposed to be restricted in its application

so as to refer to the latter case only, when used alone and

without qualification, expressed or implied in the context.

The reason is not far to seek. In the one case we are con-

cerned with an estimation which is personal, private, peculiar.

In the other, the private and personal features are obscured,

at any rate when the exchange of the goods is conducted in

an open market where many dealers meet. The peculiarities

of the individual estimation count for but little in the face

of many other estimates. The property we call value thus

comes to be based on something else than the idiosyncrasies

of the individual who happens to own the commodity whose

value is in question. Value may almost be said to denote

the public aspect of the quality which, in its private aspect,

we call utility. Another view of the relation between these

qualities is presented in the next chapter.

Reference to the discussion on the connotation of the word

wealth will show that it is applied to all goods which have

exchange value. Where utility is absent, exchange value is

nil, and the objects in question will not be wealth. If goods

have value in exchange, they must be capable of change of

ownership, and not be freely available in unlimited amount.

Thus wealth comprises goods which have value, or valuable

utilities. Economic studies deal with man's relation to

wealth as consumer and as producer. In modern life the

consumer of goods is not generally also their producer.

One fabricates, another uses. The maker gets his livelihood

by exchanging his products for other products. This

exchange is covered by a sale of the products for money,

and a purchase of articles for consumption out of the proceeds.

The fact of the exchange being one of product for product is

not altered by separating the transaction into two stages.

Exchange is the pivot on which all the rest of economic

organisation turns. The terms on which exchanges can be
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effected determine the distribution of the joint product of

many producers among these producers. In passing from

producer to consumer, therefore, goods are exchanged, and

the distribution of the value of the goods among the co-

operating producers is a result of the terms on which the

exchanges take place. Thus, in arranging the lines of

division which it is convenient to draw in a systematic study

of economics, the threefold division of production, distribution

and exchange, consumption, satisfactorily meets the needs of

the case. Each section must deal with conditions which

concern other sections, for the efficiency of production is

vitally affected by the degree of satisfaction realised in the

processes of distribution, and the ends which will be sought

in production are determined by the conditions of con-

sumption.

In prosecuting our enquiries into the nature of the con-

nections between different phases of economic activity, we

may adopt either or both of two methods. The one, known

as the historical or a posteriori method, sets out to discover

economic principles as exemplified in the records of the life

of peoples in the past, or as shown by a comparison of

the present-day facts of different communities. The other

method, known as the a priori method, endeavours to arrive

at economic principles by logical deduction irom well-

ascertained facts of human nature, considered in relation

to the environment within which the principles are to be

operative. The great complexity of the conditions con-

templated in any record of history renders it extremely

difficult to proceed with certainty by the mere examination

of facts. Facts teach nothing until they are arranged so as

to show some prevailing tendency. The mode of arrange-

ment must be determined on some principle or other, and

the best principles of arrangement which can be adopted are

indicated by careful study along a priori lines. Yet these

lines of study must be inadequate unless the basis of argument

is both judiciously and accurately selected. Reflection on

the most universal characteristics of humanity may supply

principles which can be utilised in a closer enquiry, as to the

extent of the validity of these principles and the operation
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of modifying influences, thus providing a broader basis on

which to push the a priori argument further. Fresh

guidance, for correction of the hypotheses of the argument so

as to bring them into accordance with actuality, may then be

sought in historical enquiry. Thus the two methods may,

and must, proceed hand in hand. They have done so to a

large extent. The method followed in the present volume

is mainly the a priori method, but the use of this method is

not meant to imply the neglect of the other. The broader

generalisations need constant qualification to adapt them

for application to special groups or conditions, and the

appropriate qualifications can only be discovered, in general,

by a study of various sets of facts. The frequent appeal to

statistics which is made by theoretic writers on economic

subjects, is an example of this reliance on historical methods

of enquiry, for the data of their arguments, or to provide

illustrations of the operation of the influences whose effects

they are discussing.

The data of economic arguments are comprised in three

principal groups of facts. First, the facts of physical nature,

such as those relating to the way in which the return to

effort expended in the cultivation of land varies with the

amount of effort devoted to any particular area. Secondly,

the facts of human nature, such as the mode and extent of

occurrence of self-regarding motives in economic action, and

of regard for members of the same family, tribe, nation,

trade, or profession ; the degree of enterprise, intelligence,

foresight, trustworthiness, caution, etc., displayed by any

economic group which is the subject of study. Thirdly,

such facts of social organisation as the nature of the rights of

property, laws relating to inheritance, bankruptcy, etc., which

prevail in the society which is the subject of study.

These different sets of facts are not related to economic

argument in quite the same way. The first group must be

accepted as practically unalterable, but the others are under-

going change in any particular community, though many of

them change but slowly, and some change the mode of their

manifestation rather than their real nature. In different com-

munities, the differences in the characters of the people, and
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in their customs and institutions, must be taken into account,

if we would judge rightly of the application of general

economic principles to their special circumstances.

In order to deal with the complex facts of actual life in

any satisfactory manner, it is generally advisable to deal with

them a few at a time, and thus obtain clearly defined prob-

lems for solution. This is especially necessary in the early

stages of economic analysis, before the habit has been formed

of keeping qualifying conditions in view, and making the

necessary allowances for their effect on the conclusions to

which we are led. A satisfactory examination of a part of

any problem of actual life, is likely to be preferable to an

unsatisfactory attempt to handle the confusing perplexities

of the complete problem. The latter may lead in an entirely

wrong direction, without satisfactory indications of the cause

and extent of error. The former may be wrong through

incompleteness, but the half truth it presents, being known
to be but a part of the truth, invites completion, and thereby

correction. In other branches of knowledge a similar pro-

cedure, in handling artificially simplified problems for the

purpose of learning the fundamental principles applicable to

such cases, is followed with advantage. When these funda-

mentals have been duly studied, the attention can be given

to more complex problems, more nearly representative of

real conditions, and thus, by the continued application of

the same method, the realities of experience may be handled

with some assurance. When directing our attention to

especially prominent features of industrial or other economic

problems, then, we shall proceed always as if the statement

of the case had included the phrase " other things being

equal," or an equivalent expression, unless the opposite be

distinctly stated.

The assumptions which generally underlie an economic

argument, that is the facts which are of sufficient universality

to be accepted as general data even when not specially

named, may be briefly indicated, so far as their general nature

is concerned. First comes the assumption that men desire

wealth and endeavour to secure it at as little cost to them-

selves as possible. In the business relations of men, at
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any rate, this principle cannot be denied. Whatever altruistic

motives may direct the spending of a man's income, in the

getting of it he is mainly dominated by self-regarding

motives. In accepting as a datum the prevalence of action

by each man directed to secure his own interests, it must be

observed that this is treated as a fact, not commended or the

opposite. We desire to investigate the tendencies of things

as we find them, and no greater mistake could be made than

to suppose that economics is a kind of gospel of selfishness.

Next come the recognition of the tendencies which lead to

the multiplication of the human species and the conditions

which limit the increase of numbers. The fact that the

extent and fertility of the earth are limited, and that increase

of energy devoted to the cultivation of the soil is not con-

tinuously repaid by a proportionate increase of product, is,

as has been mentioned, an important fact in its bearing on

numerous problems of social life. An assumption of very

great importance, the existence of which, as an assumption

in economic arguments, is so much taken for granted that it

is frequently overlooked, is that men are capable of judging

of the efficacy of means to an end, and that the easiest means

will be chosen to reach any desired end. This assumption

is as fundamental as the assumption of action from self-

regarding motives, and it need hardly be remarked that it is

not universally applicable in an absolute sense. If, however,

men are to be treated in our arguments as unreasoning and

unreflecting beings, neither caring nor knowing what results

flow from any particular action, it will be necessary to rely

on our knowledge of habits of action instead of arguing for

intelligent action, for habits change but slowly, and hence a

knowledge of the habits of the past forms a guide for the

future. The principle of the satiability of wants forms also

a practically universal datum in economic discussion. By
this is meant that when a man's supply of any commodity
increases, his desire for more decreases, and that he arrives

at a point where he prefers to apply any available resources

to procuring supplies of other commodities, rather than to

increase his supply of the particular commodity under con-

sideration. This is true of each class of goods in turn.
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Further, the existence of competition is, generally, also

assumed. By this is meant much more than can be briefly

expressed here, but it generally includes the assumption that

men are free to follow the course which commends itself to

them as most suited to their conditions and the ends at

which they aim. Artificial exclusion from industries or

occupations which they might be suited to enter, and

which they desire to follow, is inconsistent with the as-

sumption of free competition. In reference to this assump-

tion, as with some of those which precede it, it is known
not to be universally applicable, and it is consequently

recognised as necessary to endeavour to introduce, into

problems where it is markedly deficient, some allowance

for the lack of correspondence of some features of the

problem with this part of the general basis of argument.

In some cases the entire absence of competition, in some
part of the field surveyed, forms part of the data of the

problem.

Before proceeding to the discussion of the influences

which operate in determining the relative values of com-
modities and services, the conception of capital, and its

correlative income, must receive a brief consideration. The
idea of capital is associated with those parts and forms of

wealth which are used to secure future wealth rather than

present gratification. The appliances of production, tools,

materials, buildings, etc., form a prominent and characteristic

part of the capital of the community. The essential features

connected with the conception are that it embraces the

wealth used to produce or secure a future income. Now the

income may be a trade income, or a supply of goods secured

by the use of the capital in business operations ; or it may
be an income of personal satisfactions directly secured by
the actual use of the capital. Thus a yacht yields to its

owner an income which may take the form of the price

received for its hire, or may take the form of the gratifica-

tion derived from the use of a yacht by a yachtsman. The
gratifications are afforded as a direct income of utilities to

the owner of a private yacht ; analogous gratifications are

secured by the hirer of a similar yacht, but the owner
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receives a price for the hire, which we regard as the income

derived from ownership. In the latter case the yacht is

trade capital yielding an income in money ; in the former

case the yacht is performing similar services, but its owner

is the recipient of an income of direct utilities, and the yacht

would be classed as consumption capital. Narrower defini-

tions of capital have been used, which would exclude all

capital which is not trade capital, but to refuse to recognise

as capital things precisely similar in form and nature, and

similarly related to all concerned in enabling the utilities to

be procured by their use, introduces a too artificial line of

division. Some capital renders its income of services to its

owner ; other capital, rendering a like income of services,

renders them to others than the owner, and the owner derives

an income in money or its equivalent by affording to others

the opportunity of procuring that direct income of services.

In the light of this conception of capital, the controversies

as to the changes in the amount of capital which result from

changes of intention on the part of an owner of commodities,

the decision to turn them to the use of himself or family

alternating with the intention to use them for business

purposes, may be dismissed. There is no difficulty in

conceiving of variations in the proportion of the total

capital of any community which is devoted to trade, varia-

tions due to the whim or fancy of owners of portions of

the capital, though it was not a proposition readily accept-

able that the amount of capital in existence could so change

from moment to moment, now increasing, now decreasing,

while no change occurred in the actual commodities

existing.

Some goods, by their nature, will generally form part of

trade capital, others form trade capital or consumption

capital according to circumstances. Thus a piano, or even

the whole furniture, including ornaments, pictures, etc., of

a house, may be hired as a business transaction, and the firms

which keep such goods for hire hold them as trade capital.

For a majority of people, however, household effects are

owned by their users, and it is not customary to think of

them as capital. Yet they form as real a part of the equip-
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ment of the community for the service of its members in the

one case as in the other. If this view of capital be pushed

to its extreme, it will make the definition embrace all pro-

duced wealth not yet consumed, even though it take a form

of little durability and the act of consumption be in pro-

gress. Thus the food on the table at a family dinner

would be included. But may it not be asked when food

handled by the staff of a hotel ceases to be capital?

Even here, then, the difference lies in the ownership during

the last stages of preparation for use, rather than in the

nature of the goods. Thus the application of the term

capital in this case is less strained than appears at the first

glance.

The relation of land to capital calls for consideration.

The form of definition frequently adopted for capital describes

it as the product of past labour. Thus land is excluded,

since, in its essentials, it is a gift of nature, not the product

of labour. From the point of view of individual producers,

however, land is commonly looked on as part of capital.

They have exchanged, in many cases, the ownership of other

valuable goods for the right of ownership of the land.

Frequently, too, the services which the land can render are

due rather to the labour spent in modifying its natural con-

dition than to other causes, and form but a modest reward

for that labour. In the shape of improvements capital gets

bound up with land, but, generally speaking, the capital

which is associated with any particular piece of land can be

either increased or decreased at will. The land is provided

by nature. It can be made more accessible by man's efforts,

or more capable of bearing crops, or otherwise aiding man's

work as a building site. Its amount cannot, however, be

increased or decreased by human effort, and some of its most
essential characteristics are beyond the control of man to

modify or destroy. Hence land does stand in a different

category from capital when looked at from the point of view

of the community. To the individual it appears as a par-

ticular productive instrument, and whether it owe its power of

rendering service to human labour or to nature, is practically

a matter of indifference. Its qualities, rather than how those
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qualities came into existence, are the matter of importance.

It will be seen later that the fact that land is not a produced

good, though it may be an appropriated good, makes it

typical of specially important conditions in the theory of

distribution.



CHAPTER II

DEMAND AND VALUE

THE interest of modern economics centres about the

problem of value. What are the fundamental causes

of value in commodities ? Why is the value of one com-

modity great, that of another small ? How can changes in

the value of a commodity be explained ? The answers to

these questions will provide us with the key to the distribu-

tion of wealth among the classes of persons whose co-opera-

tion is necessary for its production. The consumer is guided

in his selection of goods for his use by a consideration of the

values which he finds placed on the different goods that can

serve his ends. His judgment of the comparative relation,

of the serviceability of the goods for those ends, and the

values of those goods, must affect his choice of goods for

consumption, if that choice is made deliberately and intelli-

gently. If it be made as the result of habit, the habit reflects,

in all probability, a comparison of this kind, either by the

consumer himself, or by the class or community to which he

belongs, though the habit may persist when changes in value,

or in the serviceability of commodities, have created a

situation which would no longer justify the deliberate

selection of the goods as means to achieve the ends in

view.

The producer, too, is under the control of the values of

commodities. He will desire to direct his efforts so as to

realise as great a value for his produce as possible. In

selecting the goods to produce, and the means of production

to be employed, attention must constantly be given to the

amount of value which his output may be expected to have,

and to the amounts of the values of the goods and services
20
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which must be consumed in its production. With an isolated

individual, or self-contained household, the aspect of value

which influences action is the serviceability of goods, their

utility to the producing individual or household. In modern

developed communities, the greater part of the productive

effort is directed to the production of goods for exchange,

and only the minor part, sometimes a very small part indeed,

is devoted to providing for needs directly. In regard to this

latter part, the consideration of importance in reference to

what is produced is, as with the isolated individual, its utility

rather than exchange value. In devoting attention to ex-

change value, then, that aspect of value which calls for most

consideration is selected, while the fact that another aspect

may have importance in particular connections is not ignored.

Considerations relating to value are, then, of fundamental

importance in the fields of production, of distribution, and of

consumption and value therefore claims the most careful

attention of the student.

First, it is to be noted that value is not a property of

commodities in any absolute sense. Value arises in virtue

of the relation of commodities to persons. As needs change,

both the absolute and relative importance of commodities

will vary, and their values will be modified accordingly.

Thus furs and fires have a very different degree of import-

ance in summer and winter, in the tropics and in arctic or

sub-arctic regions.

Let us develop this conception of changing degrees of

importance possessed by identical commodities as a result

of changed needs. For economic purposes, perhaps the

most important illustration of this principle is found in the

decrease of importance which we assign to further supplies

of a commodity as the result of having already acquired

enough of it to satisfy our ordinary requirements. This

decrease is progressive and continuous in the vast majority

of cases. The more we already have of a thing, the less

eager are we for more of that thing. Our most pressing

needs for it arc, naturally, satisfied while we are still not

supplied with enough to gratify every desire which the

possession or use of the commodity could gratify. But the
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urgency of the desires left unsatisfied grows less as increase

of supplies enables us to meet the progressively diminishing

cravings for the satisfactions which the commodity can

render. If we designate the least urgent of the desires

which can be satisfied with any given amount of the

commodity " the marginal desire," we can enunciate the

principle that the intensity of the marginal desire for the

commodity decreases as the supply of the commodity
increases. The principle is otherwise phrased thus : The
marginal utility of a commodity decreases as its supply

increases.

If we consider, not one person, whose cravings are

gradually satiated, but a group or community, the application

of the principle is not less general, though some exception

may be taken to the form in which it is expressed. The
direct comparison of the urgency of the needs of different

persons for any commodity is not feasible. We can only

compare the offers made by different persons for additional

supplies of a commodity. The amounts offered by different

persons are affected, not only by differences in intensity of

desire for the commodity, but also by differences in the

amounts of other goods which they possess, and can offer in

expression of their desires. Expressed in terms of money,

such offers are known as " demand prices," and the principle

previously enunciated takes the form : The marginal demand
price of a commodity decreases as the amount already

supplied increases.

It should be remarked at once that this phrase has no
reference to changes which result from lapse of time. Lapse
of time is, indeed, associated with change in the kind and
amount of consumption desired by a person or community.

But such changes, so far as they result from changes in the

disposition of the person or community, are not here in

contemplation. The statement is merely that, the needs

for, and capacities for appreciation of, the different supplies

of the commodity which can be conceived of, being what they

are, the greater the actual supply, the less the marginal

demand price, that is, the less the urgency of desire for

further supplies.
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Accepting marginal demand price as an index of

marginal utility, this principle is often referred to as the

principle of diminishing utility. As above stated, it is of

extremely general applicability. The exceptions may, how-

ever, be deemed to require at least a passing reference.

We shall refer to three different classes of exception.

The first is not, in reality, an exception as the principle

has been enunciated, and not a universal exception however

the principle be regarded. It is the case, not of desire for

one particular commodity, but for wealth in general, and for

money as the means of procuring all other commodities.

With some persons, and in some stages of the accumulation

of individual wealth, it is observed to be the case that the

appetite grows by what it feeds on. In a vast majority of

cases, however, even if we regard wealth in general instead

of some one particular commodity, it may be laid down
that the more urgent wants are first satisfied, and that,

therefore, additions to wealth could only be applied to the

satisfaction of wants less imperious than those already

satisfied. In so far as this is true, the marginal utility of

wealth, and not merely of any one form of wealth, may be

said to decrease as its supply increases.

The second case may be illustrated by the victim of

alcoholism, whose craving for more stimulant often grows as

he gratifies it.

The third case has as type the collector, whose desire

to acquire any further extant specimens of things of which

his collection already possesses examples, may become by

so much the more intense as his collection approaches

exhaustiveness. This case, again, is quite usually not

strictly an exception to the principle laid down, as the

desired specimens are often not identical copies of one

article, but examples of a class. It may be admitted,

however, as an exception to the general rule.

There appear, further, to be some cases where, until the

supply has reached a, more or less definite, considerable

amount, desire for more grows with the supply, but a relative

satiety is attained at last, and further supplies, even if afford-

ing additional satisfaction, afford it in diminishing degree.
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It is to be noted that satiety, in the true sense of that

term, is not attained so long as any additional satisfaction is

derived from further supplies. When the point is reached

where further supplies are indifferent, neither affording added

satisfaction, nor diminishing the gratification already secured

from previous supplies, the consumer may be said to be

satiated. He desires no more, but has no economic motive

for getting rid gratuitously of any part of his actual supply.

Reference is often made to satiety when a very different

condition is really meant. On account of the decreasing

serviceability of continual additions to the supply of any one

commodity, it will constantly happen that more of some
other commodity will be preferred to more of the one in

question. Variety will be preferred to mere increase of

goods of the same kind. This point of preference for other

goods is not really a point of satiety, even though no further

desire for the original class of goods be manifested till a

large amount of other goods has been secured. At best it

could be designated a point of relative satiety. It is

certainly not to be called absolute satiety so long as any
further satisfaction accrues from added supplies, as stated

above.

The infinite variety of human wants is a feature worth

special notice, and has often been a subject of comment.
Rarely are goods consumed to the point of absolute satiety.

Before that is reached, the means available for procuring the

supplies which would bring satiation, are directed to pro-

curing the means of gratifying some other taste or need.

Attention has been given by several writers to the order in

which wants thus secure attention. Food, clothing, and
shelter are the most imperative needs of human existence,

but no very great amount of means need be expended to

avert fear of suffering from sheer hunger or nakedness. In

respect of variety, however, desire for food and clothing is

very expansive, and both of these, as well as shelter, account

for large expenditures where the desire to procure distinction

affects the amount and kind of expenditure as well as the

simple needs for life-preservation. Apart, too, from the

desire for distinction, as the result of conspicuous consumption
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of highly valuable goods, superior qualities of goods afford

higher gratification than inferior qualities, and expenditure

on food and clothing is capable of expansion, far beyond the

limits provided by the sheer needs for existence, in procuring

the satisfactions afforded by the consumption of superior

qualities of food and clothing. The satisfaction of the more
imperative cravings having been assured, the development
of tastes of an aesthetic or intellectual character becomes
possible. In affording gratification to these tastes, satiety is

approached much more slowly than in the case of the

elementary cravings, of hunger and the like. It thus appears

to be in accordance with experience, that the more we have

the more we want. Yet the sense in which this is true is

not such as to negative the validity of the principle of

diminishing utility, which may be expressed in a phrase

corresponding to the one just used as follows : The more we
have of any particular commodity, the less we desire to have

more of that same commodity.

The statement of the demand for any given commodity,
whether the demand of an individual or that of a community,
cannot be considered to be satisfactorily expressed by a mere
record of the amount of commodity demanded at some one

price, even though the price in question be that prevailing at

the time to which the statement refers. A complete know-
ledge of the demand requires, in addition to this particular

" marginal demand price" corresponding to a stated quantity

demanded at that price, further information as to the amounts
demanded at each and every one of a series of prices

sufficiently extensive to cover all probable changes which
might supervene, even if it be not exhaustive, covering

absolutely all possible prices. A tabulation of a sufficient

number of prices, and corresponding quantities demanded,
may suffice to indicate the direction, and approximate extent,

of variation from these in the intervals between consecutive

items in such a tabulation, since for practical purposes tables

must be limited in extent.

Such a record will reveal, among other interesting

features, the noteworthy fact that, in general, the increases

in the amount demanded do not maintain a constant pro-
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portion to the corresponding changes of marginal demand
price. When prices are high, and the demand, as measured

by amount of commodity demanded, is small, a considerable

fall of price is needed to cause a moderate growth in amount
demanded. When prices fall to a low level, large increases

of amount demanded are commonly consequent on quite

moderate reductions of price, from any figure selected for

purposes of making such a comparison. This proportion of

growth in demand to fall in price is designated " elasticity of

demand." If a fraction be formed, whose numerator is the

proportionate (or percentage) increase in amount demanded,

the denominator being the corresponding proportionate

(percentage) fall in price, this fraction will measure the

elasticity of demand over the range of the movement
considered, and if the record apply to quite small changes,

the corresponding fraction measures the elasticity of demand
at the point selected as point of departure for the changes.

As stated, in general, elasticity of demand is great when
prices are low, but it may not always be small when prices

are high. It may reach a minimum figure at some inter-

mediate price-level, and again become great at high prices.

For strictly luxurious expenditures the change from small

elasticity of demand to great elasticity is a familiar fact.

Fruits out of their natural season, forced to ripen at great

expense by artificial means, are practically consumed only by
the rich, and the extent of their consumption is not greatly

increased by considerable reductions in price. Such fruits as

are produced in great quantities at certain seasons, and are

then sold at a low price, experience great elasticity of

demand at such prices. Once brought within the range of

expenditure of the masses of the people, the appetite of these

masses is not readily satiated, and their demand is greatly

stimulated by reductions of price, which, small in themselves,

are considerable in their proportion to the price of the

commodity, more considerable in their effect on the willing-

ness of many to purchase largely. At prices which are low

relatively to the means of even the poorer classes, goods

which manifest a great elasticity of demand at moderate

prices show a demand which has again become inelastic,
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approaching complete satiety. So far as the wealthy classes

are concerned, their share in the demand for fruit, when it

has reached prices within the reach of the masses, is inelastic.

Short of such prices they habitually consume nearly as much
as they would care to consume even if the price fell to zero,

and hence further reductions of price do not stimulate to

increased consumption among them. This corresponds

strictly to the above statement as to goods whose price is

low relative to the means of the poorer classes.

A question which presents itself in this connection is

whether the importance of the satisfactions, afforded by the

consumption of a given amount of a commodity, is modified

by the fact that, in addition to that amount, a considerable

additional quantity is actually consumed, affording satis-

factions to wants of a less degree of imperiousness. It is a

position not easy to realise clearly. Yet occasions arise

when actual experience suggests a negative answer to the

question. Take as example the anthracite coal strike of

1902 in the United States. The price of coal rose to fully

double the ordinary figure in many places, and a great many
people realised that the satisfactions, ordinarily purchased at

a given price, were really important enough to induce giving

the double of that price in order to secure the means of

satisfaction. Uses of coal which afforded lower degrees of

satisfaction were restricted, and those who could not afford

to pay the extravagant prices demanded for hard coal, i.e.

those whose demand, expressed in terms of money, fell short

of ruling prices, had to go unsatisfied, and to do as best they

could to attain by some other means the ends usually

attained by burning hard coal. Under such circumstances,

we realise that the importance of the services rendered by a

certain supply of a commodity is not to be measured by
the price paid when the supply secured is larger than this.

The series of marginal-demand-prices, corresponding to

all the varied possible scales of supply, register, in fact,

the utility of the marginal supply for each such scale of

supply, and that utility is secured even when it becomes
unnecessary to pay the full price to which we should be

prepared to submit rather than abandon the particular use
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served by that marginal supply. If we, then, take the series

of marginal-demand-prices corresponding to supplies of i, 2,

3 . . . units of commodity, and add them all together, the

sum may be taken to express the total services rendered by
the whole supply, though each and every unit is secured at a

sacrifice corresponding to the utility of the marginal, or final,

unit of the supply. The summation thus effected gives us a

measure of the total utility of the actual supply of the com-
modity. If, when in restricted supply, the commodity has

a large marginal utility, its total utility when in plentiful

supply will be correspondingly large, though its marginal

utility be then quite small. Our ordinary index of the

importance of a commodity is its price, which registers its

marginal utility. There is a consciousness that such an
index of the importance of very many commodities is

inadequate, and it is considered anomalous that some of the

things of greatest necessity bear very low prices. It is

suggested that this proves price to be an unsatisfactory

measure of utility, and that the word value is misapplied

when used in reference to the low price of goods of

inestimable importance. The consideration that it is the

total utility of a commodity which is the indication of its

importance to those who use it, while goods, some supply of

which is indispensable, may exist in such abundance that

a portion of that abundance can reasonably be applied to

unimportant purposes, and that the least important of the

purposes to which it is actually applied is the determinant of

what consumers are willing to give for it, may suffice to

explain the apparent anomaly.

In fact, when reference is made to the utility of a com-
modity, whether the term utility or value be used to denote

the quality, it is not generally the specific utility of some
particular part of the supply which is intended. No dis-

tinction is drawn between the utilities of different parts of

the supply in such a reference. If we are informed as to the

quantity of commodity available, we can connect the value in

exchange with that particular grade in the diminishing scale

of utility which we have called the marginal utility. What
is the lowest grade of utility which secures satisfaction out of
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the available supply ? What is the highest grade of utility

which fails to get satisfaction because of too keen com-
petition for a limited supply? The value in exchange of the

commodity is too great for the latter, but not too great for

the former. If the grades of utility do not differ from each

other by considerable amounts, the two limits named will be

not far from identical. The measure of the exchange value

is, then, the utility which is on the margin of not being

realised, or the marginal utility.

When this marginal utility is small, the value in exchange
is small, however great the total utility of the commodity.
The more nearly our supplies of any commodity approach

the amount required for satiety, the smaller the marginal

utility, and the value in exchange to which it corresponds.

Thus, the more completely the resources of society are made
available for our well-being, the smaller is the measure of the

wealth they represent. If all our wants were supplied freely,

we could count none of the supplies among our wealth,

though, in a certain sense, our well-being would be far more
effectively secured than now. The increase of well-being is

certainly not inconsistent with a decrease of the exchange
value of the goods we enjoy. Yet the study of the sources

and modes of creation of wealth retains great importance.

It is very far from being true that decrease of wealth is

necessarily associated with increase of well-being. To have

a share in a large aggregate of wealth will generally enable

more wants to be satisfied than to have an equal pro-

portionate share in a smaller aggregate. It is, further, of no
small importance to note that, in those lands where a

minimum of effort suffices to procure natural products

sufficient for the simplest needs of existence, the supply of

the means of meeting the more complex needs has not,

generally, reached a high level of abundance. Man is

induced to do little except under the stress of necessity, but
the development of his capacities, under that stress, puts him
in a position to command more that is worth having than
falls to him when the lavishness of nature encourages
indolence.

Changes in the demand for a commodity, as that phrase
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is ordinarily used, may be of either of two entirely dis-

tinct varieties. A fall of the price enables some demands
to become effective, which had not been so previous to the

fall, and leads to a larger quantity being called for ; a rise

of price destroys the effectiveness of some part of the

demand, prevents those desires for the commodity, which are

keen enough to lead to its purchase at the old price, but not

sufficiently keen to outweigh the raised price, from attaining

satisfaction, thus diminishing the amount demanded. The
general appreciation of the services which the commodity
can render may, meanwhile, remain unchanged ; that is to

say, the state of demand may be really unaltered while the

amount demanded responds to changes of price quotations.

Price-change, in fact, leads to extension or restriction of the

amount demanded, or, as is commonly said, of the demand,

though this phraseology does not really describe the true

nature of what is occurring.

Real changes of demand occur when the consumers of

a commodity, regarded as a group, experience a change in

their appreciation of the serviceability of the commodity.

If this change be an increase, any specified price will evoke

a demand for a larger quantity than before the change,

while a higher price will be able to be exacted without

decreasing the amount demanded. Should the change be

of the opposite description, namely a decreased appreciation

of the commodity, any particular price will not call forth a

demand for so much as before of the goods, and, for any
specified amount to be disposed of, a lower price than before

the change will need to be fixed to ensure that the whole of

that amount will be demanded.

The first-named class of change merely deals with how
large a portion of the would-be consumers may become
actual consumers, the latter kind of change implies that the

consuming group has undergone a change of constitution, or

that a change in its tastes or habits has taken place. In the

former case there is not assumed to be any change in the

marginal utility of any given amount of supply, though a

change in the amount of the supply is contemplated ; in the

latter case there is contemplated a change in the marginal
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utility of each and every amount supplied. The two kinds

of change are quite distinct in nature, and are worth dis-

tinguishing in discussing the problems which are presented

for consideration in practice. The one kind of change may
occur simultaneously with the other, and often does so, but

confusion is likely to arise if the explanation of observed

facts be sought in a reference to one of these causes of change

alone, especially if the other cause should happen to have

been the more important in the actual case presented.



CHAPTER III

EXCHANGE AND MARKETS

IN the preceding chapter, attention was directed to the

relation between the valuation of each unit of a com-

modity by its owner and the supply of the commodity at

his disposal, as also to the resulting differences in the

relative valuation of different commodities, according to the

relation existing between the supply of each and the pur-

poses which can be served by its use. The comparison of

the marginal utilities which the different commodities pos-

sess is the basis of their relative valuation. But these are

comparisons made by each person between the different

parts of his stock of wealth. The valuations made, by

different persons, of the same goods, will not be of necessity

the same, since they depend on the relation between the

supply each has and his capacity for appreciating the

services or satisfactions which the use or ownership of the

goods can procure. Different individuals, if in possession of

precisely equal supplies of the same kinds of goods, would

not necessarily make the same comparative valuations of the

goods. Before proceeding to consider how this is likely to

affect the production of goods, we may usefully examine the

results which may flow from exchange, apart from the causes

which affect the supplies of goods which are at the disposal

of various persons.

Let us suppose that two boys have been allowed to gather

fruit for themselves ; the one, A, having secured apples, the

other, B, plums. They carry off their spoil and proceed to

an exchange, with more or less of businesslike bargaining.

At first, each having an abundant supply, they are not very

careful of the terms of exchange, and an apple exchanges for
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five plums. At this rate, suppose three apples to be given

for fifteen plums. This exchange appreciably diminishes

the store which each has of the fruit he gathered, and, at

the same time, diminishes the eagerness to obtain some of

the other kind. Perhaps, at the start, A would have been

willing to accept two plums for an apple, while B would have

been willing to give as many as twelve in order to procure

an apple. When B has procured three apples, he no longer

cares so much to have more that he would give twelve plums

for another apple, but would be quite ready to give nine

each for one or two more. A, however, has secured a fair

supply of plums, and does not care to accept for further

apples fewer than six plums each. A new rate of seven plums

for an apple presents advantage to both, and two more

apples may change hands at this rate. After this, B does

not care for more apples at any rate less than eight plums

for an apple, but, if A wishes for more plums at this rate, one

more apple may be exchanged for eight plums. B has now
six apples, and his store of plums has been seriously dimin-

ished. He will not give more than seven plums at the most

for even one more apple. A has thirty-seven plums, and his

apples are fewer by six than at the start. He may have had

a dozen in all, while B had, say, sixty plums. A will not

part with any further apples at a less rate than ten plums

for an apple. Further exchange is, therefore, out of the

question. The marginal utility of apples has risen for A,

while that of plums has fallen, and vice versci for B. For

each, the marginal utility of the purchased fruit, which

started by being high, and that of his own stock, which was

low at first, have become approximately equal. It is to be

remarked that no comparison is made between the utilities

of either fruit to the two boys, but only between the utilities

of the two fruits to A and to B respectively.

This exchange might have proceeded differently if,

instead of beginning at a rate of five to one it had begun

at a rate of, say, twenty-five plums for three apples. At
this rate, suppose an exchange of three apples to be

made. After this exchange, A may be willing to take

more plums at any rate not less than five for an apple,

3
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and B not willing to accept apples at any rate exceeding

seven plums for an apple. Agreeing to exchange at six

to one, two more apples are exchanged, and then neither

is willing to exchange more at any rate which the other

will accept.

The results of the two series of bargains differ, and the

difference is due to the different rate established at the

opening, itself due to the differences in bargaining capacity,

which, in the first case, was supposed to give the advantage

to B, in the second to A. This advantage is a relative

advantage, meaning that the actual exchange approaches

more closely to the limit beyond which one will not go

than to the corresponding limit of the other. The bargainer

who only gets nearly the least he would accept is the one

who gets least relative advantage. Thus, when A would

take anything beyond a two to one rate, B would yield

anything not exceeding twelve to one. A five to one rate

favours B more than A, a twenty-five to three rate favours

A more than B.

There is some one rate which differs from all others, in

the fact that, when all exchanges have been made which

both bargainers are willing to make at that rate, there is

no other rate at which they are willing to make any further

exchanges. If they can hit on this rate at the outset, it

will be the rate which holds till they cease exchanges.

Thus, if an initial rate of seven to one had been established,

it is possible that five apples would be exchanged at this

rate, and that, then, A would want more than seven plums

for another apple, while B would not give as many as seven

plums for another apple.

There is a definiteness and finality about this rate which

does not belong to any such tentative rates as may by
chance be established in the way suggested above. So
long as there are but two individuals concerned in the

bargaining, and attention is paid to the momentary craving

of each for a share of the goods possessed by the other, such

rates are liable to be established. The more carefully the

whole situation is weighed, the more complete the knowledge

each possesses of the disposition and resources of the other
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party to the bargain, the more likely is it that the trade

will open at the one rate which will hold so long as any

trading remains mutually advantageous.

When the bargainers are not alone, but each forms part

of a group, with varied desires and unequal resources, such

tentative rates of exchange may also be set up. The
individuals most anxious to effect a bargain may start the

exchanges, and when they have finished, some of those

remaining may have to be induced, by some modification

of the rate of exchange, to part with some of their store.

But if, before any rate is established, the dealers, as we
may now call them, make themselves acquainted with the

general supply of goods available for exchange by each

side, there is a good deal of probability that the rate at

which trade is opened will be that which will hold till the

close. Those anxious not to lose a chance of disposing

of their goods will be restrained from accepting terms of

too little advantage, when they have discovered that their

refusal of these terms is not very likely to lose them the

trade. Thus, a difference between casual exchange between

two individuals and the exchanges in a market, where many
traders are gathered, is that a definite rate of exchange, the

rate to which special attention was directed above, is more
likely to be established in the market than in the case of

casual exchange.

A market is established wherever a number of dealers

in the same commodity are brought together. The gathering

in one place is not essential, for the purposes such a

gathering serves can nowadays be accomplished, in a large

degree, by use of modern methods of communication, the

post, telegraph and telephone, or even by means of the

press, more particularly by trade newspapers. The gathering

in one place serves very largely to establish quick and
effective intercommunication between different traders.

Each can acquaint himself with the rates at which others

are dealing, and can guide his own actions thereby. But
these items of information can now be supplied without the

necessity for having the actual presence of the traders at

the same spot. To that extent, therefore, traders may form
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part of the market though not physically present at a point

where other traders are gathered.

The organisation of a market can easily be seen to

operate in the direction of establishing definite rates of

exchange for the goods dealt in, rates which apply to all

those trading in the market. The weak trader is supported

by the knowledge of the rates at which others are doing

business, if those others are stronger than himself, that is,

holding out for a higher valuation of the goods they offer,

a lower valuation of those which they propose to acquire.

If the general state of the dealers is one of weakness, the

few strong dealers will have little opportunity of pushing

their advantage. Their skill in bargaining will not avail

much if competitors are so weak, that the dealers on the

other side can secure what they desire without needing to

trouble these strong holders. Thus, the mere association of

numerous dealers tends to the avoidance of extreme rates,

though these might be acceptable to some of the traders.

The example selected for discussion was selected for the

purpose of bringing into prominence only the influences on

rates of exchange which depend on the varying amounts

of the supplies of the goods entering into an exchange.

Reference to the way in which the supplies were acquired,

or might be renewed, were purposely excluded. But, in

actual practice, these conditions are also of importance.

Let us vary our illustration so as to bring out this feature.

We revert to individual exchange under primitive conditions.

Suppose a fisherman and a hunter to meet after a day's work,

and to make an exchange of part of their produce. The
rate of exchange will be dictated by considerations of the

desire of each for the goods of the other and of the supply of

his own product which may remain to him after the ex-

change. So far, the same ideas as in the former illustration

will apply. But this encounter between fisherman and

hunter may not be casual and exceptional. It may be

repeated at more or less regular and frequent intervals. In

that case, another consideration will influence the terms of

exchange. The hunter will not regularly accept, for his

game, what he conceives to be too scanty a proportion of
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fish. His judgment of what is a fair bargain will be

influenced by the average results of a day's or a week's work

on the part of himself and the fisherman. If he be able to

fish as well as the fisherman, he will be inclined to refuse to

accept less than an average day's catch of fish in exchange

for an average day's supply of meat. If he give heed to his

greater skill as hunter, and the fisherman's greater skill in

his occupation, he may set his limit at the amount of fish he

could hope to secure, if he varied his diet by varying his

exertions instead of by means of an exchange of products

with his neighbour. The fisherman would have a similar

limit, and thus the range of possible rates of exchange,

which considerations of utility might permit, would be

subject to such limitation as corresponded to the relative

abilities of the exchangers in their own occupation, and in

that of those with whom they effected exchanges.

When, in place of two individuals, we consider whole

communities, this side of the problem gains in interest. The
limiting rates of exchange are not now concerned with the

efficiency of a hunter when he goes fishing occasionally, but

with the division of the working force of each community
between the various occupations open to its members. If,

on the whole, a week's work of a tailor exchange for more
than a week's work of a bootmaker, though bootmakers will

not take to making clothes as an alternative to continuous

work at boots, there will be a diversion of supplies of labour

from the one trade to the other. Some decrease of numbers
of lads learning to make boots, and an increase of those

learning to make coats, will result. A limit to the rates of

exchange of products of work will not be the comparative

output of the skilled tailor as tailor and as bootmaker. The
output as bootmaker might well be small, since the proper

training would have been lacking. The limit is rather

afforded by the output as tailor of a skilled tailor and as

bootmaker of a skilled bootmaker. The effective diversion

of labour from one trade to the other, made as above

described, enables us to regard the labour-energy of the

community as applicable to the two trades, in such pro-

portions as seems desirable in view of the demand for the
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products, but so that we may treat the comparative results

as if they were the results of alternative applications of the

same labour-power, aided by the necessary machines, etc.,

required to give effect to labour.

The development of the subject in relation to the values

of products as to which an exchange can be fairly readily

effected, between the industries concerned, of the labour and

capital engaged in their production, will be taken up in the

following chapter.

When the readjustment of the productive facilities

between different industries cannot be made, the final

adjustment of exchange values, though by no means in-

dependent of the conditions of supply, and of the variations

in these conditions which may be induced by changes in

the values, is more immediately dependent on the play of

reciprocal demand. The transference of a part of the

producing forces from the one industry to the other being

blocked, the conditions of supply in each industry are only

affected by the conditions of the other industry through the

greater or less abundance of the products of that other

industry which are available for exchange against its own.

This case has a special application in reference to inter-

national trade, and it will be taken up again in that

connection. It has no small importance in regard to

domestic industry, however, especially in reference to the

exchange of the products of groups of workers between

which there is no direct or indirect exchange of producing

forces. Thus the hand-workers and the brain-workers are, to

a considerable extent, separate groups in this sense. The
selection of an industry for a youth entering on life depends

on his faculties, and while a choice between different manual

trades may be possible for one, a choice between different

employments of the soft-handed type for another, the choice

between hard-handed and soft-handed trades is only possible

for the same individual in a limited degree. Thus the

supplies of producing energy in these different groups are

largely independent of one another, and the rates of ex-

change of their products are more obviously and directly

dependent on the conditions of reciprocal demand, than
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on these as modified by reciprocal adjustments of

supply.

The problem of the distribution of the product of

industry, between owners of capital, land, labour, and

directing power, is thus somewhat more closely related to

the problem of relative values in international trade, than to

that of the relative values of the products of different

industries in domestic trade, where the free flow of producing

powers between industry and industry can be accepted as

approximately realised.

Let us return to the question of market organisation as

affecting the determination of values. In practice, the

exchange of product for product does not take place directly.

Each product is valued in terms of a common unit of values
;

the values are expressed as prices. This again facilitates

the arrival at a uniform basis of exchanges, a rate governing

all the exchanges of the dealers whose association forms the

market in question. The variation of the utility with the

supply of each of the products, exchanged the one for the

other, was seen to be important in arriving at a basis of

exchange. When sales and purchases for money replace

direct barter, the attention can be confined to the variations

of the utility of one commodity only, the marginal utility of

the money, either to purchaser or to seller, being treated as

unaffected by the extent of exchanges accomplished. This

simplifies the problem, and facilitates the determination of

the rate of exchange, that is, in this case, the price, which

will equate demand and supply in the market.

Markets are, for some commodities, necessarily local.

For others they may, effectively, extend to very distant

places, and, further, supply and demand may be adjusted to

the circumstances of the immediate present, or to those of a

period of some duration. Commodities which are perishable

need to be disposed of within a period of time, and for use

within distances, governed by the perishability. Further,

some commodities need to be made to satisfy the fancy of

the buyer, and such fancies may be peculiar, so that the

goods can only be marketed where the user of them is. No
world-wide market can exist for personal services, for
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example, and houses must be built on the spot where they

are to be used. The limitations of marketability are not

permanent and unchanging, even in reference to very

perishable goods. The adoption of modern cold-storage

devices has enabled fruit, meat, and dairy products to be

supplied at great distances from their places of production,

and thus enlarged the scope of the markets for these goods.

The nature of the goods dealt in, too, influences the

extent and perfection of organisation of the markets for

dealing in them. Some goods must be examined by the

buyer before purchase, other goods can be bought and sold

by samples, the sample sufficing to show precisely what

kind and quality of goods are being bought. In other cases,

a classification or grading of the goods can be made, as in

the case of wheat, which is dealt in both by sample and by

reference to standards of quality expressed by recognised

descriptions or numberings of the different qualities. This

dealing in a commodity, not present at the time and place

of sale, reaches its greatest perfection in the markets for

bonds of governments and shares of industrial companies

and the like, known as stock exchange securities. Different

bonds of the same issue are practically identical for most, if

not for all, purposes. Consequently, dealers may buy and

sell these, with absolute certainty as to what is being bought

and sold, even though the certificates are a long distance

away.

When goods can thus be accurately described, and cost

little to transfer from place to place, suffering no deteriora-

tion from keeping, the dealers in many far distant places

form practically one market. The telegraph supplies in-

formation as to conditions in all parts of the market, and,

this essential condition being fulfilled, all the dealers are in

effective competition with each other.

When the knowledge of every dealer, of the supplies,

and of the prices at which transactions in the goods he

deals in are effected, is exact and complete, he will neither

give more nor accept less than any other dealer in the same

goods, allowance being made for any costs of transport from

place to place. Thus, where a complete market organisa-
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tion exists, there can be but one price for the same goods

throughout the market at any moment, allowance being

made for cost of transport when necessary. In the degree

in which the nature of the goods, or the extent of the

dealings which take place in them, render the organisation

of the market for them less effective, this uniformity of price

may not exist, and arguments, in which the assumption of

such uniformity forms an important feature, need to be

examined, in order to make such allowance as the case

demands for irregularity of price.



CHAPTER IV

SUPPLY AND VALUE

HAVING examined the general nature of the conditions

of demand for any particular commodity, we must

now give some attention to the conditions which affect the

supply. When the supply of a commodity is limited, and

the commodity thus in limited supply possesses utility, the

grade of utility which, with all higher grades, secures satis-

faction, is less or more important according as the supply is

less or more limited. Whatever influences the degree of

limitation of supply must necessarily influence the amount

of the marginal utility, that is to say, must influence the

exchange value of the commodity.

Supply may be limited for three reasons at least. The
actual amount of the commodity in existence may be beyond

the influence of all human efforts, an amount to be accepted

as a fact. The amount existing may be capable of ex-

pansion, but the supplies may be under the control of

persons who find a profit in imposing a limitation on the

amount made available for consumers. But though neither

of these limitations exist, the increase of supply may involve

considerable expenditure of effort, and in that case the supply

will only be enlarged if it be worth while to undertake the

necessary expenses involved in procuring an increase of

supply.

As to the first case, the conditions are simple. A supply

definitely limited in quantity, and in regard to which there

is no need to consider the possibility of variation in amount
in response to price-changes. A given amount seeking

purchasers, the whole of which is to be sold, and no addition

to which can be procured however much it may be desired.
42
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These conditions are realised in some few instances,

approximated to in others.

As the amount supplied is definite, we need only de-

termine the one price, which is at once the highest at which

the whole can be disposed of, and low enough to secure that

a sufficient demand to carry off the entire supply will be

encountered. The price which will ensure this will be de-

termined by the state of the demand for the commodity. It

will measure the marginal utility of the available supply.

With a higher price than this, less than the whole supply

will find buyers ; with a lower price, buyers will demand

more in the aggregate than the total available supply. The

price, therefore, in such a case, will depend on the conditions

affecting demand. The supply is able to be taken for

granted, is uninfluenced by conditions affecting price or

demand, and is completely expressed in all respects by the

mere quantity available.

The problem is varied somewhat if the supply be such

that, while anticipations of high prices will lead to increased

offers of goods, yet the amount offered for sale cannot be in

excess of a fixed quantity. The problem is reduced to the

preceding if the price, which is adequate to ensure the offer

of all possible supplies, yet falls short of the price which

measures the marginal utility of this maximum supply.

Since, in this case, it is unnecessary to contemplate the offer

of anything less than the full maximum of supply, the con-

ditions which would lead to the withholding of some part of

that supply need not occupy our attention.

But another variant of the problem is offered when we
must take account of the possible restriction of supply,

owing to the fact that the possessors of some part of it prefer

not to sell the whole of their holdings at prices as low as

those current at any particular time. In this case we cannot

Irict attention to the utility of the goods to buyers and

would-be buyers. We must consider also their utility to

possessors who may become sellers. We revert, in fact, to

the problem treated in the preceding chapter. The valua-

tion of goods by sellers may be due to the direct utility

which they possess, as consumption goods or as appliances
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for production. In order to induce the owners to sell in

such a case, the exchange value must be great enough to

outweigh the valuation thus made. But sellers may with-

hold supplies from the market in anticipation of a change in

the market value of their goods. Only a part, even of a

limited supply, will be offered on the market, if owners are

confident of an improvement in the value of their goods

sufficient to repay them for holding them.

The illustrations most commonly used, of the case of

supplies absolutely limited in quantity, are pictures of

deceased artists, rare first editions of much prized works,

and things of that class. The exchange value of these

goods will be dependent on their plentifulness, and on the

wealth of those who esteem them highly. If they be greatly

desired by a considerable number of wealthy people, the

effort to become possessed of the available supply, or some
part of it, will lead to the placing of a high valuation on the

goods. But such objects have, frequently, no approximately

regular valuation. The accident of whether, at the moment
of offering them for sale, an exceptionally wealthy collector

develops a desire to secure them, may lead to wide vari-

ation from previous valuations of similar goods.

The conditions affecting the value of goods whose supply

has an absolute physical limit, unrelated to their value, are

not characteristic of commodities used in the satisfaction

of regularly recurring everyday needs. But, though not

illustrating the commonest conditions affecting value, these

goods form no exception to the ordinary principles of value.

They even illustrate those principles admirably. But their

case is somewhat peculiar, and the importance of its

peculiarities can easily be exaggerated. It is desirable

to note that, in the mode in which limitation of supply

arises, their case is not typical of mercantile transactions in

general.

The special consideration of the second case, that of a

monopoly of supply, is reserved for the next chapter. It

may, however, be noted incidentally that modern develop-

ments are bringing into greater prominence the monopolistic

control of industry. And not merely is monopoly, as such,
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growing in importance, but also those forms of organisation,

as a result of which the control of the supply of a commodity
is dissociated from the winning of a profit by its supply

alone; and thus increased attention must be given to the

principles affecting the determination of prices under

conditions which present substantially the same problem as

those of monopoly. These conditions are not new, but

they are requiring more careful study, because assuming

increased importance.

The third mode of limitation of supply introduces us to

conditions fairly typical of the more general aspects of the

problem of value. In what follows it will be assumed that

we are dealing with the case of goods regularly produced

for a regular market. The sale of existing stocks is counter-

balanced by replacing the goods sold by exactly similar

goods. The production may be intermittent and the

consumption continuous as in the case of grain, or the

production may be continuous while the consumption is

spasmodic as is approximately illustrated in the case of

some season goods. Viewed from a somewhat broader

standpoint than that of the moment, such irregularities of

production or consumption may be ignored, or we may take

the whole period, from one time of rapid production or

consumption to the next succeeding, as the unit of time for

the purposes of the problem. To consider merely the

momentary situation throws us back on the problem of

fixed amount of supply already considered. We shall, then,

regard the cases now to be considered as cases of practically

continuous production to fill the gaps made by a practically

continuous consumption. Stocks in hand will merely be

necessary in the same way as a reservoir may be usefully

interposed between a continuously flowing stream and the

places where the water is required for use, to regulate minor

fluctuations in supply, and make a supply, which it may be

impossible to arrange with strictly unvaried continuity, serve

practically as a continuous supply, or adjust a regular supply

to a more or less intermittent consumption. Under such

conditions, though the goods which pass into consumption

may not be identical with those which are just passing out
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of the hands of producers, no point of importance arises to

modify the problem as a result, and we may proceed as if

they were actually identical. A dealer, who is neither

increasing nor decreasing his business, must replace goods

sold from stock by others obtained from the makers. It

will be the cost of procuring fresh supplies which will be the

principal feature influencing him in putting a price on the

goods, rather than the actual cost of the goods which he

sells from stock. If he procured his stock more cheaply

than he could now replace it, he will generally not give

away such an advantage. Competitors, who carry smaller

stocks or no stock, will be obliged to quote prices

determined by current costs, and hence he will not be

driven to quote a lower price based on previous costs. If

prices have fallen since his stock was laid in, he may desire

to recoup himself for the actual outlay he has made, but

rivals, who procure supplies at current prices, will be in a

position to undercut him, and hence competition, if keen,

will compel him to base quotations on current costs of

production, whether these be the same as, or different from,

those which were incurred in the making of the particular

articles offered for sale. In this respect, again, we may
treat the goods sold as if they were actually those currently

passing out of makers' hands. The hypothesis of a steady

stream of production, and a steady consumption, enables

this point of view to be taken. We deal with the organi-

sation of production as if it had become settled on regular

lines, and are concerned with the inquiry as to how those

lines are determined by the conditions of demand and

supply for the commodity considered.

We have to do with a supply, not limited rigidly by
natural conditions, or controlled by one or more monopolists,

but which is capable of extension in indefinite degree. If

it be not actually indefinitely extensible, the limits which

concern us are not those of the physical possibilities of the

case. The supply, though thus extensible, is not equally

'

free to all. Its increase can only be secured on the con-

dition of expending labour and thought. What limits does

this condition impose upon the supply? If we may assume
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that producers are influenced by the ordinary commercial

motive, of undertaking only those operations the return from

which is estimated to be worth the effort and expense

necessary to secure that return, we may also assume that no

regular supply will be produced the expenses of production

of which exceed the value in exchange of the product.

The consideration of this position puts before us the expenses

of production as a measure or index of the limitation of

supply. As value was seen to result from utility combined

with limitation in supply, it is not difficult to see that,

besides finding a measure of value in the marginal utility,

we can also find one in some way related to expenses of

production. How related to those expenses is the point for

inquiry. The relation arises out of a connection between

the amount of supply and the expenses of producing that

supply, and therefore the various modes in which these

expenses vary with that amount may result in different

connections between value and expenses of production.

Consider any particular commodity, and take the total

expenses of producing a given amount of it. Conceive of

the comparison of the expenses of production of this amount

with those for an amount greater or less than itself, and take

the proportion of the difference in expenses to the difference

in product. When this difference in product is only a small

fraction of the total, we thus secure the measure of the

marginal expenses per unit.

These marginal expenses per unit may remain unchanged

when the rate of production, that is the number of units

produced in a given time, changes, or it may vary with the

rate of production. If they be unchanged, the conditions are

described by the term "constant costs." If they fall as the

rate of production increases, and rise as it decreases, the

term "decreasing costs" is applied to the case. While if

they rise as the rate of production increases, and fall as it

diminishes, the term " increasing costs" is applied to describe

the conditions of the case. It is, for some purposes, con-

venient to conceive of the relation of effort and sacrifice,

rather than of expenses in money, to the product. The
above three cases, if we thus compared product with pro-
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during effort instead of with the expense incurred in securing

the control of that effort, would be referred to as manifesting

respectively constant, increasing, and decreasing returns. It

may be noted that, though, for different scales of output of

the same commodity, the industry may not always be found

in the same one of the three classes here distinguished, the

actual situation must be included in one or other of the three

variations of the relation of expenses to output.

If we are enquiring merely what conditions will lead to

a supply at a given cost equal to the demand at a price

adequate, but no more than adequate, to cover that cost, it

may appear that we are not concerned with the differences

between constant, decreasing, and increasing costs. That
might be a tenable view if the actual conditions encountered

in practice were not such as to make the rate of supply vary

from its average amount from causes which maybe described

as accidental, as well as from the deliberate actions of pro-

ducers. Will such accidental variations lead to permanent

change in the relation of supply to demand or not ? This is

an enquiry of the greatest importance. A ball resting on a

flat surface may be rolled along and stopped at any point,

displaying no tendency to return to its original situation. If

it be placed in a bowl, and rolled away from the bottom of

the bowl, it will roll back again, while if it be placed on the

top of an inverted bowl, a very slight displacement from its

position of rest may send it rolling still further from that

position. The shape of the surface on which the ball rests,

whether flat, or like the bottom of a valley, or the crest of a

ridge, is of importance if the ball is subject to disturbance,

for it determines whether large changes may result from

trivial disturbances or not. Similarly with regard to the

balance of the forces which stimulate to an increase and
those stimulating to a decrease of the scale of supply. It is

not sufficient to direct attention to the point of equilibrium,

but we must also consider the consequences of the disturb-

ances to which such a condition of equilibrium is subject.

The relation of costs to scale of production may be con-

ceived of, either from the point of view of an individual

producing establishment, or from that of the industry,
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concerned with the product under discussion, as a whole.

The value of the product will be related to the aggregate

supply from the entire industry, and the aggregate demand.

The stimulus to change of the rate of production is found in

operation in the individual establishment. When constant

costs prevail in the separate establishments, it is clear that

no establishment can permanently contribute to the aggre-

gate supply, unless its costs per unit are not greater than the

value of the goods when produced. When increasing costs

are found, each establishment will be able to contribute to

the supply, with profit to itself, only to the extent to which

its marginal costs are not in excess of the value of the goods.

The aggregate supply may be maintained while great

changes take place in the distribution of the production

among the various producers. Some may increase their

output while others decrease theirs, new producers may enter,

while bankruptcy and other causes lead to the cessation of

supply from some of the older producers. These changes

may be accompanied by temporary disturbances of the

balance of supply and demand, but may or may not disturb

the general conditions determining the volume of supply and

the intensity of demand.

In this chapter we are contemplating a supply by

numerous competitors, striving to secure a share in the

market for their product. If each contribute but a small

fraction of the aggregate supply, the variations of that supply

will be due to the efforts of producers to secure all the

advantage which can be obtained from any changes in their

share of the supply, but we need not assume that any of

them deliberately aims at affecting the market price by

changes in his own share of the supply. The total supply

will affect the price, but, as it is not under any unity of

control, it cannot be considered as adjusted to some desired

level of price and of profits. If individual producers antici-

pate changes' in the aggregate supply, they will adjust their

output to the conditions of price likely to arise from such

changes. Practically, therefore, where numerous competitors

are in view, the feature of importance is the adjustment by

each of his own production in view of the value which it

4
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will have as a part of the aggregate supply. The value can

be taken as fixed beyond serious disturbance from efforts of

any one producer. In this the contrast with monopolised

supply, whether controlled by a single producer or by a

combination of producers, is marked. Under monopoly,

as will be seen, the quantity of supply is adjusted with

deliberate reference to the influence of variations of that

quantity on the value of the commodity. The same is more

or less true when individual producers control so large a

fraction of the aggregate supply that they can influence the

price by restricting their supply or expanding it.

Let us now consider our three classes of conditions of

supply in order. First comes the case of constant expenses

per unit of commodity. If the price obtained be equal to

these expenses (supposed to include hire of labour and

capital, cost of raw material, and wear and tear allowances

for buildings, machinery, etc., together with a profit sufficient

to make it worth while to undertake the risks of the trade),

and the total supply be such that its marginal utility falls to,

but not below, the level measured by the price, the demand
will be for the precise amount supplied, and, in the absence

of disturbing causes, such a condition might be permanent.

An equilibrium of supply and demand is established, at the

level of price, and with the amount of supply, indicated.

Now suppose the supply to be increased beyond the

equilibrium amount. The expenses per unit are equal to

the old price, but the marginal utility of the enlarged supply

is less than that of the old supply, and the demand-price is

the measure of marginal utility, and, for the enlarged amount,

is, therefore, less than the expenses per unit. The supply,

under these conditions, namely, that the price, above which

the whole supply cannot be disposed of, is below the

expenses of production, is unremunerative, and cannot be

permanently maintained. Competition to share in the

advantages of such a market is not keen, and to withdraw

from the competition means to reduce the supply. A
reduction of supply may therefore be confidently anticipated,

that is to say, a movement towards the equilibrium conditions.

Next suppose the supply to be decreased below the
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equilibrium amount. The marginal utility of this lessened

supply is greater than that of the old equilibrium supply.

The demand-price therefore rises, and the whole may find

purchasers at a price above the equilibrium price, that is,

above the expenses of production. To share in such a

market is advantageous, and competition to share in it more

largely means increase of supply. Producers who seek

these advantages will therefore enlarge their output, while

some may be attracted, from other lines of business, into

the industry in question. Thus a movement towards the

equilibrium amount of supply is stimulated.

We have seen, then, that whether the supply be greater

than, or less than, the equilibrium amount, the forces of

competition will stimulate to a movement in the direction of

that amount. At the equilibrium, price measures at once

the cost of production per unit, and the marginal utility of

the supply. A supply and price thus in accord with the

economic forces in operation is called a normal supply and

a normal price.

If we turn to the consideration of the second class of

conditions of supply, much of the above argument will again

apply. In this case the increase of supply involves greater

expenses of production per unit, decrease of supply means a

lessening of expenses per unit, of commodity. If supply and

demand are to be in equilibrium, the price must be adequate

to remunerate producers of an amount whose marginal utility

is measured by that price. In order to be adequate, it must
suffice to cover the expenses of each and every unit of the

supply. Additions to the supply involve expenses per unit

which are greater than those attending the supply of

preceding units. The price must be adequate to cover these

expenses in every case, if we are to regard the supply as

steadily maintained under the inducement of this price.

The expenses of production of the most expensive unit of

the normal supply must therefore be covered by the

corresponding normal price, that is to say, the marginal

expenses of production are equal to the price which equates

supply and demand. That price suffices to induce a supply

of such amount that its marginal utility is measured by the
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price. If the amount of supply be less, its marginal utility

is greater, and its marginal expenses of production less,

while if it be greater, its marginal utility is less, and its

marginal expenses of production greater. The lines of

argument followed above in the case of constant costs may
be repeated here, the only modification being in the fact

that the stimulus to movement in the direction of the

equilibrium supply is by so much the greater, as the

expenses per unit vary, from the level of the equilibrium

rate of marginal expenses, in this case but not in the former.

At the equilibrium, price measures at once the marginal

utility and the marginal expenses of production of the

supply. Both utility and cost produce effects on the amount
of supply which suffices for equilibrium. Together they

determine the equilibrium. The influence of utility is felt

in determining what price can be secured for a supply of

given amount so that the whole finds purchasers ; the

influence of cost is felt in determining whether it is profitable

to produce that supply in view of securing the price so

determined, whether the supply can be, economically

speaking, maintained. The inverse method of statement is

equally valid, and may be given in similar terms. The
influence of cost is felt in determining what price is adequate

to ensure a supply of given volume ; the influence of utility

is felt in determining whether, at that price, the volume of

supply is sufficient to satisfy all who desire to purchase

at that price, or whether it can all find purchasers at the

price. When we contemplate unchanged conditions of pro-

duction and of demand, either constant or increasing costs

being supposed to prevail, the value of the product suffices

to remunerate the productive services concerned in every

part of the permanent supply. Individual producers may be

involved in misfortunes or mistakes which lead to their

giving way to others wiser or more fortunate than themselves.

Making abstraction of such changes of personnel among
the producers, changes which may readily give rise to

oscillations of supply about the equilibrium amount, it may
be said that the most expensive part of the permanent supply

is produced with a view to realising a reasonable profit at
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the price anticipated, which, if we assume steady production

for a steady demand, must be that corresponding to the

equilibrium of supply and demand. Should conditions of

production change in the direction of greater economy, this

profit will be increased, and, by stimulating to an enlarged

production, lead to a permanent increase of supply, and the

establishment of a new position of equilibrium with demand,

at a lower price. A similar statement may be made in

regard to changes leading to increase of costs. Changes of

taste or habit on the part of consumers may have correspond-

ing effects, in causing a fresh adjustment of supply to the

changes in demand that are thereby implied. If changes

of both kinds are in progress together, the result may be no

change of the price, or no change in the amount of supply

needed to cause supply and demand to balance, but such a

perfect compensation of the one change by the other is not

in itself to be expected, and the new conditions of production

and demand may probably lead to a new equilibrium, with

modified price and supply, each either greater or less than

before the change. Even during the transition, it may be

possible to define the conditions of supply and of demand at

the stage of change actually reached, and to deduce the

amount of supply and the price which would be established

under the influence of the conditions of that stage. When
the change is a slow one, considerable interest attaches to

the result of contemplating the temporary conditions as if

they were final. When, however, the change is rapid and
progressive, the examination of the goal of the change, and
of the conditions associated with the situation which will

be established when the goal is reached, possesses greater

interest. When the goal is unknown, perhaps the most
useful course is to follow the changing conditions, by
conceiving of them as a series of consecutive states,

stereotyped for purposes of examination, somewhat as if a

series of instantaneous views of the momentarily dominating
conditions were examined. The help thus rendered in

understanding the current situation is not small. The
adjustment of different parts of the social mechanism to

changed conditions cannot be effected instantaneously, and
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it is of importance to conceive of the direction in which such
adjustment is taking place for the moment, the momentary
goal, which is to be shortly replaced by another, and so on
seriatim. Many of the changes, which recent history records,

are in the direction of economising productive effort, and
making enlarged supplies of numerous important com-
modities easy of attainment. The improvement of industrial

and commercial organisation, of appliances, of means of

transport, all tend to reduce expenses over wide fields of

productive effort. Thus the new positions of equilibrium

are characterised by larger supplies and lower prices than
prevailed formerly. But this is not inconsistent with the

prevalence of diminishing returns at each stage of change
;

and hence this reduction of cost, as the growth of bodies of

consumers leads to corresponding growth in the scale of

productive industry, introduces us to no new problem of

equilibrium. It merely describes the sequence of the series

of stages of equilibria corresponding to the series of con-

ditions of production and demand conceived of separately

and consecutively.

A new problem is, however, presented by some of the

conditions of modern industry, namely, those of the third of

the classes of conditions of supply, known as that of increas-

ing returns or decreasing costs. In some industries it is

undoubtedly true that considerable increase of output could

take place without a proportionate increase of expenses.

Within wide limits the enlargement of the scale of production,

not merely of the industry as a whole, but, in addition to or

apart from this, in any particular producing establishment,

would realise economies such as to enable satisfactory profits

to be maintained even at reduced prices for the product.

Where these conditions prevail, and the market for the product

is not expanding, the enlargement of the scale of production

of an establishment improves,/;^ tatito, its power of capturing

a larger share of the existing market in competition with

rivals who do not so expand their businesses. But, in a

limited market, all cannot expand at once, and hence the

expansion of some must imply the reduction of the number
of competitors. If we conceive this process to be continued,
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the ultimate outcome must be the controlling of the whole

supply by one producer, or a division of the field by agree-

ment between surviving competitors. The examination of

the case of monopoly is deferred for the moment, and we
merely note it as the logical outcome, in the long run, of

conditions of increasing return obtaining in reference to

supplies for a limited market.

If the market is expansive, the case is somewhat different,

though a good deal depends on the degree of expansiveness

it may possess. With an expanding market, enlargement

of the productive facilities of a business may not compel a

struggle with competitors, to find an outlet for the increased

product, so keen as to lead to the sacrifice of all the profits

arising out of the economy of large-scale production, or, at

any rate, may not involve the retirement of some of the

producers to make room for the stronger rivals. The per-

sistence of numerous contributors to the supply is possible

so long as the market grows fast enough to provide room

for the expansion of the output of the growing businesses.

Further, the situation is likely to impose some limits on the

capacity of individual establishments to expand. Continuous

expansion demands continuous increase of capital, and time

may be required to demonstrate the profitableness of such

investments as a means of securing control of the necessary

further supplies. Enlarged output may well mean changed

organisation, in fact its profitableness may arise from changes

in organisation, and these take time to carry out. Thus the

market may have time to grow while the steps of expansion

of production are being effected, and the persistence of

competition, even under conditions of decreasing cost, be

thus justified.

At a given stage of industrial knowledge and business

experience, too, though the enlargement of a producing

establishment may be accompanied by a relative decrease

of expenses within certain limits, beyond some definite point

further enlargement may show no further economy, or even

a decrease of economy, in the sense of relatively increasing

expenses. The organisation on effective lines of the larger

scales of production may, further, prove to task the capacity
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of managers, so that a limit to the utilisation of all other

sources of economy may be found in the limits to human
powers of effective control. Thus, again, are suggested

possibilities of continued competition, in spite of the existence

of conditions of decreasing cost, and these possibilities arise

out of limitations to the applicability of those conditions, in

practice, without limit.

The relation of cost of production to value is not so

simple in conception, when we assume conditions of increasing

returns, as in the cases of constant or of decreasing returns.

The division of the market among the different members of

the body of producers is determined by conditions less

simple to conceive, even if not less simple in reality, in the

former than in the latter case. Conceiving, however, of the

balance of supply and demand in the following fashion,

without reference to the question of how this division is

effected and a continuance of competition ensured, the out-

lines of the problem do not differ greatly from those laid

down in the other cases. By the nature of the variation of

marginal utility with supply, the marginal utility decreases

as the supply increases. Under the assumed conditions, the

price per unit which is adequate to evoke a given supply also

decreases as that supply increases. If the supply price be

always greater than the demand price for the same amount

of supply, there can be no supply offered on a commercial

basis, since all supply would involve loss. Hence, if the

possibility of supply at a profit be assumed, the supply-price

must fall as low as the demand-price for some scale of supply.

Putting aside as improbable the identity of demand-price

and supply-price for any considerable range of variation in

the scale of supply, it follows that for some particular amount

supplied the demand- and supply-prices are equal, and for

lesser or greater amounts they are unequal. For a supply

in excess of the equilibrium amount, the demand-price may
be greater than, or less than, the supply-price. If the

former be the case, there is a stimulus to an enlargement of

supply, and the balancing of supply and demand has no

stability. If the latter be the case, the increase of the

aggregate supply, beyond the equilibrium amount, involves
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less profit than is realised at the equilibrium, and hence

operates to restore that rate of supply which corresponds to

equilibrium with demand. Similar statements apply to

reduction of the scale of supply below the equilibrium

amount.

We need, now, to consider whether there is reason to

expect that, for amounts of supply greater than correspond

to equilibrium, the supply-price will be above or below the

corresponding demand-price. The consideration that the

indefinite increase of supply cannot possibly be accompanied
by an indefinite reduction of supply-price, while with a

greatly enlarged supply marginal utility does tend to vanish,

leads to the conclusion that there must be scales of supply

for which the supply-price is greater than the demand-price.

If there be any scale of supply for which the supply-price

does not exceed the demand-price, there must exist an

equilibrium of demand and supply of the ordinary stable type.

The term " supply-price " here used means a price adequate
to induce producers to prepare, and offer for exchange, a

supply corresponding to that price. It must, therefore, be a

price sufficient to cover cost of production, and, if competition

exist and be vigorous, the excess over cost of production will

be not more than sufficient to afford such profits as com-
petitors need to secure in order to continue in competition.

Some writers use the phrase " necessary profits " to apply

to the level to which competition tends to reduce profits, and
such " necessary " profits are often taken to be included in

cost of production. Read in that sense, the supply-price

would become a measure of cost of production.

It has already been pointed out that cost of production

comes to exert an influence on value because it expresses

a condition which must be fulfilled {i.e. the cost of production

must be worth while incurring) if supply is to be maintained.

But the condition may be more or less comprehensive
according as there is contemplated a more or less complete
adjustment of productive apparatus to the purpose of afford-

ing the supply. A temporary need for increase of supply,

or a temporary falling off in demand, cannot be met by
corresponding adjustments of all parts of the requisites of
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production. If the enlarged demand be not likely to be

maintained, it will not be profitable to procure expensive

permanent aids to production, whose services would not

cover their cost before the demand shrunk to its usual level,

even if it be physically possible within the available limits

of time. On the other hand, the corresponding productive

instruments cannot at once be dispensed with on a reduction

of demand, and if a renewal of the old demand be anticipated,

it will not be worth while proceeding far with the reduction

of the apparatus of production, so as to correspond with the

temporarily checked demand. Even if the change in demand

be likely to be maintained, it will not be physically possible

to adjust, without delay, all parts of the machinery of pro-

duction to the modified scale of demand. For a time,

therefore, the whole of the costs of production are not capable

of variation, and hence not all the costs of production can

operate to condition the volume of supply. If an increase

of the variable part of the expenses be accompanied by an

increase of product whose value exceeds the increase of ex-

penses, it will yield a profit, a contribution toward the fixed

part of the expenses. Whether it will be worth while under-

taking such addition to the supply depends on the effect on

the price secured, not merely for such additional supply, but

for the whole. If the addition can be disposed of without

affecting the market for the bulk of the supply, it may be

worth producing, but the contrary if its sale spoil the market

for the rest. With falling demand, during the process of read-

justment of the productive equipment to the reduced require-

ments, the reduction of output may often fail to reduce

expenses to correspond to the fall in value, and a ruinous

competition, to dispose of excessive production (excessive

relative to reduced demand), may result in market values unre-

munerative to producers. The correspondence of value with

cost of production will not be again secured till the conditions

of production are adjusted (approximately, at any rate) to the

new conditions of consumption. Meanwhile, some producers,

realising that their productive equipment has lost value, and

with impending ruin as a stimulus, may put on the market

quantities ofproduct for disposal at any price which will cover
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their current expenses, sacrificing income from their fixed plant

as they would sacrifice its value if forced to realise on it.

During the process of readjustment, then, the expenses

directly incurred in producing a commodity, its prime cost,

form a lower limit to value, but the total cost of production

will not be restored as a measure of value until production

is again held in check by the need of incurring those total

costs as a condition of maintaining the supply. Even the

prime cost may not be a lower limit to the amount which

may be accepted for stocks which, produced by ruined firms,

there is no intention of replacing, and in regard to which,

therefore, their costs of production, even in the narrow sense

of prime costs, have no influence on their supply. They
cannot be conceived of as forming part of a regular stream

of supply produced in view of an assured demand.

With rising demand, the more permanent parts of the

productive equipment will need to be strained beyond their

wont, and the prime costs of an increase of supply may well

be in excess of the prime costs for the supply for which that

equipment is adapted. If the total cost of production do

not greatly differ from the prime cost, the condition of

obtaining an enlarged supply is submission to a valuation

for the whole supply corresponding to the additional ex-

pensiveness of increasing that supply. But if prime costs

are a good deal less than total costs, the increase of produc-

tion, yielding, as a result of the rising demand, a value

greater than the same supply would have secured without

that rise, affords a greater surplus of value over prime costs

than before. The productive equipment yields an increased

revenue, and this serves as a stimulus to its enlargement, if

the increase of demand be likely to be permanent. So long

as the cost of providing an enlarged equipment for produc-

tion is less than would be reasonably remunerated by the

revenue anticipated from it, when provided, the expansion of

supply will be stimulated, and the competition of rival

producers will induce a provision of such means of

production up to the point where the total cost of production
of the goods for which they are used corresponds to their

value when produced
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The scale of production, with reference to which an

individual producer will need to consider the costs of pro-

duction which he must incur in contributing to the market

supply, may be determined by the nature of the business in

which he engages and the facilities he can command. Thus

an agriculturist is limited by the extent and quality of the

land he can control, and by the climate, among other in-

fluences. In other lines of production, while personal

capacity and command of capital may be important con-

siderations, the attainment of facilities for production, and a

scale of output, of the same order as that of other typical

businesses with which it is proposed to compete, may be

reasonably contemplated in planning such competition.

The economies which belong to the organisation of a

business on such a scale may be counted on to reduce ex-

penses, as well as the advantages of market organisation and

the like which characterise the state of development of the

industry in which the particular business is concerned.

Where the conditions of decreasing costs prevail, an enter-

prise which cannot anticipate the attainment of a full share

in such economies will need to count on some counter-

balancing advantage special to itself, in order to meet the

" representative " business in competition without sacrificing

part of that profit which is the inducement to its organisation.

If, on the other hand, special conditions enable effective

organisation on a larger and more economical scale than

that of the "representative" business to be undertaken, no

more of the profits of such economy will need to be sacrificed

than suffice to enable the large output to be profitably

marketed ; that is to say, that the cost of production in such

exceptionally placed businesses will not be the costs which

condition the extent of the total supply. This could only

be the case if the industry were in process of passing over

to monopoly conditions. In that event, the exceptional

advantages of a large scale of production might be counted

on to enable a ruinous competition with smaller businesses

to be maintained.

In providing the productive equipment for industry under

conditions of increasing returns, then, the cost of production,
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which is the basis of the estimate of whether such provision

of equipment promises profit, is the cost incurred by
businesses which are " representative," in regard to magnitude

of operations, and in access to facilities connected with the

industry, either as matters of internal business organisation

or of general industrial organisation. If the supply of pro-

ducing facilities is to correspond with the demand for the

commodity, the value of the commodity must be (anticipated

to be) on the level of the cost of production thus conceived.

The momentary supply is dependent on the actual means of

production available, the adjustment of those means to

demand depends on the relation of value to cost of production

interpreted on the lines just laid down.

Further, if conditions of increasing return prevail, and

numerous competitors are engaged in the supply of the

goods concerned, a temporary equilibrium implies the

attainment of conditions corresponding to those which guide

the investment of capital as just contemplated. If an

equilibrium exist, there cannot be a sufficient reason for

modifying the prevailing conditions of supply. The repre-

sentative producer will, therefore, be under no inducement

either to increase or to decrease his scale of production.

This can only be interpreted to mean that there is realised

in fact an output, and a profit, corresponding to that in view

of which the investment was undertaken.

As has been stated above, in most cases where decreasing

costs accompany an increase in the scale of operation of an

individual producing establishment, a point of maximum
economy exists corresponding to the most complete utilisa-

tion of the appliances provided, and the fullest employment
of all the capacities for work and for management which are

available. By the nature of the case, the extension of out-

put, by a small amount, at this point, would mean additions

to expenses just in the proportion of the addition to output.

A large change would mean additions to expenses in greater

proportion than the addition to the output. Just at the

turning point from decreasing to increasing costs, that is, at

the point of maximum economy, the marginal expenses per

unit become identical with those average expenses which
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cover prime costs and supplemental costs together, and
represent the proportion of total expenses to total output.

If we could suppose it possible to utilise to the full, at all

times, the appliances provided, we might expect the point of

maximum economy to be the point, the cost of production

corresponding to which would measure the price at which the

goods could profitably be supplied. But it is only at busy
times that the applicances are fully utilised, and at ordinary

or dull times they are often more than sufficient to permit of

realising the greatest possible economy. Hence, in practice,

at ordinary times some part of the productive apparatus lies

more or less idle, the point of maximum economy is not

reached, and the costs which measure the price at which re-

presentative producers can place the goods on the market
are not marginal costs of production. It is possible to look

at the case from the point of view of a period of production

long enough to include both busy and dull times, and to

treat rather of the maximum economy, of utilisation of appli-

ances, practically possible than of the maximum economy
technically possible. The costs which condition supply are

then somewhat greater than those corresponding to the

highest technical efficiency of the appliances of the repre-

sentative establishment, except when those appliances are

being used to the fullest extent. Generally, therefore, these

costs will not be marginal costs.

We see, then, that where the supply of commodities is

regularly organised for a market of reasonable steadiness,

that supply is enlarged or restricted in accordance with

expectations of profit, which expectations are based on a

consideration of expenses on one side, and the prospect of

realisation of a value sufficient to cover them with a profit

on the other. In a case of such steady supply, it is possible

to estimate the value anticipated by a consideration of the

expenses undertaken. Such a measure has a concrete reality

about it which does not belong to the estimate of the

marginal utility, though this likewise may serve as the

measure of value. It is not to be wondered at, therefore,

that these expenses or, as it is commonly said, the cost of

production, has been made to serve as the gauge of the



SUPPLY AND VALUE 63

value produced. It is necessary to be wary, however, in

regard to the relation between cost and value. As shown,

were cost negligible, value would be non-existent. Without

cost, or rather without the scarcity which cost connotes,

value would not appear. In this sense cost may be said to

be a cause of value. But cost alone cannot be considered as

the source of value. Were utility not present, scarcity, and

its correlative cost, could not call forth value. Value is, in

fact, the joint product of utility and of scarcity, and, of the

latter, cost is, in the majority of cases, an index.

If we may assume effective competition on both sides,

that is, both on the side of buyers and on that of producers

and sellers, the establishment of a definite value for a

commodity results in a situation which may be briefly

summed up thus. All who set upon any supplies of the

commodity a valuation not less than the exchange value,

will secure the supplies thus valued. On the other hand, all

who can produce, and bring to market, supplies at a price

not exceeding the exchange value are induced to do so. If

the amount thus brought forward be sufficient, and not more

than sufficient, to meet the requirements thus called into

being, there is no reason for a change in the level of exchange

value. If not, then some change will be likely to result,

which may be said to aim at finding a value which will fulfil

this condition. Many desires remain unsatisfied, perhaps,

but they are desires the strength of which is insufficient to

secure the commodity at its current value. Many would-be

producers may fail to find employment for their energies in

producing the commodity, but that is due to the fact of the

value resulting from their efforts being insufficient to yield a

sufficient recompense.

Modifications of value may arise from changes of either

the utility or the conditions of production of the commodity

whose value is in question, or changes in regard to other

commodities in reference to which its value is estimated.

Considerations of the former nature cover sufficiently what

may be said of the latter. Changes in the utility of a

commodity, or, what amounts to the same thing, in the

estimate of its utility formed by a would-be consumer, may
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arise from changes of taste or of habit, and education and

surroundings constantly produce profound changes of this

kind. The influence of judicious advertisement must be

sought, in great part, in the fact that it induces a belief in

the utility of a commodity in minds previously not much
impressed with that belief. As to habit, the fact that a

demand for a commodity can be relied upon to last, if the

habit of using it be once formed, is sufficiently well known,

and that efforts to effect changes in such habits are made by

astute dealers is also well known. When such changes in

the estimated utility of a commodity have taken place,

unless a corresponding change has taken place in its supply,

a change of value is sure to result, in fact this change is the

index of the change of utility. The gradual growth of the

habit of using tramcars requires, for example, a great increase

of accommodation to carry all who wish to travel, especially

if the desire to travel is stimulated by lowering fares. The
growing habit of desiring to use a tramcar probably counts

for at least as much as the cheap rates nowadays demanded
for that accommodation, and the improvement of the ac-

commodation itself.

Changes in conditions of supply arise from new dis-

coveries, either as to natural sources of necessary elements

for the production, or from inventions affecting the elabora-

tion of those elements, improvements in chemical or

mechanical processes, for example, or in business organisation.

Changes tending to restrict a supply may, of course, also

take place.

A value once established for a commodity, is not, then,

something permanent in its nature. If the term " normal

value" be applied to it, it is only so long as the conditions

of which it expresses the normal outcome are unchanged.

Normal values undergo progressive changes as time passes.

This is very necessary to bear in mind, because of an

involuntary tendency to regard a normal value as a point in

some way fixed. What is normal under one set of conditions

may be far other than normal under a changed regime.



CHAPTER V

SOME SPECIAL PROBLEMS OF VALUATION

IN the preceding discussion of value there has been

contemplated the organisation of producing establish-

ments with a view to the production of a single commodity,

and a demand for that commodity without regard to any

association of it with others for actual use by the consumer.

It need hardly be remarked that such conditions do not by

any means cover the range of existing facts, even if they

represent any considerable part of them. This method of

procedure, however, is desirable, indeed necessary, as a

preliminary to the examination of more complex cases.

Some of the typical conditions of these less simple cases

will now be considered briefly.

First, consider the case of the simultaneous production

of two commodities in a single process of production, as

when gas and coke, mutton and wool, wheat and straw, or the

like pairs of products, are secured as the results of processes

the expenses of which are largely, if not entirely, joint ex-

penses, that is, such as would remain unchanged if one of the

products should cease to be marketable. In this case, how
can we arrive at, or can we arrive at, separate determinations of

the prices of the two joint products ? In many cases there are

other products besides the two chief ones, but we shall first

consider the problems introduced by the second product of

the industrial process, as if there were none but the two.

There are two points of view from which the problem

may be regarded. We may take note of the fact that the

process of production results in quantities of the two
products which bear a definite relation to each other, and
one of which cannot be changed without a corresponding

5
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change in the other. Regarding this feature alone, it affords

a basis for the required valuations. For illustration take the

case of the crushing of cotton-seed in relation to the two

most valuable products, cotton-seed oil and oil-cake. In

rough, general figures, a ton of seed yields about one-third

of its weight of cake and meal, and about a hundred gallons

of oil are obtained to each ton of cake and meal. Taking

these proportions, the mill-owner needs to find markets for

as many tons of cake as he produces hundreds of gallons of

oil. He must, therefore, assign such relative values to these

goods as will evoke demands in the named proportion.

If, for each ton of cake, he can sell but ninety-five gallons of

oil, either the cake is valued at too low a figure, or the oil

at an excessive figure, or both. If, on the other hand, he

can sell only nineteen hundredweights of cake for every

hundred gallons of oil demanded, the oil is offered too

cheaply, or the cake priced too highly, or both. When the

prices are properly adjusted, the amounts of the two

commodities demanded will be in the proportion in which

they result from the crushing process. For the products

jointly, the relation of cost of production to value will follow

the principles already examined for single products. Having

arrived at a principle for their relative valuation, the needed

additional feature in the solution of the problem of their

separate valuations is supplied.

But a second point of view may also be considered, and

throws useful light on this class of problems. For illustration

take the case of milk production. The quality of the milk

produced may be varied a good deal by suitable choice of

animals and suitable feeding. A farmer whose milk yields

a pound of butter for every twenty-four pounds of milk may
consider that he would gain by such changes as would cause

a yield of butter of one pound from every twenty-three pounds

of milk. The products, butter and skim milk, are not

yielded in invariable proportion. Under these circumstances

the cost of a given amount of the single products can be

determined in addition to their joint cost. The richer milk

can be secured at an increased cost, and the question to be

considered is whether it is worth while. If it be wholly a
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question of whether it is worth while from the point of view

of whether the increase of expenses is worth incurring, the

direct comparison of the increased cost of securing the

richer milk with the value of it when secured yields the

answer. The extra richness of the milk is secured at a

definite price, that is, the separate cost of an addition to the

butter yielded is observable, and thus, though the butter is

a product necessarily associated with others in its processes

of production, its marginal expenses of production admit

of separate examination. Such a separation of the specific

marginal expenses of joint products is possible in numerous

cases, and thus the resort to the preceding mode of treat-

ment is not essential, at any rate when the conditions are

not those mentioned in discussing increasing returns. When
the marginal cost, as thus determined, corresponds to what

was there discussed under the name " prime cost," the

distribution of the supplementary costs, among the various

joint products, necessitates a recurrence to the considerations

to which attention was directed in connection with the

assumption of invariability of proportion between the

quantities of the different joint products. The point of

view now presented, of an effective separation of the costs

of the different products, does not lead to results contradictory

to those previously presented. Where both methods can

be applied, they will lead to the same result. In general,

the case of joint products more numerous than two can be

treated by similar principles. We shall give some further

consideration to the case later in the present chapter in

some brief remarks on the railway rate problem.

Corresponding to the case of joint production is the case

of joint use or consumption. A carriage needs horses or a

motor, a steel knife-blade needs a handle, and many useful

commodities are made from two or more different raw
materials. The demand which expresses consumers' desires

is a demand for a combination of materials, and the demand
for the separate materials, by the producers of the com-
modities, is derived from the consumers' demand for the

combinations. The problem before us is to determine the

separate marginal utilities of the components, a necessary
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enquiry when any of the components has few or no uses

except in the combination.

A simplification of the problem is possible in such a

case as that of the knife. The part of the value of knife

and handle which may be assigned to the blade, so far as

its material is concerned, is sufficiently definite apart from

variations in demand for knives. The uses of steel are so

many and various, that the demand for steel is only affected

in a quite insignificant degree by the greater or less amount

of it needed for knife-blades. The value of the steel of the

blade may be said to correspond to the marginal utility of

steel in its multifarious uses. Hence, the marginal utility

of the knife being ascertained, the deduction of the value

of the steel gives the marginal utility of the handle and

workmanship. If it be desired to proceed further, the

workmanship may be similarly treated to the steel, and a

residue obtained of marginal utilities, corresponding to

different amounts of supply, which represents the effective

demand for handles. As, in some cases at any rate, the

demand for the purpose of forming knife-hJ^les constitutes

a large part of the demand for the material used for that

purpose, it is important to ascertain how the demand and

supply of such material stands. The solution offered is only

approximate, since it assumes that the variations in the

volume of the demand for knives are entirely without effect

on the marginal utility for all purposes of the constituents

other than the handle.

The more general treatment of the problem is on lines

corresponding to what was done for the second point of view

of joint products. The joint demand for malt and hops, for

example, as united in beer, may be satisfied by different

combinations of the two constituents named. When the

most advantageous combination has been determined by a

brewer, that is, the proportions which yield the most profit-

able results, these proportions admit of variation, and, for

small variations, economies on the side of expenses will be

balanced, but not outweighed, by losses on the side of sales.

Thus the marginal utility of each constituent admits of

separate examination.
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A case having some features of close analogy with the

preceding is that of alternative demand or supply, where the

principle of substitution applies. Where a service of a

particular kind can be rendered by either of two or more

commodities, the influence of competition is to direct de-

mand toward that commodity which renders the service

most cheaply or efficiently, or most cheaply relative to the

efficiency. This replacement, of one mode of doing a thing

by another, modifies the demands for the different com-

modities, and, if the process be conceived as carried to its

logical limit, that limit will be characterised by such prices

of the commodities that the satisfaction or service is pur-

chased equally cheaply by whichever commodity it is

rendered. The applications of the principle of substitution

are innumerable. Light, for example, may be secured by

the use of candles, oil, coal-gas, or electricity, and the prices

of the several supplies will be affected by the cheapness and

convenience of the other sources of artificial light. The
competition of coal-gas and electricity is a modern pheno-

menon of great importance, and has not been confined to

rivalry in cheapness, but has affected the development of

methods of securing increased brilliancy from coal-gas by
means of incandescent lighting. The wide application of

the principle of substitution will secure further illustration

in due course, as cases where it is important come up for

consideration in subsequent discussions.

The case of composite demand, that is to say, of many
uses for one and the same commodity, presents a very

common case, but one so closely similar to the ordinary

case, of many consumers demanding the same commodity
for like uses, that no words need be spent in developing the

case of requirements for unlike uses.

Our next special case of value will be that of a monopoly
of supply. The complete control of supply suggests to the

Unreflecting a power of arbitrarily determining price. That

power is, undoubtedly, a necessary concomitant of this

condition, but we need to consider what affects willingness

to put the price at a higher or lower level as well as what
affects the power to do so. The profit to be secured, from
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fixing the price of a commodity at any given level, depends
on the amount which can be disposed of at that price-level.

The price per unit, multiplied by the number of units sold,

gives the total remuneration, and the excess of this over the

expenses of producing the same number of units is the

amount of the profit. Now the expenses of production, as

we have seen, are not usually unchanged, either as a total,

or in proportion to the amount produced, as that amount is

varied. Thus the discovery of the scale of output, and of

sales, which will yield the greatest total profit, is a matter of

importance. A smaller profit per unit, reaped from a larger

number of units, may easily afford a greater total of profit

than would be secured from a smaller output, even with a

higher profit on each unit of output. The fact, then, that

high prices restrict sales, is a reason why a monopolist

should not find his interest in extravagantly high prices.

The further fact, that the majority of commodities can be

replaced more or less effectively by other commodities, gives

point to this consideration, since the complete control of the

supply of any one commodity may not be, and often is not,

the complete control of the means of rendering the service,

or affording the satisfaction, which the use of that commodity
commonly renders or affords. Where substitutes are readily

found, a slight rise of price may greatly diminish sales, and

make serious inroads into profits as a consequence. Even if

substitutes are not well known, the fixing of an extravagant

price for a commodity may induce a search for substitutes,

or for means of adapting some known article to serve as the

substitute in question ; or it may lead to a substitution of a

new form of gratification for one which has been subjected

to the restraint of a high price. With a view to future

possibilities, then, as well as in consequence of actually

present conditions, the level of price which will yield the

greatest, and most permanent, profit to the monopolist may
be not far above the level of price which competition would

secure. It is claimed, further, that economies, associated

with concentration of the control of production, often afford

an abundant profit to a monopolist without necessitating the

elevation of the price above the level at which competition
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would fix it. While these theoretic considerations are of no

small importance, it is an obvious fact that the power to

advance prices acts as an inducement to do so in many-

cases, including some where such an advance brings into

play the influences to which reference has been made above,

and is in reality detrimental to the pecuniary interests of the

monopolist. A rise in price seems so much more simple

and direct a method of securing increase of profit than the

laborious exhaustion of possibilities of economy in produc-

tion, or appears to offer such an easy addition to gains from

these sources, that monopolistic control of supply is more
generally associated, both in practice and in the thoughts of

most persons, with a rise of prices than with a fall. The
absence of that restraint on profit which arises from the

competition of other producers of the same commodity, and

of the stimulus to seek, in improved methods of production,

the profit which competition prevents from being secured

from elevation of price, operate so generally to the prejudice

of the consumers, that the wastes of competition are less

regarded than the dangers of monopoly, even combined with

the economies of centralised production.

If we assume that the monopolist seeks to secure the

largest possible net profit, he will seek to arrange his supply

and price at the amounts such that either a smaller supply

with a larger profit per unit, or a larger supply with a smaller

profit per unit, would reduce the total of profit. In the one

case the increase of profit per unit is outweighed by the

decrease of the amount on which profit is earned, in the

other the increase in the amount on which profit is secured

is outweighed by the decrease in the profit on each unit

Such a point must exist, since the profit on an insignificant

amount of sales is clearly insignificant unless the price can

be imagined increased without limit, while, at the other

extreme, the fall in marginal utility of the goods must at

some point bring the marginal utility below cost of produc-

tion, and thus mark a scale of supply at which profit would
vanish. Between the extremes of the vanishing of profits,

through disappearance of all demand at an extremely high

price, and through decrease of demand-price through ex-
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tension of supply, the point making the maximum of profits

will be found. Whether the profits of a monopoly are great

or small depends on the nature of the case. Mere monopoly
does not guarantee profits, and a producer compelled to

exercise a monopoly privilege might find that he could

secure less profits than if he were to transfer his energies and

resources to some competitive line of production. On the

other hand, if the monopoly privilege yield profits greater

than could be secured in a competitive industry, the fact of

monopoly shields the monopolist from the reduction of

profits which the admission of competitors might ensure.

When the profits, either of a monopolist or of a producer

under competition, fall below what equal ability could

secure, with equal risk, in other lines of enterprise, the

difficulty of transferring capital to other employments may
stand in the way of equalisation of profits with those obtain-

able elsewhere. Only if enterprise were able, on the one

hand to enter freely into, and on the other to forsake without

loss or difficulty, any trade, as its profits might attract or

repel, could anything like a uniform rate of profit be supposed

existent, even for equal risks. Competition, where it exists,

does tend to keep profits in different trades from being

widely different, and to divert enterprise from less to more
profitable lines as the means by which that end is attained.

If there be not in existence such a disposition among buyers

as leads a sufficient section of them to refuse to pay more,

for a commodity, to one dealer than would secure it equally

conveniently from another, there cannot be postulated that

uniformity of price, at one and the same time and place,

for the same goods, which is assumed throughout the pre-

ceding discussion. In wholesale markets the assumption is

fairly justifiable. It only applies quite partially to retail

dealings.

Attention has already been given to the difficulties

associated with the determination of the cost of production

of joint products. In practice this case is one of very

frequent occurrence, and an extreme case, illustrating a

large and important class of problems, is the problem of the

determination of railway rates. A very large part of the
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expenses of a railroad are not specially incurred in connec-

tion with the rendering of any specific service or class of

services, but for the maintenance of the general equipment.

Incidentally they afford facilities for special classes of traffic,

and all kinds of traffic would suffer from inadequate provision

for these general expenses. It is only in respect of the

special outlay associated with a particular shipment, or class

of shipments, that we can arrive at the direct cost of the

service rendered. For convenience of treatment the following

rough division of expenses may be made :

—

(a) Cost of loading and unloading and cost of labour

and materials used in forwarding any particular consignment.

If the consignment form only a fraction of a train-load, a

large part of these costs is shared with other consignments.

To avoid confusion, let us assume that a train-load is dealt

with.

(|8) Maintenance of road - bed and rolling - stock and

general expenses of railroad staff, (i.) If special rolling-

stock is required for the traffic in question, its cost of

maintenance may be treated as special to that class of

traffic, though not to the particular consignment, (ii.) If no

special cars, etc., are reserved for that class of traffic, the cost

of maintenance of cars, etc., is shared with other classes of

traffic.

(y) Payment of interest on bonds and dividend on stocks.

Were the expenses under the heads ()3) and (y) to be

divided /;-£ ratd among all the traffic, at an appropriate ton-

mile or other uniform rate, a fiction of regulating rates by

cost of service would be maintained. But it would be

only a fiction, since such a pro ratd division lacks rational

justification. The general principle followed in practical

settlement of rates is known as that of charging "what the

traffic will bear." It may be expressed somewhat as follows.

1 he rate charged must cover at least the expenses (a).

These expenses arc loaded, for each class of traffic, on the

principle of making that traffic yield as large a contribution

as possible towards (fi) and (y). In accordance with prin-

ciples examined earlier in this chapter, it appears that an

attempt to overburden any special class of traffic might
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lessen its total contribution, by reducing its volume in greater

proportion than the increase of rate would compensate.

Regard will probably be paid, not merely to actual volume

of traffic, but also to prospects of future profit from develop-

ment stimulated by low rates. All classes of traffic will not

yield equal contributions to general expenses. Some kinds

may yield small amounts, others large amounts. From
points where competition is met, rates may be quoted

yielding but little to these accounts, on the ground that

higher rates would result in not securing the traffic, and that

the traffic does, if secured, yield something beyond cost of

handling. Naturally, an important consideration is intro-

duced when facilities do not exist for taking all the traffic

which offers at rates possible to quote. In that case, there

will be a tendency to accept the more remunerative and to

raise rates against the less remunerative, perhaps to a

prohibitive level.

It is suggested above that any rate which combines the

two points (i.) of affording some surplus over the class of

expenses included under (a)> and (ii.) of being such as to

make that excess as great as is possible to secure by any

variation of the rate, would be acceptable. This needs to be

qualified whenever the case contemplated in (j3) (i.) occurs.

Unless the surplus is adequate to cover such expenses, there

is no gain in affording the service at the rate in question,

which is, by hypothesis, a rate yielding the utmost to be

secured from that class of traffic.

With this qualification, the main considerations affecting

the fixing of rates, where no regulation interferes, have been

indicated. The surpluses, over expenses of handling, which

rates yield, being each as large as possible, their aggregate

will also be as large as possible. Unless this aggregate

suffices to cover the expenses of class (|3), the railroad, even

if constructed, would only be operated at a loss, and unless

change of management were to secure a reduction of ex-

penses, or a better exercise of judgment in applying the prin-

ciples on which rates are determined, the abandonment of

the road would involve less loss than its continued operation.

The existence of such conditions would indicate that the
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construction of the road had no justification in the ability

of the district it served to afford remunerative work for it.

In general, the aggregate of surpluses previously referred

to must cover expenses of class (y) as well as those of class

QS). Should they fail to yield an amount adequate to this,

the proof thus given of the unremunerative character of

railway enterprise in the district served would operate as

a check to subscriptions of capital for other lines, or for

extensions in that district, which difficulty could only be

removed by such development of the district as would

afford remunerative traffic to the road which served it, and

an adequate amount of such traffic.

If the surpluses aggregate enough to yield an unusually

large return to capital, either or both of two changes may
follow. Competing lines may be built to share in so re-

munerative a traffic, and may divert enough traffic to reduce

the amount available for dividends to a less attractive level.

Anticipating such a movement, and as a means to avoid

the competition otherwise likely, or under the pressure of

public opinion or of legal enactment, rates may be reduced,

on important classes of traffic or sections of the line, to a

level below that at which they respectively yield the largest

net return securable from that traffic, thus dividing between

users and owners of the line the advantages which it is in a

position to afford.

It is not proposed in this place to give any complete

treatment of railway problems, but merely to indicate the

general principles on which the supply-prices of members of

complex groups of joint products are determined. Another

case of the problem is the division of the general expenses

of a large retail establishment among the different lines of

goods dealt in. Here again the principle of " what the

traffic can bear " must be applied. Each line of goods will

bear, not a share of establishment charges which it must
bear, in the sense that its own existence would be threatened

if the profit required to cover that share of charges could

not be made, but what it can, subject to the condition that

all these, larger or smaller, contributions to profits shall

ther suffice to yield a satisfactory dividend. It would
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not be difficult to multiply instances requiring the applica-

tion of the same general principles.

In discussing the general principles of value, the case of

a supply definitely limited in quantity, independent of the

willingness of men to devote time and effort to procuring

supplies, called for attention. It may be noted that, when

we consider the equilibrium of supply and demand at any

instant, though supplies could be, and will be, varied in the

course of time, perhaps a short time, the momentary

situation is that of fixed supplies, and the considerations

appropriate to a supply rigidly limited may be applied.

Corresponding to the case of a fixed quantity supplied is

the case of supply at an invariable price. When more than

one commodity is offered on these terms, a peculiar interest

attaches to some phases of the problems which result. As
the condition is approximately realised in the case of

railway or tramcar passenger services, additional light on

part of the preceding discussion may be obtained by giving

special attention to this aspect of the case. The fares may
be taken as fixed by authority or by custom, so that the

equilibrium of supply and demand must be effected, if at all,

by providing just that amount of accommodation which is

called for at the fares fixed. The amount of supply must

be adjusted to the demand at the price, which is not open to

adjustment. As in other cases, we shall find the marginal

utility of the commodity {i.e. of the service rendered) to be

measured by the price. The questions affecting supply are

limited to those relating to whether the service can be made
to pay at the fares fixed. If not, the hypothesis, that only

such supplies of goods will be forthcoming as are remuner-

ative to producers, would lead to the conclusion that the

service will not be rendered at all if the fares are too low.

If the fares cannot be raised, the supply must either be

entirely lacking or be adequate to the demand at the fixed

fares, or else there may be no balance of supply and demand.
The latter condition may be illustrated by the case of cab-

hire where fares are fixed by authority. The supply of

available cabs may readily be conceived to be less than

sufficient to meet the demand at the authorised fares, and
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accident may determine whether the available cabs are used

by those who are most willing to pay, or by those who
would be restrained from using cabs if fares were raised

somewhat. There is, in these cases, a further feature, which

was held in view in making the above statement that the

condition is approximately realised in the illustrative

instances referred to. The service may remain nominally

the same but be really changed. A crowded railway-

carriage or tramcar is not quite the same thing as one with

plenty of room for all its passengers. An upholstered

carriage is more desirable to the traveller, as a rule, than one

with uncushioned wooden benches. Slow conveyance is not

the same service as quick conveyance. Variations in the

adjustment of supply to demand can, therefore, be effected

without nominal alteration of price, by a change in the com-

modity offered while its designation is unchanged. Where
the balance of supply and demand is sought in this manner,

it cannot be strictly said that the commodity is offered at

an unchanged price.

A further illustration will show another method ofeffecting

the partial adjustment of demand to supply, without acting

on demand through price, and may lead to complete adjust-

ment. The price of admission to the gallery of a theatre

being fixed, and its accommodation, even with such extension

as uncomfortable overcrowding permits, being limited, the

adjustment of the fixed supply to the demand called forth

by the fixed price, when this is in excess of the available

accommodation, is partially effected by the practical method

of the attendance of eager competitors for places before the

doors are open. The discomfort of a prolonged wait, first

outside the door and afterwards inside, before the perform-

ance begins, may be regarded as a real addition to the

price paid in money for the place. Similar waiting, which

may, however, be done by deputy, may be necessary even in

the case of seats which are booked beforehand. Where seats

are distributed, not to those, of all would-be occupants of

them, who are willing to pay most, but on the principle of
" first come, first served," supply and demand may not be

equated, even by the operation of the restraint on demand
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which the necessity of paying in inconvenience as well as

in cash imposes. The raising of the price of seats on special

occasions is an effort to effect some part of the adjustment

of demand to supply, in a manner more profitable to the

managers of an entertainment than the exaction of the

whole addition to the ordinary price in the form of incon-

venience endured.

Some attention having been given already to that side of

the subject, we are not here entering on the consideration of

the profitableness or otherwise of the business of providing

a commodity or service at a price fixed by authority or

custom, or the principles which lead to the fixing of one

price rather than another for the goods or services, in regard

to which the variation of the price from time to time in

accordance with the changes in cost of the goods or services

is practically out of the question. The consideration here

given to the problems involved takes for granted the fixed

price, and some of the results of its being a fixed one are

traced.



CHAPTER VI

THE PROBLEM OF INTEREST

The Share of Capital in Distribution

IN dealing with the value of capital, we are confronted

with two interpretations of the word. These interpreta-

tions correspond to, though they are not entirely identifiable

with, the two senses of value, namely, value-in-exchange

and value-in-use. With capital, the two uses of the term

correspond to the difference between a general control of

productive appliances, and particular appliances appropriated

to special uses. In the latter connection, we are concerned

with the valuation of goods whose services to their possessor

are not direct, instrumental goods as they are sometimes

called. Their value is arrived at by the application of

principles already discussed. The demand for them is

derived from the demand for the consumable goods in the

production of which these instrumental goods are used.

The supply is, as with other goods capable of being increased

in amount in response to demand, controlled by considerations

of the relation of their cost of production to the utility they

possess as instrumental goods. That utility is related to

the supply, as in other cases of value. Whatever may be

the case as regards capital in general, it is true that the

continued increase of the quantity of one particular instru-

mental good, which is associated with any given aggregate

of other means of production, will not result in a continued

proportionate increase of values produced. If more capital

is to be employed in the industry in question, it will be

given a variety of forms. Indeed, the employment of more
capital may lead to an abandonment of some (perhaps many)

79
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of the older forms of instruments, and their replacement

by other, more efficient, instruments. This substitution is

stimulated by the decrease of the marginal utility of each

individual instrument as its supply is relatively increased.

To take an example, imagine the equipment of a railroad

increased by the increase of one single item, say of locomotives.

It hardly needs proof that the additional services capable of

being secured from each successive locomotive, when the

railroad is once fairly equipped, will steadily, perhaps rapidly,

decrease, till the stage is reached at which the cost of

additional locomotives exceeds their value to the railroad.

An increase of capital represented by locomotives might

take place, not by multiplying engines of one pattern, but

by the construction of new and more efficient patterns.

Here, too, it hardly needs proof that the utility of additions

to capital is on a decreasing scale. The same considerations

as have been applied to the case of locomotives may be

applied to other forms taken by railroad capital, such as

special classes of rolling-stock, sidings, etc. It would thus

appear that, in each particular industry, apart from new
devices in production, the utility of continued increments of

capital proceeds on a diminishing scale, and that whether

we think of specific forms which the capital may take, or

of the general increase of capital values concerned in the

industry. The introduction of new devices, or discovery of

new principles which cause a change in the processes of

production, may afford scope for the utilisation of more
capital without a diminution of its marginal utility, but

the effects of such improvements, in finding place for the

profitable introduction of additional capital, are as liable to

exhaustion as is the stock of knowledge available at any
given time. Thus we may make use of the principle of

diminishing utility as affecting capital, both specific instru-

mental goods and the group comprising all kinds of such

goods, with the same propriety as in the case of demand for

goods directly consumable. The adjustment of supply to

demand encounters some difficulties, arising out of the fact

that the instrumental goods are a means of procuring con-

sumable goods at a more or less distant date, and it must,
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therefore, be anticipated demand for those consumable

goods, combined with knowledge as to the efficiency of

the instruments in producing them, that leads to the demand

for the instruments. The correction of inaccurate estimates

of the demand for the commodities can only result from

experience, and hence we may expect that the adjustment

of supplies to demand, at any rate to demand at the antici-

pated level of value, will be less prompt than in the case

of commodities whose preparation needs little preliminary

provision of materials and instruments of production.

Investments of capital, that is to say the giving to capital

of specific instrumental forms, are made on the basis of

anticipation of future conditions. The change of the forms

of capital can only be effected slowly. Hence we might

reasonably expect a considerable lack of adjustment, between

the forms, and the total amount, of capital and the demand
for that capital arising out of the productive services it

can render. The actual utility of existing capital, like the

marginal utility of a given fixed quantity of a particular

consumable commodity, is a result of actual existing

conditions. The supply of capital, both as a whole, and

in the various forms it may assume, may be either greater

or less than would be worth producing in order to secure

the value represented by actual marginal utilities.

Capital which exists as a particular instrument of produc-

tion, whether materials, buildings, machinery, or other form,

be in question, has a marginal utility which depends on the

actual supply of that particular instrument in relation to the

demand for the services it can render. The increase or

decrease of the supply results from the relation of this

marginal utility to the cost of production, modified by

anticipations as to the changes which the marginal utility

may undergo in the future. The more enduring the form

of the particular instrument, the more remote the influence

on its value of possible or probable changes in its supply

stimulated by this relation of utility to cost of production.

In dealing with the question of the value of capital, and

with this as a particular application of the general principles

of value as dependent on demand and supply, we are

6
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induced to specify two problems, the one relating to the

existing supply of capital, in more or less specialised forms,

considered as a store of capital ; the other relating to the

supply of new capital, considered as a stream. The capital

in the store is mainly in forms which cannot be applied to

any purpose other than that for which the form was designed,

without loss of efficiency. The stream of new capital may
be given whatever forms seem most likely to render it most

effective. Regarded as a supply, its units may be treated as

interchangeable with one another as freely as different coins

of the same denomination. We have already given some
attention to the conditions determining demand for new
capital. The anticipations of being able ^o so use it as to

cause it to return more than it costs are the*sources of such

demand, that is to say, the field of profitable investment is

the determining feature. This is partly found in exten-

sions of existing enterprises, partly in new ventures. The
probable yield from such investments will need to be

estimated after making allowance for risks of loss or of

irregular returns, and also for services of management,

before the demand-price for the use or control of capital,

merely as such, can be arrived at. The field of investment

may present opportunities for the employment of small

amounts of capital so as to give a large yield, but, the larger

the amount of capital for which there are desired invest-

ments, the smaller the net yield below which expectation of

return is not required to sink. So far as concerns the

extension of old lines of investment, experience may afford

a more conservative estimate of probable net yields than is

entertained where new ventures tempt the^nvestor. The
estimate of the risk is not made alike by all investors, and

equal gross yields may represent very different net yields,

very different demand-prices for capital, to different investors.

This is a feature of the constitution of the market for the

loan of capital which must not be ignored. Actual invest-

ment of new capital may take place in old enterprises ; that

is to say, the owner of the uninvested capital may exchange

his command of fluid capital for the ownership of capital

already invested. The new capital is not, however, finally
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disposed of in this fashion. The new investor is, perhaps,

spared the difficulty of gauging entirely unknown risks, by
taking over property the history of which is a guide to the

relation of gross to net return which may be fairly anticipated

from it. A more experienced head, possibly, is given control

of the selection of the investment of the newly-formed

capital. In some degree this exchange tends to put control

of new capital into the hands of the more adventurous

spirits, whose estimate of the risks is likely to fall below the

sound actuarial value of those risks, so that experiments

are tried of more unpromising appearance than would be

tried by more cautious men. How far this is disadvantageous

to the community must depend largely on the balance

between success and failure achieved, for unpromising

ventures are conspicuous successes in some instances as well

as ignominious failures in others.

The supply of capital available for new investment must
now be considered. It is not confined to the new savings of

the community, as appears at first sight, though these are all

that form real additions to the store of capital. The annual

product of the labour and capital and land of the community
affords the source, first, of what is required to make good all

wear and tear of instruments and all material used up ; and,

in addition, of what is available either for savings or for

expenditure in ways selected without reference to their

bearing on production. In the first part we must include

what is needed to maintain the supply of human agents of

production as well as of other agents. Perhaps, further,

the making good of wear and tear should be conceived' of,

not from the point of view of the least which could be

effective to that end, but rather in relation to what, in the

actual state of things, will actually be required. The second

head covers the saveable surplus, and the actual amount of

saving which takes place will be dependent on the disposi-

tions of those who own this surplus, and on the strength of

the inducements to allocate it to the service of present or

future cravings respectively. Of great importance in turning

the scale between future and present, is the gain that may be

expected if consumption is delayed. The satisfaction ex-
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perienced from the contemplation of supplies of a given

commodity, or of goods in general, at a future date, is less

than is experienced from the contemplation of supplies of

equal amount and otherwise identical, but available now
rather than in the future.

This lower estimation of future needs and satisfactions

as compared with present needs and satisfactions may be

expressed as a discounting of the future. The rate of

discount varies with different persons, and perhaps with the

same person at different times. With some the needs of the

future are so vividly realised, and the doubt of future ability

to make provision is so emphatic, that the rate is very low,

perhaps even negative, that is to say, that, to be sure of

provision for a future contingency, a present sacrifice will be

endured corresponding to an amount greater than that future

provision. Present savings for future needs are not checked

in such cases, even though payment must be made for the

safe-keeping of the stores laid up for the future. Were no

revenue securable from savings, these would not in such cases

cease to be made. Similarly with savings from incomes

whose magnitude exceeds the needs which habitually

demand satisfaction on the part of the receiver of such

income. But in addition to such saving as is independent

of earnings anticipated on the savings themselves, there is

some which is stimulated by, and dependent on, the amount

to be secured from the investment of the savings. Such

savings have a supply-price, and the higher the price the

larger the volume of savings. Two influences have been

prominent, in the history of recent generations, as affecting

savings. The one is the more vivid realisation of the need

of making provision for the future, tending to enlarge

savings, the other the fall in the amount yielded to invested

capital, tending to restrain savings. With these, an enlarged

fund from which savings are possible, and increased civil

security, i.e. improved guarantees of the enjoyment of the

fruit of savings, have also powerfully stimulated savings.

The actual stream of savings is determined in volume, as

the stream of supply is determined in the case of ordinary

commodities, on the one hand by the return to be secured
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by the investment of the marginal amount saved, on the

other by the resistance to be overcome to secure the saving

rather than the spending of that marginal amount, that is,

its devotion to the supply of future rather than of present

needs.

The supply of capital available for fresh investments is

not, however, as has already been stated, confined to the

newly-made savings from current revenue, and, as a result,

the statement just made needs some correction. While the

actual additions to capital are limited to the new savings,

some part of what represents a wear-and-tear allowance on

existing capital may compete with new savings for employ-

ment in new ventures. The income received by a capitalist

from his capital is, from certain points of view, rightly

divided into what is needed to maintain his capital, that is

to replace materials used up and make good wear and tear

of machinery and the like, and into the amount remaining

after such maintenance is provided for. This last amount
alone can provide additions to the capital, but the capitalist

may elect not to replace materials or machinery which is

wearing out, and the funds which might have served this

purpose may go to increase the stream of fluid capital

seeking new investments. In corresponding fashion, the

replacement of materials or worn-out machinery is a use to

which funds may be applied which are not any part of the

income afforded from the employment of such materials and

machinery. The field of employment in which the rate of

interest is determined is thus wider than that with which

new savings proper are concerned. Capital not newly saved

but merely freshly disentangled from some previous concrete

embodiment, takes a place alongside the newly-made savings

as a part of the supply whose marginal supply-price is the

rate of interest. On the other hand, the field of investment

for fluid capital is not limited to new enterprises and
extensions of old enterprises, but comprises also the re-

formation of instruments which have exhausted their

services as capital in aiding in the formation of current

income. The demand for capital, of which the marginal

demand-price registers the rate of interest, is, in fact, wider
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than the demand from fresh enterprises considered above.

These extensions of the conception of what constitutes that

demand for and supply of capital which determine the

current rate of interest, do not alter the nature of the

considerations indicated as governing that rate. They do

operate to bring into closer contact the actual yield of

capital which cannot, for the time, be withdrawn from its

investment, and the prospective yield of capital free to

choose any of the avenues of investment for fluid capital.

Though capital cannot, generally speaking, be freely trans-

ferred from one enterprise to another, some transference

can take place, and the portion of capital thus transferable

must be added to that not yet committed to any investment

to determine the aggregate of what is available for invest-

ment.

Why do we not adopt the plan of considering together

all capital, old or new, invested or free, and all opportunities

of employment for capital, occupied or not, in discussing

the rate of interest? Mainly because actual instrumental

forms of capital can only be regarded as forms of capital,

and are not able to be dealt with on a footing of equality

with free capital. Free capital can avoid a less promising

investment in favour of a more promising one, but invested

capital must, for the time, remain in the investment in

which it is, however unprofitable it may have turned out to

be. The owner of free capital can become the proprietor of

such invested capital, but the exchange must be effected,

not on the basis of the cost of the invested capital, but on

the basis of its earning power. Its value is estimated as

equal to that of so much free capital as would, at the current

rate of interest, yield an equal net income. The proportion

of that net income to the cost of the invested capital may
differ in either direction, and to almost any extent, from the

proportion indicated by the current interest-rate.

The borrowing and lending of capital is, under modern
conditions, comparatively rarely a borrowing and lending

of specific instrumental goods, and is still more rarely made
on a contract for the payment for the hire of the capital to

be made in other forms than that of the general repre-
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sentative of values, money. The borrower does not, in a

sense, want to borrow money, but he first acquires money
and then is free to exercise his choice as to the actual forms

which shall represent the capital he proposes to use. He
contracts to repay money and to pay in money for the hire

of what he has borrowed. The savings, of which a good

deal has been said above, are savings of money, or rather of

rights to commodities the amount of which is estimated in

money, say, savings of general purchasing power. General

purchasing power is lent, is borrowed, is paid as the price of

the control transferred by lender to borrower. Before it can

be made productive, it must be transformed into such forms

as buildings, machinery, materials, etc., as a rule. That

could not be instantly done if stores of such goods were not

held ready, that is, the actual productivity of a certain

amount of purchasing power borrowed is dependent on the

prices at which instrumental goods can be purchased, and
consequently on the accuracy of the intelligent anticipation

of the forms which new capital is to take which has been

displayed by the producers of those forms. The test of that

accuracy is the correspondence of the marginal demand-
prices, offered by those who desire to acquire the instru-

mental goods for productive purposes, and the cost of pro-

ducing those instrumental goods.

In the mercantile field there is use for a considerable

amount of capital in the form of purchasing power, to assist

in the exchange of goods. In the industrial field the

capital must be used in the form of instrumental goods in

order to be made productive. The contrast thus suggested

is more in appearance than in reality, for the merchant only

makes his money productive by becoming the possessor of

goods, to which goods he imparts a further utility due to

changes of the goods in place or in time. It is the changes

of value of the goods which afford the profit on his opera-

tions. His investments of the purchasing power (money),

which forms an important part of his capital, are thus such

as to convert it into instrumental goods as truly as are the

investments of the builder of an ironworks or a factory.

The differences lie in the nature of the changes which take
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place in the goods in which the capital is embodied, and the

great contrast in the length of time during which the invest-

ment in particular goods endures.

The capital which is productive, then, is not, strictly

speaking, money capital, but instrumental goods acquired

by means of the money capital. Dealings in capital are

conveniently effected in terms of money, and interest is

spoken of as interest on money. The market for capital is

a market for values, while the utilisation of capital is a

utilisation of actual instrumental goods, by means of which

are secured other goods, whose values enable payment to be

made of the borrowed amount and of a price for its use.

The thing which is bought and paid for by interest is control

of capital. The right to determine what forms of capital

shall be utilised, and how they shall be utilised, is thus

secured. The right of control of money is exchanged for a

right of control of ships or ironworks or weaving sheds or

other concrete capital. Because these things do not exist in

unlimited supply, the right of control over them affords

opportunity for rendering services the payment for which

yields a profit.

Whence arises the productivity of which this profit is an

expression ? The answer is given in various terms. By
some, reference is made to the increase in the amount of

goods which can be produced by the aid of capital with

equal labour, an amount so great as to outweigh the smaller

utility which they have as future goods, as compared with

present goods physically identical with them. By others,

attention is directed to the fact that capital enables its

possessor to adopt indirect or roundabout methods of

production, and that these roundabout methods are more
efficient than simpler direct methods. But what is the source

of the greater efficiency of the roundabout method ? That
greater efficiency, be it noted, is not to be assumed to be in

proportion to the indirectness of the process of production.

The source of this greater efficiency is to be found, in the

main, if not entirely, in the fact that, in the roundabout

processes, man's forces are either assisted by some of the

forces of nature, or are applied so as to be less opposed by
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natural forces, than in the more direct processes. To achieve

these results, knowledge is needed of how to secure assistance,

or avoid resistance, from natural forces, and the devices to

that end are the forms given to capital. Capital has been

said to be the harness by which natural powers are guided

so as to assist mankind in his efforts. The steam-engine

serves to harness the expansive force of steam, and the more
perfect its construction, the more are hindrances from other

natural forces avoided, and the more completely is the aid

secured which this is capable of rendering. The extension

of knowledge enables the construction, or at any rate the

designing, of better, more effective harness for nature's

powers. Recent advances in electrical science abundantly

illustrate this.

The roundabout process is more productive than the

direct process, because the aid of nature, or the avoidance of

natural hindrances, can only be secured when the appropriate

appliances are provided. The provision of the appliances is

therefore a preliminary to their use, and thus the process is

indirect. The perfection of appliances frequently demands
the provision of yet other appliances, by means of which to

construct those we desire to employ. Thus increase of

indirectness in the process often means increase of efficiency.

Yet this is not so of necessity, and greater efficiency with

greater directness may be the result of increased knowledge

of natural laws, giving increased power to utilise natural

forces.

Increase of capital to be employed in industry involves

the progressive exhaustion of the productiveness of each of

the several forms in which capital may be embodied. These

forms are multitudinous, and hence exhaustion is not rapid.

Further, new devices for applying capital in economising

production are being constantly evolved, and this process

retards the rate at which the diminution of utility of capital

is manifested. If the process of invention be sufficiently

rapid, the change may be in the opposite direction, that is,

the means for utilising our knowledge of how to obtain aid

from nature's forces may not expand as rapidly as our power

to apply those means : the marginal utility of capital may
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increase rather than decrease owing to a relative decrease in

its supply. It may also be noted that increase of knowledge

may enable a simpler harness for nature's powers to be

devised ; a smaller capital may give greater results than were

given by a larger one before the increase of knowledge ; a

less roundabout process may be substituted for one more

roundabout. Such a reversal of the general rule is, however,

no ground for denying the general validity of the assertion

that more roundabout processes are more efficient, more
productive, than those which are less roundabout.

What has been above said, as to the source of productive-

ness of capital, may be otherwise expressed by saying that

improvements in the organisation of production, which are

rendered possible by the aid of capital, have the result of

rendering that production more efficient. When immediate

needs do not require the use of all the goods in hand for

their satisfaction, modes of organisation, which are more
effective than those whose products are immediate, may be

adopted. When ownership, or at least control, of capital

has been secured, the efforts of to-day practically yield

results to-day. A constant labour of production goes on,

and a steady stream of products is evolved, which, in effect,

affords payment for all the productive effort currently

rendered, and leaves a surplus. As already stated, the

owners of this stream of new goods have the choice as to

whether they shall be consumed for purposes of immediate,

perhaps transient, enjoyment, or as to how much shall be

devoted to provide more perfect appliances for production.

The forms, which the goods being currently completed take,

depend on the knowledge, as to what that choice will be,

possessed by those who direct the production, a knowledge

based on experience, since men's desires, taken in the

aggregate, do not undergo rapid and violent change.

It should be observed that the market for capital is not

one single market, but is made up of several markets, in all

of which the same commodity, the control of purchasing

power, is bought and sold. The conditions of the market
for capital to be devoted to long-period investment are

somewhat different from those of the market for capital to
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be used in short-period investment. The interpretation of

long and short here may, of course, be somewhat elastic.

To some extent the supply and demand in the former

market are distinct from those in the latter. The changes

in the utility of capital, that is, in the conditions acting

on demand, are especially liable to rapid change in the

latter market. The manifestation of these changes may be

due to changes in the degree in which the total supply has

been distributed between the two markets, leading to a

relative over-supply of the one and under-supply of the other.

The willingness of investors, to dispose of their supply in the

one or the other market, is mainly influenced by the estima-

tion they put on risks running over long periods as compared

with those which terminate quickly, and by anticipations of

the probability of the occurrence of superior opportunities

for investment in the near future, as compared with those

available in the present. An over-estimation of long risks

would lead to investment in rapidly maturing forms, even

with lower net returns ; an expectation of early improvement

in the chances of making a profitable investment would have

a similar result. Influences thus acting on the supply of

capital, for quickly terminating investments as compared

with slowly maturing risks, readily account for divergencies,

between the loan-value of capital in the two cases, which

may be observed from time to time.

The market for capital is thus not so perfectly organised,

that all demands for its use at the same net price rank

equally, and all units of supply are interchangeable. Certain

parts of the market are peculiarly well organised, but there

are other parts more or less shut off from the levelling

influences of a market organisation. With such limits as

are imposed by defects of market organisation, the statement

may be made that the price of the control of capital, the

rate per cent, per annum which is the expression of that

price, tends to equality for all loans. This price, in practice,

is not dissociated from the recompense for the risk attaching

to the particular use to be made of the capital, and thus the

gross interest on different loans is by no means uniform, and

there is no economic force tending to make it so, but quite
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the contrary. That part of gross interest, however, which

stands simply for the right of control of the capital, is, under

competition, subject to influences which operate to render it

a uniform charge. Though the market for capital is not

limited by national boundaries, supplies of capital do not

flow unimpeded over the whole world. Distance is, in some
cases, a real obstacle to the lender, operating especially to

cause the risks associated with a given loan to be estimated

at an amount differing from their real value. This is readily

intelligible, in view of the fact that distance is apt to be

associated with ignorance of the real conditions under

which the capital is to be employed. This ignorance may
add to the real risk as well as to the estimate of what the

risk is.

To some extent, then, different localities have their own
demand for, and supply of, capital, and their own price for

its loan. It is notorious that countries like England, France,

and Germany are better supplied with capital, relatively to

the opportunities they afford for its local investment, than

are countries like Canada, India, or even the United States.

The usual rate at which capital can be borrowed, the rate

at which it pays to borrow, stands higher in the countries

less well supplied than in those whose investment oppor-

tunities have been more completely provided for. In the

former there remain fields of profitable investment the like

of which have been long exhausted in the latter. Because

the opportunities for making capital yield a large profit are

more abundant, borrowers are able to offer more, and its

relatively scant supply prevents lenders from being driven to

offer it at very cheap rates in order not to keep it unlent.

The overflow, from countries more fully supplied, is checked
by the high estimate of the risks associated with employ-
ment of capital in the scantily supplied localities, and thus

under-supply in one country co-exists with over-supply in

another, using these terms in the rather loose sense in which
they are often employed in ordinary language. In a com-
munity where civil order is ineffectively maintained, or

the legislation touching the property of, or debts due
to, foreigners is unsatisfactory, the risks associated with
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lending are large, and the supply of capital is likely to

be thereby restricted. Its local increase is restrained, as

well as the flow from a distance, for savings are discouraged

by uncertainties attaching to property rights, a class of

uncertainty operating in the same way as the uncertainty

necessarily attaching to any event of the future.

In the preceding, no reference has been made to borrow-

ing for other purposes than business operations, inasmuch as

the willingness of the private borrower, who desires means
for consumption in excess of his current income, to pay high

rates for loans, depends on purely personal characteristics in

the main. Such borrowing does not much affect the rates

at which capital is loaned. The devotion of capital to the

ends of spendthrift borrowers diminishes, pro tanto, the

supply available for industrial uses. It is through such

restriction of the available supply that any effects on loan-

rates must be sought.

In modern times the great bulk of the borrowing and

lending is related to industrial and commercial operations,

and the means of paying interest are derived from the profits

which are earned by the employment of the borrowed capital

in these operations. The cheapness of modern loans, the

low rate of interest securable from investments in which the

risk is at a minimum, results from a combination of the

circumstances to which attention has been directed in the

preceding discussion. The total of invested capital is very

great, so that opportunities for additional investments at

profitable rates are practically dependent on the opening up

of new uses for capital, either as the result of changes in the

tastes of consumers, or as the outcome of scientific discovery,

the exploitation of undeveloped districts, or of newly-found

resources elsewhere. The progress of society has removed

from many countries a great part of the risks arising from

liability to civil tumult or to warlike operations. Improved

means of communication, and of spreading information, are

reducing the risks of committing capital to distant invest-

ments. Thus the difference between gross and net interest

has been largely reduced, and the increase of supplies of

capital has reduced net interest, so that the low rates current,
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as compared with those of previous generations, are readily

intelligible.

Though, when dealing with the investment of free capital,

the supply and demand were considered without reference

to the vast mass of invested capital, on the ground of the

difficulty of extricating capital from investments already

made, it is quite possible to take a broader view, and to

include the whole field of investment, and the total amount
of capital available, within the scope of our discussion on the

subject of return to capital and rate of interest. Indications

have already been given that no form of capital is free from

liability to wear out and need replacement. In the course

of a sufficiently long period, therefore, and in reference to the

conditions which tend to be set up ultimately, the difficulty

of withdrawing capital from actual investments may be

ignored. Given sufficient time, capital may be recovered

from the most permanent investment, though some loss may
have to be faced. Such loss of value would not be avoided

by avoiding the withdrawal of the capital. The value of

existing invested capital is a result of its earning power,

and is practically independent of what it cost when the in-

vestment was made. Such earning power means a power to

aid in producing consumable goods or services, which goods
or services embody some part, even if only a small part, of

the value of the capital in question. That value is, therefore,

gradually realisable in a form other than that of the

appliances for production, the capital, under consideration.

If we can take a standpoint from which all capital is able to

be regarded as potentially available for any employment, we
need not limit our discussion of the rate of interest to a

problem in which free capital alone is concerned, or rather

we treat all capital as free capital. The result is not different

to what we may arrive at by a path already indicated clearly

enough. Where capital is earning a rate on its cost above
the rate on current loans, due allowance for risk having

been made, the competition of new capital operates, unless

monopoly privileges exclude competition, to increase the

supply, and hence reduce the value, of the products of that

capital. Thus its earning power is reduced in the direction
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of equality with rates on current investments. Where capital

is earning a less rate on its cost than the current investment

rate, risk being duly allowed for as before, opportunity is

afforded for improvement in earnings so far as absence of

keen competition from new investments of capital in the

same line is concerned. If lack of such competition do not

improve the situation, the ultimate abandonment of that

form of investment is only a question of time, and the

abandonment may be hastened by the competition of new
forms of capital competing to supply the same product.

The value of the old investment is destroyed in such a case,

more or less completely. Thus there is a tendency for

actual earnings to gravitate towards the level expressed by
the interest rate. Earnings must, in this case, be understood

as the earnings on the marginal supply of capital of any
particular form, and, as competition tends to direct new
supplies of capital to occupations where the marginal

return is above the interest rate, it tends to make the

marginal return in every line gravitate towards that rate,

and to make that rate express the earning power, not merely

of marginal supplies of particular instrumental goods, but

of marginal supplies of capital in general.

Some reference may be made to the contention which is

advanced that saving is in danger of becoming excessive.

If there is justice in the contentions of our general discussion,

it must be admitted that an automatic adjustment takes

place between saving and the opportunities for employing

capital profitably. Investors may be unwilling to accept a

reduction of the earnings of their capital. In choosing the

alternative of a more risky investment at a hoped-for higher

return, in place of a less risky investment at a lower

anticipated return, they do not avoid the reduction of net

return. They merely decide to disregard the conservative

valuation of the risks, and to set a lower value on them, and

thus leave a higher value for their estimate of the net out of

a given gross return. Experience will inevitably show what

has occurred if the increase of capital have really reduced

the net marginal return. There are abundant opportunities

for the employment of capital in rendering useful services to
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mankind which promise so low a return that they are beyond

the range of present possibilities. Saving will not have

exceeded its possibilities of usefulness till capital is avail-

able for all purposes of industrial expansion from which

may be anticipated a net yield more than sufficient to com-
pensate for the risks of the investment, so long, that is to

say, as the rate of net interest is in excess of zero. The
attractiveness of expenditure on present satisfactions is

likely to grow as increased application of capital affords

cheaper means of present satisfaction, while decrease of

interest will diminish the inducement to accumulate for

future needs. Thus a check to saving is likely to be felt, as

interest rates fall, though that is not the same thing as

stating that the rate of addition to capital will decrease.

The net productiveness of industry may be so great that the

saveable fund increases fast, and a smaller proportion of it,

reserved for future needs, may mean a steadily increasing

total so reserved. Yet the extent of the field of profitable

investment of capital borrowed at low rates may be very

great, and, in spite of rapid additions to the mass of capital,

the fall in its earning power may be slow, especially having

regard to the opportunities afforded by extension of scientific

knowledge in new fields. The indications of the beginning
of the twentieth century point to a pause in the diminution

of the marginal earning power of capital, if not to a rise.

How long this check, or reversal, of previous tendencies may
endure, we make no attempt to guess.



CHAPTER VII

THE PROBLEM OF RENT

The Share of Land in Distribution

IN the preceding chapter, capital was considered in a

double light. The problem of current demand and

supply was examined mainly in relation to free capital, and

the results reached were largely dependent on being able to

regard the supply as consisting of interchangeable and

equivalent units. The earnings of the least productive

units, the units which, at current borrowing rates, are on the

margin between net profit and net loss to the borrower, were

found to register the marginal utility of capital. To pay

more for these would be unprofitable, while, if they were

yielding substantial net returns, further borrowing would be

profitable—they would not be on the margin. The char-

acteristic of interchangeability ensures the rate paid for these

being the rate paid for all other units, if we may assume the

borrowing and lending to take place in a well-organised

market under active competition.

But capital was also regarded from another standpoint.

It was seen that invested capital cannot be treated on

the interchangeable equivalent units basis. Occupying the

field, it is partly protected from the competition of other

units of capital, which may enable it to secure payment for

its services at a rate higher than that securable by free

capital, while it cannot be readily placed in competition with

capital more advantageously placed, and may, as a result, be

compelled to accept a lower rate of payment for its services

than that paid for free capital.

In the present chapter we arc to deal with a factor in

7
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production the position of which corresponds with that of

invested capital, but which illustrates the conditions just

described in a more extreme fashion than capital. The
supply of capital can, in time, be adjusted to the need for it,

as a result of the relation of return to cost. A high return

on cost leads to greater supply of the form of capital con-

cerned, a low return on cost leads to a decrease of supply.

We have now to give attention to the case where no re-

sponse of supply to the rate of return is possible. This

condition may conveniently be assumed as a means of

examining some of the features of the capital problem, but

it has to be put aside to enable the examination to be

completed. In the case of land, it cannot be put aside, it is

a fundamental feature of the problem to be discussed. Some
of the language used in regard to land, and some of the

results attained, may be usefully applied to certain aspects

of problems relating to other factors in production. There
must remain a fundamental difference, preventing any

complete analogy between such problems and corresponding

problems dealing with land, and arising out of the difference

between a supply which is, and one which is not, in the

long run, responsive to price.

In its relation to production, land is seen to present very

varying facilities to the cultivator. Different portions of

land will yield very different returns to equal labour and
capital expended on them. Differences in fertility, and in

situation relative to the market for the produce of the soil,

enable different plots to be graded in accordance with their

relative superiority or inferiority.

But a second feature is of an importance equal to, or

greater than, the fertility, or convenience of situation, of any
plot of land, and that is the response to additional cultivating

effort which can be secured from it. Increase of labour and
capital devoted to the cultivation of a given piece of land

will, at any rate after a certain degree of thoroughness of

cultivation is exceeded, result in increased product, indeed,

but that increase will be in constantly decreasing pro-

portion to the labour and capital to which it is due.

The increase of outlay in cultivation, then, produces a
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diminishing rate of return after a certain point is passed, if

not throughout.

That this condition of diminishing returns is a reality may
be demonstrated, either by specific experiment, or, more
generally, by the following consideration. If returns to

labour and capital employed on a fixed land-area were

either in constant or increasing proportion to the labour and
capital, it is clear that the economical method of raising

agricultural produce would be by applying very large

amounts of labour and capital on the most fertile land

available and letting the less fertile land remain uncultivated.

The fact that experience leads practical farmers to limit the

intensiveness of their cultivation, and to utilise their further

resources in extending the area under cultivation, may be

taken to imply that neither constant nor increasing returns

are found in practice. By this is not meant that changes in

methods of cultivation, consequent on changes in demand, or

on extension of knowledge of the science and art of agri-

culture, may not provide opportunity for using some
additional labour and capital, on land already cultivated, in

such a way as to give a return greater in proportion to the

cost than was previously secured. It may also occur that a

choice has to be made between alternative methods of culti-

vation, the one involving a smaller outlay of labour and

capital than the other. The larger outlay may be known to

be likely to yield a return more than proportionately greater

than that securable on the smaller outlay, but the choice

may, nevertheless, fall on the smaller outlay, the less intensive

method of cultivation. Were capital abundantly available,

and a market for the produce able to be secured readily, the

more intensive method might be adopted. Thus, even with-

out change in agricultural knowledge, changes in other

conditions affecting the farmer may enable him to reap pro-

portionately greater returns by employing a greater amount
of capital and labour on his land. The assertion that, in

general, land yields diminishing returns to increased effort

laid out on it, is quite consistent with such facts.

When a farmer is considering what he can afford to offer

for the hire of land, he must necessarily consider the relation
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of the return he may expect to the cost of securing it.

Comparing different plans of cultivation which the nature of

the soil permits, he selects that which promises the largest

net return, the maximum surplus of value of products over

expenses of cultivation. It is this surplus out of which the

payment for the hire of the land must come, and, if he have

not included in the expenses of cultivation an adequate re-

muneration for his own labour the surplus must provide for

this also. In making his offer for the hire of the land, the

farmer will be guided by his estimate of the surplus it can

yield above the expenses of cultivation, taking one year with

another. He will endeavour to secure as much for himself

as he can, but, if we assume that there is competition among
would-be tenants, the amount he can secure as the price of

his own efforts will depend on what equally skilful com-

petitors are content to accept as the price of theirs. We
shall see later that the amount thus chargeable as the price

of the managing-farmer's services is capable of determination

on definite principles. Let us accept it, here, as a settled

amount. Then the surplus above-mentioned, after being

charged with the farmer's personal remuneration, leaves a

balance which represents the most which can profitably be

offered for the use of the land. If competition for tenancies

be keen, the owner of the land will be likely to secure the

whole of this. If not, that means that the supply of men
able and willing to take the risks of hiring land for farming

purposes is relatively small, and that they are thus able to

secure advantageous terms as the price of their co-operation.

To recur to the possible variations of plans of cultivating

the land. It was stated that the plan selected was that

likely to give the greatest net return. If the object in view

in making the selection be the determination of the highest

bid which can profitably be made for the use of the land,

it is clear that the selection will be made as stated. It is,

however, assumed that the supply of capital and labour

needed to give the greatest net return can be secured. If

that be not the case, the selection of the scheme of cultivation

will be relative to the ability to secure capital and labour to

carry it out, and any competitor for the tenancy who has a
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more ample supply of capital and labour under his control

may be able to offer a higher price for the land. Supposing

capital and labour to be abundant relative to the land

available, consider what is implied in the statement that the

greatest net return is taken as basis in determining the

amount the farmer can afford to pay for the hire of the land.

Suppose the plan of cultivation selected to be modified in

the direction either of greater or less expenditure per acre.

If the expenditure be less, the net return being less implies

that an increase of expenditure would add more to the

gross return than would be added to expenses, that is, it

would increase the surplus. If the expenditure be greater,

the surplus is reduced : this must, clearly, be due to an excess

of the added expenses over the addition to the gross return

thereby secured. If reduction of outlay and increase of

outlay be alike accompanied by reduction of the net surplus

of returns over expenses, the marginal outlay must just be

remunerated, the marginal expenses must add to the gross

returns just sufficient to meet those expenses.

The price paid for the hire of land is known as Rent,

and in economics this word is used to indicate the amount
of the surplus of returns over expenses, which can profitably

be offered (but not exceeded) for the use of land when land is

hired from its owner by its user. In what has preceded, there

has been considered a surplus out of which farmer and landlord

were both to be remunerated. This course has been taken

in view of the difficulty of charging for the farmer's labour

and skill, with hired labour and capital. In general the

land is, and is regarded as, a fixed productive instrument,

with which are to be associated appropriate amounts of

other instruments, the latter being able to be varied in

quantity at pleasure. But with the land is also, in general,

associated the farmer, and we have regarded the two as

a combination of unvaried amount, with which suitable,

variable, amounts of capital and labour may be associated.

We have conceived the farmer as hiring the labour he needs

and the capital he uses, or charging them against expenses

at the rate at which they might be hired ; also as selling the

produce, or estimating it at its selling value if it be not sold.
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In this way the problem of what expenditures are, and what

are not, worth making, can be more clearly conceived of

than where produce is not valued at its selling value, or

cultivating effort priced at its cost for hiring. Labour hired

by the day can be applied in greater or less quantity as

prospects of profit may dictate. As to the farmer himself,

he is personally committed to the business, and his efforts

cannot be reasonably considered as supplied at a tariff rate

in the work of the;farm. Whether more or less of capital or

labour should be used must be determined in relation to

its cost and probable returns, and in that cost an extra

charge for the farmer's services does not appear as a

necessary and invariable item. Some contribution to the

farmer's profits may be anticipated, or there would be no

inducement to undertake the risks of borrowing capital and
hiring labour, but the amount of that contribution does not

appear as a charge on the same level as interest on capital

or wages of labour hired. If the farmer cannot look for

profit in taking a lease at a given price, we may assume he

would seek other avenues of employment.
When a contract to hire land at a given annual price

has been made, it is clear that an inducement exists to

undertake any line of expenditure promising returns in

excess of the outlay, and to avoid all in which the excess

is in the contrary sense, and this whether the contract-rent

correspond with the surplus yielded by the land or not.

If the contract-rent be less than the land turns out to be

capable of yielding, the farmer shares in the advantages of

ownership during the term of his tenancy. If the contract-

rent be greater than can be paid from the land's products,

the farmer must, if held to his contract, receive an in-

adequate remuneration for his own services, and may have

to trench on capital to provide means for paying his rent.

This may reduce his power of cultivating the soil in the

manner calculated to get from it the best it can give, and
thus add cumulatively to the farmer's distresses.

It is easy to conceive of conditions which may cause

contract-rent to differ from the rent-yielding capacity of the

soil. Thus, an unwillingness to leave a farm which had
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been held by parents and grandparents may serve to induce

a submission to the exaction of a rent which leaves an

inadequate remuneration to the farmer for his labour.

Similarly, a landlord may be unwilling to press an old

tenant, even though the land has risen in value. Further,

capital invested in the soil cannot be withdrawn at short

notice. Some improvements may take years to exhaust,

and a tenant, who was unable to secure adequate com-

pensation for unexhausted improvements, effected at his

cost, might lose less by renewing his lease, at a rent higher

than the land, without those improvements, could bear, than

by abandoning the value represented by improvements.

Where such hindrances to unfettered competition are

absent, the competition of farmers for tenancies, and the

desire of landlords not to have land unlet, tend to adjust

contract-rents to the level determined by the surplus of

the returns over the expenses of cultivation of the soil.

The amounts of the rents of different soils tend to be

adjusted to the differences in the facilities which they

afford for cultivation. Where the nature of the soil demands
cultivation by men of greater ability, these are in a position

of advantage for securing the tenancy, since those of less

ability will fail to secure a yield large enough to enable

them to make offers for the land as good as those which

the more capable can make without sacrifice of profit. It

is necessary to state this, since the tendency in comparing

different farms theoretically is to consider them as cultivated

with equal skill. In practice, higher skill is required for

some classes of farming work, and an adjustment takes

place between the skill of the farmer and the opportunities

afforded for the exercise of skill on different farms.

The amount of rent has been stated above in terms of

returns to and expenses of cultivation. We now proceed to

present the same fact from a different point of view. If the

needs of a country for agricultural produce (say wheat, for

precision) could all be supplied from the most fertile soil it

contained, no soil inferior to the best being cultivated, and

the yield being, say, 25 bushels an acre, rent would not

appear, and the price of produce would correspond to the



104 ECONOMIC PRINCIPLES

cost of raising it on this best soil. Imagine the community

to increase, so that its needs could no longer be met from the

best land, under the old conditions of cultivation. An
inferior quality of soil might then come into use, yielding

but 22 bushels to the acre. Under these conditions, the

value of the produce must be adequate to make its pro-

duction on the inferior soil profitable, that is, it must rise

till 22 bushels suffice to pay the expenses of cultivating an

acre. The best soil will now yield 3 bushels per acre beyond

expenses, and the cultivator will be no worse off, when

paying 3 bushels per acre rent for the best soil, than when
paying no rent for the second-rate soil. If the need for

produce increase further, so that a third quality of land,

yielding but 20 bushels, must be brought into contribution,

the value of the produce must rise so that 20 bushels may
cover the expenses of cultivating an acre. The best land

can now yield a rent of 5 bushels per acre, the second

quality one of 2 bushels. With more numerous gradations

of quality the general principle remains unaltered, and an

approximation is made to real conditions, where different

qualities of soils are found grading gradually from best to

worst. Advantages of situation are equivalent to additional

fertility, as reducing the expenses of marketing, if not also of

obtaining the appliances for raising, the produce.

In the above illustration, the need of recourse to

inferior soils may be avoided by having recourse to more
intensive cultivation of the superior land. Thus, if doubling

the labour and capital on the best soil would yield a total of

48 bushels per acre, the yield to the second half of the labour

and capital would be 23 bushels, while it could only secure

22 bushels on second-grade land. Under such conditions,

and so long as such intensive cultivation yielded a supply

adequate to the needs of the community, the price need not

rise above what would make 23 bushels sufficient to pay for

an amount of capital and labour equal to that originally

conceived as expended on each acre. That original

cultivating effort yielded 25 bushels, and may now be

remunerated with the value of 23 bushels. Thus an excess

of 2 bushels appears, in similar fashion to what previously
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occurred through the recourse to second-grade soils. With-

out supposing so great a change as a doubling of the outlay

on each acre, some increase of the capital and labour may
realise returns in the proportion indicated by the figures

used in reference to a supposed doubling, and the effects on

the proportion of the original 25 bushels needed to pay the

expenses of the cultivation of the soil will be unchanged.

Thus, alongside of, and concurrently with, the advance of

cultivation to inferior soils, we have a more intense applica-

tion of capital and labour to soils already cultivated. In

each case it is seen that the surplus available for rent is

equal to the excess of the actual produce over the amount
needed to cover the expenses of cultivation. To state the

amount of rent with reference to those expenses, then, is by
no means in conflict with the conception obtained by means
of illustrations such as those we have now been considering.

How do these ideas apply to the case of land used for

building purposes, or to mining properties? First, let us

consider building land. Here, situation is practically the

one element in determining the differences in value of

different sites of equal area. But, as in the case of

agricultural land, we may properly give attention both to the

differences between different sites and to the differences in

the various modes of utilisation of the same site. A site in

a business thoroughfare affords opportunity for transacting

a larger amount of profit-yielding business than a similar

site in a side-street. There is a greater excess of income

over expenses in utilising the one than in utilising the other,

and that excess is the measure of how much more may pro-

fitably be offered for the use of the more convenient site.

In planning the building to be erected on a given site, the

expenditure will be considered in relation to the revenue-

yielding capacity of the accommodation secured. The limit

of expenditure will be reached when additional outlay adds,

to the prospective yield, not more than enough to cover

interest on the outlay and a fair remuneration for the risk

undertaken in connection with it. The total yield will bear

a greater proportion to the total outlay than the marginal

yield thus conceived to the marginal outlay, and the
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difference provides the fund from which the rent of the site

may be paid. The price which is worth offering for the site

depends on this prospective difference, and is limited by it.

As in the case of agricultural land, it is with reference to

the most advantageous utilisation of the area, under the

circumstances of the time, that the rent-paying power of the

site is determined. If, for any reason, the site be utilised

for a less advantageous purpose, those interested must be

supposed to see some indirect compensation for the sacrifice

involved in devoting to a less productive purpose what was

suitable for a more productive one. When once the site has

been improved, the building erected may, in course of time,

become not fully suited to the needs which have developed.

Its actual usefulness will determine the rent-yielding power

of site and building together so long as it remains, and a

comparison of this with the best use that could be made of

the site, if unencumbered, will determine whether it is more

profitable to leave the building as it exists, or with minor

adaptations to existing needs, or to replace it with a new
building, more fully adapted to the new conditions of the

locality. It is almost obvious that high rental values of

building-sites can only exist where there can profitably be

made costly improvements to the site; only where large

amounts of capital can be turned to use in connection with

the site can it be worth a large rent. The rent arises

because of the opportunity for using the capital so as to

secure a return in excess of the cost of securing the use and

replacement of the capital. The rent is, in fact, the price of

that opportunity. As in all cases of rent, if equal oppor-

tunities of profit could be found without using the rented

object, there would be no stimulus to the payment of rent

for its use. Because land affords opportunities, and in the

degree in which it affords opportunities, for using capital and

labour with greater profit than elsewhere, it becomes worth

while to pay for the privilege of access to those opportunities,

and to pay any price which leaves some residue of advantage

to the purchaser of the said opportunities.

In passing, special attention may be directed to a

difference already noted between agricultural and building
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land. With building land, the plan on which capital is

expended in improvements is determined, as with agri-

cultural land, by the prospective advantages to be secured

by such an expenditure of capital. But the nature of the

case makes a large part of the capital outlay on building

land such as gives its returns somewhat slowly, and changed

conditions, making a different kind of improvement more

advantageous, cannot, in general, meet with so prompt a

response as is possible as the result of like changes in

reference to agricultural land. Much of the capital re-

presented by improvements of agricultural land gives a

return sufficient to replace it within a short period of years,

and thus opportunity is afforded to adapt the forms of

capital fairly quickly to the changing knowledge and needs

of agriculture. For the most part, similar changes in build-

ings in cities require a longer term of years before they can

be effected. The rent idea applied to an improved urban

site must generally be applied to the land and to a good

deal of capital effectively bound up with the land. In the

case of agricultural land, though the same is to some

extent true, the dissociation of land and capital can be more

easily conceived of, and occurs more rapidly, as a rule, in

practice.

For what is land-rent a payment ? The Ricardian

phraseology is that it is the payment " for the use of the

original and indestructible powers of the soil." As Professor

Marshall has pointed out, the powers of the soil which are

original and indestructible are situation and area, implying

access to sunlight, rain, etc. Other properties of the soil

can be created and destroyed, but these are important as

determining whether it is worth while to attempt the modi-

fication of those other properties. As already indicated,

land as hired combines certain mechanical and chemical

conditions of the soil, which can be created or destroyed,

and the use of buildings, roads, etc., facilitating the working

of the land, with the use of the original and indestructible

powers referred to. Inasmuch as contracts for the hire of

land aim at securing that its existing powers shall be

maintained, whether original or acquired, destructible or not,
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there is no great gain in debating closely what is the line of

division between the two classes of properties fitting land

for use.

In some agricultural leases provision is made for modifi-

cation of the condition of the land, and compensation duly

bargained for. In the case of building land it is still more
usual to provide for the making of certain improvements,

which are to pass to the owner of the land at the termin-

ation of the lease. In such cases, too, it is only reasonable

to suppose that the amount of rent contracted for is affected

by the presence of these features in the contract. When,
however, we consider the case of mines, we have such

compensation, for a change in the condition of the property

leased, not as an accidental, but as a necessary, feature of

the contract. A mine cannot be used without a decrease in

the store of mineral which it contains. Payment for the

use of mines, therefore, includes a compensation for the

decrease of the value of the mine necessarily resulting from

its working. The royalties which are commonly paid to

mine-owners are, then, partly a payment for material

removed, and only partly a rent proper. But they are, in

part, a true rent, for the varying facilities for the extraction

of mineral in different mines correspond to the differing

fertilities of different farms. As with farms, so too with

mines, more or less intensive working is possible, and may
enter into the rent problem in each case. Where mineral is

easily and cheaply won, and enters into market competition

with other mineral which is difficult and expensive to

extract, the former can bear a higher royalty than the latter,

and the differences in royalties are directly comparable with

differences in rents of building sites or of agricultural land.

But, so long as all the mineral is charged with royalty, the

cases are not completely parallel. The condition which

limits the profitable extraction of mineral is that its value

shall cover, not merely the cost of winning, but the royalty

in addition. Thus the marginal output has to bear a charge

not falling on the marginal produce of agricultural land.

In each case the expenses of production include the replace-

ment of material and instruments used up, and replaced, or
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at any rate replaceable, but the mineral bears, in addition,

a charge for natural resources used up and not replaceable.

The price of produce, every unit of which bears a charge

additional to the expenses of winning it, must be higher

than where that charge is not imposed. So much of mining

rents or royalties as constitutes such additional charge is

a cause of an elevation of price in the produce. If it were

not charged, the amount of produce raised and placed on

the market would be increased, for some mineral, which can

return the expenses of winning it, but cannot bear charges

beyond these expenses, would be added to the supply as a

result of abolishing the charges, or deducted from the supply

if charges of this nature were imposed where none had

previously existed. In the case of agricultural land, leased

in the ordinary fashion, the remitting of rents by landlords

would not affect the intensity of cultivation of the soil, and

therefore the supply of produce. It might do so if the

tenant had been inadequately provided with capital, for the

extra funds thus placed in his hands would render it possible

for him to improve his mode of cultivation. But, as pre-

viously pointed out, the conceptions relating to rent have

been worked out on the hypothesis that the farmer owns,

or can borrow, capital adequate for making the most profit-

able use of his holding. Relief from the demand for rent

would, in that case, simply give him the advantages of

ownership, and it has already been noted that the intensity

of cultivation would not be changed thereby. Some modi-

fications would arise in practice from the greater willingness

to risk outlay on owned land than on hired land, to work

for more distant returns on the former than on the latter.

But, broadly speaking, the statement that the supply of

produce is not affected by the question of whether land-

rent is paid by cultivators to others, or retained by them-

selves, may be safely made. A change of the claimants

of land-rent would, further, not affect the demand for

produce. Here, too, there are indirect effects, not entirely

negligible, and running counter to the allegation made.

A transfer of wealth from one class to another does affect

the nature of the general consumption of goods, and
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hence modifies the demand for various groups of com-

modities, including agricultural produce. Apart from this

effect, demand for produce would not be changed by a

cessation of rent payments. Now, if neither supply nor

demand be changed, the value of the produce must be un-

affected by the system which places rents in the ownership

of a class differing from the class of cultivators of the soil.

The preceding argument is a not altogether satisfactory

presentation of the case in favour of the proposition that

" rent does not enter into cost of production," that is, into

that cost of production which determines, or at any rate

registers, value.

Recurring to the theme of an earlier part of this chapter,

it may be recalled that, with a growing demand for produce,

land of lower degrees of fertility needed to be cultivated.

It was the need for more produce which made it necessary to

submit to the greater expense of raising it from inferior soils,

not the need of paying rent for superior soils. The power
of securing a rent for the better soils was a consequence of

the need of resorting to the inferior, not the cause of such

action. The same is true if we deal with intensive cultivation

instead of extensive. The need for raising more produce

from the same soil, in addition to what has previously been

secured, leads to a submission to a less produce for the same
expense, or a greater expense for an equal amount of

produce, added to the old. Rentability is a result of such

resort to less profitable modes of cultivation, and it is not the

demand for rent which compels resort to the less fruitful

expenditures. Such resort could not be avoided if every

cultivator owned the soil he cultivated, provided the demand
for produce rendered it necessary to resort to inferior

soils, or to intensive culture of the superior. It is this that

is meant by saying that rent does not enter into cost of

production.

In reference to some recent attempts to extend the

statement to interest and wages, on the ground of analogies

between rent and return to capital already noticed, and

similar analogies to be noticed in the next chapter, it may
suffice to repeat a statement already made. In the case of
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capital goods, the actual return may be of the nature of rent,

a quasi-rent, to use Professor Marshall's term, but, in a broad

view of the organisation of production, the question of

whether such return, when considered as a proportion of the

cost of the capital goods, rises above or falls below the

interest rate, will affect the supply of those goods, and hence

the abundance, and the value, of the commodities they serve

to produce. The maintenance of the return at a sufficient

proportion of the cost of the capital goods is, then, a condition

of the maintenance of the supply of commodities, and thus

truly a determining element in their supply. Such a con-

dition does not hold for land rents, for the available supply

of land is not responsive to changes in the rent-paying power
of land. Land, so far as the properties of situation and
extension are concerned, and not including in that term

capital bound up in improvements of the soil and capable of

exhaustion, is available for use in the same degree whether

it is able to secure for its owners a high or a low return.

The payment of any particular rent for land, is not, therefore, a

condition of the maintenance of the supply of the commodities

raised from it, and thus rent does not enter into the price of

agricultural produce. It is not possible to apply the same
conceptions to prove that it is equally true that interest does

not enter into price, or that wages do not enter into price.

Let us examine the application of this doctrine to urban

land. We find proprietors of shops occasionally advertising

that they can sell cheaply because they are not burdened

with heavy rents. But it is hardly to be supposed that

dealers would willingly pay heavy rents, for sites in principal

thoroughfares, if they could save by setting up their businesses

on less heavily rented land, in distant suburbs or in less

frequented streets. The opportunities, offered by the site in

a main thoroughfare, for doing a large business, and thus

securing a large profit, enable a high rent to be paid for that

site without abandoning all the advantages presented by its

occupation, as against a similar area fronting on a back

street. Experience shows that, generally speaking, the large

shop on a leading street attracts custom by prices as low as

those of less pretentious establishments in minor thorough-
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fares. It is not that high rents compel high prices, but

that the chances of doing a large business at ordinary prices

make it worth while paying a high rent for the site. Some
apparent exceptions may be found in limited areas in some
cities where there may be found shops which are specially

frequented by wealthy shoppers. If there be, and there

sometimes are, considerable numbers of shoppers who will

not be driven elsewhere by high prices, such shops may be

able to raise their prices above the general level. The habits

of the fashionable shopping world may thus lead to high

prices in the highly-rented shops, but the high level of prices

cannot be said to be caused by the high level of rents.

Rather is the opposite the case. Custom enables a large

business to be done on these sites at peculiarly remunerative

prices, and thus gives them a special value. This is reflected

in the rents, which are able to be offered because of the

profitable character of the business opportunities afforded,

and which are, of course, demanded by owners conscious

that the demand for such rents will not risk failure to secure

tenants.

Some attention has been given to the influence of

increasing population, as shown in increasing demand for

the produce of the soil (and for room to live) in raising rents.

Recent history has made prominent an equally important

influence tending to lower rents, to which attention should

also be directed. So far as some parts of urban areas are

concerned, the improved facilities of transit, which are now
being provided, have relieved the pressure on space for

residential purposes, and thus tended to lower rents for such

purposes. The same cause has increased the value of

central sites for business purposes, by rendering them more
easily accessible from greater distances, and by larger

numbers of people. But it is in regard to agricultural land

that improved facilities for communication, and cheapened

transport, have produced the most profound effect on values

and rents. Readiness of access to market is less dependent

on mere nearness than formerly. Extensive areas of fertile

land, which can be cultivated at small cost, are now able to

contribute to the supply of markets formerly dependent
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mainly on local supplies. Agricultural produce has been

cheapened by this supply from districts where the cost of

production is small, and from which the cost of transportation

has been reduced to a very low figure. The lower value of

produce has lowered rents as measured in produce, since it

has made it unprofitable to cultivate lands of low fertility, or

press intensive cultivation to a stage of low returns, and thus

the amount of rent, measured in produce, has been reduced

concurrently with the fall in value of the produce, and as a

result of that fall. Just as the increasing demand for produce

involves resorting to poorer soils and more intensive cultiva-

tion, and thus leads to higher rents, the reduced demand on

the old lands has had an opposite effect in England, and in

countries similarly placed. Changes in methods of cultivation

have been rendered possible by advance in agricultural

knowledge, but have failed to offset generally the influences

here under consideration. Thus, agricultural rents in

England have fallen during the last thirty years, while the

supply of agricultural produce available for consumption

by the English people has greatly increased. The growing

populations of many large cities have rendered more

intensive cultivation of land in their neighbourhood, for the

raising of market-garden produce, much more profitable than

formerly, but the areas which can be affected by these

possibilities are, by the nature of the case, somewhat limited.

In reference to the new lands, the products from which

have competed so keenly with home-grown produce in

England, it is necessary to make a few observations. The
doctrine of rent, which has been discussed in this chapter,

is a doctrine framed to explain conditions which contrast

widely with those presented by these newly opened districts.

In them we find abundance of land, available at so low a

price as to be fairly classed as " no-rent " land, that is, the

annual interest on the purchase price is so small a sum per

acre as to be practically negligible in comparison with rents

which are common, and regarded as moderate, in England.

Much of this land, too, is cultivated by methods, and with

appliances, which fail to develop the utmost possibilities of

the soil. Frequently the increase of outlay on them would

8
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reveal a state of increasing returns. Thus the hypotheses

on which consideration of marginally profitable outlay, and

marginal cost of production as determining the rental value

of land, was based are simply not applicable to the present

conditions of cultivation in such cases, for example, as parts

of Western Canada. Where, as in those districts, fertile land

is abundantly available at a small price, there can obviously

be a response of supply to demand. If it be worth while,

the supply of cultivable land can be increased with a degree

of readiness comparable with that manifested by capital in

countries like England. New land [is brought under cultiva-

tion partly for the sake of securing rights of property in it,

and any future increase of value which may accrue. With
due regard to the modifying influence of this consideration,

we may say that the cost of adapting new land to the bearing

of crops is a part of the necessary expenses of production of

those crops, and, as such, influences the price of the produce.

Rent of land is only, in a strict sense, of importance

where land is hired by the cultivator from the owner. In so

far as the influences which determine its amount are different

in nature from those determining the amount of the other

distributive shares, interest, wages, profits, its separate

consideration is warranted, even where no payment corre-

sponding to it passes from one person to another. As a

determining influence in the value of land, it is further of

importance, whether the distinction of cultivator and owner

occur in practice or not. The net annual surplus from

cultivation, over and above the personal remuneration of a

cultivating owner, is the measure of the advantage of owner-

ship. The value of the land is the capitalised value of the

surplus. It will, therefore, depend on the rate of interest,

which expresses the proportion between an amount of capital

and the perpetual income which it can purchase. Prob-

abilities of change in the net surplus of the land, or in the

rate of interest, including such probabilities as may have

to do with future changes altering entirely the kind of

serviceability of the land, making agricultural land into

building land, for example, will have their influence in

modifying the proportion between the present net surplus
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from the cultivation or use of land and its capital value, and
making that proportion either greater or less than the

current rate of interest expresses. Consideration must also

be given to the social standing secured through the owner-

ship of land. But, though these other features enter as

important modifying influences, the amount of the actual

and prospective rent-paying power of the land is the funda-

mental basis on which its value depends. Thus the problem

of rent, though directly a problem concerned with the use of

land for a more or less brief period, is in reality closely

connected with the problem of land values, a problem which

is of interest and importance whether land be or be not

rented.

Some new features are introduced into our problem when
we deal with contracts for the hire of land in exchange for a

proportionate share of the produce instead of in considera-

tion of the payment of an agreed-on sum of money. This

plan of farming on shares, or metayer tenancy,—to use

phraseology employed in America and in France (and some
other European countries) for a tenure fundamentally similar,

though the former is devised in relation to modern con-

ditions, the latter is a survival from past ages,—introduces

new influences to determine the degree of intensity of

cultivation which will be most profitable to the tenant. If

he is to receive but the half (to take a common proportion)

of any additional produce, that half of the produce must
suffice to repay him for his contribution towards its pro-

duction. He would not, therefore, cultivate to the same
degree of intensity as a cultivating owner, unless the

proprietor bore, in one way or other, an equal share with

himself in the expenses of raising the additional produce.

We shall not pursue this subject further here, but it affords

a useful and instructive example of the way in which the

supply of produce of the soil may be influenced by the kind

of interest possessed, by the responsible cultivator of the soil,

in the results of his toil. The relative advantages of large

and small farming, of peasant proprietorships and the like,

afford further exercises in applying general principles to

special conditions. Large farms offer opportunities for
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better organisation than small farms, and may ensure the

control of the land being held by men of wider experience,

superior training and knowledge, and more cultivated in-

telligence, men able to command more ready supplies of

capital for the carrying out of necessary improvements and

the securing of the most effective machinery. Greater power

to survive the strain of prolonged misfortune without suffering

a crippling of resources, and some advantage in conveying

to market and selling products on a larger scale, tell also

in favour of the larger farm. But the small farm has the

advantage of the direct superintendence of the farmer, the

man whose interests are at stake, in detail which on a large

farm must be left to subordinates. What labour is hired

may be stimulated to greater effort. Co-operation may, and

to some extent already does, remove some of the difficulties

of lack of capital, of knowledge, of access to the most suitable

appliances. These are some of the points to consider in

weighing the relative merits of the large farm and the small

one.

The sense of ownership has been cited on innumerable

occasions as a stimulus to effort aimed at improving the

property owned, and it need not be dwelt upon here. The
working owner of a small property may produce a gross

return beyond that secured by tenants of similar property.

It does not follow that net returns will compare favourably

for the peasant proprietor. He labours, frequently, for re-

turns which would fail to provide the means of hiring labour

such as his. When comparisons are made between the

productiveness of land cultivated, in small holdings, by
owners and by tenants respectively, the difference between

gross and net returns is worth remembering. In addition,

a man of small resources may do better for himself if he do

not use so much of his resources in the purchase of land as

to leave him inadequate means to cultivate it to the best

advantage.

When a family secures its livelihood by working for hire,

the possession of a small plot of land may serve to render

useful much spare time and to add substantially to the

resources of the family. The measuring of cost of production
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against the value of the product is less precisely done, and
is not much affected by the changes in the market valuation

of the product, when that product does not find its way to

the market, but is consumed by the producers. This con-

sideration affects all classes of producers of goods or services

which are not exchanged before being consumed, and not

agriculturists only, or chiefly.

The political effects of a wide distribution of ownership

of property need no special consideration here. It is sufficient

to remark that, in considering a policy for practical adoption,

some political advantage or disadvantage may have to be

weighed against counterbalancing economic disadvantage or

advantage respectively.



CHAPTER VIII

THE PROBLEM OF WAGES

The Labourer's Share in Distribution

WE have now to consider the application of the principles

developed in the general discussion of value to the

special case of labour, that is to say, to study the problem of

wages. In doing so, we have, as in the preceding chapters,

to give our attention to the demand and supply sides of the

problem in turn. We take up first the demand side. What
can an employer afford to pay for labour? The obvious

and direct answer is, as much as the labour is worth and
no more. This, however, requires closer examination.

Labour is generally associated with capital and land in

production, and we need to form a conception of the value

of the contribution, to the joint product, which labour

makes. Then, too, different kinds of labour, paid at many
different rates, are employed together, and the contributions

of the various grades to the total result must be disentangled

from one another if we would know what each grade is

worth. The case belongs to the complex cases of value to

which some attention was given in Chapter V. As shown in

that chapter, however, the contribution of labour, or of a

special grade of labour, can be, for practical purposes,

separated from the joint product.

Consider the case of a group of labourers performing
similar tasks. If their numbers can be increased or

decreased slightly, without a change in the rest of the

apparatus of production, with which they are associated,

the consequent change in the product can be directly

attributed to the change in their numbers. The loss in
118
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product due to a loss of a workman, or the gain due to the

addition of a workman, represents that workman's effective

product. But this can only be maintained if the change of

numbers does not involve leaving some machinery, or other

productive appliances, wholly or partially idle, that is, if the

removal of a workman simply removes his own contribution

to the product, and not, in addition, that of a machine, or

some part of that of other workmen. In conceiving of a

man's net product, we must, therefore, either conceive of a

case where no readjustment, of appliances to numbers using

them, is needed when one additional man is added to, or

subtracted from, a working group, or else we must make
comparison between two cases, the one where the available

capital is given the forms needed for setting a larger number

of men at work, the other where the same amount of capital

is represented by appliances for a smaller number. When
the larger and smaller numbers differ by unity, the difference

in the product of the two groups is due, not to a difference

in any other element, but purely to the difference of a work-

man more or less, and we may, therefore, reasonably call

the difference the net product of that man's labour. If we
may assume a knowledge of the interest on capital, the

conception may be made simpler. We have merely to

observe the difference in product due to the removal of

one workman, to determine further the capital rendered

idle by his removal, and, after assigning, from the total

decrease of product, so much to capital as will account for

the interest and depreciation on the capital thrown idle»

attribute the remainder to the workman.

In the preceding statement, the reference has been to

capital and labour alone. If there be other productive

agents to be taken into account, such as land or managing

services, the problem is made more complex, but is not

essentially altered in nature, or in method of treatment.

Having formed a conception of what we may regard as

a man's contribution to production, his net product, we may
proceed to consider how it is related to his worth to his

employer, if he be hired. First let us suppose that his place

can be taken by any one of his fellow-workmen. Then it
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will be clear that the question of the amount of his net

product is one which is not concerned with himself personally,

but that any one of those who could replace him, or whom
he could replace, must be regarded as having the same net

product. If the addition of one to the group add a certain

amount to its total product, and it is indifferent which of

the group, thus enlarged, does the work of the added man,

then each in turn may be regarded as the last added, and

none can be assigned an importance superior to any
other.

Now let us give attention to the comparison of such net

products, of the members of a working group, as additions

are made to its numbers. We may find that the added

members continually add the same net product, or that the

addition falls off as the numbers grow, or the opposite. If

the additions are unchanged as the numbers increase, that

is, if we find something corresponding to constant returns,

this net product will be the measure of the value to the

employer of the assistance of each and every one of the

workmen. Should they be able to be hired for less, the

employer profits, while if they cannot be had for that

amount his immediate interests lie in the direction of not

seeking to hire them at all.

But a more general case will be found to be that in which

the increase of numbers, employed in a particular way, leads

to a decrease in the net addition made by each added to the

number. The net product of the marginal man decreases as

the number to be set at work increases. As already indicated,

the assumption that each may be substituted, without loss or

inconvenience, for any other, leads to the conclusion that the

net product of the marginal worker measures the value to

the employer of each of those with whom he is interchange-

able. A further point of importance is, that the larger the

number for whom employment is to be found, the smaller

the marginal net product, and therefore the less the price it

is worth while offering for additional men. So long as the

current rate of wages is less than the marginal man's product,

so long is there profit in securing additions to the number

employed. When that marginal product, in its process of
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progressive diminution, falls below the level of the current

wage-rate, there is lacking any inducement, of profit to the

employer, to add to the number he employs. Thus, the

demand for more men is active or not according as the

current rate of wages is below the value of the net product

of the marginal worker or not, and, in seeking his own
interest, the employer acts in a way tending to make
marginal net product correspond in amount with current

wages. In a state of equilibrium, where no inducement for

further change was left, this correspondence would be

complete. It is, further, clear that, in seeking to secure more

men, employers tend to raise wages, so that, apart from the

decreasing marginal productivity of labour, the rise of wages

in response to an active demand for labour acts to bring

about the correspondence in question between the wages-

level and marginal productivity.

The third possibility is that the increase of members in

an industrial group adds to its product in a greater propor-

tion than that in which its numbers are increased. If the

net product of the marginal worker steadily increase, it must

be in excess of the average product of the group. But this

average must be increasing also. To secure additional men,

it would be worth while offering them the equivalent of more

than the average product assignable to the labour of the

group, were it not for their interchangeability. This feature

makes it necessary to restrict offers for additional men to

the average product of the group at least. All that can be

said in this case is that, while such conditions continue to

prevail, the extension of employment of this kind offers

advantages so long as wages do not rise to a point where

they absorb the whole benefit of the increase of productive-

ness of labour. This situation is one calculated to lead to

continued demand for labour, the response to which, in

demand for increased wages, has already been pointed out.

There is no assignable limit to the rise of wages, though

there is an obvious limit to the rate at which the rise may
occur. It is not going too far to say that this state of things

can be, as a rule, only temporary. In the expansion of the

enterprise in question a point will be reached after which
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the marginal net produce of labour begins to decrease in

value if not in amount, and when expansion has passed this

point the preceding considerations apply. The renewal of

the increase may take place as the result of changes in

organisation, the application of newly discovered methods

of using scientific knowledge and the extension of such

knowledge, the discovery of natural resources hitherto

unknown, and the like. Thus the decrease of marginal

productivity of labour is not a feature precluding hope for

the future. It may simply connote a pause in the conflict

between man and nature, a pause limited in duration and in

the extent of the industrial field affected. Such pauses,

however, are an important feature in the situation, since

their limits are not easily foreseen. The insistence on

increase of remuneration on the part of hired workmen
cannot, in itself, provide the means of meeting the demand,

though it sometimes serves as a stimulus, urging to the

invention of some method of reversing the tendency to

decrease of marginal productivity of labour in industrial

employments.

Except in those branches of industry in which, for the

time, increased numbers can be employed to increasing

advantage, we may say that the net product of the marginal

labourer tends to decrease, and that the limit of the price

which employers can afford to offer for labour is marked by
this marginal productivity. This has been developed in

reference to labourers who are interchangeable between

themselves, but it can readily be extended to the more
general case of units not mutually equivalent. The employer

is concerned rather with the work done, or to be done, than

with the persons who are to do it. This statement must not

be distorted into meaning that it is indifferent to an employer

whether his work is done by many or by few hands. Clearly

that is not the case. Neither is it to be inferred that quality

of work is unimportant. What is intended is that the

application of the principles here discussed does not depend

on the comparison of individuals doing exactly equal amounts

of work. We are dealing with labour in quantities sufficiently

large for the use of a marginal unit of labour which shall be
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represented by more than a single individual. In such a

unit, there is nothing to hinder regarding, say, two efficient

men as the equivalent of three less able ones, if their net

product is equal to that of the three. The equivalence of

units that is of real importance, in reference to the points

discussed, is an equivalence of producing power rather than

of individuals. If wages correspond to work done, all that

has been said may be applied with this modification. If

wages are equal per man, then a modification must be

introduced, since the more productive individuals will

represent a greater net product to the employer than those

less capable, and thus marginal productivity per man may
fall off more rapidly than if the men were really of equal

working power, since the more able will be preferred, and
therefore, additions to numbers will generally be of less able

units, and reduction of staff will take place by weeding out

the less efficient. Thus, in the long run, even if wages per

man are paid at a uniform rate, while the men are of unequal

ability, opportunity to earn those wages will be more
continuously afforded to the more able than to the less able,

even if a difference of actual payment is not effected, e.g. by
a change in the designation of the task of the more capable,

accompanied by a change in payment. In spite, then, of

actual differences between human capacities, the correspond-

ence of the marginal net productivity of labour with the

demand-price may be maintained. The units of human
productive energy are interchangeable over a much wider

field than persons are capable of substitution one for another,

and individual workmen may be regarded as representing

a greater or smaller number of such units of productive

energy.

When we have to deal with exceptional kinds of work,

for which the available men capable of performing the work

are few, the device, for determining the individual con-

tribution to the total product, to which recourse has been

had above, is no longer necessary. The work of the in-

dividual being able to be more directly associated with its

result, we are not met with any great difficulty in answering

the question : What is the net product of a man's work ? It
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was for the purpose of providing an answer to this question

that it was necessary to give attention to marginal pro-

ductivity when dealing with masses of men who, as in-

dividuals, could not be dealt with, since they formed

indistinguishable parts of a mass of work-people, that is to

say, parts indistinguishable for the purpose of assigning a

distinct part, or a distinct share of the value, of the product

to the work of the individuals in question, by any other

method than the division of the value of the product by the

number of those engaged in producing it. The value so

divided would need to be disentangled from the productive

contributions of other classes of workers, of capital, etc., and

the preceding discussion is designed to afford a means for

handling some of the obvious difficulties which this problem

presents.

We pass now to the consideration of the features which

call for attention in reference to the supply-price of labour.

This term is used to denote that price which will suffice to

evoke a volume of supply adequate to the need at that price.

Generally speaking, with a change in the supply needed,

there will be a change in the corresponding supply-price. It

may also be noted that this price is generally only one of

the features which serve to influence the volume of labour

available. Hours of labour and conditions of employment,

for example, may be such as to either add to or detract from

the attraction of a given price offered.

As affecting the supply of labour, we need to distinguish

clearly between the two kinds of problems we may have to

consider. The supply-price may have reference to a supply,

attracted to a given place and industry from other places,

and from such other industries as can supply labour suitable

for the ends in view. It may, on the other hand, be used in

reference to the training of boys to a particular trade rather

than to any of the other trades among which they are prac-

tically able to choose ; or even to the stimulation of a general

increase in population by increase of births, resulting from the

encouragement of marriages among young people due to

generous remuneration of labour, whether the labour be

self-employed, or hired out to a master. In the first of the
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problems, the attraction of high wages in a particular in-

dustry or locality needs to be sufficient to outweigh the similar

attraction of other industries, and also, perhaps, the common
disinclination to change trade or place of residence, a dis-

inclination which, though common, is not universal. Further,

the number of hours in the day, days in the week, or weeks

in the year, which are devoted to work is affected by the rate

of remuneration secured. When these various features are

taken into account, the range of elasticity of supply of labour

can be estimated. The whole supply procurable may be such

that its marginal productivity is considerably greater than the

equivalence of the price which is adequate to divert it from

other employments and induce sufficient continuity and
vigour of work. In this case the marginal demand-price

may exceed the corresponding supply-price. Should rival

employers be bidding keenly against each other for the

control of such a supply of labour, the tendency would be

for wages to be placed at a figure well above the lowest

which would suffice to secure the requisite supply, but for

such competition among buyers. Again, if the sellers of the

labour be conscious of the advantage they enjoy by such

relative scarcity, and if they are good bargainers, or have

enough of such among them to set a standard for the rest, or

be associated for the purpose and led by a good bargainer,

they may secure for their labour a price well above what

would suffice to prevent them from withdrawing part of the

supply, though, of course, not exceeding the marginal

demand-price determined by the productivity. If the em-

ployer were actuated by motives which made it important

to secure labour, even at a price which involved pecuniary

loss, the wage might, for a time, go beyond even the

equivalent of the marginal productivity.

Thus, when the supply of labour is relatively small, and

for as long as that condition can be maintained, the labourers

may secure a price for their labour in excess of what would

adequately remunerate them, that is, in excess of the lowest

price which would suffice to induce the supply. Such an

excess corresponds with what was found to occur in the case

of returns to capital, and which has been called a quasi-rent.



126 ECONOMIC PRINCIPLES

It serves to attract additional supplies of labour to the place

or industry in which it is realised, and may thus gradually

remove the cause of the excess, namely, the relative scarcity

of labour. Should artificial barriers restrict such recruiting

of labour supplies under the attraction of favourable condi-

tions of employment, the excess may endure for a long time.

The invention or extension of other means of production, so

as to avoid dependence on the scarce labour, or the substitu-

tion of a cheaper (or different) product for that dependent

on such labour, may lead to a fall in the demand-price for it,

even if the supply is effectually restricted.

In a manner corresponding to that which affords peculiarly

advantageous conditions to labour which is scarce, conditions

exceptionally unfavourable may affect bodies of labourers

who are unable, or unwilling, to transfer themselves to other

localities or trades when their own occupation ceases to be

profitable. A price for their labour which would not have

sufficed to bring them into the trade or locality may yet fail

to reduce the supply to an amount which can be profitably

employed at such adequate wages. The over-supply will

lead to one of two results. Part of the labourers may be

without employment, and thus constrained by exceptional

pressure to remove themselves from the over-crowded trade

or locality. Or, the whole may find employment at wages

reduced to the level of the marginal productivity of the

excessive supply. In the event of the lack of profitable

employment being expected to be but temporary, reduced

wages, or temporary lack of work, may do nothing to reduce

the labour supply. Employers may even retain workmen at

wages higher than their temporary productiveness would

warrant, in order to hold together the working force in

anticipation of revived activity in business. Otherwise, time

may be expected to gradually reduce the over-supply, since

the irregular employment, or low wages, or both, prove an

insufficient attraction to draw young men into the trade in

numbers sufficient to replace the natural loss by death or

disability. The deficiency in the wages, during the period

of over-supply, below the level which would serve to maintain

a due flow of fresh labour into the trade, to replace its



THE PROBLEM OF WAGES 127

gradual depletion by natural causes, may be treated, also, as

a quasi-rent, but a negative rent in this case.

In both cases, under-supply and over-supply, the problem

presented may refer to even more temporary conditions than

those here contemplated. It may be that circumstances

preclude the recruiting of labour from other localities or

trades, a sudden demand, too sudden to be met in that way,

arising. Or, similarly, relief by removal to other trades or

localities may, for the purposes of some problems, practically

not be contemplated. The treatment of such cases will

follow along lines sufficiently indicated by what has been

said in reference to the cases actually considered.

In what has preceded, reference has been made to the

adjustment of the supply of labour, as between different

trades, by influences affecting the choice of trades by young

men just entering on life. A few years may make a con-

siderable difference in the supply, even of highly skilled

labour, if strong inducements exist to select one branch of

work rather than another at the moment when choice is

least hampered. Later, a sacrifice of acquired skill must be

made by a workman who seeks to change his trade, and

such changes are therefore hindered, quite apart from any

customs, or union rules, requiring definite apprenticeship,

perhaps before a definite age.

Though individuals be not free to choose from a wide

range of employments, the ability to choose among a small

number may have important effects in changing the distribu-

tion of labour from one generation to the next. These

changes of supply of labour in different industries affect the

relation of the earnings of labour in one employment to

those in another. The employments in which earnings are

high, relative to the ability demanded and the costliness

and length of the training required, will attract a larger

relative share of the new supplies of labour than those in

which the contrary holds. Earnings and ability tend to get

proportioned the one to the other in such redistribution.

But industry is in constant change, and thus the complete

adjustment of earnings to ability may not be secured, though
it may be constantly approached. The more active and
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intelligent the selection of the most promising openings by
or on behalf of the adolescent, the more surely and rapidly

will the adjustment be approximated to. But the point

aimed at does not remain fixed, its changes cannot be

precisely foreseen, and thus the complete adjustment is not

secured. In the degree in which heedlessness, or the

pressure of circumstances, compel the selection of trades

without relation to the fitness of the individual to the work
to be done, a waste of power results, in the sense that ability

to perform much-needed work is possessed by those engaged
on work to which they are not specially fitted, and in which
they can be readily replaced.

Taking industry as a whole, it is conceivable that, even

if the supply of labour were duly distributed between the

different trades, so that neither the workmen would gain,

nor the value of their product be increased, by any redistri-

bution as between trades and localities, yet the marginal

productivity of labour might be at a level not corresponding

with the wage-rate which would suffice to maintain the

labour supply without increase or decrease of abundance.

We must now give attention to the reaction of supply and
demand on each other as related to the problem thus

suggested, that is, we need to consider the influence of

economic conditions on the movements of population, on

births, marriages, and deaths.

The question of whether a given level of wages will

suffice to maintain the supply of labour, introduces the

consideration of the standard of living among the recipients

of the wages. In order to reduce the problem to one which

shall deal with but one point of prime importance at a time,

we may suppose that the conception of a given level of

wages includes, not one uniform level, but such a set of rates

as, in their deviations from one another, do not set up

movements of labour from trade to trade or from place to

place. A change in the level will, therefore, imply a change

of the advantages of each trade which cannot be adjusted

by a simple movement between trades. We thus concentrate

attention on a feature of great importance, but one liable to

be confused by the co-existence of many trades, with varying
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advantages, and with supplies of labour which may be

recruited or reduced by interchange between trades or places.

The industrial world is thus effectively reduced to a world

where each industry can be separately considered, or where

we may proceed as if there were but one industry. The
standard of living we consider has reference to this industry

alone.

What will be the result if the remuneration of labour

fall short of the amount demanded by the standard of

living? This amount suffices to provide the necessaries and
comforts of life according to the habits prevalent among
the workers, and includes provision for the maintenance of a

family. The former is implied in the supposition that

personal ability to labour is maintained, for when expenditure

is reduced, some reduction takes place, in practice, in the

expenditure which contributes to efficiency, as well as in

that which has its chief object in affording satisfactions

secured for their own sake. What has become conventionally

necessary is yielded up with as great reluctance as what is

demanded for the satisfaction of primary physical needs.

The inclusion of provision for a family in the conception of

the standard of living is demanded by the consideration

that we are examining the conditions of existence of a class,

not of individuals. That the class may be maintained in

undiminished numbers, provision must be made for the

rearing of children and their industrial training. Wages
must, in fact, cover the necessaries of the wage-earners and
of the dependent members of the class as well, those too

young to earn, those engaged in rearing children, those too

old to support themselves. The wage which affords the

means of attaining to the standard of living of the class is

the supply-price of the labour of that class, and the preced-

ing remarks have reference to this fact rather than to

anything specifically stated in the words " standard of

living."

If wages, then, fell below the amount needed to maintain

the class standard, the supply of labour will be reduced,

either in amount, or in efficiency, or in both. Reduction in

amount may obviously proceed by a drain to other classes,

9
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but that has been excluded from the present discussion, and

if the drain form no part of the redistribution of labour

among various employments, required when some trades

have a deficient supply while others are overcrowded,

merely transfers the problem of excessive supply to another

class of labour.

The only other mode of reduction in labour supply is

that of a reduced birth-rate or increased death-rate, or a

reduction of the work obtainable from each individual may
take place. Privation may render the members of the class

more liable to attacks of disease, increasing the loss of

working time from that cause, and resulting in earlier death

or incapacity. As stated above, the fall in earnings below

the amount needed to support life on the class standard

does, in practice, lead to some reduction in the amount, or

deterioriation in the quality, of the consumption of what

contributes to physical health and strength, even though

earnings still suffice to provide for some consumption of

luxuries. This reduction of the more essential parts of

consumption reacts on the efficiency of labour, which is also

affected by the moral or intellectual attitude of workmen
in reference to work which they regard as inadequately

remunerated.

In addition to these influences on the working efficiency

of the living, it is necessary to consider the influence of

reduced means on the natural increase of numbers. Though
it may be true that some classes are reckless in regard to

the responsibilities of parentage, and that, in consequence,

their birth-rate shows no response to decreasing prosperity,

the more intelligent members of the wage-earning classes,

perhaps all except the very lowest grades, are influenced

in this respect by adversity. A fall in earnings operates

to retard marriage, since the class standard of family life

cannot be supported on the reduced earnings. How general

this influence is can be seen by comparison of the marriage-

rate in prosperous and dull times. The differences may
be small, but they are real and not negligible. A check

to marriages brings about a reduction in births, thus

checking the supply of labour at the fountain-head. A
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further point, already touched in passing, affects even the

reckless lower classes whose birth-rate is uninfluenced by
their economic circumstances. Lack of means results in

harder conditions of life for all, and especially for very

young infants, and the survival-rate is touched even if the

birth-rate be not affected.

The reduction of wages below the level needed to

maintain the class standard of living, then, operates to

check the supply of labour. If the class standard be

unyielding, this reduction of supply will be slowly brought

about. If the work-people rearrange their plan of living to

suit their reduced means, their efficiency will be reduced.

Their earning power being reduced, the demand-price for

their labour will follow suit, and thus a fall in wages, which

produces no response in a reduction of numbers, contains

in itself the possibilities of a progressive degradation of the

condition of the class affected. It is, of course, quite con-

ceivable that, with wiser expenditure, a reduced income
might serve to provide necessaries as plentifully as a larger

one, the change being mainly one touching superfluities.

In reference to this, it may be repeated that, in practice,

reduction of income is not found to result in the simple

cutting off of superfluous consumption. Some concurrent

reduction of physical necessaries goes on as well. Further,

the reduction of consumption, in the direction of cutting off

whatever exceeds the physical necessaries for efficiency,

operates to modify the willingness to work at high pressure,

even if the ability to do so be not affected.

It is clear that increased wisdom in expenditure might

contribute as effectually as increased wages to ensure ability

to work well. The expenses of production of commodities

might, therefore, be decreased by true economy in con-

sumption, as well as by economy in the organisation of

processes of production. Still more, the real satisfactions of

life might be considerably added to by such care in spending,

so that, with given earnings, a fuller life might be enjoyed.

While we acknowledge these facts, and regard them as

of very great importance, they must be admitted to have
but little bearing on the problem before us. Practically,
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we have to take habits of spending as they are, and not to

seek justification for a low level of wages in any reflection

as to the best conceivable way of spending the wages, and
their adequacy to provide necessaries of life, and something

over, if spent with ideal wisdom.

The prevalence of a wage-level below the equivalence

of existing standards of living will, then, result either in a

reduced supply of labourers or in the acceptance of a lower

standard of living. In so far as the latter results, quite

apart from the probable influence on the efficiency of labour

when expenditure on its maintenance, and on its training,

is reduced, the influence of the competition of growing

numbers in an already over-supplied field must be considered.

Increase of numbers employed tends, as we have seen, as

a rule, to reduction in the marginal productivity of labour,

and thus a further reason for a lowering of the demand-

price is seen.

We turn now to consider the results of a wage-rate above

the equivalence of the standard of living. The preceding

discussion will enable a brief statement to suffice. The more

ample means are likely to lead to some increase in labour

supplies, for reasons sufficiently discussed above in connection

with the reverse process. Some part of the additional means
may be used to enlarge the consumption of commodities,

raising the standard of living if the enlargement be continued

long enough to develop a corresponding habit of life. What
was before stated, in regard to the cumulative effects of

reductions of wages, may be said, in part, of the opposite

tendency of increased earnings. Greater earnings may lead

to the development of increased earning capacity, which may
form the foundation for a fresh increase of earnings. Some
stress may profitably be laid on a point mentioned in

passing in the preceding discussion, and directly related to

this. The increased efficiency may be seen, not in the

actual earner of the relatively high wages, but in his children,

who secure better conditions of life and better training.

The class may advance even though the adult individuals

in it at any instant do not.

In so far as the relatively high earnings lead to a more
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rapid increase in numbers, by excess of births over deaths,

than would have taken place had earnings just corresponded

to the actual standard of living, its effects must be noted.

Increased competition for employment tends to induce the

competitors to accept some reduction of wages below the

rates current at the time. The increase of numbers employed

tends to the reduction of the marginal productivity of labour,

and thus to a reduction of the demand-price for labour.

These features dominate the wages discussions of some

writers. Those of the early nineteenth century, in particular,

wrote as if the whole effect of advances in wages would be

felt in increase of numbers of competitors for employment,

and that, in consequence, the advantage would be lost,

through the struggle of increased numbers for a place in the

industrial hive. The standard of living, adherence to which

provides a point of resistance to wage - reduction, was

conceived of as necessarily yielding to pressure till it

comprised the mere necessaries for existence. Hence these

writers gave an impression that the condition of the wage-

earners was one of little hope. The reluctance which is

manifested to abandoning established ideas of what are

reasonable conditions of life, manifested practically in the

reduction (or inadequate increase) of the labour supply when
that standard is threatened, with the correlative utilisation of

increased opportunities, resulting in greater efficiency being

secured when high wages provide these opportunities, lead

us to dwell less on the deplorable condition of the least

prosperous sections of the community than on the influences

which help to maintain the advantages enjoyed by the more

prosperous.

If, then, actual wage-rates be below the supply-price for

the amount of labour needed at those rates, though the

quantity of labour immediately available may be great

enough to compel the acceptance of the prices offered, the

supply will not be maintained. Similarly, if the actual rates

be higher than the supply-price in question, the supply will

increase. Time is required to work out these results, to a

point where the scarcity or abundance of labour is felt as an

influence on the market-price for labour, but the supply-price
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here considered, and the related standard of living, are

nevertheless of real importance in the wages problem. The
supply of labour does respond to the demand for it, though

immediate necessity may compel the acceptance by labour

of terms which, if anticipated, would have checked the growth

of population.

Wages cannot permanently exceed the value of the net

product of labour at the margin of employment, and

competition tends to make the two coincide. Wages, too,

cannot permanently fall below the amount needed to

maintain the standard of living of the class to which the

labour belongs, and competition tends to make these two

also coincide. As, in the general problem of value, utility

and cost of production each tend to equality with exchange

value, so too in this special case. The utility here is

measured by the value of the product of labour at the

margin of employment, while the cost of production includes

the cost of the necessaries and comforts of life usual in the

class to which the workman belongs, together with such

luxuries as are also customary, the workman's family as well

as himself needing support as a condition of the continuity

of the labour supply. One may, perhaps, usefully consider

the cost of production of labour as comprising the main-

tenance of the labourer, including wear and tear allowance.

That allowance provides for the replacement of the workman
when his powers are exhausted, children replacing their

parents. Thus the cost of maintaining a family bears some

analogy with the cost of replacing machinery as it wears out,

the allocations to a renewals-and-extensions fund which are

commonly made out of the earnings of business enterprises.

If it be objected that the expenditure of a workman is not

wholly directed to keeping up working efficiency, an analogy

is not wanting in the case of machinery or materials used in

manufacture. Thus our present methods of using coal do

not utilise nearly all the energy which its combustion

develops.

The value of labour depends on its utility and cost of

production, and, if equilibrium were fully worked out under

competition, all three would have the same measure.
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Even assuming monopoly control on either or both sides

of the wages bargain, this correspondence is still the state

towards which things tend, so far as men know their

economic interests and seek them. For, under a monopoly

on the side of the employer, the marginal productivity of

labour would not be less important than with competition

of many employers, though the monopolised organisation

might give either a higher or a lower value to the productivity

of labour than it would have under competitive organisa-

tion. The class-standard of living is effective whether the

labourers contract individually or collectively for the terms

of employment. Under collective action, however, the

efficiency of that standard as a point of resistance to

attempts to drive a hard bargain will, commonly, be greater

than under an individual system of contracts.

Assuming that the demand- and supply-prices of labour

differ, there is a greater degree of indeterminateness in the

division of the difference where each side is represented

by one bargainer, that is, when monopoly prevails, than

under competition. But, when the bargain is struck, the

elevation of the standard of living to the level of wages

secured operates as truly in the case of monopoly as in that

of competition, and, on the other hand, the fact that it is

profitable to employ workmen who cost less than they earn

serves as an inducement to extend the margin of actual

employment in either case. The influence of monopoly is

felt in the regulation of the output so as to yield the largest

attainable profit on its production, regulating its amount as

a means of influencing its value per unit, which consideration,

it will be recalled, forms a distinguishing characteristic as

between monopoly and competition. Thus the monopolist's

greatest advantage may be realised when the net marginal

utility of labour is measurably in excess of its cost. This,

however, is hardly the same thing as saying that the demand-
price is in excess of the cost. It is, in this case, hardly

possible to speak of anything other than the contract-price

as the monopolist's demand-price for labour.



CHAPTER IX

SPECIAL PROBLEMS OF WAGES

Methods of Remuneration

SOME special attention may profitably be given to the

problem of wages as concerned with various groups

of labourers in regard to whom the conceptions developed

in the preceding chapter in the matter of the standard of

living will not apply. There are some notable cases where

a wage insufficient to maintain even the individual worker,

much less to support a worker and a dependent family, can

be accepted without even a tendency to react on the supply

of labour. A good illustration is afforded by the case of

women's and children's wages. In regard to the latter, the

supply-price is not entirely unconnected with the amount
supplied, but is not limited by the expenses of maintenance

of the children. Its relation to the permanent supply of

child labour is bound up with other questions. The total

earnings of a family, rather than the earnings of individual

members of it, form the fund the relation of which to the

standard of living operates on the growth of numbers. So
far as the children are concerned, provided their earnings

exceed the amount by which their maintenance at work is

more expensive than their support without a wage-earning

employment, there is an apparent gain from the wages.

Against this gain some set-off is formed in the diminution

of the services which the child is able to render in the home
as a result of being employed outside it. Though this

may, in a numerous class of cases, cover the grounds on

which the availability of children for wage-earning employ-

ment is determined, the consideration of the later working
136
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efficiency of the child acquires importance in many cases,

and must be regarded when the broad problem of the labour

supply of the community is under discussion. On the one

hand, small present remuneration may be offset by the

acquisition of knowledge, skill, and experience, which will

enhance the later earning power of the learner. On the

other hand, the securing of some earnings at an early age

may prejudice the physical and mental development of the

child, and seriously reduce later earning power. To the

extent to which the latter represents the facts, the per-

manent industrial capacities of a class may be sacrificed

through a short-sighted grasping after immediate advantage.

If the future loss were fully realised, and present necessity

did not interfere to compel the acceptance of disadvan-

tageous terms, the holding back of child labour, till it could

secure a wage adequate to fully compensate for the loss of

future efficiency consequent on interference with physical

and mental development, would perhaps render unnecessary

legal interference with children's labour. Holding for such

terms would correspond to the restraint imposed on labour-

supply by a standard of living of unyielding character.

Such restraint on the supply of children for employment
does not operate in practice, and a partial substitute, as a

means of maintaining the industrial powers of the race, is

afforded by legislative interference with the employment of

young children.

Corresponding considerations, with such modification of

detail as is necessary by change of conditions, apply to the

case of young women's labour and wages. A large part of

the supply is available at wages inadequate to maintain the

worker. Those who depend on their own earnings for their

maintenance meet with the competition of others whose

support is secured independently of such earnings, and who
are, in consequence, not restrained from ready acquiescence

in a rate of payment which involves great hardship to the

self-supporting worker. It may be said that some industries,

employing young women at wages less than are needed to

support them, secure labour which is partially provided at

the expense of other industries. The cheapness of the
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products of such labour is, in a sense, fictitious. The full

cost of the labour is not charged against its product when
the labour derives part of its support from other sources

than the earnings of the toil which absorbs all its working

power. Some greater attention than is given it might well

be devoted to the question, of how far the community gains

from the employment of part of its labour supply under

conditions which cannot yield a return sufficient for the

maintenance of the workers. Certainly one important

reason for the hardships of women who must support

themselves by their work is found in the fact that the

supply-price of labour, in many employments supplied by
women, is not in any sense the cost of production of that

labour.

A problem, which in some respects resembles that above

discussed, is afforded by the lowest grades of unskilled

labour. There the increase of numbers proceeds with but

little regard for the relation of earnings to cost of living.

Not only is the natural increase not effectively restrained by

such prudence as influences the superior grades of labourers,

but the numbers of the class are recruited from all the

superior classes, the failures of which drift downwards to

compete for work with the unskilled. The low wages

earned by such labour in most countries are an index of the

low value of the labour to the community. The need of

society for the labour of so many of this class as are available

is not very urgent, but, so long as this does not check the

supply, it must result in hardship to the members of the

overcrowded class. The hardship is the pressure urging to

the adjustment of supply to the demand at satisfactory

wages. The soundest measures of relief would be such as

wrere aimed at relieving the pressure of competition in the

class, especially by raising some of its members to a higher

level of efficiency, and by checking the degradation of

members of the superior grades. The former operation, and,

in part, the latter also, would naturally be concerned with

the children rather than with the adult members of the class,

and would thus be aimed at the relief of congestion as these

grow to maturity.
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Before leaving the subject of wages, some reference must
be made to the doctrine of the wages fund. In its extremest

form this was stated somewhat as follows :—The total

amount of wages is dependent on the amount of capital in

existence, and on that alone : when this amount of capital is

determined, therefore, the wages total is also determined

:

the average wage therefore depends simply on the number
of wage-earners.

While this doctrine of wages was held, it necessarily

followed that the only way to add to wages was to add to

capital. Increase of wages to one group of labourers meant
necessarily a decrease to other labourers.

The wages of labour are very largely expended on

commodities for immediate consumption. The supplies of

these commodities must therefore form the real wages,

received in exchange for the money-wages. The proportion

of the total capital of a community which will take the form

of goods ready for consumption is not liable to rapid change.

Thus there is a good deal of truth in the idea that wages,

real wages that is to say, are related to the volume of the

fund of capital.

But there is enough of elasticity in each of the statements

of the preceding paragraph to deprive the general statement,

of the dependence of wages on capital, of the importance

formerly attached to it as a doctrine of wages. As has

been repeatedly pointed out by critics of the doctrine, wages

are a part of the income of society, while capital is a fund

of wealth. Income is of the nature of a stream, the volume

of which is doubtless influenced powerfully by the quantity

of capital accumulated. But the stream may vary in volume

a good deal without preliminary change in the amount of

the capital fund, just as the stream from a reservoir may be

increased in volume without waiting for an enlargement in

the size of the reservoir. An increased flow of sufficient

amount into the reservoir will maintain its contents in the

face of increased outflow. This corresponds to the modern

view of wages, as dependent on the product of labour.

Labour secures a larger stream of income on condition of,

and in recognition of, supplying a fuller stream of goods.
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Increase of product and increase of income go on together,

without necessary enlargement of the fund of capital, though
it is true that capital is increasing, and that its increase

permits such reorganisation of productive processes as to

add substantially to the general income of society, of which
wages form part. Increase of this income from such a cause
may inure to the benefit of the wage-receiver, apart from
any increase of his efforts, and thus the increase of capital

remains an important consideration in the wages question.

In correspondence with the capitalist view of a wages-
fund, we find a labour doctrine of a definite amount of work
to be done, without reference to how many shall be engaged
at it or on what terms they consent to work. This is the
distinct implication of the theory, that an effective way to

provide for the unemployed is for every man at work to

decrease the amount of work he does, or the number of
hours he works. If the decrease of the number of hours in

a day's work do not diminish the work done, the grounds
for increased employment as a result are difficult to de-

termine. If we suppose shorter hours to mean equal work
done, there will be some economy in operation, such as

economy of motive power, unless this be offset by the con-
sumption of greater power in securing greater speed for the
shorter working day. Unless some more important source
of economy than this be developed, the shorter working day
will not mean any important cheapening of labour, with
consequent increase of demand as the outcome of cheapened
product. A shortened working day with equal work done
would leave practically undisturbed the value of the labour
and the demand for its product. Were the work done in

the shorter day greater than that in the longer, it is possible

that the product might be cheapened sufficiently to maintain,
or even increase, the demand for labour. But such com-
pensation of shorter hours by increased vigour of work is

not contemplated by those who advocate shorter hours as a
means of finding work for the unemployed. They regard
their case as based on the need of society for a certain

amount of work. Now, if the same product is turned out by
more men, apart from the probable resultant increase of cost
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of appliances, etc., that amount of product will be in demand
at the same price as before, and less will be demanded if the

price be raised. The former earnings may, then, be dis-

tributed among the enlarged number of workers, or else the

amount of work needed to be done will be decreased. As
the reduction of hours is generally accompanied by a demand
for equally high daily earnings, it is clearly based on a

conception, of the relation of the different features of the case

to one another, at variance with the simple conditions likely

to be encountered in fact.

The minimum wage doctrine is not unconnected with

similar ideas. It is claimed that wages must not be allowed

to fall below a stated minimum. The assumption that em-

ployment for all can be found at or above that minimum is

not justified. Fixing wages, so as not to fall below a stated

level, means excluding from the possibility of employment

all whose efficiency is so low as to make their net product

worth less than the minimum. To assert that these must

find employment in other trades or localities does not secure

that such employment shall be procurable, in sufficient

quantity, at acceptable wages. Where the members of a

trade are able to set up, and maintain, a high level of minimum
wages through limitation of their numbers, they are not

necessarily to be blamed for consulting their class interests.

The advocacy of a like policy for universal application is

not so simple as its application to individual trades. If the

minimum standard is higher than would have been secured

without some limitation of freedom of entrance into the

respective trades, an ultimate residue, of those unable to

attain to the level of capacity needed to earn any of the

established minima, must be left unemployable so long as

the minima are maintained. An unsolved problem, how to

dispose of this residue, would call for attention. Could it

be solved without breaking down the minima? If these

incapables were supported out of public funds or by private

charity, would not the drain to provide the needed funds

practically reduce the minima?

The practice of collective bargaining in the matter oi

wages, that is, settling the rates for entire classes of labour
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through negotiations between employers and more or less

expert representatives of the workmen, acting on their behalf,

is calculated to operate to the advantage of those thus re-

presented, if only to their immediate advantage. How far

their ultimate advantage as a class is secured, and whether

at the expense of other bodies of wage-earners or not, will

depend on the wisdom and ability of the negotiators. If

nothing more is secured, the hastening of a rise of wages
which circumstances tend to establish, or the retarding of a

fall, are clearly advantages. Whether the organisation of

labour has created the conditions assuring a rise in wages,

or better earnings through more continuous employment,

when those conditions would not have been established

through the changes in the general economic situation, is an

unanswered question. The influence of the trade unions, in

gathering information as to where labour is in short supply,

in enabling out-of-work members to go to places where

employment is abundant, in providing for the maintenance

of labourers when out of work, thus avoiding the loss of

working power, for the maintenance of which the inadequate

savings of workmen do not sufficiently provide, in providing

relief in case of sickness, and other friendly-society benefits,

is important and tends to the improvement of the condition

of their members.

It is not proposed to discuss strikes and their economic

effects here, but it may be noted that the consciousness that

an opponent is strong enough to make a good fight may
stimulate to the settlement, by peaceful negotiations, of points

which would have led to a struggle with a weaker opponent.

Strong unions serve, therefore, to substitute negotiation for

strikes in the settlement of industrial difficulties, though

they have by no means rendered strikes unnecessary, or

deprived them of some of their most obnoxious features.

A strong, well-officered union, too, can do more to ensure

the observance of a contract between employers and work-

men than a weak, ill-disciplined union.

The operations of large unions, covering the whole of a

trade, sometimes result in compelling the observance of rules

by the less scrupulous employers which are by no means
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obnoxious to the better-disposed, but which, if observed

by the latter and ignored by the former, would give a com-

petitive advantage to those who ignored them. Certain

principles are, in fact, laid down, aimed at protecting the

employees of the less scrupulous from acts from which the

better disposed would be glad to refrain, but for fear of

competition. By imposing on all alike conditions agreed on

between representatives of employers and workmen, the

forces of competition are not destroyed, but diverted into

channels where they are believed to be less likely to involve

injury to the wage-earner.

In passing, attention may be called to one point in the

wages problem noted by the late General F. A. Walker. It

is that the wages problem proper is concerned with the

remuneration of those who are employed in occupations

where the result of their employment is looked to to provide

the means for their payment. Industrial employment, rather

than domestic employment, is our problem. The employer

of domestic servants may become more able to pay high

wages as the result of his profits in employing other labour,

but not as the result of the work of the domestics. A man
does not pay high wages because he is rich in the cases with

which we are most concerned. He may be rich as the result

of paying high wages, if high wages connote great efficiency

of labour. It is not what he has, but what he expects to

get, which enables and induces him to pay wages. These

wages are the condition of controlling the labour of his

employees, and of being free to direct it to those purposes

of production from which he anticipates making good those

wages, as well as other expenses, and securing a profit in

addition. The supply of labour available for domestic and

other personal service will, of course, depend in large degree

on the power of the offered remuneration, and other con-

ditions of service, to attract labour from other employments,

and hence the level of remuneration in those other employ-

ments is an important factor in the problem.

Since the efficiency of labour has so important a bearing

on the rate of remuneration of the labourer, some attention

must be given to the influence of the mode in which the
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payment to the labourer is, in practice, made to depend on

the work done. The two leading varieties of wage-payment

are time-wages and piece-wages. The former, in which the

amount earned depends directly on the time spent at work,

offers no stimulus to economy of time, while the latter, pro-

portioning payment to quantity of work done, stimulates to

the performance of a large amount of work, but does not

directly check the deterioration of its quality which may
result from undue haste.

It is clear that the employer cannot be indifferent to

either the amount of work secured for a given time-wage, or

the quality of work done on piece-wages. The fact that, in

many employments, the workman is afforded the assistance

of costly appliances means that slow work is expensive work,

even if only paid for in proportion to the quantity of product,

much more if paid by time. The earner of time-wages,

therefore, risks loss of employment if he fall below a satis-

factory standard of speed, while the piece-worker will need

to attain to a minimum standard in the quality of his work,

under a like penalty. The conditions which determine the

rates paid have been considered in the present and preceding

chapters. Where the choice can be made between the two

methods of assessing the payment, that one will be chosen

which gives the cheapest work, and thus an influence, tending

to make the two modes of payment give substantially the

same result, so far as cost of labour is concerned, is operative.

Some kinds of work are not readily adapted to payment by

the piece, and for them time-wages must be used, and any

stimulus to smartness will come from the supervision of the

employer or his foreman. Under piece-work men are said

to be apt to overstrain themselves, wearing themselves out

at an early age. This is not universally observable, though

in some cases trade unions substantially restrain their

members from setting too severe a pace, independent of

their own powers of standing the strain. Various methods

are employed to check the spoiling of the work through too

great haste, such as fines for defects, graded according to

the nature of the defect, or the rejection of bad work

entirely.
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The above-named methods of payment are varied, and

to some extent combined, in what has been called task-wages.

In this arrangement, the labour contract stipulates for the

completion of a given quantity of work in a given time for

an agreed wage. If the quantity be not completed, fines for

deficiencies are imposed. This plan aims at making explicit

a feature of the bargain which must be important, whether

definitely named or not. The employer of labour at time-

wages expects to receive service sufficient to do a definite

amount of work in that time, and the task-wage penalises

shortcomings by fines, while the only penalty available

otherwise is dismissal. The resort to dismissal in cases

where the work done fails frequently, or regularly, to attain

a satisfactory standard, is clearly not excluded by the fine

system.

As a means of stimulating to special diligence, various

systems of bonus, for work in excess of a fixed standard, are

in use. Some of these are known as progressive wages.

This name applies to cases where a fixed piece-rate is paid

for all work not exceeding a stated limit of quantity per

hour, per day, or per week, and, for any output beyond this

quantity, a higher rate is paid. Occasionally, in place of a

single limit, above which rates are increased beyond the

normal, several such limits are fixed, and, as each is passed,

a higher rate becomes payable, for all output in excess of

that limit, than for what falls below the limit.

The conditions of employment frequently require that

workmen should work in groups, each member of which is

engaged in contributing his share to the common task. The

output of the group may be capable of measurement, and be

conveniently paid for at a piece-rate, while the work of each

individual is not readily measured independently. If the

members of such a group divide the payment for the group's

output in fixed proportions, the earnings of each will depend

on the work of all. In such a case the different members of

the group may stimulate each other to diligence, or at any

rate check slackness on the part of individuals. Such

mutual supervision by interested fellow-workmen may
reduce the necessity for close supervision on behalf of the
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employer. Should the system of progressive wages be

applied to the group, a further stimulus to diligence is

provided. In such cases of group-wages, we have to

consider the conflicting tendencies, of the desire of each to

prevent loss to himself through incapacity or neglect on the

part of his fellows, and of the weakening of the motive for

exertion by the fact that the benefits resulting from extra

exertion do not accrue wholly to the man who is called on

for the exertion. The part assigned to any one individual

may be sufficiently small to make it appear hardly worth

while striving for. The larger the group, the smaller the

stimulus to do work from which the chief gain falls to others,

and the more ineffective the mutual concern to check fellow-

workmen from bringing loss on the group.

A number of developments of group-payment, aiming at

enlisting the personal interests of the workmen in the

efficient performance of work, have been devised. A typical

form is that of assessing the cost of a particular task, assigned

to a group of workmen, in accordance with a standard or

usual rate of working and of payment. The workmen are

secured the regular rate of time wages, and share in any

difference by which the actual wages-cost of the task may
fall short of the standard rate as assessed. It will be obvious

that this plan affords a stimulus to extra effort so long as

the standard rates are not reduced in correspondence with

what experience shows to be possible rates. Should the

workmen suspect that the opportunity for gain, held out as

an inducement, was being nullified by fixing the standard

cost in accordance with the actual wages-cost attained by
unusual exertion, not only would the motive for exertion be

gone, but the willingness of the workmen to work diligently

might be reduced even below what it would have been had

no such premium-plan been tried. It will be clear that the

whole of the economy on standard cost will not be assigned

to the workers as a rule, for, in order to effect the greatest

possible economy of time, some co-operation from the side of

the employers is needed, and this may involve expense. In

one way or other, there must be a prospect of profit to the

employers from the realisation of the economy on the part
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of the workmen, and part of that profit usually consists of

an agreed percentage of the sum the remainder of which

constitutes the premium on wages to the workmen.

If, instead of thus calculating the profit, on each task,

realisable by extra effort on the part of workmen, a bonus be

paid on wages out of the net annual profits of the employer,

whether individual or partnership or company, an interesting

variety of a supplement to ordinary wages is afforded. The
bonus may be assigned arbitrarily to individuals selected by

the employer, and its amount may be varied at his discretion.

Though it may afford some stimulus to diligence, if so

assigned, its effect is not so general as if all shared in it.

When the proportion of net profits to be given as bonus on

wages is definitely fixed, and the distribution among the

recipients takes place on a pre-arranged scale, the plan is

known by the name of profit-sharing. The usual basis of

distribution is to make the share of each workman pro-

portionate to his year's earnings. Effectively, the wage-

earners are thus made sleeping partners in the business, and

in some cases they are assigned an active partnership

through the assignment of the bonus in shares in the

business, either wholly or partially. The possession of

shares, acquired in this way, is usually accompanied by a

right to elect one or more representatives on the managing
board of the business. The enlisting of the interest of

employees, in the success of the business in which they are

employed, may evoke greater care and increased effort in

their work, and thus create an equivalent for the bonus

assigned them.

In some cases, the acquisition of shares, as described

above, has resulted in the entire business becoming the

property of the employees, and, as such, managed by their

representatives in their interest. But the ownership of

businesses by those employed in them has also arisen

independently, in pursuance of a plan to secure for workmen
the profits of the employer, to make workmen their own
employers. This form of industrial organisation is known
as productive co-operation, and must be distinguished from
the co-operation which consists of associations of consumers
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for the purpose of dealing in the goods which they need.

This distributive co-operation or co-operative shopkeeping

has achieved marked success in Great Britain, and has

served to enable co-operative industrial enterprises to be set

on foot. Capital accumulated in one class of enterprise has

been invested in the other. It will be obvious that

co-operative production relies for success on the favourable

balance between two opposing tendencies. The operatives

are stimulated by the sense of proprietorship in the concern

where they are employed, and by the assurance that

whatever their efforts contribute to its profits is, in part, a

gain to themselves. But the success of modern industrial

enterprise depends in a very high degree on the ability and

devotion of its management, and these are often bound up

with the independence of such management. When the

employer is displaced, so far as the profits of the business

are dependent on his abilities, they disappear. In practice

it would appear that the displacement of the employer goes

far to destroy the profit, a share of which was the motive for

displacing him.

In profit-sharing, and in co-operative industry, the

remoteness of connection, between any individual's effort

and his share of profits, operates to weaken the stimulus

to exertion found in the profits. The advantage arising from

personal effort is shared among a host of others, and only

if they display extra diligence in their turn can this effect

be offset. Since personal gain usually stimulates to exertion

more powerfully than advantages secured by one's fellows

as the result of one's efforts, the effect of the share of profit,

as a stimulus, is not as direct as can be secured by other

methods. Moreover, the entire effect of devoted effort on

the part of wage-earners may be lost through mistakes or

misfortunes of the management, and this again weakens the

stimulus afforded by anticipation of a share in profits, on

account of their doubtful amount. The moral effect of the

sense of proprietorship in the one case, or of being treated

with justice and consideration in the other, is not to be

ignored as an influence on work done. While the magnitude

of earnings has a most important effect on the physical
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power to labour which their expenditure supports, the sense

that wages are assigned with justice, and a degree of

contentment with the industrial situation, aid in ensuring

a willingness to use that power to the best effect. Efficiency

is not wholly a question of the material return secured for

labour done, but largely also a question of the mental and

moral attitude of the workman towards his work.

One further method of assigning to labour a share in any

advantage which economic conditions assure to the industry

in which it is engaged may be briefly noticed, namely, the

adjustment of wage rates by what is known as a sliding-

scale. This method is employed in some cases, such as

coal and iron mining, where the general condition of

prosperity of the industry is fairly accurately reflected in the

market value of its product. Though this value is far from

being a complete and accurate measure of employers' profits,

it is practically accepted as the measure of the claim of

labour to a share in the good times which bring profits to

employers. The usual arrangement is to select an agreed

price of the product or material with reference to the value

of which wages are to be determined, and to fix the rates

of wages which are to prevail when the price differs from

this selected standard by less than an agreed variation.

Then all wage rates are advanced or reduced by percentages

corresponding to the difference between the standard price

of the product and its actual price for the period in reference

to which readjustments of wage rates are effected. A recent

example is the wage-scale laid down by the Arbitration

Commission for the anthracite coal miners in the United

States. Standard wages, namely those in vogue at a given

date, are to be paid when coal sells at $4*50 per ton, and are

to be increased by one per cent, for each addition to that

price of five cents. For the purposes of applying such

scales, the selling price requires to be determined, and this

is commonly done by a submission of books, in confidence,

to accountants appointed for the purpose. The agreement
as to a scale may provide for its application only within an

assigned range of prices and of wage variation.

The use of a sliding-scale assigns to labour a share in
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prosperity or adversity in automatic fashion, and thus

removes no small part of the occasion for conflict between

employers and employed. It is not ideally just in operation,

and is not readily applicable to most industries, though more

widely applicable than applied. In case of a considerable

and permanent change in prices, the scale would be apt to

give either more or less than was contemplated when it was

settled. The agreement on a new basis for a scale provides

as wide a scope for industrial conflict as ordinary disputes

about wages where no scale is used. Yet some increase of

smoothness in industrial relations, and of stability of con-

ditions touching wages, is assured where such scales operate,

and the very crudity of the approximation to justice which

they afford ensures that simplicity which makes them

intelligible, and thus aids in ensuring support and trust.

One weak point is that workmen are induced to believe

that their employers resist reduction of price less strenuously

when that reduction carries with it a lessened wages-bill.



CHAPTER X

THE PROBLEM OF PROFITS

The Employer's Share in Distribution

THE profits of the employer of labour remain for con-

sideration. Are these arbitrary or do definite

principles determine their amount? It is clear that mere
possession of a producing establishment will not suffice to

ensure an income to its possessor. Where one man realises

loss, another secures substantial profits. The capacity of

the management determines whether the one or the other

result is secured. In older discussions, the revenue of the

owner and manager of capital were hardly differentiated.

The capitalist-employer was the central figure demanding
consideration. He was undertaker of business management
and risks, and employer of labour, because, and to the

extent to which, he was a capitalist. Changes have come
over the organisation of business. The manager may be to

some extent a capitalist, but the quantity of capital he

controls is not limited to what he owns, or even to what he

can borrow on his personal credit or on the security of his

property. The joint-stock form of business organisation

has enabled managing ability to be more readily associated

with opportunity for its profitable exercise. The possessor

of the managing power may be the possessor of capital

totally inadequate to enable him to use that power effectively.

The owner of capital may lack disposition or ability to

venture the capital in an enterprise under his own direction.

These circumstances have, however, much less power than

formerly to prevent the acquisition of control of capital by
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those fitted, by ability and training, to use that control to

advantage.

Where the control of capital is exercised by hired

managers, the problem of remuneration does not differ in its

general nature from the problem of wages. The demand-

price for such services is limited by the ability of the

manager, that is, by his power to organise and conduct the

business so as to produce a profit. By so much as the

ability of one man exceeds that of another, as measured by

their power to render an enterprise financially successful, by

so much may the proprietors offer a higher salary to the

more capable, than to the less capable, without being worse

off as a result.

The supply of ability available for business management

is partly, though not wholly, dependent on the rate at which

such services are paid. For the more difficult managing

posts, the capacities required cannot be produced by training,

though much may be done toward their development by

appropriate training. The attraction to men to devote their

powers to business rather than to a profession, to one

business rather than to another, is partly found in the

earnings anticipated. The more certain these are, provided

they are adequate, the higher they are, provided they are

reasonably certain to be secured by the possessor of ability

of a given order, the greater the number who will be attracted

to compete for these gains.

An attraction more powerful than large earnings, at any

rate as affecting the highest positions in industry and com-

merce, is the opportunity offered to exercise control over

masses of men and complex organisations. The satisfaction

of leadership, the delight in planning new combinations of

appliances or men, probably constitute a large part of the

reward, which really counts as such, to men of high con-

structive ability, though they are not indifferent to pecuniary

gain, and require to have an income of considerable amount.

When the income secured once becomes very large, the

variations in it hardly form the measure of the motive which

stimulates to exertion, though they constitute the compensa-

tion for exertion and enterprise. The large incomes of
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successful business men do form, however, an important

part of the attraction which brings in competitors for these

gains. In this sense they are an important feature in

influencing the supply of capable men available for under-

taking the control of business enterprises, new and old.

With regard to the earnings of managers of business, the

considerations adduced in relation to some special classes of

ordinary labour apply in a special degree. At any instant,

the supply of such ability available may be either abundant

or scarce relative to the occasions for its profitable exercise.

The remuneration of the individual is much of the nature of

rent. But the amount of the remuneration can and does

react on the supply, so that it is a quasi-rent, not a true rent,

with which we have to deal in this case.

Looked at as a rent, the remuneration of the entrepreneur

may afford some further useful reflections. Rents are, in

their nature, differential payments. The capable entre-

preneur reaps a reward corresponding to his superiority over

less capable men with whom he is in competition. He does

not secure his gains at the expense of labour or of capital.

If he gets the use of capital on better terms, it is because of

the lower risk associated with his control than with that of

others who pay a higher rate. So far from hiring labour at

a lower rate than struggling competitors, the conspicuously

successful entrepreneur often pays somewhat higher wages,

and quite commonly gives more favourable conditions of

employment, than the less successful men can give. So far

as the gains of the highly remunerated entrepreneur exceed

those of the less successful, they are certainly not secured by

enforcing harder terms on labour than labour secures from

these rivals. A plea often acknowledged as valid by work-

men is that their employer is barely able to hold on, and

unable to give higher wages, or even unable to continue

existing rates. The obviously struggling employer, in a

small way of business, meets with the sympathy of wage-

earners, though he does not give better terms to his

employees than his more successful competitors give.

An important question is, What degree of competence is

necessary to maintain a place in the ranks of employers ?
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what degree of incompetence can avoid being driven out of

those ranks ? On this question not a little depends. The
most expensive entrepreneurs, whether regarded from the

workman's point of view as a wage-seeker, or from the point

of view of the community, interested in the most effective

possible organisation of its resources, are those who just hold

their own as employers, who just avoid being compelled to

give over the control of industry to others. Now the need

of the community for organising ability, considered in

relation to the supply of such ability, will determine to how
poor a grade resort must be had in order to get the work

done which is required to be done. Just as, in agriculture,

the need of the community for produce, in relation to the

supply of fertile land, determines what degree of infertility

of soil must be resorted to, to secure the necessary food

supply, so also in the corresponding case of managing ability

as just stated. Whether the earnings of the employers who
just maintain themselves as employers be regarded as made
up wholly of wages, such as they might get if employed by

others in a subordinate capacity, controlled instead of con-

trolling, and in no degree of profits ; or whether we call the

whole of the earnings, even of these entrepreneurs, profits,

the important implication of this view of the case will be

substantially the same. It is that the community stands to

gain, and that wage-earners stand to gain, by every elevation

of the grade of the lowest rank of entrepreneurs. If the

managing work can be done entirely by a high grade of

managing ability, it will be done more efficiently. Further,

the implication of this is that men who possess managing

power are relatively plentiful, and this is the essential

condition for their being obliged to be content with a

relatively small share in the product. Thus the organising

work would be better done, causing the product to be greater

with the same resources for producing it, while the share of

the produce which is needed to remunerate the organisers is

reduced, thus leaving more for distribution among the rest of

the community. Labour stands to get some share in this

increase, and thus has an interest in having as high a grade

of ability among entrepreneurs as possible.
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How, it may be asked, can such a result be promoted ?

One method is to develop as fully as possible all latent

capacity, which may be assisted by efficient general educa-

tion. Of methods whereby able men may be assisted or

encouraged in establishing themselves in business, in spite

of not owning any considerable capital, nothing further will

be said here. The aid which they might render in establish-

ing a competition between those possessing ability is

sufficiently obvious. But such competition brings up the

question of who is to survive, or how those worsted in the

struggle are to be eliminated. Whatever provisions of law

check men from trading with the funds of others after they

have become insolvent, covering losses due to their own
inadequate capacity for management by using funds the loss

of which cannot add to their personal losses, must aid towards

this. The continuance of such people in business is not

merely a loss to those whose funds provide the means to

cover their deficits, but it is a loss to the community as a

whole, inasmuch as it means that some of the resources of

the community are being used for purposes where they do

not reproduce themselves in their use. A destruction of

capital is in progress. Trade secrecy aids substantially in

enabling losses of this kind to remain hidden long enough

to become serious, and the increasing publicity of business

may do something to check such loss. In view of the grow-

ing complexity of business affairs, as a result of which

publication of periodical balance-sheets fails to reveal the

real standing of the business to which they refer, too much
must not be expected of publicity as a restraint on the

continuance of an enterprise after it has definitely entered

on a career of failure.

A good deal of discussion has taken place as to the

nature of the services for which profits form the remunera-

tion. So long as a man in business was, in large degree,

owner and manager at the same time, his remuneration

naturally covered the return to capital and to organising

effort. The growing use of capital by others than its owners,

leading to the establishment of systems of hire and loan of

capital, required the separation of the remuneration of the
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capitalist, the mere owner of capital, from that of the under-

taker of business management and risks. Later, we have

seen the growth of a great system of joint stock enterprise,

where the management is in the hands of salaried employees

in the main, the control resting with the shareholders, and

being exercised through their board of directors. The
services of the manager of the detailed organisation of

business are thus more markedly separated from responsible

ownership than when the owner, though not providing all

the capital in the business, was yet the responsible owner,

hiring the services of capital, and bearing the risks as well

as the responsibility. The replacement of the independent

owner of business enterprises by a salaried manager serves

to suggest a further analysis of profits. Formerly used to

include interest, the word came to designate the earnings of

management. This phrase readily suggests an analogy

between wages and the remuneration of the manager of a

business. The latter comes to be regarded as a specially

important member of the wage-earning classes, which have

long been held to include the salaried subordinates of the

manager-in-chief. As just pointed out, the later organisation

separates the remuneration of the manager from that of the

owners. The former takes the form of a regular salary.

The shareholders as entirely buy out the pecuniary interest

of their manager, in the outcome of his work, as he buys out

the pecuniary interest of the weekly wage-earner, in return

for a regularly recurring payment. Where the manager
receives a bonus proportioned to profits, this statement is not

entirely accurate, but the payment of a bonus in addition to

wages does not destroy the general nature of the wages-

payment.

The distributive share known as profits, then, has, in

practice, had the remuneration of the services of management
cut out of it. What is left, profits proper, represents the

share of those who take the risks and assume the responsi-

bility of dictating the general lines of policy which the

manager is to carry out. It does not destroy the importance

of this separation if it be acknowledged that the manager's

advice, as to the lines of policy desirable to adopt, is
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substantially accepted and acted upon by the shareholders

and their board of directors. The responsibility becomes

theirs, they suffer reduction of dividends or loss of capital if

the policy be unsuccessful, and to them accrue the advantages

of a successful policy in increased dividends and appreciation

in value of their shares.

A question arises whether the risk-taking function, over

the whole field of industry, secures any distinct distributive

share of the product. Some bodies of shareholders gain,

others lose. Is it necessary for gains to outweigh losses in

order to ensure that capitalists will take risks ? Capitalists

can avoid some risks in investing their capital, by selecting

those investments which carry a minimum of risk. Govern-

ment bonds, debentures, or even preference shares, involve less

risk than ordinary shares of industrial enterprises. Is there

anything more involved, in the selection of the latter rather

than the former, than a disposition to take risks, and a willing-

ness to take them if they bring a right of control with them ?

It seems probable that some residual compensation for risk-

taking is necessary, that if ordinary shares are to have the

same capital value as mortgage debentures of the same

business, the probable return on the former must exceed that

on the latter. If large sums were invested in a wide variety

of these two kinds of securities, the average netted on the

shares would be somewhat higher, in all probability, than

that secured on the debentures, the difference representing

the valuation of the risk, the remuneration for risk-taking :

in this case the more exact mode of expression would be to

refer, not to the risk-taking absolutely, but to the difference

between the risk-taking in the two classes of investments.

It has been stated above that the right of control and the

assumption of risks of management go together. So far as

the risk is one which wise management can reduce, the

association is quite natural. Risks are associated with all

kinds of investments, and the investor can secure some
compensation for selecting his risks wisely in a higher return

as the result of that selection. The ordinary shareholder

not only takes the risk of what may happen to the property

of the concern whose shares he buys, but has at any rate a
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nominal right of affecting the amount of that risk by in-

fluencing the selection of the policy to be followed. The
application of the term " profits " to the income secured by
the exercise of such a function does not confuse the risk-

taking of the speculator in bonds with the risk-taking of

the owner of an industrial enterprise. There are sufficient

analogies between the two cases, and it is significant that

the term " profits " is applied to the speculative gains of

the buyer and seller of stocks and shares.

A significant trait in some recent developments is the

tendency to acquire, on behalf of a definite capitalist or

group of capitalists, the majority of the shares of various

concerns, with the deliberate intention of shaping the policy

of the concerns. The common neglect of shareholders to

exercise their rights might have made a discussion such as

the preceding seem wide of the mark, had not a good deal

of emphasis been laid on the essential points by actual

proceedings in the business world. It has some of the

appearances of a reversion to the type of business organisa-

tion in which the responsible owner hired capital and other

agents, and directed his enterprise. The later phase is one

where the responsible owners will have less to do with the

detail of management than in that earlier private ownership,

but not less of assertion of their right and intention to

determine the general methods to be adopted and the goals

to be aimed at.

As some reference has been made above to speculation,

some slight further discussion as to the nature of the function

performed by speculation may be in place here. It may be

acknowledged that every producer for a future market, that

is to say practically every producer, is to some extent a

speculator. He anticipates what will be wanted, at what
prices and in what quantities, and sets to work to provide a

supply in accordance with those anticipations. If his

anticipations turn out to have been sound, he profits, if

otherwise, he loses. The adjustment of the different parts of

the productive force of the society, to the satisfaction of its

various needs, depends in very great degree on the correct

formation of these anticipations.
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The speculator, ordinarily so called, is either blindly

gambling, or is engaged in intelligently anticipating the

future. The former class of speculators can hardly be too

strongly condemned. They are as likely to guess wrongly,

and so lead to a greater diversion of productive energies, to

ends which will turn out useless, than would have taken

place had they been inactive, as to guess rightly. It might

probably be maintained that the chances are in favour of

the former. But the speculator who devotes himself to

securing some indication of what the future's needs are

likely to be, if he be reasonably capable, is likely to guess

right more often than he guesses wrong, and thus his acts

lead to a balance of advantage, in securing a better adjust-

ment of productive energies to the needs which materialise

than would take place without his interference.

As an example we will take the case of a speculator in

wheat who finds reason to anticipate a shortage in the

harvest. He seeks to buy early before others realise the

shortage. As a result, especially if others follow his example,

an early rise of price occurs, checking consumption, and thus

providing better resources for the time of need than would

have remained had no such early check to consumption

occurred. In the converse case of excessive supplies, stores

may be reduced by an early fall of price, and thus the effect

of excessive harvest supplies be somewhat modified, since

the previously existing supplies have been removed before

the glut occurs.

In considering the economic service rendered by the

speculator, there has been held in view such operations as

are based on facts, and reasonable anticipation of facts, not

such as are based on false rumours deliberately given

currency for the purpose of reaping a profit. The utilisation

of such modes of making gain by deceiving others need

not blind us to the real service, which is founded on no

deceit, and which assists in making the adjustment of pro-

duction to demand take place more smoothly.



CHAPTER XI

MONEY AND THE MECHANISM OF EXCHANGE

WE have reached a point at which it is convenient to

examine the arrangements by which the exchange

of commodities is carried out. In what precedes it has been

assumed that those necessary exchanges can be effected,

which permit specialisation of employment, and thus are

essential to the economic organisation of productive industry

The direct exchange of commodity for commodity, known
as barter, presents difficulties which would preclude its

adoption on an extensive scale, and, if it could not be

avoided, the productive organisation would be primitive

and inefficient. To allow of the free development of

production, there is required an organisation of exchange

which shall effect the following ends:—(i) The makers or

owners of different goods need to be brought into com-

mercial relations with each other, so that each can obtain

what he needs in exchange for what he has to dispose of.

(2) Where the goods which one of the parties needs from

the other exceed in value the amount which the latter requires

of the goods of the former, the differences need adjustment,

or exchange would be blocked.

(3) To this end the balances of such exchanges need to be

made available for the purchase of other varieties of goods

than those concerned in the exchange from which they

arise, and the balances from exchanges of entirely different

characters need to be made available for mutual offset.

That this may be done, these balances, in fact the various

values exchanged, need to be expressed in terms applicable,

not merely to the special exchange out of which they arise,

but to exchanges in general. Their expression in terms of
160
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some common unit of value, and the provision of some form

of acknowledgment of the residual obligations in question,

will remove this difficulty.

The three points thus raised will be readily admitted,

and can be illustrated with facility. Thus a tailor may
need boots and a bootmaker a coat, but if the tailor can

only find bootmakers who are already sufficiently supplied

with coats and conversely, the exchange cannot be effected.

Then, even if the two whose needs correspond are brought

into relation with each other, the goods to be exchanged

may not be equivalent in value. The coat may, for example,

be worth 10 per cent, more than the boots. It is not sufficient

that the balance be expressed in terms of the coat or the

boots. It is highly inconvenient, to say the least, if it

cannot be made available for the purchase of other goods

by the tailor. If it can receive an expression which makes
it acceptable by other traders, and a satisfactory acknowledg-

ment of the bootmaker's obligation to pay the tailor can be

secured, drawn in such acceptable terms, the hindrance to

exchange is removed.

The introduction of a general medium of exchange

obviates these difficulties. If, for example, wheat form an

acceptable means of payment to every one, or to a sub-

stantial majority of the community, the tailor need not

hunt for a bootmaker who needs a coat. Any one who
needs a coat and will give wheat in exchange will provide

him with a means of satisfying his needs, for, with the wheat,

he can obtain the desired boots from any bootmaker who
can suit his fancy. The balance of value, by which the

coat exceeds the boots or the reverse, is both expressed

and paid over without difficulty. If, in place of desiring

a commodity nearly equal in value to a coat, the tailor

requires a dozen articles, each of smaller value, and together

representing an aggregate of value equal to that of the coat,

his desires may be readily gratified ; while, if a producer of

such an article as sugar desires a coat, he need not seek for

a tailor who wants a large stock of sugar, since, by gathering

the wheat, which can be secured from the users of sugar in

exchange for the amounts of that commodity which they

ii
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need, the total needed to purchase the coat can be secured

without inconvenience. The mere introduction of a medium
of exchange of general acceptance, then, removes in large

degree the hindrances to an extension of exchange which

exist in a system of simple direct barter.

In elementary stages of society, no medium of exchange

could come into general use which did not itself embody
value. This provided a guarantee that what was thus

received as a payment could be used to effect payments to

others. In modern developed societies this assurance is

provided without the need for actually embodying value

in the exchange-medium. The growth of mutual confidence,

between the members of modern communities, enables the

exchanges of such communities to proceed with greater ease,

through the employment of forms of acknowledgment of

obligation to pay large quantities of the general medium
of exchange in place of handling that medium itself. The
selection of a medium of exchange by a primitive people

depends on the circumstances of that people. A hunting

people used skins, a pastoral people used cattle, some
agricultural communities employed grain, cowrie shells

and wampum have performed this function, tobacco served

the purpose for generations in Maryland and Virginia, and

the variety of commodities which, at different times and

places, has been used in this way, is very great. With
advance in trade, the metals have generally secured a

preference, especially gold and silver, which form the basis

of the bulk of modern exchange transactions. By their

beauty and comparative rarity, these metals have acquired

value in the eyes of most peoples, and custom and law

have enabled the holder of them to be confident that

they will be accepted in payment by others, and thus

provided an adequate inducement to every one to accept

them from others.

The metals are peculiarly fitted to take the place of the

various other media of exchange just named. They can be

readily conveyed from place to place, and have but small

liability to injury in use, or loss of value by mere lapse of

time. The rarer metals possess these characteristics in a
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high degree. Embodying high value in small bulk, the

cost of transport is reduced to a very small amount, while

their small liability to chemical change makes gold and

silver preferable to iron or copper, with their tendency to

rust or become covered with verdigris, involving the effective

loss of part of their substance. As to some other of the

commodities named above, wheat needs care and labour to

keep it from deteriorating if stored for a long time, cattle

lose condition if not fed. The latter point shows that,

however well fitted for use by pastoral peoples, cattle are

unsuited as a means of exchange for trading and manu-
facturing communities.

Ready divisibility without loss of value makes the medium
of exchange more convenient. Precious stones possess large

value in small bulk and lose nothing in storage, but their

division involves loss of value. The metals can be divided

and reunited if desired, without further expense than that

of the labour involved, and no loss of value. Ready division,

too, enables values of all magnitudes to be represented con-

veniently. Where gold represents moderate values, small

values would be represented by pieces of metal too small

to be convenient, and the device of using silver, and, for yet

smaller values, copper or bronze or nickel, enables the use

of pieces of convenient bulk for small as well as for large

transactions.

The precise equivalence of all units of the exchange

medium is also of great importance, and the ready recognition

of that equivalence, as also of the genuineness of what
professes to be the general medium of exchange. Only
members of a pastoral community could readily use cattle as

a medium of exchange, since discernment of fine beasts from

poor ones would be required. The metals, being homo-
geneous in nature, represent equivalent values in equal weights,

or equal bulk, if the purity is the same. The acceptance of

metal in payment by weight was long practised, but, for

retail transactions at any rate, is inconvenient. The device

of coinage, the cutting of the metal into pieces of fixed sizes

or weights, bearing marks enabling them to be recognised,

provides a means of making payments by tale, i.e. by number
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of coins, instead of by weighing the metal. The perfecting

of coinage secures some protection against fraud in this mode
of payment. The stamp of the mint is the guarantee of a

trusted agency as to the weight and purity of the metal in

the coir; bearing the stamp, and the process serves also to

shape the metal into pieces of convenient shape and con-

venient proportions of value, of a hardness calculated to

endure wear and tear with but little loss, and of a design

such as to afford protection against fraudulent imitation or

the abstraction of part of the substance of the coin. The
hardness is partly secured by the proportion of alloy, partly

by the force with which the stamp strikes the coins. Usually

the standard metal for coinage contains 10 per cent, of alloy,

as gold and silver are too soft for use in a pure state.

English gold coins, however, contain one-twelfth part of alloy,

in this differing from those of all the rest of the world,

except Portugal ; and English silver coins contain three-

fortieths of their weight of alloy, this being the traditional

fineness of English silver from the time when a moneyer's

pound weight of silver represented the pound of value.

It was pointed out above that the facilitating of exchange

operations depended largely on the expression of the values,

of goods entering into exchanges, in terms of a general unit

of value. When a general medium of exchange is established

in use, values will naturally be expressed in terms of it.

But exchanges may be vastly facilitated, by such a common
mode of expressing values, even if the actual exchange be

not effected by the use of the thing in terms of which the

values entering into the exchange are stated. Such a condi-

tion occurs both in primitive and in advanced communities.

Thus the beaver-skin continues to serve as the unit of

measurement of values in some remote parts of Canada,

though the actual beaver-skin does not represent the unit of

value thus expressed. Actual skins, whether of beavers or

other animals, are valued at various rates in terms of the

beaver-skin, which is the traditional value unit. The goods

which are purchased, with the credit which the sale of the

produce of the chase provides, are also priced in beaver-skins.

In India, the Company's rupee at one time served as a standard
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of valuation of the various actual rupees, of differing mintages,

which were in circulation, though this standard rupee was
not struck for use. Not being in circulation, and subject to

degradation through wear and tear, its value in silver

remained unchanged. In most modern communities, vast

quantities of goods are exchanged which are valued in terms

of gold or silver coins, but in the exchange of which such

coins are not used, various paper representatives of large

masses of coin serving as actual media of exchange.

The commodity which serves as medium of exchange and

common denominator of values is generally known as money.

Though a primary function of money was to serve as an

actual intermediary in exchanges, the development of com-
merce has progressively substituted representatives of money
for money itself in this function. The values exchanged are

estimated in terms of money, but the actual handling of the

money is a cumbrous and unnecessary formality, which can

be, and is, dispensed with on most occasions, though the right

to require it is reserved. This use of substitutes for money
in actual exchanges throws into greater prominence the use

of money as a means of expressing value, and the fact that

a great number of contracts, expressed in terms of money,
call for money payments at a time subsequent to the date

of the contract, leads to a further important quality being

required of a money, if it is to be a satisfactory money. Its

value must remain steady, that is, the values held in view in

making a contract in terms of money should, as far as

possible, be realised when the payment is made. If the

money-material be one which is subject to rapid and con-

siderable fluctuations in value, this condition is not fulfilled.

By the selection of the precious metals as money material,

the fulfilment of this condition is, in some degree, ensured.

Let us consider the case of gold, and note the features of

contrast between it and such commodities as iron, cotton,

wheat, etc., in this respect. The supply, available for current

use, of these latter commodities, is practically dependent on
current production. This is more obviously the case with

iron than with agricultural products, since the supply of these

latter is great just after harvest and small immediately before
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the new crop is ready. But the dependence of the annual

consumption on the production of the year immediately

preceding is obvious, and changes in the yield from year to

year are fully reflected in the changes in supply available for

use, and hence in the value of the product. In the case of

gold, the supply available for current use is a large multiple

of the output of the mines for a year, still more so of the

fluctuations in that output from year to year. These fluctua-

tions of output can, therefore, have comparatively little effect

on the value of gold, that is on the proportion in which gold

exchanges for other commodities. With an accumulated

supply of gold in monetary form, or held as bullion in bank

vaults, amounting to nearly £ 1 ,000,000,000 in value, an output

of £60,000,000 or even £70,000,000 yearly cannot be a cause

of such changes in supply as to change the value of gold

with serious rapidity. This cause of relative stability, namely

comparative stability of supply, cannot ensure stability of

value, since demand may undergo considerable variations.

But in a choice of a money-material, there can be no doubt

that a commodity whose supply is relatively stable, largely

owing to the fact that it is adapted for accumulation, and

that the monetary uses are considerably the most important

of all its uses, presents a greater probability of stability of

value than a commodity of which the supply available for

current use is subject to extreme fluctuations.

The demand for money-material, to provide a means of

exchange, is subject to a good deal of modification through

the use of substitutes for, or representatives of, money for

this purpose. Such substitutes are bank-notes or other

paper-money, cheques and bills of exchange, and various

arrangements by which book-entries, on the credit or debit

side of an account, obviate the actual handling of either

money or any concrete representative of money. Bank-

notes, which simply take the place of coin held in a bank,

and are used merely for convenience, do not economise

metallic money beyond what is implied in reducing the

wear and tear of metal. But, as will be seen in the next

chapter, most systems of bank-note issue permit the circula-

tion of paper exceeding in face-value the metal which is
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held for its redemption, while some systems dispense with

any holdings of metal, or require only the most meagre

reserves. Thus instruments of exchange representing a

greater value than could be replaced by metal in hand are

actually circulated, and serve as media of exchange for

values expressed in terms of the metal which they represent.

Cheques and bills are more extreme examples of instru-

ments of exchange, created in a volume which appears to

have no relation to the metallic reserves which are held, as a

provision for meeting the requirements of such holders of

these documents as exercise their right to demand the money
their claim to which is attested by these documents. The
habits of modern commercial communities permit the cir-

culation of such credit documents with great facility. In a

community where there was but one banker, the cheques

drawn by purchasers in payment for goods would be,

practically, orders to deduct sums from what stands to the

credit of the accounts of the drawers of the cheques, and to

add them to the amounts standing to the credit of the

recipients of the cheques. So far as payments took place

between the members of such a community, having accounts

at the bank, there would be no need to handle actual money.
The payments would be balanced by receipts, perhaps on

other days and from other persons, but not therefore involv-

ing anything but book-keeping to satisfy the needs of the

case. If several bankers exist in a community, the customers

of each would present their claims on the others through

their bankers, and the same bankers would have to meet
claims on behalf of the same or other customers. To settle

accounts between bankers, only the differences between

claims and obligations need be paid in money. Where the

magnitude of the business is sufficient to justify it, clearing-

houses are established to facilitate the presentation and

settlement of such claims between bankers. The amounts of

the balances are, naturally, various. When numerous banks

with large transactions are concerned, the balances fall to 5

per cent., or less, of the amounts paid or received, while they

may rise to 20 per cent., or more, where commerce is less

active. The balances are not necessarily paid in money.
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Sometimes, for example in London, their settlement is made
a further item of book-keeping, all the bankers having

accounts in this case with the Bank of England, and mutual

payments being made by drafts on that Bank. Thus, in

1902, the London Bankers' Clearing House effected pay-

ments exceeding £10,000,000,000 without the intermediary

of a single coin. The economy of money effected by the

combined operations of banks, aided by clearing houses, and

by book credits and like devices, is very great, and reduces

the demand for money as a medium of exchange.

But credit devices cannot entirely replace money in

trade. The condition necessary for the smooth working of

the organisation of credit is that, whenever required, the

money, the claim to which is attested by credit documents,

shall be forthcoming. A certain amount of money must

therefore be held, ready to meet claims, by those liable to be

called upon. The nature of the business they transact, and

other circumstances, will determine how much each needs in

order to be ready to meet every demand likely to be made.

Some must keep more than others. The amount necessary

varies with the state of trade, for the disposition to demand
cash varies a good deal from time to time. The extent to

which business can be conducted on a credit basis is not

unlimited, and the creation of credit instruments must

bear some relation to the cash available to meet demands

arising out of them.

Further, there is a large class of transactions in which

money cannot be replaced by credit, where the habits of

those concerned will not admit of the use of a cheque, or

other claim to money, in place of the money itself. For

payment of wages, in general, and for a great part of retail

transactions, especially the smaller ones, actual money is

needed. These transactions form a substantial proportion

of the total exchange transactions of the community, and

represent the final exchange of a large part of the products

of industry. High prices call for the use of more money in

this field, while, with low prices, less money is needed to

effect the exchange of an equal mass of commodities.

Money thus forms the actual medium of exchange for
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one large set of transactions, and an adequate reserve of

money is the necessary condition of the free use of credit in

the remaining transactions of purchase and sale.

Another feature is of importance in modifying the need

for money, namely the efficiency of money and its repre-

sentatives in their function as media of exchange. The
amount of goods whose change of ownership can be effected by

the use of a certain amount of money, even where no goods

change ownership except for a payment of actual money, is

not fixed. Its variations are ascribed to the " rapidity of

circulation " of money. This phrase being explained, its

appropriateness need not be discussed. It is enough to

recognise that the business habits of some communities make
a relatively small number of coins do the same exchange

work, and in the same time, as would require a larger sum of

money in other communities. A change in the efficiency of

money, as thus conceived, may be equivalent to an increase

or decrease of the money supply.

It has long been held that the supply of money is a most

important element in the determination of the general price-

level. There are, indeed, some who contend that money-

supply adjusts itself to price-level and not price-level to

money-supply. But the weight of argument, and of fact,

seems to support the view embodied in the proposition

known as the " quantity theory of money." This proposition

is, that increase or decrease of the money-supply causes

increase or decrease respectively in the general level of

prices, and that a large movement in money-supply will give

rise to a large movement in prices, a small movement in

money-supply to a small movement in prices. It must be

borne in mind that this proposition is maintained subject to

the provision " other things being equal," so far as those

"other things" do not necessarily change in consequence of

the change of money-supply. For convenience, a tabulated

statement of the leading causes, which may operate to

affect the phenomena dealt with, may be set down. These

are :

—

(I.) The money-supply, or quantity of money in circula-

tion.
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(ii.) The efficiency, or rapidity of circulation, of money.

(Hi.) The extent to which exchanges take place without

the use of money as an intermediary, or, as it is more briefly

expressed, on a credit basis.

(iv.) The volume of exchange-transactions.

(v.) The general level of prices.

It need not be argued that, if all exchanges required

money as an intermediary, and the volume of exchanges as

well as the efficiency of money remained constant, the

variations in the general price-level would be in the same

sense as the variations in the money in circulation, and would

also be proportionate to them. This is merely stating a

truism. If more money is used to exchange the same

amount of goods, of the same kinds, each commodity must

be exchanging for more money, if all commodities are

equally affected, or, if not, the average level of prices must

be raised in the same proportion as the quantity of money

in use. If it be urged that the money would not be able to

be got into use, the objection need not trouble us much.

The history of trade sufficiently shows that available moneys

are brought into use, though, generally, some increase in

the volume of trade accompanies the rise in prices. This

increase, so far as it goes, utilises the increase of money-

supplies without requiring the aid of a rise of prices, but a

precise offsetting is not, in the nature of the case, to be

expected, and thus some residual effect may remain in a

change of price-level. The stimulation of the volume of

trade may outrun the increase of money-supply, or such

stimulus may arise from other causes, so that that supply

becomes inadequate to effect all the exchanges at the old

price-level. Either more money must be obtained, or the

volume of exchanges be checked, or prices fall on the average.

But if all the money is metallic, or, if paper be in use, if

increase of the paper be merely in the form of deposit

receipts for metal, the first alternative is excluded. The

second cannot be accepted as an explanation of general

applicability, for the volume of exchanges grows under the

stimulus of other causes than changes in the output of the

precious metals from the mines. Thus the third of the



MONEY AND THE MECHANISM OF EXCHANGE 171

possibilities must be accepted as the result likely to be

attained.

The result of an increase in transactions seems quite

likely to be an increase of efficiency of money, for a quicken-

ing of business activity may well have such a result. But no

general rule can be laid down, for the increase is not,

perhaps, more likely to touch those men or localities, whose

habits give to the money they touch a greater efficiency than

the average, than those of a contrary temperament.

But we have still to introduce the influence of the

employment of credit devices. An increase of business

which touches only those exchanges usually carried through

by means of credit devices would not lead to a demand for

more money, neither would any change of price-level in

those departments of business. But we must keep two

things in mind here. The one is, that changes in price or in

volume of transactions can hardly remain confined to such

transactions as are habitually arranged without the use of

money. A rise of price of commodities in the wholesale

markets, for example, if marked and continued, possibly

even if small, will be reflected in retail transactions, while an

increase of production involves, almost of necessity, increased

employment of labour and therefore increase of wages.

Thus, even if originating in quarters where credit displaces

money, the effects are transmitted to points where they lead

to a need for more money, the lack of which imposes a

check on the movement.

Is this assumption, of an origin of such a price-change

independent of money influences, an abandonment of the

proposition ? By no means. The price-change may not be

caused by changes in money, but it cannot be sustained

unless such changes have occurred. Moreover, the stimulus

may be based on money-changes, though the first effects are

seen where credit is supreme. In the field of credit itself,

the arguments previously applied to a purely money
economy will apply to prove that a rise of price of goods,

exchanged entirely on a credit basis, necessitates an increase

of credit facilities. These may arise from a change in the

organisation of credit, or from an enlarged basis for credit.
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In the former case, as already stated, the change cannot

be maintained unless increased means for carrying on the

operations inevitably bound up with it are available, and as

a rule that means that more money must be forthcoming, or

the advance must be checked or annulled. But the improve-

ment of the credit organisation may provide the necessary

increase of money. It is in the nature of improvements of

this class to enable a larger credit structure to be built on

a narrower cash basis. Thus it amounts to a provision of

money for other purposes from what was formerly needed to

support credit. The means for upholding some part of the

increase in prices may thus be forthcoming. But if an

improved organisation of credit be not the cause, a permanent

increase of credit facilities can only be secured on an enlarge-

ment of the cash basis of the credit structure. Thus, though

first noted in the field of credit, the change in question may
be traced to a money change.

The only case in which we can admit a change, in the

relation of prices to money-supply, differing in kind from

that which would be produced in a purely money economy,

is that of a change in credit organisation, which, as pointed

out, means a setting free of part of the former money-supply,

so that its effects are quite similar to those of an increase of

money-supply. These considerations do not negative the

interdependence of money-supply and general price-level.

They do require that the interdependence should not be

expressed as one involving equal proportionate changes in

these two items.

Over short periods, as between different seasons of the

same year, changes in the volume of transactions are able to

be handled by means of changes in the proportion which

cash transactions are of all exchanges, or by changes in the

credit facilities accorded on a given cash reserve. But even

here price-change is not entirely avoided. After harvest,

when the volume of exchanges is exceptionally large, prices

fall in spite of extension of credits beyond the normal

amount.

A phenomenon which appears greatly at variance with

the doctrine here maintained is the rise in prices, accom-
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panied by increased transactions, which is seen in boom
years. But this is an example of a class already dealt with.

Credit facilities are vastly increased, without the usual care

for adequate provision of reserves, just as might take place

as the result of improved organisation. The difference is

that, as the reserves are really needed, the inflation is,

sooner or later, tried by a test which it cannot stand, and

the inadequacy of the money basis of the great mass of

credit transactions breaks down the high level to which

prices have been carried.

Some brief reference in support of the theorem in

experience may be given. The nature of the case does not

permit of precise statistical verification of parallelism in the

movements of prices and money-supply. As argued above,

it is not to be looked for. The most generally quoted

illustrations of the proposition are found in the rise of prices

which excessive issues of inconvertible paper-money have

caused. The assignats of French revolutionary finance, the

greenback issues of the American Civil War, and other

similar instances, are to the point. But objection is taken

that these are cases where the money whose quantity is

varied is a credit money. The response of price-level to

money-supply, when the money is metallic, is observable

after the great supplies with which the New World enriched

Europe got into circulation there in the sixteenth century.

Trade grew, but money supplies increased faster, and prices

rose, and did not fall back to their former level. During

the first half of the nineteenth century, trade was growing

while money-supplies did not keep pace with the growth,

and a fall in general prices is observable, only interrupted

here and there by boom years. After the discovery of gold

in California and Australia, though the increase of trade was
certainly not checked in its pace, the fall was interrupted by
a substantial rise, sustained for a score of years, till the

growth in demand for money outran what the increased

supplies could provide for, after which a generally downward
course of prices continued for a quarter of a century. Such

general confirmation of the quantity theory indicates that,

in spite of the great importance of credit fluctuations on
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price movements in modern times, the proposition laid

down in that theory has by no means ceased to have

importance.

In the preceding discussion, no exact definition of money
has been laid down, though, in the drawing of a distinction

between the exchanges effected by credit and those in which

money was used some approach is made to drawing a line

between what is and what is not to be counted as money.

When a proposition is laid down in regard to money and its

relations, it is necessary to apply it only where money is

understood to mean the same thing as it meant when the

validity of the proposition was established. Even if the

proposition be equally valid for broad and narrow significa-

tions of the term " money," the necessity of preserving the

same meaning throughout any one discussion makes the

precise formulation of a definition useful. Current usage

applies the term " money " sometimes in a loose, sometimes

in a strict sense. But for this, the most useful definition

would be one limiting money to full-valued metallic money,

that is to coins the stamp on which merely certifies the

weight and fineness, but which are as valuable as metal,

without the stamp, as they are as coin bearing the stamp.

All use of representative money could be included under

credit, except where the presence of the representative of

the money in circulation implied the holding of the money
for the specific redemption of the representative. In such a

case the money might be held to be effectively in circulation.

The employment of the word " money " to designate bankers'

loanable credit precludes the universal limitation of the word

to the narrower use. There is, in consequence, some con-

venience in employing the term occasionally in the one

sense, occasionally in the other, guarding against confusion

by care in calling attention to the passage from one meaning

to the other. The formal definition of General Walker, as

modified by Sidgwick, includes " that which passes freely

from owner to owner throughout the community, in final

discharge of debts and full payment for commodities." This

definition, in its terms, contains an explanation of why the

line is drawn as there shown. The universality of acceptance,
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and the finality with which obligations are discharged by
them, are important characteristics entitling those things

which satisfy these tests to separate classification, apart from

other media of exchange.

When the law confers legal tender power on a circulating

medium, unless citizens oppose the carrying out of the law

by practically refusing to circulate what the law endows

with the power of discharging debt, the medium thus

legalised satisfies the terms of the definition as a money.

Inconvertible paper-currency may thus be money, as well as

full-valued coin. Cheques and promissory notes and the like

are documents conferring a right, absolute or limited, to

demand money. They are not themselves money. They
only conditionally discharge debt, and have only a limited

currency. If we read "community" in the broad sense in

which national boundaries cease to limit the application of

the term, the definition limits the name " money" to metallic

money, practically to gold. Legal tender currencies have

no international circulating power and debt paying potency,

so that international money is, as is acknowledged freely,

practically gold bullion.

In what precedes, the value of money in exchange for

other commodities has been considered without other

reference to supply than to the fluctuations which occur.

As commodities in general have values corresponding in

some sense with cost of production, it is useful to enquire if

the same holds of money-material. As gold is the general

material of standard money, i.e. of the money in terms of

which values are expressed in all the leading commercial

nations, we will refer to gold only. The relative stability of

its supply has already been discussed. Thus cost of pro-

duction may or may not correspond to the value which

results from the relation of existing supplies to current

requirements. But, if cost of production be below the value

of the gold when produced, increase of supplies will be

stimulated, tending to an ultimate fall in exchange-value,

and, perhaps, to a rise in cost of production by resort to

lower-grade mines. If, on the other hand, the value of the

gold fall below the cost of production of any considerable
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part of the current output, the poorest sources of supply are

likely to be abandoned, so that the cost of the most costly

part of what continues to be produced is less than was the

cost of the abandoned supplies, while the check to new

supplies gradually affects the exchange-value of that in use.

Gold is, thus, not independent in value of its cost of produc-

tion, and money, in this, resembles other goods continuously

produced for regular consumption.

If the output of new gold fall off, two influences tend to

increase the power of gold to purchase other commodities.

One is that the annual consumption of gold for industrial

and artistic purposes is considerable, while the wear and tear

of coined metal in use needs to be made good. Unless the

production be considerable, these purposes will only be served

by drawing on the accumulated supply, thus decreasing the

sum-total of gold in circulation and in reserves of banks, etc.

The other is, that growth of population and exploitation of

new regions, with the increasing use of coin where less or

none was used before, and the growing wealth of modern

peoples, leading to the use of more coin, increases the need

for metallic currency. Thus it is probable that the gold

output of the late seventies and the eighties was not

sufficient to add any substantial amount to the total

monetary supply, while the field for its use in the ex-

panding trade of the world was growing with considerable

rapidity.

If gold be relatively cheap, that is if prices be high, the

use of gold in industry and the arts is stimulated, and if it be

dear, that is if prices be low, the opposite effect is produced.

Since the acceptability of gold as money rests on its value,

that is on the esteem in which it is held for artistic and

industrial uses, the way in which the value as money tends

to be modified in correspondence with the value for other

uses is both interesting and important.

Before passing to the discussion of paper currency, we

must give some brief consideration to a function of money

which is accounted important by Jevons, namely that of

serving as a store of value. For purposes of hoarding,

the material of which money is made, or the money itself,
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presents obvious advantages over other valuables, since its

availability for monetary purposes is more direct when

occasion calls for its use. It has, however, been argued that,

so long as it remains hoarded, it is not more properly to be

regarded as money than gold nuggets lying in the bed of

a stream, though there is an obvious difference in the

availability for monetary uses in the two cases. It is

necessary to distinguish between private hoards, and the

stores of money held by bankers and merchants which

serve as a basis for their operations and a guarantee of their

solvency. These reserves are not idle, for they are effectively

promoting the circulation of goods, the more effectively the

less they are disturbed. Adequate reserves are an essential

to the safe conduct of modern business, and money in a

bank-vault, without which the organisation of credit, which,

in so many ways, enables money to be dispensed with,

could not be maintained, is certainly doing money work,

even when lying undisturbed. It has been well said that

substitutes for money, in its work as a medium of exchange,

can be devised and are used in constantly increasing degree

;

but no substitute can be found to do the work which a

banker's reserve does, so that this is an even more

essential function of money than that of serving as a

convenient intermediary in exchanges in our modern

business life.

The private hoard is more characteristic of primitive

peoples than of modern civilised communities. It has,

certainly, much of the appearance, and some of the reality, of

a simple abstraction of part of the existing money supply,

demonetising it as effectively as if it were made into plate or

ornaments, though the restoration to monetary uses is easier.

In serving to effect a transfer of wealth from one place to

another, or to carry over wealth from one period of time to

another, it does not perform characteristically monetary

work. The addition to the three important functions of

money, namely those of medium of exchange, common
denominator of values, and standard of deferred payments,

of this fourth function of a store of value seems un-

necessary.
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Inasmuch as the actual reserves of some banks exceed at

times, if not habitually, the amounts necessary to guarantee

their operations, they partake in part of the character of

private hoards. Thus the large accumulations of some
European national banks exceed what would amply
guarantee all their business, and may probably be looked on

as in reality, so far as the bulk of such excess is concerned,

simply military hoards, which the banks accumulate for the

convenience of the Governments of the countries concerned.

How much is the one, how much the other, cannot easily be

stated, since no general rule can be laid down as to what is,

and what is not, an adequate business reserve. The amount
required for this purpose must be estimated by those in

contact with the local circumstances, and in accordance with

their changes.

The accumulation of money in banks at dull times

affords another illustration of the keeping of reserves beyond

what would suffice for amply securing solvency. In part

the banks, at such times, take charge of money no longer

needed for circulation, on account of the diminished volume

of transactions. This circumstance does not imply that

increased supplies of money would not be able to be put into

circulation, though it does imply that the means by which

such supplies enter circulation are not such as can be called

into operation promptly, at any moment. The revival

of business which, in due time, succeeds a period of dull

trade, is partly stimulated by the increase of accumulations

of money beyond what can find monetary use in the dull

state of business. In strictness, such accumulations should

be said to be potential money rather than actual money,

though no physical distinction exist between the part

of the reserve which is doing monetary work as a

necessary reserve, and that which is in excess of such

necessary amount and is merely hoarded till it can find

a use.

Perhaps the recognition of the function of a store of value

would enable such cases to be treated without that apparent

artificiality which attaches to the division of a homogeneous
mass into two parts of which the one is, the other is not,
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money. The relation of the latter part to monetary functions

proper is, indeed, mainly a question of time. It will, in due

course, be once more either in circulation or forming a

necessary part of a reserve. The same may be said of

private hoards, or Government military hoards. If we
regard matters over a sufficiently long period, what is

temporarily hoarded is merely circulating slowly. From
the extended standpoint of a generation or a century, it is

needed for monetary work. From the narrow standpoint of

a year or two it plays a part like that of temporarily unused

coin in the purse of a citizen. The latter will be required

within a few days to perform actual exchange work. The
former will not be similarly called on to act as an inter-

mediary in exchanges for years or even decades. In fact,

the amount of money needed in circulation is a question

less directly of the exchanges to be accomplished, than of

the habits of men in regard to the amount of cash they

regard as necessary to provide them conveniently with the

means of payment in those everyday transactions in which

they customarily employ money. But that amount is

directly dependent on the number and price-level of the

transactions which are likely to call for money in the course

of the day, or week, or month, or whatever the interval may
be between the consecutive replenishings of their supply of

loose cash. Thus, though the money needed is needed to

hold ready for use, the amount so held is determined by the

anticipated calls for its use, in accordance with what has

been stated earlier in the chapter. This digression is aimed

at removing a doubt as to the validity of those statements

regarding the connection between the general level of prices,

the volume of exchange transactions in which money
habitually plays a part, and the quantity of money in

circulation. The actual use in exchange of the money takes

place in moments of activity between more or less extended

periods of rest, which periods we may, if we please, call

periods of hoarding, and thus bring out the point that the

formation of hoards to be maintained for years, or even for

centuries, is not a phenomenon differing in more than degree

from the common phenomena of circulation. The non-
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recognition of the separate function of money as a store of

value does not involve the difficulties which seem to attach

to it. The phenomenon, for the explanation of which this

fourth function of money is proposed, is a feature of the

circulation, which becomes slow when hoarding is prolonged,

and rapid when periods of hoarding, between consecutive

uses in exchange, are brief.



CHAPTER XII

PAPER CURRENCY AND MODES OF REGULATING
ITS ISSUES

AS pointed out in the preceding chapter, the work of a

medium of exchange is, in modern communities,

partly performed by representatives of money, partly by
money itself. The representatives of money are of two

classes, bank-notes and Government paper-money forming

one class, bills of exchange, promissory notes and cheques

the other. When we compare the cheque and the bank-note,

we soon realise that both confer on their owner the right of

calling on the banker to pay over an amount of money stated

on their faces. The bank-note is the bank's own promise to

pay on demand, the cheque is an order requiring the banker

to pay. Assuming that the drawer of the cheque has a right

to draw it, the bank has undertaken to make the payment
for which it calls. Thus the bank's obligation to pay to the

owner of the bank-note is matched by the bank's obligation

to pay to the owner of the cheque. If the cheque be payable

to the bearer, as many cheques are, the proof of ownership is

the same in the case of bank-note and cheque, namely

possession. But, from another point of view, the identity of

obligation for notes issued and for deposits payable on

demand, such as balances of current accounts, is perhaps

clearer. If a man hold notes of a certain bank, he holds

that bank's promises to pay certain sums of money. He
will have an equally valid title to claim the money if he

pays in the notes to the credit of an account opened for him

at the bank. So long as the bank is solvent, the two claims

are identical, the bank's need for provision in respect of them
also equally imperative, though, as will be seen, the provision
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need not always be the same in amount in two such cases.

The difference in disposition and habits, which makes some
men keep bank-notes by them while others satisfy themselves

with leaving the amount of the bank's debt to them on

deposit at the bank, results in a difference in the probabilities

that the two forms of debt will lead to a demand for money
within a given time.

The depositors in any bank hold the bank's debt to them
in the form of a deposit as the result of deliberate choice.

The holders of notes issued by the same bank are often in-

voluntary creditors of the bank. They hold the evidence of

the bank's debt because these notes have been circulated in

their neighbourhood, that is, because others have been

content to trust the bank. In general, the holders of the

notes give but little thought to the question of whether they

desire to trust the issuer, thinking only of being able to use

the notes for further payments. They cannot reasonably be

held to have brought loss on themselves, by culpable neglect,

if the bank should become unable to meet its payments

while they happen to hold some of its notes. As a conse-

quence, the laws of most countries impose restrictions on the

issue of bank-notes, or of circulating credit notes payable

on demand, while restrictions of the freedom of creating

liabilities on deposits repayable on demand are far from

general. We proceed to examine the principles on which

such restriction of note-issue rests, and some of the most

important methods adopted for carrying it out.

In view of the influence of the money-supply on the level

of prices prevailing in a country, the unlimited issue of

paper currency presents the danger of arbitrary inflation of

prices. Such a danger is practically obviated if the paper

currency be required to be redeemed in standard coin on

demand, and the question of regulation thus turns on what

steps are requisite to ensure that such redemption shall not

be endangered.

Irredeemable paper currency has been used, at some

time, in almost every one of the leading countries of the

world. Some instances have been referred to in the pre-

ceding chapter, and others could be added were it necessary.
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The fact of non-redeemability in coin does not, of itself,

imply depreciation, but the removal of the check which the

necessity of redemption imposes on excessive issues involves

a danger. In practice, the power of issue has been, sooner

or later, abused .wherever it has not been restrained by the

obligation of current redemption. Prices, as expressed in

the paper currency, have risen. In some cases the rise has

been violent and irregular. The French assignats were

depreciated, before they were withdrawn, to such an extent

that a thousand francs in paper were needed to purchase

what a single franc in coin would have bought. Innocent

holders of such currency suffered loss. The poorest of the

people, because their ignorance deprived them of the

knowledge which might have warded off the worst of the

effects of the depreciation, suffered most. Though less in

degree, the depreciation of irredeemable paper, in other

countries which have tried it, has had similar evil results.

The recognition of the unsoundness of such a currency has

led to its general abandonment, though the re-establishment

of redemption has necessarily involved serious difficulties,

and some inequity. In Spain the convenience of a resort to

issues of this character has been once more recently illus-

trated. In South America the obstacles to resumption of

specie payments are illustrated in the struggles of some of

the nations of that continent to get their currencies back to

a metallic basis.

In regard to redeemable paper currency, the point of

importance is to determine what regulations, if any, shall

be imposed on issuers in order to compel the provision of

ample funds for redemption. Provided that redemption is

maintained, over-issue need not be feared, for all notes not

required for circulation will be returned to the issuers and

retired. Yet a limit of issue may be judged advisable, as a

safeguard against excessive confidence, and a mistaken

judgment on the subject of reserves. If the issues are made
by banks, and several banks are empowered to circulate

notes in the same district, a limitation of the privilege of

each issuer may be necessary, to prevent the adoption of

undesirable means, on the part of some issuers, to secure an
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excessive share in the advantages of borrowing from the

note-users in this way, especially if the credit of the different

issues is bound together, so that indiscretion on the part of

one issuer would cause injury to others.

In some cases, no further restraint is placed on issuers

than to require redeemability. Before 1844 the note-issues

of the United Kingdom followed this plan. The Bank of

France is practically subject to no greater restraint than

this now, for the maximum set for its issues has been raised

whenever it appeared likely to impose restriction on their

amount. The limitation is, therefore, nominal. The present

maximum issue permitted to the Bank is five thousand

millions of francs.

In other cases the issues are not permitted to exceed

certain fixed amounts (the nominal condition for the Bank
of France), but the provision of the funds required to redeem

all notes when presented is left entirely to the discretion of

the issuers. Such is the position of the country banks of

England and Wales since 1844, and such is also the position

of the chartered banks in Canada. The English country

banks had fixed limits set them in 1844. The Canadian

banks are required to keep their issues within the limit set

by the amount of their capital, paid up and unimpaired.

Attention may be given to the provision made in the case

of the Canadian banks that the notes may circulate

throughout the Dominion freely. The issuers are required

to redeem them, not only at the place of issue, but also in

the chief business centre of each of the provinces.

The contingency of the failure of the issuer of notes

must be provided for if the issue is to command complete

confidence. Further legal restrictions, having this end in

view, are imposed in some countries. Thus the English

Joint Stock Banks may not have the privilege of limiting

the individual liability of shareholders in respect of note-

issues, and the notes are a first charge on the assets of a

failed bank. In the case of the issues of the Canadian

chartered banks, also, they are made a first charge on assets

in case of insolvency, while, in that case, there is a further

liability on shareholders to subscribe an amount equal to
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their subscribed capital, besides paying up any amount
remaining unpaid on that capital. A further provision is

that a fund is constituted, in the custody of the Canadian

Government, by the deposit of an amount equal to 5 per

cent, of its average issues by each bank. The whole of this

fund is available for the redemption of the notes of any

failed bank, and the notes are further able to earn 5 per

cent, interest for their holders, from the date of failure to the

date when the liquidator of the insolvent bank announces his

readiness to pay them. Thus even temporary depreciation

of notes, whose issuer becomes insolvent, is guarded against.

The Scotch and Irish Banks, since 1845, have been

restricted in their issues in a curious fashion. For issues not

exceeding a fixed limit for each bank, the position is that

of the English country banks, but for issues beyond these

limits, gold must be held at the head office of the issuing

bank. The Bank of England is limited similarly by the

Act of 1844, which entirely separated the note-issuing

functions of the Bank from its other functions, so that the

Issue Department is, practically, operated by the Bank but

not under its control. For it, as for the Scotch banks, a

limit is set to the amount of notes which may be issued

without an equal holding of gold by the Bank. The Bank
is permitted to hold silver, as metallic reserve against notes,

to the extent of one-fifth the total of metal held, but has

ceased to do so since 1853. The security for the "fiduciary

issue," as the notes not covered by gold are called, is not

left to the discretion of the management, but is required to

take the form of public securities, definitely assigned for

this purpose, and the chief item in these is an old debt,

arising out of loans by the Bank to the Government, of

which £1 1,015,100 remains unpaid. The issues secured by

bonds in this fashion were limited to a total of ;£ 14,000,000

in 1844, but, as country bank issues have decreased, this

item of the issues by the Bank of England increases, and in

August 1902 reached ^"iS.izs.ooo. 1 The increases permitted

are designed to replace the disappearing issues of the

1 Raised to /^i8,450,000 in August 1903, while the above was passing through

the press.
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country banks, and may amount to two-thirds of the issues

the privilege for which has thus lapsed. It will be seen that,

of the total authorised issues of country banks, amounting

in 1844, for 279 issuing banks, to £8,631,647, the increases

of the fiduciary issues of the Bank of England account

for £6,262,500. Only 40 banks continued to exercise the

right of issue at the end of 1902, with an aggregate actual

issue of about £800,000.

The note-issues of the Bank of Germany are limited in

a manner resembling, in its chief points, the provisions of the

English Bank Act. Its fiduciary issue, since 1899, is limited

to 460,000,000 marks, and six other banks, which continue

to issue notes under corresponding restrictions, have,

together, privileges of fiduciary issue amounting to 81,600,000

marks. The securities held against these fiduciary issues

are not stock exchange securities, but bills of exchange,

maturing within 90 days, and bearing three good names,

in general, though two names may suffice. Thus the

ordinary investments of a commercial bank serve as cover

for these note-issues.

Besides the limit of fiduciary issue named above, the

German banks are required to hold cash to the amount of

not less than one-third of the notes in circulation. Thus, for

the full utilisation of the privileges of fiduciary issue of the

Bank of Germany, a holding of 230,000,000 marks in cash

would be necessary, giving a circulation of 690,000,000 marks.

If the circulation exceeds this, the Bank must hold cash to

the amount of one-third of such excess, and, if its cash

holdings fall short of the entire excess, a payment at the rate

of 5 per cent, per annum on the amount not covered by cash

must be made to the Imperial Treasury. This permission, to

increase the fiduciary issue on payment of a fine, enables the

Bank to afford accommodation under conditions which

would involve a breach of the law in England, while the tax

on such issues acts as a stimulus to discontinue them when
they can be dispensed with. This privilege has been used

with considerable frequency. The lack of such an " elastic

limit" in the English system compelled the practical adoption

of an equivalent to it, on three occasions of pressure, by the act
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of the executive Government, namely in 1847, 1857, and 1866.

The permission received by the authorities of the Bank, from

the Government, so to overstep the fiduciary issue allowed by

the law, was only used in 1857, and an act of indemnity

was passed as soon as opportunity offered, relieving the

directors from liability to punishment for breach of the law.

Of other systems of paper currency closely following the

lines of the English Act of 1844, the Dominion note-issues

in Canada are an example of practically identical provisions.

The notes of the Swedish National Bank are also regulated

on similar lines, but the cash in hand may not fall below a

fixed minimum, while the fiduciary issue may exceed an

assigned limit by as much as the cash exceeds the minimum
allowed. The securities held against the fiduciary issues

may be either stock exchange securities of specified classes

or bills of exchange. An interesting and important further

provision permits the issue of notes, beyond the limits

named above, to an amount equal to the funds of the Bank
held, in foreign countries, on current account with banking

and mercantile houses. Such credit balances are, thus,

permitted to rank nearly on a level with cash in hand. The
circumstances of the case do, in practice, make these

balances available for meeting claims of note-holders, since a

foreign credit may be what they need more than coin.

The paper currency issued by the United States Govern-

ment practically follows the lines of the issues of the Bank
of England. The greenbacks, which are legal tender notes

whose issue dates from the Civil War, are secured by a fixed

gold fund of 150,000,000 dollars, which must be promptly

made good if depleted by use in the redemption of the notes.

The amount of the circulation of greenbacks is neither

increased nor decreased, except in so far as a temporary

decrease is implied to the extent to which the treasury holds

such notes at any moment. As the greenbacks amount to a

total estimated at 346,681,016 dollars, there is a fiduciary

issue of about 200 millions of dollars, secured on the credit

of the United States, though the formal deposit of bonds

does not occur in this as it does in the Bank of England

case. Further, the U.S. Treasury issues certificates against
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deposits of gold, which it holds in trust for the redemption

of the certificates. Such paper bears a close resemblance to

the notes which the Bank of England issues against a deposit

of gold. It is true that the fiduciary part of the English

issue is not distinguishable in practice from the rest of the

issue, while the U.S. greenbacks and gold certificates have

different forms. Together, the latter make up a circulation

whose basis resembles that of the issues of the Bank of

England in striking degree. Until the Treasury Notes

issued for the purchase of silver bullion under the Act of

1890 are retired, the gold reserve of 150,000,000 dollars may
be used for their redemption. They are being gradually

withdrawn, and only a small amount remains in circulation,

so that their existence does not practically interfere with the

accuracy of the above statement. There are also certificates

in circulation against silver deposited in the Treasury, and

redeemable in silver. These may be regarded as a more

convenient form of token coin currency, the value of which,

as of all token currencies, is maintained by limitation of

issues to such amounts as involve no inconvenience in being

redeemed in standard coin whenever desired. If they

cannot be classed as token coins, they may be regarded as

an addition to the fiduciary circulation, limited in amount

only by the requirement of the deposit of silver coin against

them.

An interesting variant of the modes of limitation of note-

issues is afforded by the requirements of the law in Holland

and Belgium. A fixed proportion of metallic reserve to

liabilities, on note-issue and demand-deposit jointly, is set as

a minimum. The Bank of the Netherlands maintains a

reserve in excess of the 40 per cent, required of it, counting

gold and silver together, while the National Bank of Belgium

has long failed to maintain the proportion of one-third

nominally demanded. In both cases, practical redemption

has been maintained.

One further illustration of regulated note-issues may be

taken from the National Bank currency of the United States.

The National Banks number between 4000 and 5000, and

each has the right of issue up to the limit of its capital.
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Actually only a fraction of the rights are used, since they

are less remunerative than appears at first sight In order

to obtain notes for issue, the unsigned blanks must be

procured from the Federal Treasury, and an equivalent

nominal value of bonds of the Federal Government must be

deposited, as also a sum in cash equal to 5 per cent, of the

amount to be issued, with which the Treasury may redeem

the notes when presented to it for that purpose by the public.

This currency, being redeemable either by the issuing bank

or the U.S. Treasury, circulates freely throughout the

country. Should the issuing bank become insolvent, the

notes are, as in Canada, a first lien on the assets of the bank,

and these include, as in that case, a double liability of the

shareholders. The bonds, held by the Treasury, may, if

necessary, be sold to provide for the redemption, and thus

note-holders have ample security against ultimate loss.

The consideration of the variety of methods of regulat-

ing note-issues adopted by different countries, of which some
examples have been given, leads to a closer enquiry as to

the purposes aimed at in such regulation. The primary

condition which it is sought to secure is the safety of the

note-holder from loss under all circumstances. But more

than this is involved. As stated at the beginning of the

chapter, the relation of the supply of the circulating medium
to the price-level, in the territory in which it is used, is also

important. This is especially the case when paper currency

is concerned, for its circulation is not international. Thus

its influence on prices, if any, is local. Yet, so long as

convertibility is maintained, it seems that any excess will be

promptly removed from circulation by being presented to

the issuers for redemption. May not, however, prices be

really maintained at a somewhat higher general level, through

the use of notes, than they would have attained on a purely

metallic basis ? The answer is, without much doubt, Yes.

As an example, the crop-moving season of each year may
be taken. To move the crops, much currency is needed. If

the currency is purely metallic, its increase will require

importations from other countries, in all likelihood. These

will be difficult to obtain, and may be inadequate. A drop
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in prices may result, which the freer issue of notes would

have avoided. Thus, a local and temporary maintenance of

prices, above the level which a purely metallic currency

would ensure, is possible as a consequence of the use of notes

with some freedom of issue. It is, further, probable that the

use of uncovered notes, that is, notes not fully represented

by coin held in reserve on their account, does result similarly,

taking the world as a whole, that is, keeps prices at a level

somewhat different from that which a metallic currency would

permit. The question is, Is such a result desirable or

injurious ?

The differences of opinion on this point divide currency

theorists into two schools, advocating what are known as

" the currency principle " and " the banking principle

"

respectively. The former school triumphed in England in

1 844, when Peel's Bank Act practically decreed that, for the

future, all changes of quantity in the circulation of English

bank-notes should be such as would have occurred with a

purely metallic currency. Either gold coin or bank-notes

could he had for circulation, but not both. To secure the

latter, the former must be locked up in the bank vaults. The
currency has become inadequately elastic under these restric-

tions. Thus, in 1845, the note-issue of England and Wales

averaged about 28*4 million pounds. As recently as 1898

the annual average did not reach 29 millions, having, in fact,

increased only some ^"400,000 in over half a century. In

the seventies it stood at higher figures, and has recently risen

to over 30 millions. Still, it shows little elasticity, which

is the cause of criticism by the adherents of " the banking

principle," who hold that a paper currency may properly,

indeed it ought to, increase with the need of a country for

an exchange medium. In England, the limitation of the

expansibility of the note-issue has not caused great incon-

venience, because of the development of the cheque system,

which provides a medium of exchange for many of the

purposes for which bank-notes might otherwise be convenient.

The " currency principle " has, in fact, not been exemplified in

the actual exchange - medium of the country, though it

dominates the Bank Act. In Germany, the inconveniences,
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due to the restriction of issues, were so great, that the renewal

of the charter of the Imperial Bank, in 1899, was made the

occasion for a substantial increase of the fiduciary issue. In

the United States, the resort to notes issued on a deposit of

silver may be traced in part to the inconvenience of a too

inelastic system of issues on other bases. In England itself,

at times of severe financial strain, when the collapse of the

usual credit machinery threw upon the notes of the Bank of

England much of the exchange work ordinarily performed

by other means, the limitation of fiduciary issue, as prescribed

in the Bank Act, has been abandoned, this being the only

available means for promptly remedying the difficulties of

the situation.

It can, indeed, hardly be claimed that the yield of pre-

cious metal from the mines is an ideal measure of what can

safely be added to the currencies of the world, or of what is

required to be added to them. It is claimed, however, and

with a good deal of justice, that the judgments of men on the

subject of what addition is proper, are likely to be prejudiced

by the advantages which may accrue to special interests

from increase of issues, and that it is safer to restrict issues

by an illogical limitation than to leave them unrestricted

except by the fallible judgment of issuers. Repeated

experience of depreciation through over-issue justifies such a

view, and hence all are agreed that the apparent advantages

offered by a purely paper currency must be sacrificed to the

extent that insistence on adequate provision for redemption,

and a regular practice of redemption, require. If this be

thoroughly secured, the temptation to issue freely in times of

expanding credit will be guarded against, by the need for

making provision to redeem the notes, in such bulk, and
with such promptitude, as may be necessary, when the time

of expanding credit gives place to one of contracting credit.

Thus the stimulation of an inflation of prices by free expan-

sion of note-issues will be checked or avoided. In countries

most liable to violent fluctuations of credit, the use of notes,

as a means of supporting the expansion of such credit, is

becoming of subordinate importance, as modern methods of

employing bank deposits to afford a means of payment
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become general. Thus the question becomes less one of

danger from a possible stimulation of price-inflation, than

one of convenience, especially in dealing with seasonal

fluctuations in the need for exchange media. The prolonged

circulation of paper currency, issued to meet a seasonal need,

must be guarded against ; and a requirement for constant

redemption, and redemption at places not remote from the

localities in which the notes circulate, is the means employed

to ensure the retirement of notes issued at the discretion of

a banker.

A question arises as to the relative advantages of issue by
bankers and by Government, and, if by bankers, whether by
one or by many. The consideration, that the close contact

with the business for which the notes are needed, which

comes about in the ordinary course of business of a bank of

commerce, affords the surest available guidance as to the

quantity of notes needed, and the surest guarantee that the

notes, when no longer needed, will return to the issuer, is

decisive. As a lender of credit, the banker can judge of

the purposes to which the credit he supplies in the form

of notes is likely to be applied, and whether it is sound

business to grant it. As a receiver of deposits, the banker

finds the notes, issued by himself or others, returning to his

hands when they are no longer needed in circulation. If the

notes be issued by Government, bankers may hold them,

when thus returned, as reserve, and the Government author-

ities will be less able than bankers to gauge the amount of

reserve needed to meet demands for redemption, when
bankers or others find that their purposes are no longer as

well served by the holding of the Government notes as

by their equivalent in coin. In the issue, too, the lack of

intimate contact between Government offices and business

interests and conditions almost compels the adoption of

mechanical rules, to govern the amount of issues, and thus

prevents the requisite close adaptation to the needs of trade.

When the issue is entrusted to a single bank, there is a

considerable risk that the policy of the bank may be influ-

enced rather by political exigencies than by commerical

requirements. In some cases, the bank which is accorded
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the rights of circulation is either the property of the state

or has some or all of its most responsible officials appointed

by the government. Such is the case in France and in

Germany, as also in Sweden, to refer to illustrations already

employed. In England, the bank which is entrusted with

the care of the circulation is the government's banker,

but it is owned and managed in independence of the

government.

Even where a single bank of issue is not under political

domination in its policy, its contact with the trade for which

it supplies the exchange-medium is less intimate, almost of

necessity, than is desirable for the adaptation of its action

to the wants of remote localities. Its offices are likely

to be, mainly or entirely, in the larger trade centres, and,

however numerous they may be, they cannot procure such

widespread contact with all branches of trade, and all

districts, as the network of banks of deposit and discount

which is tolerably certain to exist, in spite of the lack

of the privilege of issuing circulating notes, and the

growth of which would be encouraged by the grant of that

privilege.

Thus bank issues present a balance of advantage over

state issues ; and issues by numerous authorities, if duly safe-

guarded, present important advantages over a centralised

issue. For multiple issues, however, ample safeguards are

required, in order that all notes alike may circulate freely,

and the labour of discriminating between trustworthy and

untrustworthy notes may not be incumbent on recipients of

the notes. Such safeguards can be, and are, simply and

effectually provided.

Where the safeguards are so rigid as in the case of the

National Bank currency of the United States, we have, in

practice, an example of an issue guaranteed by the national

government, but emitted by numerous banks, scattered over

the country, acting as agents of the government for this

purpose, and permitted to retain enough of the profits of

issue to make it worth while to act as issuing and redeeming

agents. The lack of elasticity is characteristic of state issues

rather than of bank issues.

'3
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Before passing from the subject of paper currency, the

question of how such currency may secure a circulating

power requires consideration. It is almost ^sufficient to say

that mere convenience secures the use of a medium of

exchange, and that this applies with full force to a medium
less cumbrous than metal would be. If the notes can

command the confidence of the people, or, in any other way,

can offer a sufficient assurance that the holder will have no

difficulty in getting them accepted as good payment, circula-

tion is ensured. The confidence may be based on the

assurance that, whenever required, redemption in full-valued

money will be certain. Thus a redeemable currency, known
to be such, hardly needs any assistance from the govern-

ment to commend it to the people. In many cases,

as, for example, in Scotland and in Canada, bank-notes

are not a legal tender, but that does not hamper their

circulation.

A government paper currency, as to which there is a

probability or a certainty that redemption in coin will not be

made when required, or a bank currency issued under govern-

ment patronage, or for the convenience of the government,

in regard to which a like doubt of prompt redemption is

entertained, needs some aid to establish it in circulation.

The declaration that it is a legal tender for debt may be

made, or the government may, while not making it a uni-

versal legal tender, agree to accept it in payment of dues,

either or both of which methods may generally be relied on

to familiarise the public with the handling of a paper

currency and thus secure it a circulating power. Its use in

making payments by the government may introduce it into

the circulation.

As to metallic money, the right of issuing coin is, in

modern times, regarded as a prerogative of the sovereign

power in any country, though it may not be exercised, or not

to the exclusion of coins made by others. Thus, in many parts

of the Far East, the circulation consists largely or wholly of

dollars coined by the Mexican government, while the Austrian

government regularly strikes Maria Theresa thalers, used

mainly in Africa and Arabia. As a rule, however, a govern-
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ment strikes the coins which its subjects need for business

uses. As already remarked incidentally, some of these are

full-valued coins, that is, coins whose value as metal is the

same as their value as coin. Such coins, forming the basis

of the valuations in the country where they are circulated

freely, are called standard coin. For the purpose of serving

as small change, or even as a medium of exchange for values

larger than are conveniently represented in standard coin,

coins of other metals may be struck and given currency as

the equivalent of definite amounts of the standard coin.

Thus, where gold is the standard, silver, copper, bronze, and

nickel coins are used to represent values not conveniently

handled in the shape of gold. When silver was the standard

in England, gold coins were similarly used for values too

large for convenient representation by silver coins, just as we
now use notes to represent multiples of the common gold

coins. These representative, or token, coins are, in modern
practice, often worth a good deal less as metal than as coin,

and the right of issue needs to be restricted as with notes.

The control of the issue by the government is the most
effective and usual way of doing this.

The coinage is generally carried out by a government

establishment, thus affording as good a guarantee as a

people can have of the honesty of the work done, and its

reliability, though history records cases where the trust was
abused. The token coins are conveniently made of base

metal, or so as to be of less value as metal than as coin, for

any inducement to melt or export them is thus reduced or

avoided, and the country's supply of small change not made
subject to the exigencies of wholesale trade or financial

operations. Thus, silver was formerly coined in England at

62 pence per ounce standard, but since 18 16 has been coined

at 66 pence per ounce. For the last six years, at least, its

price has not been equal to even the half of 62 pence per

ounce, which was about its market price when coins were

struck at that rate. It is clearly desirable that no private

person should be able to require silver to be manufactured

into coin at his desire and for his profit. Only by limiting

the issues to the amounts needed, for the purpose of small
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change, by the people, can these token coins be made to

exchange constantly for their face-value. In the case of

bronze coin the discrepancy between the value of the

material and that of the coin is yet greater. Token coins

are generally not meant to be used for making large pay-

ments, and their acceptance cannot be required in amounts
exceeding a fixed limit. Thus, English silver is only legal

tender to the extent of forty shillings in one payment,

bronze to one shilling.

For reasons which will be best appreciated in relation to

the theory of the foreign exchanges, gold coins are manu-
factured by the British and some other governments without

charge. In France a small charge is made, but it is so small

as not to differ greatly from the charge allowed to be made
by the Bank of England for its agency in the matter. The
Bank is required to purchase all standard gold offered it at

the rate of £"$, 17s. gd. per ounce. When coined, the ounce
represents £3, 17s. io^d. The difference is a small price to

pay for the convenience of having the value at once,

instead of waiting while the work is done, and awaiting

one's turn as well, which would be required if private

persons went direct to the mint with consignments of gold

for coinage.

Though the above figures are quoted as the " Bank price
"

and the " Mint price " of gold respectively, the Mint price is

not quite what the word " price " seems to imply. It means
simply that the mint is required to make, of 40 pounds,

Troy weight, of standard gold, 1869 coins of equal weight,

which coins are called sovereigns and are legal tender for

one pound sterling. The mint price of gold is the price of

gold in terms of itself, or rather a definition of how much
gold shall be the concrete representative of a pound. The
unit in terms of which values are stated is defined as

represented by so much gold, and no analogy exists between

fixing this price by law and fixing the price of bread, or of

coal, or of other like goods by law. To do the latter would
be practically to decree how much gold should exchange for

a hundred pounds of bread, a ton of coal, or the like, and
the law which defines the mint price of gold does nothing of
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this kind. It is to be noted that the right of all to have gold

made into coin prevents the manipulation of the supply of

coin by the government of the day. The existence of this

right does not imply that the work of coinage is performed

gratuitously. That is sometimes done, as noted above, but a

charge for coining known as a seigniorage is quite generally

made. The exaction of the cost of striking coin from those

who desire to have their gold made into coin seems a most

reasonable arrangement. It is important, however, to

observe that the price-level does not remain unaffected, and,

though little effect is produced by seigniorage charges which

merely cover cost of mintage, the practice of levying a

seigniorage has not always been associated with charges so

limited, and the effects on prices have been important.

Bank-notes and other circulating paper are, indeed, repre-

sentative money on which the seigniorage has approximated

to one hundred per cent., and the same considerations which

apply to the case of bank-notes apply also to the issue of

any other currency on which a high seigniorage has been

levied. The value can only be maintained by limitation of

issue. If the number of coins of each denomination re-

mained the same whether a seigniorage charge was levied or

not, the exaction of this charge would not influence the

value of money relative to commodities, that is to say, the

general level of prices. But the retention of metal, thus

held back from the coins, in the mint or treasury would

avail little to provide funds for the government. Practically

the seigniorage is coined, and the supply of coin is thus

increased. The value of the coin will thus be depreciated,

and the depreciation may reach to the point where the rate

of exchange of money-metal and other commodities is re-

stored to what it would be if no seigniorage were charged.

At this point, coined and uncoined metal would exchange

on a parity, more coins being needed to purchase a given

amount of metal in the proportion of the seigniorage

deduction. The metallic equivalent of the unit of account

would have been altered in reality if not nominally. As will

appear when the foreign exchanges are considered, the coins

will then stand at their international equivalence of value.
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Coinage laws cannot confer on coins an international value

differing from their bullion value. For purposes of domestic

circulation, the coins may, through scarcity, acquire any

value lying between their bullion value and that value plus

the seigniorage.



CHAPTER XIII

VALUES IN INTERNATIONAL TRADE

IN a preceding chapter (see Chapter III.), the leading

principles of the valuation of goods exchanged directly

for one another were examined. We have now to apply

them to the problems of international exchange. In the

problems considered previously, two features were recognised

as dominating the terms of exchange, and limiting their

variability. The one was the comparative utility, of the

goods exchanged, to each of the parties to the exchange ; the

comparative marginal utility, not the total utilities. The
other was the relative ability, in production of the two

commodities, of each of the two. These features, as before

stated, are operative in determining values in domestic trade.

But the presence, in the case of domestic trade, of a consider-

able degree of competition, for the services of the various

factors of production, between different industries, makes a

mode of treatment of the problem of value, in that case,

available which cannot be extended to the problem of value

in international trade. Where the division between two

industries is such that, in spite of a marked difference in the

power of labour, and other productive agents, to produce

value through their exercise in the two industries, there is no

considerable effective transfer of productive effort from the

one to the other, to take advantage of the superior oppor-

tunity for the production of value, the mode of treatment

cannot follow the lines laid down in Chapter V. The results

of that chapter are most useful in this case, but they do not

suffice for the solution of this problem.

In international trade, we find that goods are purchased,

by some countries, of kinds different from any produced
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within the country itself. A great part of international

trade consists of this class of exchange. Thus, in the trade

between Brazil and the United States, we find such articles

as coffee on the one side and mineral oil on the other.

Practically, the United States purchases a certain quantity

of coffee by selling a corresponding quantity of mineral oil.

In seeking to determine the rate of exchange of coffee for

oil, we need not consider the cost of production of coffee in the

United States or of oil in Brazil. Such production may or

may not be possible, but any features, affecting the problem,

which depend on the capacity of each country to obtain

from domestic sources what is procured by importation will

receive due consideration in connection with the cases which

follow. For present purposes, we may be satisfied to treat

such domestic production as out of the question.

If we, for the moment, ignore the cost of transportation,

and consider that each commodity is purchased delivered in

the country in which it is to be used, we have a problem

resembling, in its most important characteristics, that of the

exchange of apples for plums treated in Chapter III. The
trade will be in equilibrium when the rate of exchange of oil

for coffee is fixed at the figure, which gives Brazil as much
oil as she is willing to pay for at that rate, and gives the

United States as much coffee as she is willing to purchase

at that same rate. A higher price of oil reckoned in coffee

would make Brazil's demand for oil smaller, while it would
make the offer of oil by the United States larger than this

rate secures. Thus a higher rate would make the demand
less than the supply in the case of oil from the Brazilian's

point of view, and, which is the same fact, otherwise stated,

the supply of coffee less than the demand. A lower rate

would lead to a corresponding inequality of supply and

demand. Each of the commodities is, here, at once supply

and demand. A supply of coffee is offered as the equivalent

of a quantity of oil, which is demanded in return ; while the

coffee is demanded in exchange for a supply of oil. In

practice, many commodities enter into the exchange, and
they are dealt in, not on terms of barter of goods for goods,

but on terms of purchase and sale for the money of the two
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countries. Brazil offers a price in her money for oil, America

offers a price in her money for coffee. Each of the com-

modities exchanged is similarly offered, and the extent of

the demand and supply is dependent on the relations of the

two moneys. Thus Brazil's supply of coffee is a supply of

certain quantities of coffee at certain prices in Brazilian

money. The United States demand is for coffee in certain

quantities at corresponding prices in United States money.

The rate of exchange of the one money for the other depends

on the general balance of transactions between the two

countries.

While the relative valuation of imported and exported

commodities depends on the variation of the intensity of

demand with changes in the amount of the supply of each of

the two exchanged commodities, we need to look further in

many cases, since the supply is partly made up of home
products, partly of imported products. In the above case, if

the valuation of coffee in terms of oil be determined, inas-

much as the value of oil relatively to other home-produced

goods in the United States is determined according to the

principles applying to domestic-trade values, the value of

coffee relative to all these home-produced goods is deter-

mined, and in a similar way the value of all other imported

commodities will also be determined, both relatively to home-

produced goods, and hence, derivatively, relative to each other.

These valuations are expressed, in the usual way, in terms of

prices. When foreign goods are able to be imported so as

to sell at prices which express a marginal utility less than

that of the actual supply, the demand for the goods expands,

and a larger supply is sought. The supply may be able to

be enlarged without leading to any change in the price at

which the goods can be offered, and the demand may thus

be satisfied by mere enlargement of supply till the marginal

utility falls to the level expressed by the price. The changes

which correspond to a price increasing as the supply is

increased, and to a supply which can be increased under

conditions which enable it to be offered at a reduced price,

follow so much the lines of preceding discussions in regard

to values, that they need not be worked out in detail here.
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The mode of payment for such enlarged supplies needs to be

considered, and we are brought back to a consideration of

what changes, in the prices of home-produced goods, may
result from the growth of demand for foreign goods, and
from the need to provide enlarged exports of some kind to

exchange for the increased supply of imports. The cost of

procuring the imported coffee is the cost of producing the

oil or other goods whose export pays for it, and its value will

correspond to cost of acquisition in the same way as that of

home-produced goods does, for in this latter case the cost of

acquisition is the cost of production, for acquisition is effected

through the operations of production. The process of pro-

duction is the process of acquisition in the one case ; in the

other the process of acquisition is the process of producing

something else and of securing an exchange of this some-

thing else for the desired goods. It is, in fact, the process

by which the individual gets most of his goods, whether they

be of foreign or of domestic origin.

Turning to another case, let us vary the illustration by
considering the trade between England and the United

States in cotton wool and cotton goods. England buys a

great quantity of cotton wool, a product which is not raised

at home. As to its value in England, therefore, the pre-

ceding considerations apply, and we need only give special

attention to the question of the value of the cotton goods

in America. The new feature in the problem is that cotton

fabrics are manufactured in the United States. So far as

they are of different kind to the imported fabrics, again no

new point arises, except that there is possible a substitution

of domestic for foreign fabrics, and thus we have not to

deal in this case with a domestic demand arising from a

desire which cannot be directly satisfied by domestic

products. The substitution of a domestic beverage for tea

is another order of substitution to that of a foreign cotton

fabric for a domestic article.

Let us give our attention to the direct competition of

foreign goods with home manufactures. Being of the same
kind, they must be able to be offered at the same price

if both are offered in the market at once. Why is the
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domestic supply at this price not fully adequate to market

requirements at the price? Treating the general case,

rather than expressing an opinion on the question of cotton

fabrics, it would seem as if the domestic supply could not

be enlarged without sacrifice of profit. We ignore the

influence of habit affecting the use of one country's product

rather than another. If the fabrics are identical in physical

characteristics it will not be of importance, and if not, this

difference throws us back on another question, for we should

be dealing with different commodities in the imported and

home-produced. If we rightly suppose the condition

described to imply that the domestic supply could not be

enlarged without sacrifice of profit, it would seem that the

conditions are those of diminishing returns. In that case,

the absence of the imported product would leave an

unsupplied demand. To adjust supply to demand requires

an enlargement of supply or a restriction of demand or

both. The demand can be restricted by raising the price,

and if the supply be enlarged without diminishing the

profits, the addition to the supply will cost more per unit

than the preceding supply. The inducement to its pro-

duction must be a price capable of covering this addition to

cost of production. In either, or in both, of the cases, the

withdrawal of the imported supply implies a rise in price,

that is, the cost of producing more of the product at home
would bear a higher proportion to the value of other

domestic commodities, including the export with which the

foreign goods are purchased, than does the cost of procuring

the imported goods. This last cost is, as before seen, the

cost of producing those exports with which the imports are

purchased.

If the cost of increasing the domestic supply would be

greater than the cost of producing the exported goods with

which the foreign supplies are paid for, the substitution of

domestic for foreign goods would mean a transference of

productive power to a point where it is less efficient than

elsewhere. It must be pointed out that we here make an

assumption which may be stated as follows :—The struggle

to secure private gain leads to the adoption of that arrange-
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ment of the productive energies of the country which

procures the greatest possible return. Wherever a greater

return in value can be secured by a transfer of energy to

some point other than that where it is applied, the transfer

is effected under the stimulus of the competitive struggle.

Though we have already given reasons for the lack of

coincidence of actual fact with this description, it is not too

much to say that the adjustment is proceeding which shall

lead to the application of productive forces where they give

the greatest return of value. It is, therefore, permissible to

frame the argument in which we are engaged as if the

adjustment were complete, especially as any other course

would involve us in the making of estimates of the degree

of its incompleteness, and we cannot encumber the general

outline of the theory we are developing with such estimates.

Assuming, then, that the productive energies of the

community are applied where they yield most value, the

replacement of the foreign part of the supply of goods, by
the enlargement of the domestic supply of the same goods,

would involve a reduction in the marginal productivity of

the productive machinery of the community making such

a readjustment. We may extend our statement to embrace

some facts of the situation hitherto ignored. Many of the

imported goods are able to be supplied, at prices at which

they compete with domestic supplies, in spite of heavy

expenses of transportation and the payment of import dues.

If the cost of transport could be reduced and the tax

on import removed, how would the matter stand? The
reduced expenses of importation would enable the goods to

be offered more cheaply, thus partly replacing some of the

domestic product, partly leading to an increased demand for

this line of goods. The domestic product would remain in

the market, ultimately, to the extent to which the facilities

for its production enabled an output at the lowered price,

resulting from the reduction of the burdens on the imported

goods. Part of the productive energy of the community
would thus be released from this industry, and that part

would be the part which is the least productive in that

industry, since only the more productive part could hold its
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own under the new conditions. The application of this

energy in other industries might press the margin of pro-

ductivity in them somewhat lower than before, but, by being

distributed over numerous industries, the extent of reduction

of productivity in any one would be likely to be less than

when the whole was engaged in the one employment. Some
part of the absorption of the displaced productive power
might well be either in industries of increasing return or

those of constant return, or, if in those of decreasing return,

then in such as show a less rate of decrease than the industry

from which the productive power is released. Since the

increase of supply of the imported product needs to be paid

for, there must be a demand for a part, if not for the whole,

of the released power of production, in enlarging the supply

of the commodity or commodities the export of which is

needed to purchase the enlarged supply of imports. In so

far as the cheapening of imports arises from a cessation or

reduction of a tax on importation, the enlarged supply of

imported goods will mean an enlargement of the compensation

to their foreign producers. Only if the enlarged demand
enables the producer to sell at a lower price will the

compensation to producers increase in less proportion

than the amount imported. Thus the amount of exports

needed to pay for the enlarged imports will be extremely

likely to increase. The cost to the buyers of the goods may
not increase much, for the fall of price may not be much
more than compensated for by the increase of quantity

bought. Yet even here there is likely to be an increase of

the cost to buyers, because the increase of purchasers is

very likely to be in considerably greater proportion than the

decrease of price offsets. The product of the quantity of

imports and the price per unit at which they are sold is,

then, likely to be greater, the product of the quantity and

the price per unit paid to the foreign producer is practically

certain to be greater, and may be a good deal greater, after

than before the removal of the tax. Thus, as stated, the

production of exportable goods will need to be increased,

and an outlet for the productive power set free is thus

provided, though there is no assurance that it will be an
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outlet of a magnitude corresponding in extent to the freed

producing powers.

The existence of import duties is thus seen to be a cause

of the application of the producing energies of the community
at points to which they would not have been directed in the

absence of the duties. It is, generally speaking, the purpose

of the duties to lead to such a diversion. We shall return

later to the question of how far such a course is conducive

to the economic development and advantage of a com-
munity.

We have considered the case of import of goods which

are not produced in the importing country, in exchange for

an export of goods not produced in the country to which
they are sent. We have also considered the case where one
importing country gets goods such as it does not produce
itself, in exchange for goods which are similar to some of the

products of the country to which they are sent. We pro-

ceed to the third case, that, namely, in which both countries

produce goods similar to those which they import, as

illustrated by the exchange of English woollen goods for

Canadian wheat or dairy products. This case has, in fact,

practically been dealt with in the preceding. The valuation

of the woollens imported into Canada, and the effects of the

importation on the domestic manufacture, are parallel with

what has been already stated of the cotton goods imported

into the United States. The same holds of the wheat
imported into England. In this case it is more obvious,

than in the case of manufactured goods, that the importation

of the foreign product results in the abandonment of the less

remunerative part of the home industry engaged in raising

the same product. The experience of half a century,

especially of the latter half of that time, has shown that

land, formerly used for growing wheat in England, has

ceased to be used for that purpose. The redistribution of

the productive agents, thus rendered necessary, presents

features of peculiar difficulty in this case. The labour and
capital can be transferred to other lines of production with

more or less of difficulty, but the transfer of the land to other

uses is not so simple. The other uses to which transfer was
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possible were uses less remunerative to the owners of land

than the former employment in wheat-growing, in the main,

though not less remunerative than continued employment in

wheat-growing under the new conditions. If the total value

of the products of the country's industry was increased by

the redistribution among employments, resulting in the

transfer to manufacture of a proportion of the powers of

production formerly employed in agriculture, the rural

landowner's share in the product of industry was decreased.

The effect of such a change, in the distribution of

productive energy among different employments, is not

merely a change in the marginal utilities of the goods

imported and exported, but also a change in their relative

costs of production corresponding to this change in relative

marginal utility. The value of woollen goods, estimated in

wheat, is reduced in Canada, and raised in England, as the

result of the exchange. The measure of the change in

relative values is dependent on the kind and degree of the

change in cost of production which results from the limita-

tion of the one industry within narrower bounds, and the

extension of the other. If the industry which expands is

affected but little by a tendency to decreasing returns, or is

even subject to conditions of increasing return, the enlarge-

ment of its output, to provide an exportable surplus, will be

accompanied by but little increase in cost, or even by a

decrease. In the illustration selected, these conditions are

characteristic of the exports on either side. The extension

of wheat production in Canada or of the woollen manufacture

of England will be likely to reduce rather than increase the

cost of production of the commodities produced. On the

other hand, the restriction of wheat-growing in England has

considerably reduced the marginal expenses of growing

wheat, so that the new cost of production of wheat, relative

to the cost of production of woollens, has probably fallen.

The operation of decreasing returns in the industry restricted,

and of increasing (or constant) returns in the industry ex-

panded, results in this change in relative cost of production,

a change parallel to the change in marginal utilities of the

goods concerned. It need not have been shown that this is
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the case, for, as in domestic exchange the relative marginal

utilities and the relative costs of production of the goods are

harmonised, the adjustment of costs necessarily follows from

the adjustment of utilities in international exchange, when

the goods exchanged are produced at home as well as

imported from abroad. The various possible combinations,

of conditions of decreasing, constant or increasing returns,

in the industries concerned with the goods entering into

international trade, afford some variations of the course of

change, and in the degree in which relative values are

affected. Into all of these it is not necessary to enter in detail

here. One case presents a feature of special interest, namely,

where the industry, with whose product the imported goods

compete, is one which manifests increasing returns. The

limitation of its market, by the competition of the imported

goods, will diminish the economies of production, or hinder

the extension of such economies. In strictness, it would

appear that such an industry must either be unable to meet

the competition of the imported goods, or must, through the

economy of production on a large scale, be able to underbid

the imports. If an equilibrium is established, it possesses

the characteristic of instability. Suppose, for example, that

a division of the market between domestic and imported

products is established, the price secured covering domestic

expenses of production and the expenses of importation of

the foreign product. A diminution of the domestic scale of

production would, in the case supposed, mean an increased

cost of production, and thus a diminished capacity for hold-

ing the market in competition with the imported goods.

The logical result would be the gradual extinction of the

domestic manufacture, unless the supply of the foreign

product could be increased only at an increase of cost in

as great or greater proportion than the increase in the

domestic cost. In this latter case, a new equilibrium would

result at some scale of supply less than the former. The

condition for this is seen to be that the domestic industry is

affected by increasing returns, while the same industry, in

the countries supplying the imports, is affected by decreasing

returns.
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If, instead of a diminution of the domestic scale of

production, we suppose an enlargement to take place, the

assumed conditions mean that the cost of production, per

unit of product, would be reduced as a consequence. Thus,

the capacity for competing with the imported product is

increased, and, unless a corresponding reduction can be

effected in the price at which it can be procured, the product

of the domestic industry must progressively replace the

imported product.

Putting together the above results, they support the

conclusion that, with increasing returns dominating the

domestic industry, the competition of a foreign product must

either lead to the extinction of the domestic industry, or the

importation must be extinguished. This certainly holds if

returns increase regularly and continuously in the domestic

industry, that is, if every increase in scale of output means

greater economy of production and the converse. But the

practical conditions may present a somewhat different

appearance. There may be a prospect of economy by

enlarged production in the industry, when the enlargement

has been effected. But to effect it implies capturing the

market to that extent. The difficulties of this capturing of

the market may impose a sufficient obstacle to the enlarge-

ment to prevent its realisation, though the prospect of

economy, were the enlargement effected and the greater

production proceeding regularly, be undoubted. The conflict,

between experience and the logical result of the assumption

of increasing returns when applied relentlessly, resembles

somewhat the question of the persistence of competition in

domestic industries under conditions of increasing returns to

enlarged scales of production. The practical conditions may
correspond generally to those assumed, increased economy
with increased scale of operations, but the deductions need

to be made with care, and in view of the practical limitations

to the precise applicability of the assumption at every moment.
In practice, too, a large proportion of the goods imported

from abroad are not precise duplicates of the products of

domestic industry. In the relative valuation of the foreign

and domestic products, the influence of habit and pre-

14
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judice, as well as of the adaptability of goods to serve

definite purposes, is felt. Thus the imported commodity-

may find a sale at a higher price than the domestic product

closely similar to it, and the market for the latter be narrowed

in consequence. The conditions of domestic production may
not permit of the precise imitation of the imported goods, so

as to compete with them, or may permit of it only at a cost

which would exclude competition. The converse may also

be true, and the domestic product hold the field against a

cheaper foreign commodity fully able to serve the same
purpose.

One part of the gain from foreign trade, then, consists in

procuring goods not produced by any domestic industry, or

in procuring goods which, though of the same general

character as those which some domestic industry produces,

differ from these in some features which are of importance

in the estimation of the consumer.

Another part of the gain from foreign trade is derived

from the opportunities it affords for procuring commodities

by exchange, and thus permitting the application of a

country's productive equipment to its most fruitful resources,

without sacrificing the satisfactions which the consumption

of the imported products can afford. These satisfactions are,

many of them, procurable through the direct application of

domestic industry to domestic resources. If they are not so

procured, it must be because there seems to be no sufficient

likelihood of securing them by that means at a cost which

would be repaid by the price procurable for them. The
selection of other industries, to which to apply available

producing powers, may be taken to indicate that the value,

created in that way, gives (or was anticipated to give) a

greater surplus over the values of materials, labour, etc.,

sacrificed in its creation, than might be looked for in

applying the whole or a part of that labour in producing

goods to take the place of those imported. If the judgment

of those responsible has not been greatly in error, therefore,

the productive resources of the country yield a greater

return as a result of being able to import some goods instead

of producing them at home.
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This result is realised in two ways. In part some

possibilities of production are not developed at all, which

might need to be utilised if the supply of imported goods

ceased. They are not developed, as just stated, because

they offer less chance of profit than, under the prevailing

conditions, is regarded as satisfactory, which generally means

that a better return is looked for by some different use of

available labour, capital, etc. In part the same result is

attained, not by entirely neglecting some of the country's

possibilities, but by only making such use of them as is

possible without incurring a reduction of net return below

that obtainable in other lines of production. Where dimin-

ishing returns are found, the margin of cultivation need not

be pushed low down if the supply of the commodity can be

obtained on sufficiently favourable terms by importation.

Since the exporting industries are, in the degree in which

they are producing for export, absorbing more of the

productive resources of the community than if they supplied

the home market alone, and the imported goods render

unnecessary the use of such of the community's powers of

production as might have been devoted to securing these

goods, or some of them, had they not been procured by

importation, we can see how the existence of foreign trade

gives employment to one part of the national resources at

the same time as it renders the employment of another part

of the nation's resources unnecessary or unprofitable. It is

only reasonable to suppose that those who have had the

determination of the lines of development of industry have

selected those which seemed likely to offer them the greatest

advantage. The advantage could only accrue to them

through the satisfaction of relatively important needs at

relatively small expense. Thus the general tendency, to

employ the resources of the community to the greatest

advantage to the community which the existing circumstances

permit, is established. We shall have occasion later to

consider some of the important questions relating to this

matter, and it will be sufficient to note here that the distri-

bution of the productive energies of the community which is

once established alters comparatively slowly, even in the face
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of considerable changes in the circumstances, changes which

make a different distribution of the productive powers

desirable in the interests of efficiency.

It may be noted, as a possible source of gain from

international trade, in addition to the above - mentioned

two, that differences in the requirements of different peoples

may enable a nation to secure a profit for itself, by the

production of goods which are little valued by its own
members but are of considerable value in the estimation of

some other nation. Thus the extent to which the asphalt of

Trinidad, the nitre of Chili, or the rubber of Brazil could find

profitable application in the industries of the producing

peoples, is slight, but the high value which these products

have in Europe makes them a source of considerable wealth

to the countries in question.

It has been very properly said that in foreign trade a

means is found to realise the advantages of the division of

labour, that is the specialisation of labour and the division

of tasks, in a fuller way than can be realised within the range

of a single nation's industry. The countries whose natural

resources, or whose people's characteristics, render them most

effective as producers of particular kinds of goods, can make
a living by selling them. The advantages which skilled

artisans realise in being able to employ themselves at tasks

where their skill tells greatly, in enabling them to achieve

greater results than they could reach in other trades, are

worked out on an international scale. It is, on the whole, an

advantage to a carpenter that he can procure, by exchange of

his products for those of others, the food and clothing needed

for himself and his family. He procures them in greater

abundance and of superior quality to those he could have pro-

duced by devoting his energies to agriculture in part, and to

cloth-making in part, and so on. The restricting his efforts to

a comparatively narrow field of action has serious disadvant-

ages to the artisan, but they are abundantly outweighed

by the correlative gains secured. Something of the same
kind holds of nations. They gain by procuring some of the

commodities they require from other nations, giving in

exchange their own products. The gain is not unattended
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with risk and loss, but the latter are, on the whole, more

than outweighed by the former.

A problem of no little interest in this connection is

presented by the case of a change in the facilities for

production of important commodities which are exported

from a country. For simplicity of statement, the exports

may be represented by a single commodity, and the imports

similarly represented by a single commodity, and all the

countries supplying these imports and taking the exports,

that is all external countries, may be referred to as if they

were but one. The export is, then, cheapened by improve-

ments in the methods of its production. Its value falling,

the home and foreign demand for it both increase, that is to

say, more of it is demanded. But, at the new value, the

total foreign demand for it may be represented by the offer

either of more, or of less, or of an unchanged amount, of

imports in exchange. Take the last of these three cases

first. The demand for foreign goods is here supposed to be

such as to call for as large an amount of them as before, and,

the exports which purchase them being reduced in value, a

larger amount of exports must be offered in exchange for

these imports. Hence the foreign purchasers of the exports

gain by the change. Will the rate of exchange of exports

for imports fall so much as to call for the product of as

much producing power as formerly went into that field, or

for more or for less? If the last be the case, the country

will gain in its foreign trade, as well as in its production for

itself, by the improved facilities in question. If the first of

the three cases be that found, the exchanges with other

countries will leave it where it was, and its only gain will be

in increased efficiency in domestic production. But the

third possibility remains, namely, that, to procure the old

volume of imports, it must offer exports on terms which

mean devoting a larger amount of productive power to

producing exports, that is a larger amount of its energy is

absorbed in getting its imports than before the improvement

took place. This implies that the greater supplies of goods,

which the improvement causes to flow from its resources,

make the foreign goods appear more desirable by comparison
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than formerly. It would also mean that such of those goods

as are also produced at home are affected by decreasing

returns, and that the improvement either does not affect

them, or is outweighed by the effect of this diminution of

returns. It would, further, mean that the marginal utility of

the exports abroad fell more than in the proportion of the

decrease of cost of producing them which is implied in the

improvement.

When this combination of circumstances can be found,

the country where the improvement occurs would actually

lose, so far as its foreign trade was concerned, as a result of

the improvement. If we examine similarly the other cases,

of the amount of imports increasing or decreasing as a

consequence of the change in question, instead of remaining

unchanged as in the case which has been examined, we
should arrive at results of a similar nature. In general, such

an improvement would be an advantage to the country

where it arose, and also to those in trading relations with it.

But, under special conditions, the opposite is possible, that

is, that actual loss may follow improvement. Conversely, it

might be shown that, under special conditions, a gain might

accrue to a country, in its foreign trade, from a decrease in

its facilities of production as affecting goods for export.

One feature in the two cases not specially examined
above calls for attention, namely, that when the volume of

imports changes, an important consideration is, whether they

are affected by decreasing or by increasing returns as a

whole, or by constant returns. The investigation of the

various cases which can arise is not easily made without

some symbolic logical apparatus, and is even then somewhat
lengthy. The purpose of calling attention here to a problem
whose complete solution can hardly even be indicated, is to

afford opportunity for noting that, though the general

conditions point to loss to a country as resulting from any
causes which diminish the effectiveness of its industry,

conditions are conceivable where a gain would accrue.



CHAPTER XIV

THE BALANCE OF TRADE AND OTHER
INTERNATIONAL OBLIGATIONS

IN the last chapter, the point of view was presented that

exports are the payment for imports. This statement

appears to be contrary to fact when we see the figures of

trade of countries like the United Kingdom or the United

States. The former show, for the five years 1 898-1 902, an

average of 506 million pounds' worth of imports, and 335
millions of exports, making an excess of imports over

exports of 171 millions, or over 50 per cent. The latter,

for the same period, show imports averaging 189 million

pounds and exports averaging 281 millions, making an excess

of exports over imports of 112 millions, or nearly 67 per

cent. These figures are so large as to compel attention ; but

were the records of other countries examined, a like inequality

in the values of goods imported and exported would be shown.

We proceed to show that this apparent lack of balance

does not mean that the preceding argument is inapplicable.

Imports and exports are, in fact, only in part recorded

in the accounts from which such figures as those given above

are compiled. Thus the imports of the United States are

valued at the prices applicable to them in the country from

which they are brought. The real import is a more valuable

commodity than is recorded. On the other side of the

account is the fact that British ships are engaged in carrying

goods in many parts of the world. Their services are

effectively an export which should be added to the value of

the merchandise which some of them carry. The following

tabular statement shows the various items for which payment

must be made or may be claimed according to circumstances.
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(a) Merchandise imported or exported.

(b) Loans, borrowed from or by other countries.

(c) Interests due on outstanding loans.

(d) The services of shipping.

(e) Personal services rendered in one country when
payment is received in another, or made by funds derived

from another.

{/) Tributes, subscriptions, and the like.

(g) Specie imported or exported.

When the net indebtedness due to the first six heads is

worked out, and no addition to any of those heads avails to

balance the account, the settlement must be made by move-
ments of specie as shown in the last of the headings, that is

to say, the balance-sheet which shows all the items in the

above schedule in their proper amounts will show equal debit

and credit totals. This will be more clearly seen by
examining the items in order, and considering how they

affect the obligations of a country as against all other

countries. The direct exchange between any two countries

cannot be handled in this way unless we can determine the

amount of indirect payments made and received.

The first item needs little further comment. The valua-

tion of imports is naturally made of the goods as received,

for they must be paid for in that state, whether the payment
involve transactions with the foreign seller of the goods, and
the shipowner, or with others concerned in handling and
transferring the goods from the place of purchase to the

point at which they are received as imports. If all the

imports of a country were carried in ships owned by that

country, provided with supplies from that country, and
manned by hands who received their payment in the country

itself, the conveyance would involve only payments among
fellow-citizens, and we might properly value the goods at the

values placed on them when they thus passed into the hands

of the citizens of the country of destination, for conveyance

further by that country's labour entirely. When goods are

received over a land frontier, it is obvious that the proper

place for valuation, if the account is to represent reality, is at

the frontier. Goods received by sea are, taking international
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trade as a whole, so largely conveyed to the ports of the

country of destination by foreign ships, that it is convenient

to adopt a treatment which applies to that arrangement even

when the conveyance is done as above stated, by the buying

country for itself. Credit can be taken under the fourth

head for any such services rendered to a country by its own
citizens, and for which those citizens take their payment at

home.

Similarly, the valuation of exports must be made as at

the point where they leave the territory of the exporting

country. If a country's foreign obligations were wholly on

account of merchandise bought and sold, and this merchandise

were valued :—for the exports " free on board " (f.o.b.), that

is packed and placed on the ship (or other means of convey-

ance) which is to carry it away ; for the imports " c.i.f." that

is with cost, insurance, and freight, including commissions on

buying, etc., paid, the goods being ready for the labour of

the receiving country to take hold of them ; then, the values

of exports and imports should be equal, for the one is the

payment for the other.

In practice, statistics of trade movements fail to realise

these ideals, though in most countries the aim is to make the

records represent just these facts. Apart altogether from

the fact that the values of the official records are frequently

estimated values rather than actual values, and must be so

from the nature of the case, in part ; in some cases they do

not aim to be " f.o.b." values and " c.i.f." values respectively

for exports and imports. Thus the United States records of

imports profess to represent invoice values in the countries

of origin, that is, they are the cost of the goods at purchase,

not as delivered at the boundary of the United States

territory. It is probable that, if the imports were valued at

the port of arrival, nearly one quarter of the apparent excess

of exports would disappear, taking the figures quoted at the

beginning of this chapter. In other cases, exports are, at

any rate in part, declared at the value placed on them, for

business purposes, as inclusive of freight, etc., where the custom

of the trade is to sell on such terms.

Taking up now the second head, a country which has
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arranged to get a loan in a foreign country, whether the loan

be for government or industrial purposes, effected publicly or

privately, will, so long as the loan runs, not need to export

goods to fully balance the imports. The loan completes the

balance. Similarly, the lending country will export goods

in excess of what are needed to balance imports. When the

loan is repaid, the opposite state of affairs is produced. It is

as well to remember, in this connection, that the deferment,

for a month or two, of a payment due at once is effectively

granting a loan for that period of time. This consideration

brings a good many transactions under this head which are

occasionally dealt with in quite other connections. The
opening of a credit, however well secured, by a banker for a

foreign customer, is obviously granting borrowing privileges.

In practice, temporary trade balances are carried forward, by

means of transactions of this class, to a period when the changes

in the relative volume of imports and exports enable the loan

to be discharged without the requirement of actual shipment

of cash to and fro. Another way in which loan variations

take place is by the purchase or sale of stock exchange

securities, when the purchase or sale is effected in one country

for account of residents in another. Thus, the sale in New
York of American securities held in Europe, for account of

European holders, is effectively a repayment of loans made
by Europe to the United States. Similarly the purchase in

Europe of bonds of American railroads is a loan to America,

though the form is not quite identical with that by which a

new loan is effected. Even in form, however, the process

presents very close resemblances to the operation of floating

a new loan. When the securities sold are bonds or stock of

the government or of companies of a third country, that is,

of a country different from that of either seller or buyer, it

might seem better to describe the transactions as an export

or import of securities, classifying it rather as analogous with

merchandise exports and imports than with loan operations.

It is so closely analogous with what are direct loan operations

that it seems sufficient to class it with them, instead of making

a separate heading for this particular set of stock exchange

dealings. It is to be noted that the volume of international
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stock dealings is now very great, and has an influence on

balances of international indebtedness co-ordinate with, if

not greater than, that of movements of merchandise. For

effecting quickly a change in the balance, they are of supreme

importance. The lack of records, which arises from the

nature of the case, of the amounts, or even of the balances, of

these transactions must stand in the way of testing statistic-

ally the equality of the debit and credit sides of the foreign

obligations of a nation at any moment.

Attention may be called to the fact that we are not here

avoiding the issue of the balance of obligations. The
amount due for a sale of goods with a definite contract to

accept payment in three months' time is not due till the

period of credit expires, and is fundamentally different from

a balance, due for immediate payment, which remains

unpaid without any arrangement for granting credit. The
question of the necessity of meeting a debit balance by the

shipment of specie is affected very greatly by the possibility

of arranging a loan in the form of deferment of date of

payment, or, what comes to the same thing, a credit from

a banker. The credit permits the settlement of the present

obligation to the seller of the goods, and the meeting of

the new obligation is not a matter for which immediate

shipment of bullion is the only solution.

The third item on our list is one of great importance in

actual cases, and goes far to explain the apparent contra-

dictions of the trade records which have been quoted.

Recent estimates have been made of the amount of French

capital invested in other countries, and the figure given

amounts to about 1200 million pounds sterling, the

greater part being invested in European industries or the

bonds of European governments, the latter representing

about one-half of the aggregate of foreign investments. The
annual payment due to French owners of these foreign

investments must be something between 30 and 50 millions

sterling, in all probability. England is a considerably larger

owner of foreign investments than France, and the annual

sum due may well amount to the 90 millions estimated by
Sir George Giffen in 1899. The United States, on the other
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hand, is believed to have a large amount of foreign capital

employed in her industries. The net amount, after deducting

American capital invested abroad, was estimated, in 1897,

at a figure of 1000 millions sterling. Even if it were

considerably less than this at that time, and have since

been reduced, a substantial sum in annual interest is due for

remittance.

What falls under the fourth heading has already been

partly dealt with. A ship-owning nation may expect to

derive a revenue from its property, and if its subjects are

largely engaged in working the ships, their earnings will be,

in great part, transmitted home. This ship-capital employed

outside the country may be compared with capital invested

in industrial enterprises outside the country where it is

owned. The difference is that the ship-capital, unlike the

industrial capital, is not invested in another country. But

the fact, that it is invested outside of the country of owner-

ship, leads us to look for a payment to that country

representing interest and depreciation, with some addition

for management and working, which, however, fall under

the next head. The countries which are not great ship-

owning countries, but whose foreign trade gives employment

to much shipping, are those which pay the sums received

by the ship-owning countries. The differences between the

values of the imports of the world and of the exports, values

of the same goods in different places, afford the source of the

revenue for such transport services. As Great Britain owns

about half the shipping of the world, a large share of this

sum is due to that country, and affords a partial explanation

of the excess of imports. The relatively small amount of

shipping owned in the United States makes that country's

share a small one. The annual income from shipping

owned in the United Kingdom, including commissions

discussed below, is estimated, by the authority quoted on

the subject of interest due, at a sum nearly equal to that due

as interest on investments abroad as that term is ordinarily

understood. It certainly represents a substantial fraction

of the total excess of imports.

The fifth item on the list includes such services of
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shipping agents and ships' crews as are rendered in con-

nection with the ships just dealt with. They are paid for

in the country where the earnings of those who render them
are spent, and mainly in the country where their home lies.

There are also earnings of merchants, diplomatic agents,

and others who render services in one country and draw
payment for them in another. In the same class may be

reckoned payments in the shape of deferred pay or pensions

received in one country for services rendered in another,

such as may be illustrated by the case of civil and military

officers who have served in India, and enjoy a pension paid,

by the Indian government, to them in England. Similar

to these cases, in a general way, is the case of personal

services rendered by hotel- keepers and servants, by guides,

etc., to tourists abroad, which are paid for mainly by funds

derived from the country where the tourist has his home.
Thus the American tourists in Europe spend a considerable

sum which, in its remittance, is chiefly represented by
exports of American merchandise, but for which there is

no recorded equivalent merchandise import into America.

The last of the six classes of obligations requiring

international payment includes such items as war indemnities,

tributes, and the like. The payment to Spain for resigning

her sovereignty over the Philippines, the annual tribute

paid to Turkey by Egypt, the subscriptions to Indian famine

funds, or to the fund for re-establishing Boer farmers who
lost all in the war, or subscriptions to Irish political funds

by American sympathisers, as well as gifts by emigrants to

those left at home, are all items represented on one side ot

the account by the goods whose sale provides the money
which it is desired to pay, but not represented in the record

of the contrary movement.

It will be noticed that the greater part of the items

leading to international indebtedness, beyond what is shown
in the merchandise movement, can be covered by the term
" services." There is, in addition to the export of material

commodities, an export of services of capital, of ships as a

special form of capital, of men. Some countries export

these services, others import them. Their values are not
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included, as such, in the published totals of international

trade movements, but the consideration of these invisible

elements in the trade enables us to understand that, in

spite of appearances, the fact that a country pays by its

exports for its imports, and receives in its imports the

payment for its exports, remains. It is incapable of being

disproved. When payment cannot be otherwise made, a

shipment of bullion becomes necessary, and there is a

constant movement of bullion to and fro between countries,

a movement mainly due to the necessity of meeting a

balance of indebtedness on other accounts.

The net result of the trade movement, and of the other

international obligations of a country, is mainly seen in the

changes of the second of the items in our table. A country

may be steadily acquiring evidences of the indebtedness of

other nations to it, or of its ownership of property situated

abroad, or the opposite may be the case. At one time

foreign capital was being largely invested in the development

of American resources. French capital has recently been

poured into Russia in considerable volume. Undeveloped

countries add to their indebtedness, generally speaking, the

opposite being usually the case with countries having highly

developed industries. These latter usually accumulate

capital faster than their own investment opportunities can

readily absorb, and hence are ready to lend in other

countries.

The recent movements in England and in the United

States possess considerable interest. So far as the former is

concerned, her claims for interest on investments abroad,

earnings of shipping, mercantile and banking commissions,

and earnings of her subjects in foreign countries, are all

important items, and the deductions to be made for

corresponding payments due to foreign countries are

relatively small. It is probably true that the excess of

imports has not, in most years, if in any, represented the

whole balance due, and that investments abroad have been

steadily growing, though possibly only at a slow rate at

intervals. The variation in opportunities for such invest-

ments is perhaps reflected in the variations of the excess of
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imports. As to the United States, taking" into account the

fact that the imports are valued without allowance for cost

of delivery, that a substantial amount of foreign capital is

invested in industrial enterprises in that country, that a not

unimportant sum represents spendings of American tourists

abroad, and that the corresponding items on the other side

of the account, the chief of which are the earnings of the

United States mercantile marine and the interest on United

States capital invested abroad, are relatively small, it is

probably within the truth to suppose that one-half of the

apparent credit balance of the United States in recent years

is only apparent. In other words, instead of having had

a sum of 560 millions sterling to spend, in purchasing

American securities held in Europe or in making investments

outside the United States, during the five years to which the

figures quoted at the opening of the chapter relate, the sum
available for that purpose has probably not far exceeded

half that figure. Even so it is a very remarkable fact that,

within so short a time, the net indebtedness has been able

to be reduced by so substantial an amount as seems likely

to have been available for that purpose.

The two illustrations selected serve to bring out so many
of the important features of the balance of trade, that their

application to other actual cases may be left to the reader.

In past controversies, the balance of a country's trade

with the whole world is not the feature which has alone

attracted attention. The apparent balance as between

different pairs of countries has been made the basis of many
erroneous conclusions. The trade between two countries

represents only a part of their mutual obligations. But if

we attend to the trade alone, the direct trade does not fully

represent the balance of obligations. It is often more
convenient to adopt a triangular course of exchange, or one

even more complex. Thus if A sells to B, B to C, and C to

A, and the amounts sold are of equal value, no mutual in-

debtedness need remain. If, to a certain amount of direct

interchange of goods, such triangular trading be added, an

appearance of unpaid balances is produced which corresponds

to no reality. Thus France receives from India and China
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goods in value largely exceeding her exports to those

countries ; France exports to England to a value largely

exceeding her imports from that country. To establish the

chain, we need only to assure ourselves that England is

entitled to claim payment of balances from China and India.

With the former country, there is a trade-balance due, for

exports to China from England exceed imports from China.

In the case of India, the direct trade with the United

Kingdom leaves some balance of merchandise exports to

India over imports thence, but to this must be added the

annual payments due, for interest on British capital invested

in India, and for payment of civil servants, and of officers

and men serving in the army in India, in so far as their

pay is remitted to England, or pensions are drawn there in

respect of Indian service. Some part of the balances due

from India and China are received through France. Other

cases of apparently one-sided trade may be found to which

a similar explanation applies.

It is sufficiently obvious that the apparent trade balances

are not liquidated in money. The aggregate of the differences

between the imports and exports of the United Kingdom, for

the five years ending 1902, would have required for its pay-

ment the greater part of the world's monetary stock of gold,

a stock many times greater than the stock of the British

Islands, which is estimated at an amount not greatly exceed-

ing 100 million pounds. In place of a payment of gold to

foreign countries, however, the record shows that nearly

39 million pounds in value of that metal was received in

the five years, over and above the gold exports of the same

years.



CHAPTER XV

THE FOREIGN EXCHANGES

THE theory of values in international trade has been

developed on the assumed basis of goods exchanged

for goods, a direct exchange instead of a double exchange

with money as an intermediary. In practice, this is some-

thing like what happens, for, though purchases and sales are

made in terms of money, but little money actually passes,

and that enters in as a special commodity rather than as

money. Moreover, the goods exported and those imported

are generally evaluated in terms of different money units, and

the value of the one money-unit in terms of the other is

not invariable. The problem remains of dealing with the

settlement of the relative values of these money units, or, in

other words, the determination of foreign-exchange rates and
their fluctuations.

As is explained in works on commercial arithmetic, pay-

ment for goods in international exchange is generally made
by a transfer of obligations. Thus an exporter X, in country

A, sells to an importer M in country 13. An importer Y, in

country A, buys from an exporter N in country B. Suppose
the values dealt in are equal. Then M needs to pay the value

of his purchase to X, and Y needs to pay an equal value to

N. The transmission of precious metal would enable the

payment to be made, but the double shipment of gold is un-

necessary. Since X has to receive as much as Y has to pay,

and M has to pay an amount equal to that which N has to

receive, by mutual arrangement Y can pay his debt to X
acting as N's representative, and N receive his payment
from M instead of from Y. This is, in practice, the course

followed. X draws a bill of exchange on M, that is, a

*5
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document requiring M to pay the amount due, after an

interval stated on the document. The bill is sold to Y or

some one acting for Y, and thus Y pays X what is due to

him. Y or his agent sends the bill to country B, where it is,

in due time, collected from M, and N is paid out of the

proceeds. Thus M practically pays N what is due to him.

If a credit is established in a foreign country in any
other fashion than by exporting goods to that country, bills

can be similarly drawn and negotiated. We do not propose

to deal with practical details here. It is sufficient that the

mass of international obligations to pay find representation

in bills of exchange. Some of these are payable at sight,

and transfers are also made on telegraphic orders, including

both land telegraphs and ocean cables in the means of

communication used for this purpose. Other bills are only

due for payment at a date more or less remote, as three or

six months after sight, the period of currency, or usance,

varying with trade customs. For the purpose of dealing

with the conditions governing the current rate of exchange,

we will at first take account only of obligations maturing

immediately. Those who have payments to make will

desire to purchase bills, those who have payments to receive

will have bills to dispose of. As with other commodities, the

price of bills is dependent on supply and demand. As we
shall see later, the supply is affected by the prospects of the

future condition of the market, and that in a special fashion,

for the general statement, that present market conditions are

affected by the conditions of supply and demand which are

expected to prevail in the near future, is valid for a great

variety of goods. If the supply at current prices fails to

amount in the aggregate to the requirements for remittance,

prices tend upwards, and they tend downwards if the supply

at current prices exceeds the requirements for remittance

at those rates. A confusion may arise if the prices here

referred to are not rightly understood. Should the currency

of the countries in which and on which the bills are drawn
be identical, the bills may sell for more or less than their

face-value, and the prices are quoted as certain rates of

premium or discount. This mode of quoting is used in
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domestic exchange, where the currencies are, of course,

identical. Thus the quotation in Chicago of funds payable

in New York is made as so many cents of premium or dis-

count per thousand dollars. Similarly, the exchange between

Australia and London is quoted in this fashion. But it is a

common, in fact a general, occurrence for bills to be drawn
in the currency of the country in which they are to be paid

and sold, in the country in which they are drawn, for money
of a different currency. The movements of price are not

then expressed by stating that a certain fraction more or less

than the face-value is paid for bills, but by stating how much
of the one currency must be paid, or may be purchased, for

each unit of the other currency. These figures are called the

rates of exchange between one country and another. The
rate of exchange, therefore, depends on the relation between

the supply of bills and the demand for means of making
remittances. Dear rates tend to check demand and stimulate

supply, and cheap rates tend to enlarge demand and restrict

supply. Let us examine this statement somewhat more
closely.

It must be remembered that the profit on an international

commercial transaction depends on the rate at which exchange
can be bought or sold, as well as on the prices of the com-
modities entering into the transaction. The exporter, before

he can be sure of a profit, needs to know not only the cost of

his shipments, the price secured for them, and the freight

and other connected charges, but he also needs to know
what price in domestic currency he can secure for the bill,

drawn in foreign currency, by means of which he gets pay-

ment. A movement in this price may destroy a profit or

create one. Where the movement is one making the foreign

currency worth more in domestic currency, exporting

transactions not profitable before become profitable, and bills

increase in supply. Similarly, the opposite movement
restricts exportation and checks the supply of bills. It is

convenient, too, to notice here that a fall in price of export-

able commodities in the exporting country tends to the

more abundant creation of bills, a fall in the importing

country to a scantier supply of bills coming forward. A
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rise in commodity prices operates in the contrary sense.

The influences tending to stimulate exportation tend to

bring about a movement of rates of exchange in the export-

ing country towards cheapness, that is to enabling a smaller

amount of domestic currency to purchase a unit of foreign

currency. Similarly for influences tending to restrict ex-

portation, whose influence is in the opposite direction to

that just stated. But we may also look at the demand side

of the problem, and gain confirmation for our conclusions.

A fall in commodity prices, which affects imported goods or

those of the same class, tends to restrict importation, for it

reduces the importer's profit. So also does dear exchange,

which makes it necessary to pay a relatively high price for

the remittance with which to pay for the imported goods.

Thus the influences tending to increase the supply of bills,

tend to reduce the activity of demand for them. The
consideration of the other end of the problem, therefore,

reinforces the conclusion previously arrived at, and the same
would be true if the enquiry were extended to all the cases

previously mentioned.

The rates of exchange, then, reflect the conditions of

international commercial relations, that is, the relations

which give rise to the obligation to make international

payments, which, as we have seen, include more than ordinary

commercial relations. The rates move up and down in

response to fluctuations in the creation of obligations to make
payments and to receive payments. It will be obvious that,

within certain limits which we have yet to determine, if not

absolutely, the equating of demand and supply can be

effected by a suitable fixing of the rate of exchange. Where
the currencies are of inconvertible paper, we find practical

illustrations of this. The supply of bills is made to meet the

need for remittances by varying the rate of exchange, and

the variations are sometimes rapid and wide in consequence.

It is, however, well known that rates of exchange in general

do not admit of such variation as will enable any given

supply of bills to suffice for the demand for bills at the rate

fixed by the conditions of the market. One of the most

important points in the theory of foreign exchange, though
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a simple point, is the elucidation of the reasons why many of

the important rates of exchange can vary only within a

narrow range, and the determination of the conditions which

govern the extent of the range. Let us consider, then, the

exchange between two countries each having a gold-standard

currency.

It was shown above that dear rates for exchange act as a

stimulus to export, unless the level of commodity prices

counteract the effect of dear exchange. Should the demand
continue strong, and the supply of bills be inadequate, the

tendency for exchange to get dearer will be maintained.

How dear can exchange become is the question. The
limit is found by reference to the fact that gold can always

be procured at a price approximately fixed, so that there

is a point of dearness of exchange which makes the ex-

port of gold profitable. Though the commodities usually

entering into the export trade be too high in price in the

exporting country, and too low in price in the importing

country, to make their shipment profitable, if the two
countries have gold-standard currencies, the value of gold in

terms of the currencies is substantially fixed in each country,

and therefore the movements of the price of gold are unable

to offset the influence of the rate of exchange in making a

shipment of bullion a profitable transaction. The expense

of procuring gold being fixed, and the expenses of trans-

portation fixed, while the value which will be realised on the

other side is also fixed, the shipment of gold will be able to

provide the means of meeting bills drawn against it whenever

exchange is dear enough. When this point is reached, the

supply of bills will be able to be increased to meet the

demand, whether the produce markets are favourable for

export or not. Similarly, a point is determinable which will

make the importation of gold profitable.

To determine these "gold points" we must first define a

point called the "par of exchange." It is commonly stated

that exchange is at par between two countries A and B when
the amount to be paid by A to B is equal to that which is

due to be paid by li to A. This means that when the

demand for bills is equal to the supply, the exchange is at
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par. But we have seen that demand and supply can be
equated at different rates of exchange, so that the par, if so

defined, would not be a unique point. Were the amounts to

be paid and received expressed in terms of the same unit of

value, the definition, in the form first given, would be precise,

but would only amount to saying that the par of exchange
is reached when one unit of value in the one country will

purchase the right to receive one unit of value in the other

country. Even if the two countries have the same unit of

monetary valuation, we can only learn the variations of the

rate of exchange, not those of the condition of mutual
indebtedness. When, as is usually the case, the amount to

be paid and that to be received are expressed in different

monetary units, a means of expressing the one unit in terms
of the other is needed before we can test the equality of the

obligations on the one side with those on the other. In

practice, instead of this ideal par, the " mint par of exchange "

is employed, which is defined as follows. Take two sums,
of the currency of the two countries, which are represented

in gold coin, at the mintage rates, by quantities of coin

containing equal amounts of pure gold. Then, the rate of

exchange which makes these two sums equivalent to each
other is the mint par. It is obvious that, when the currency
units are the same in the two countries, the mint par is the

same as the par stated above, namely, the equivalence of

unit for unit.

If the purity of the metal of which the coins are made is

the same in the two countries, the mint par is reached when
equal weights of gold coin are equivalent. Thus France,
Germany, Russia, Austria, and Denmark, as also the United
States, coin gold at a fineness of nine-tenths, that is, there is

ten per cent, of alloy in the coins in each case. Ten
kilogrammes of gold coin, according to the mint laws of these

countries, will contain respectively coins of the value of

31,000 francs, 25,110 marks, 11,625 roubles, 29,520 kronen of

Austria, and 22,320 kroner of Denmark. These amounts of

currency are therefore equivalent to each other when the
exchanges are at par. Exchange is at par between France
and Germany when it stands at the level which makes
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100 francs equivalent to 81 marks, and so on for other

pairs.

The United States gold coin, though of the same fineness

as the gold coin of the countries named above, has its

weight expressed in terms of Troy grains instead of in

metric weights. The eagle, or ten-dollar piece, is required

to weigh 258 grains by the law governing the operations of

the mint. Now a kilogramme is equivalent to 1 5432*35639 . .

.

grains. Hence, the sum, in dollars, equivalent to the amounts

of the various currencies expressed above would be $5981*534

nearly, and the par of exchange, between any of the countries

named and the United States, can at once be obtained.

Thus the French par of exchange with the United States

is 100 francs = 19*2953 dollars nearly, or 1 dollar = 5*i836

francs.

When we consider any par of exchange with England,

the fact that English gold coin has one-twelfth part of its

weight alloy, as compared with one-tenth in the cases above

cited, renders the equivalence of gold currency weight for

weight no longer an equivalence of pure gold contents. As
it is the latter we are seeking, we have to equate amounts of

coin which are of different gross weights. 1 The English

sovereign is made so that 1869 of the coins weigh 40 lbs.

Troy, or 230,400 grains, so that a sovereign's legal mint

weight is 123*27447... grains of standard gold. The pure

gold it contains is, therefore, 113*0016... grains. The
details already given supply the data for calculating the pars

of exchange between England and the six countries to

which they refer. Thus the par of exchange with the United

States is obtained by dividing 1 13*0016 by 23*22, the number
of grains of pure gold in the dollar, and the result is £1 =
4*86656... dollars. Similarly, the par of exchange with

France is given by £1 =25*2215 ... francs, with Germany
by £1 = 20*4335 • • • marks, etc.

These pars are calculated from the weights of the coins

as defined by law. In practice, coins in circulation have lost

1

It may be observed that 10 kilogrammes of coin, nine-tenths fine, contains

9 kilogrammes of pure gold, which would be contained in 9/8I kilogrammes of

English gold coin, or ,£1229 "108276
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more or less of their substance by wear and tear, and actual

coins would not yield the proportions calculated above.

Hence, if coin needs to be gathered from the mass in

circulation in order to provide gold for export, a small extra

cost may be involved, even if only heavy coins are selected

for export, and the lighter coins restored to internal

circulation. In the case of exchange between England
and other countries, it is worth noting that gold can

sometimes be procured in the London market at a price

somewhat below the mint value. The mint strikes coins at

the rate of £3, 17s. iojd. per ounce Troy of standard gold.

The market price sometimes sinks to as low as £3, 17s. gd.,

the price at which the Bank of England buys gold. On the

other hand, it sometimes rises above the mint price, for

considerations of convenience, and the loss in handling coin

owing to the wear and tear involved, make it worth while to

pay up to ,£3, 1 8s. od. or even a fraction beyond, for bar gold

for export. The range is, however, small, so that there may
be said to be a practical fixity in the price at which gold can

be procured for export. Similarly, gold brings a practically

fixed price, which is substantially that at which it is turned

into coin, in Paris. Since the amount of gold in a sovereign

is equal to the gold whose mint value at Paris is 25 francs 22

centimes, and since it costs about 4 per mille, or 10 centimes

in the pound sterling, to cover cost of transport between

London and Paris, including insurance and commission, the

shipment nets 25 francs 12 centimes to the sovereign. If,

then, exchange reach this point, the shipment of gold will

yield the regular commission, and bills can be drawn against

such shipments as extensively as may be necessary to meet
the demand, or the metal may be otherwise used for the

settlement of payments due. Conversely, with exchange at

25 francs 32 centimes to the pound, a shipment of gold from

Paris to London becomes worth while. These are the
" gold points " which, as shown above, form the ordinary

limits to the fluctuations of exchange between Paris and
London. It was pointed out that gold is sometimes to be

bought at a rate somewhat cheaper than the mint valuation,

and this fact, with the fact that, under special circumstances,
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a cheaper rate of transmission than 4 per mille may be

possible, causes gold to begin to move from London when
the rate is several points above the export gold point.

Similarly, the rate sometimes overshoots the limit named,

25' 1 2, by two or three points. On the other side, gold

cannot be procured as freely as in London. The Bank of

France quite generally imposes obstacles in the way of

drawing out gold for export purposes. As it may redeem

its notes in five-franc pieces, which are of silver, it is able to

demand a premium if gold is insisted on. Thus gold does

not necessarily begin to move from Paris when the rate of

exchange reaches 25*32. A premium of 3 per mille is

occasionally quoted, which would make the export rate run

up to 25-39^. Thus the gold points are by no means rigidly

fixed, but it is nevertheless true, that the existence of open

mints for gold in each of two countries, and fair facilities

for procuring gold, such as, at worst, gathering gold from a

circulation in which it is abundant, prevents the movements

of exchange ranging beyond quite narrow limits of variation.

Where seigniorage charges exist, the range of variation is,

pro tanto, extended. In the exchange between Berlin and

London, the par being 20*43 marks per pound sterling, the

gold points are 20*33 an<^ 2°'53 respectively. In the

exchange with New York, the corresponding points are

approximately 4*89 and 4*83^ dollars to the pound sterling

respectively for direct shipments.

Where the currencies of two countries are based on silver,

similar propositions as to the determination of a par, and of

specie points, hold as with gold currencies on both sides.

Where one currency is based on gold, the other on silver,

a fixed par is impossible unless the gold price of silver were

fixed. The range and limits of variation can only be

determined when the value of silver relative to gold is

known, and vary as that value changes. Should one or

both of the currencies be an inconvertible paper currency,

the position of gold or silver in the country concerned will

be that of a mere commodity, whose price is subject to such

wide variation that no points can be determined, which are

even relatively fixed, at which shipments of specie check
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further movements of exchange in the direction of the

changes which have rendered such shipments profitable.

When we are dealing with gold currencies, the shipment

of the money-material from one country to the other exerts

an influence on price movements which assists in setting

a limit to the volume of the movement. The transference

of the material of money from country to country increases

the money supply of the country to which it goes, and

decreases that of the country from which it goes. This

increase and decrease operate, as a stimulus and a depressing

influence respectively, on the prices of the countries con-

cerned. Since the lowering of prices in the country which

loses some of its money supply is a feature encouraging

exports, and the raising of them in the other country checks

its exports, while the contrary effects are produced on the

imports of the respective countries, the balance of indebted-

ness is modified in the direction of rendering further

shipments of gold unnecessary.

The international bullion movements, which are brought

about in the way above indicated, result in distributing the

supply of money material among the nations of the world

in proportion to their respective needs. Where it is

temporarily in excess, prices are relatively inflated, and

exchange-rates move to the export specie point. Where it

is temporarily deficient, prices are relatively low, and

exchange-rates move to the import specie point. Excess

or deficiency of supply is entirely a relative question. The
business habits of the different communities determine

whether they need much or little money-metal to carry

on their trade, in proportion to the volume of that trade.

In England there is a great economy of gold, owing to the

developed banking system of the country. In France, the

proportion between the gold-supply and the annual amount

of trade is quite different, owing to differences in the mode
of conducting business. Where the circulation is more

largely made up of paper than in England, some further

economy of metal is realisable, since convertibility can be

maintained without holding a metallic backing against

circulating notes equal to the amount of those notes. The
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existence of a large mass of full-valued metallic money in

circulation, however, is so far an advantage, that it affords a

large reservoir from which it is possible to draw for purposes

of export. The entire amount of metal exported does not

come from bank reserves when the export is large. Were
the internal circulation entirely one of paper currency and

token coin, international bullion movements would affect

bank reserves only, though, through them, the volume of

the paper currency might be affected, just as the volume of

the metallic circulation can be modified when the circulation

is of full-valued coin. When the state of the foreign

exchanges requires bullion exports, these exports may
consist of foreign coin, of bar-gold, or of domestic coin. It

has been shown above that, if the price to be paid for bar-

gold be sufficiently favourable, it will be used rather than

coin, and similarly foreign coin may be purchaseable at a

rate somewhat more advantageous than would be secured

by operating with domestic coin or uncoined bullion. If

the bullion market do not offer supplies of either of the

alternatives at favourable rates, domestic coin will be used

for remittance. In shipping coin, care will naturally be

taken to select such coin as will give the best return abroad.

As the domestic coin is but bullion abroad, the heavier coins

will give a better return than the lighter ones. The light

coins may be returned to circulation at home. We find

thus that, where a currency contains coins of the same
nominal value, but of different metallic contents, those whose

metallic contents are more valuable are selected for export,

when occasion arises for export of coin. The differences

in metallic value may arise from different degrees of wear

and tear in use, or from an original difference in the coins

as minted. In connection particularly with this latter feature,

a principle has been enunciated known as Gresham's Law,

that bad coin drives out good coin from a country. It

means that, when the domestic trade of a country uses

indifferently bad and good coins, the good coins tend

gradually to disappear and leave the bad alone in circulation.

In addition to export, coin may be taken from circulation

by being hoarded, or melted down to provide metal for
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industrial or other uses, and, naturally, those coins will be

preferred for melting which yield the greatest amount of

metal.

Gresham's Law applies in practice also to the case of

currencies of two different metals. Thus, if silver and gold

coins of the same denomination have relative weights in the

proportion of 15 to I in one country, as in the United

States before 1837, and 15! to 1 in another, as in France

at the same period, and if mints are open to the coinage of

both metals, when remittances of money metal have to

be made from one of the countries to the other, gold will

be selected for export from America, silver for export from

France. When, after 1837, the United States modified their

coinage ratio to 16 to 1, the choice fell in the opposite

direction, gold being the preferred metal for export from

France, silver from America. The movement being due
to a difference in the relative valuation, outside a country,

of elements which, within it, are valued equally for monetary

purposes, the selection of the same proportions of value, in

the countries between which movements are of importance,

would destroy the motive for making a preferential export

of the one or the other variety of coin. We do not propose

to discuss here the feasibility of such uniformity of valuation

and widespread adoption of the system of a double metallic

standard. The coinage of silver, in countries having a gold

standard, is now carried on in such amounts only as are

judged requisite for supplying a convenient amount of

token-coin for purposes of small change. The coinage of

gold in these countries, however, is not similarly restricted,

but depends on the supplies of gold available for coinage.

We turn now to consider the influence on the exchanges

of the element of time, hitherto ignored. The supply of bills

at any time is influenced by anticipations as to the move-
ments of the near future. In a country, for example, which

exports large amounts of agricultural produce, the period of

most active exportation will fall after the harvest has been

gathered and prepared for shipment. Bills drawn against

exports will then be plentiful, and relatively cheap. At
other times of the year they are often scarce and relatively
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dear. The to-and-fro movement of gold at such times may
be reduced in volume, or rendered unnecessary, if it be

sufficiently profitable to effect an operation by which the

supplies of trade bills may be anticipated, so that the time

of plenty may assist the time of scarcity. Bankers and

others may draw on correspondents against an established

credit when trade bills are scarce, with the purpose of

sending the means of covering the drafts when trade bills

are plentiful. If a profit can be made by thus using their

credit, that is, if the price of bills is high enough at the time

of scarcity to make it worth while taking the risk of being

able to cover at a cheaper rate later on, bills will be offered

by such bankers and merchants as have credit facilities

which can be used for the purpose.

It will be clear that not only the price of the bills but the

expense of borrowing is involved, that is, the rate of interest

as well as the rate of exchange affects this question of the

supply of exchange. This is very clearly seen in consider-

ing the supply of bills drawn at sight as related to that of

bills drawn at a long currency. The difference in the rates

for sight bills and for three months' bills corresponds closely

to the discount for three months in the market on which the

bills are drawn.

Consider the position of a drawer who has an established

credit against which he can draw. If he draw, and sell, three

months' bills, he saves the interest for that period on funds at

his disposal in the place on which he draws, as compared with

the position created if he sell sight drafts. On the other hand,

take the case of a merchant remitting to cover an advance. If

he buy sight drafts, he likewise saves three months' interest

as compared with a remittance of three months' paper.

Hence, if three months' bills be cheap as compared with

sight drafts, the former gains by selling sight drafts, the

latter by buying three months' bills, and vice versd. The
supply of sight drafts, and demand for three months' paper,

are affected in a sense which tends to destroy the advantage

of using the one rather than the other. Relative cheapness

is seen, moreover, to consist in a difference in price which is

greater or less than three months' interest on the amount
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concerned, at the rate current in the market on which the

bills are drawn, greater if long bills are the cheaper, less if

demand bills are the cheaper. Bills payable at sight tend to

be dearer than three months' bills by just this amount,

together with the stamp duty on the long bill and some

allowance for any risks which the deferment of the date of

settlement involves.

If bills with a certain period to run before their due date

be purchaseable cheap, they may serve to afford the means

of procuring funds at once. They may be sent forward and

discounted in the market on which they are drawn. Should

a given outlay yield a larger result in this way than by the

purchase of sight bills, the enquiry for long bills will raise

their price till they yield the same sum as an equal invest-

ment in sight bills. It is here clear that the borrowing of a

sum of money in the market on which the bill is drawn is

what is effected by forwarding long bills for discount, and

the cost of borrowing that sum is, therefore, the natural

measure of the difference in price of the long and sight bills.

The buyer of long-dated paper who holds it to maturity

lends its value to the seller for the interval. The prospects

of the exchange market later on, when he will be using the

draft as a remittance, must therefore enter into his calcula-

tions. If, for example, demand drafts fell to the price he

had paid for his long-dated bill, he would have lain out of

his money in the interval without recompense.

The discount rate is one of the chief instruments em-

ployed to influence the rates of exchange, at any rate when

gold shipments are in question, the export of metal being

checked, or stopped, or converted into an import as the

result of sharp movements of the rate of discount. The

reasons for this action of a movement of the discount rate on

the demand for gold for export are twofold, the one as

affecting the creation of obligations requiring the payment of

money, the other as affecting the postponement of the date

of payment.

As to the first, when the rate for loans is raised, buyers

of produce or securities are checked in their operations in so

far as they are effected with borrowed funds. As it costs
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more to borrow, bids are less readily made except at reduced

prices. So, too, holders of produce or of stock exchange

securities, finding it less easy to borrow the funds wherewith

to meet current obligations, or to renew the loans without

which they cannot continue to hold their stocks of produce

or of securities, are forced to realise part of their holdings.

Thus a check to demand and readier offerings leads to a

downward movement in prices. This movement may bring

some commodities to a price-level which makes it worth

while to export them, and thus an increased obligation to

make payments to the country concerned is created. The
reduction of prices of securities operates in like fashion. On
the other hand, the fall in prices checks shipments to the

country, and the supply of bills drawn on it (or the demand
in it for means of remitting in payment) in connection

therewith, since the profit margin on some lines of goods

will be destroyed by the downward price movement. It

will be observed that, from the nature of the operative cause,

the influence will be felt generally, if not in every market,

and thus there is no need to look for influences specially

affecting individual commodities or securities. Some will be

more affected than others, in the nature of things, and some
may escape the general influence.

Thus the balance of indebtedness is modified in favour of

the country in which the loan rate, and with it the discount

rate, has risen. Further, bills of long date will afford an

investment yielding a rate of interest corresponding to the

discount rate, as already shown. Hence they offer a favour-

able investment for funds of foreigners, who will hold them
till maturity, under such conditions, in place of forwarding

them for prompt discounting as a means of procuring credit

in the market on which they are drawn. The demand for

such bills as an investment leads to a rise in their price, and

sight bills follow, so that the exchanges on the country which

has raised its discount rate move away from the specie point,

or, as it is called, move in favour of that country. Should

discount rates elsewhere rise equally with that in question,

the investment demand just considered would not be note-

worthy, since other uses of money would yield equal
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advantage with its investment in the bills on the country
under discussion.

The raising of its rate of discount is the usual and prin-

cipal means adopted by the Bank of England to protect its

reserve. In order that it may be effective, the rate charged
by other lenders, the market-rate, must follow the bank-rate.

There is a tendency for this to happen, since the funds lent

are largely deposits in banks on which the banks pay interest.

The rate they pay is conventionally i| per cent, below bank-
rate, so that the rise in bank-rate makes deposits cost the

bankers more, and thus acts as a stimulus for them to charge

more for loans. If the loanable funds remain so plentiful

that this stimulus does not become effective, the Bank of

England can, and does, borrow part of these funds and thus

bring about a scarcity of loanable funds, which leads to a rise

in lending rates.

The charging of a premium on gold by the Bank of

France serves to protect its gold from withdrawal for export
without any notable change in discount rates, and thus the

phenomenon of a comparatively stable rate of discount in

Paris, and a changing one in London, is seen. The other

devices which assist in preserving or reconstituting the gold

reserve include the charging of a slight advance on the usual

tariff rates for foreign gold coin, and the making of loans on
especially favourable terms on condition that they are repaid

in gold, thus throwing on the borrowers the onus of meeting

the expense of procuring gold from abroad.

From the argument of this chapter, it may be seen that

the rate of exchange between two countries is practically an

expression of the relation of the price-levels in those countries.

When, as in the case of inconvertible paper currencies, the

corrective of altering the money-supply is not made operative,

the prices of the one country may, as a whole, move differ-

ently from those of others in commercial relations with it.

Exchanges between gold-using and silver-using countries

also illustrate the point.

Thus, for twenty years after 1873, the level of prices in

India remained, on the average, not much changed, while

prices in England, on the average, fell substantially. Indian
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exports, and the British goods imported into India, preserved

a tolerably constant average price-level in Indian currency,

while in England they fell in price. The former of these

movements is sometimes referred to as indicating a profit on

export from India, at the end of the period, measured by the

difference in the rate of exchange in 1873 and, say, 1893.

But the rate of exchange moved because the price movements

of the two countries were independent, and its movements

practically express the change in the comparative level of

prices in India, quoted in rupees, and in England, measured

in pounds sterling. The fall of exchange (making English

money cost more in India) may have afforded a stimulus to

export, but this was constantly nullified by the fall in the

prices realised in England for Indian goods. In such cases

as are mainly considered in this chapter, the movement of

exchange to specie point indicates a change in price-levels,

which change is counteracted b, the effect of bullion ship-

ments on the money supplies of the two countries. The
divergence is thus corrected by a reduction of the price-level

where it stands relatively high, and a rise where it stands

relatively low. As has often been said, the prices of com-

modities, which enter into the trade between any two

countries, cannot remain permanently at levels differing by

more than the cost of transference from the one country to

the other. When an abnormal difference of price affects

particular commodities, a movement of those commodities,

or a restriction of a movement when such movement is

normal, may provide the needed correction. When, however,

the abnormal difference is one affecting a considerable range

of commodities commonly exported or imported, an influence

is needed which will operate widely. The general level of

prices in the wholesale markets is affected by international

bullion movements, and the restoration of the normal relation

of price-levels in different countries is thus effected. Changes

in facilities for transportation bring within the influence of

these movements commodities which were not so formerly.

In this way some price-changes, of importance to individual

countries, occur which are not accompanied by a correspond-

ingly marked price-change in other countries. Retail prices

16
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are usually not largely affected by the temporary ups and
downs of wholesale prices, but prolonged and important

movements in the latter are, in due course, reflected in the

former.

The attention of the reader has been directed in this

chapter to the making of international payments in the most
direct fashion. Just as it was pointed out that a triangular

course of commercial transactions might take place, and does

take place, so in the handling of the means of payment may
indirect operations occur. It is not unfrequently possible to

pay by an indirect course more advantageously than by a

direct one. Thus, in particular, in connection with trade

between America and Europe, London serves as a settling

centre. Payment for goods shipped to continental centres

from America may be made by draft on London, and American
shippers may draw on London houses instead of on the

countries to which they ship. Thus the indirect course of

payment through London takes the place of bills drawn
directly. The indirect course is adopted when it offers

advantages in a lower cost of remitting. The operation of

effecting payment in this indirect fashion is known as an

arbitrage operation. It is clear that the effect of arbitrage

transactions is to keep the various rates of exchange in close

correspondence to one another. It is the occurrence of a

less close correspondence than usual which makes it possible

to secure a profit on an arbitrage operation.

In the language used throughout the chapter, a course of

business has been assumed which sufficiently well illustrates

the manner in which bills of exchange arise, and the leading

influences which operate in the determination of the rates of

exchange. It is not within the scope of this volume to enter

into the various modes of effecting payment which are used,

and the drawing of a bill against exports and remitting for

imports are sufficiently typical of the two aspects of the

principal mode employed. In its application to English

trade, it is well to note that it is more usual for bills to be

drawn on England than for English merchants to draw on

foreign centres. The price of bills is more influenced,

therefore, by transactions in the foreign centres where they
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are drawn than by dealings in them in London. No one

course is universally followed, and enough bills are drawn in

London on foreign centres for the language employed to be

quite applicable to what occurs in England, even though it

be true that the great bulk of English exports are remitted

for, and the bulk of English imports are drawn against.

The supply of and demand for bills operate in determining

their price as discussed above, though it is the price in Paris,

or Berlin, or New York, or elsewhere, rather than the price

in London. The practice, of expressing the rates on most
foreign centres in terms of the amount of currency of the

foreign country which is equivalent to a pound sterling,

indicates sufficiently that it is an old-established custom for

the bulk of the dealings in such exchange to be carried on in

the country in whose currency the rate is expressed.



CHAPTER XVI

FREE TRADE AND PROTECTION

THE examination of the way in which value is related to

cost and to utility respectively, in the case of com-

modities entering into international trade, showed that goods

were imported, either because they could not be produced at

home, or, if produced there, could not be profitably produced

for sale at prices as low as those for which the similar

imported goods could be had. With the qualifications

mentioned at the end of Chapter XIII. as to the influence of

prejudice and of custom, it may be taken as obvious that a

domestic production would be established, if it could be done

so as to give adequate profit at the prices for which the goods

could be sold. The adequacy of the profit must be judged

by the standard of profit prevailing in the country, and at

the time, considered. It is only contended that a sound

assumption is that capital and labour will be prevented from

turning to a particular industry only by the attraction of

greater or more certain profit in some other use. The words
" greater " and " more certain " may be taken to imply the

same thing. The probable profit is what must be considered,

and amount and certainty are combined in a proper estimate

of this " probable " profit. The fact that an industry does

not exist in a given country may, then, be taken to indicate

that entrepreneurs find other industries offer greater

probability of profitable employment to all the available

capital and labour, so that, when the more promising

openings have been exploited, the resources of the country

are all engaged. This seems the only generally satisfactory

explanation of the neglect to exploit unused opportunities,

and if we assume that facilities for the industry in question
244
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are found in the country, it is the explanation to which we
are forced to turn.

It is, however, claimed that the powers of the state may
properly be used to modify this condition of affairs, and

render profitable some industries which do not present, of

themselves, sufficient attractions to lead entrepreneurs to

develop them. This is called a policy of protection, since it

aims at preventing the competition of imported goods from

checking the establishment, or the development, of a domestic

production of the same goods. If what has been stated here

and in Chapter XIII. is sound, the thing really aimed at is, to

prevent the superior attractions of other investments, for the

capital and labour of the country, from absorbing all the

available supplies of these industrial agents ; to enable the

industry which is to be protected to occupy a position of

sufficient strength to attract the capital and labour needed

for its development. To do this it must be able to offer

favourable prospects of profit to those who undertake its

risks and become responsible for payment of wages to labour

and a return to capital, prospects at least equal to those

offered by the general run of industrial openings which do

secure the funds required for development. This prospect

of profit is to some extent ensured if the power to depress

prices, which comes from the unfettered competition of

imported goods, be limited or destroyed, or if such assistance

is given as may make a profit reasonably secure in spite of

such competition in the matter of price.

There are many who maintain that such support to

special industries yields no net gain to the community, and

that the soundest lines of development of its resources will

be those which are ensured by leaving both internal and

external trade to themselves. An equal field for all is

believed to be the wisest motto. This is known as the Free

Trade doctrine.

The protection of industries may be effected by several

methods. Thus, a method practised in reference to railways

by several countries is to guarantee, usually for a limited

term of years, a minimum rate of interest on the capital of

the company which builds and works a particular railway.
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If the ordinary net revenue of the enterprise proves to be too

small to yield the stipulated rate, the general funds of the

state are drawn upon to make up the deficit. This means
that the citizens of the country concerned are made to pay
somewhat more in taxes than would otherwise be necessary,

and that this additional sum, so gathered from the community
at large, is handed over to the proprietors of the railway.

What they fail to earn as profit on the working of the line

does not result in a reduction of their revenue below a fixed

point. Such a guarantee may encourage entrepreneurs to

exploit districts the trade of which is too small, or too

fluctuating, to give sufficient inducement to take up their

development. The construction of means of communication
and transport may be of importance, sufficient to warrant its

encouragement, even before it promises a commercial profit,

or even if no such profit can be anticipated at any future

time. It may seem probable that the railway will contribute

to the general development of the district through which it

runs in such degree that, after a term of years, its operation

will become profitable. This term may be so long, or the

profit so doubtful, that it offers insufficient attraction to

entrepreneurs. The guarantee attracts to this enterprise

capital which would otherwise have been employed elsewhere.

The prosperity of the district may be so promoted by the

railway that its inhabitants largely increase their wealth, and

the revenue of the government increases without increase of

taxes. In view of the fact that the interests of the govern-

ment, as representing the community, include the distant

future as well as the present, the increase of its revenue here

supposed need not be an immediate increase. A tax-burden

on the present citizens, to provide for the carrying out of the

guarantee, may be regarded as offset by the prosperity of a

later generation, induced through the construction of the

railway.

Looking at the matter in this light, it is natural to point

out that the interests of future generations can easily be

promoted at too great a price to those of the present genera-

tion. It is clear that, in order to justify such a proceeding

as is here considered, the future gain should be well assured,
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and of amount sufficient to outweigh the sacrifice likely to be

imposed on the present generation in order to secure it.

Further, the capacity of the present generation to bear

additional burdens requires to be taken into account.

Finally, the comparison, of the benefit ensured by the

guaranteed enterprise, with what might have been assured

through the investment of capital and labour in other ways,

had not the guarantee attracted it to the railway, must not be

omitted. If the adoption of the method of guarantee draws

from other countries capital and enterprise which could not

have been secured without it, this consideration may be

ignored, for the gain through other investments of the capital

would have accrued where the community, whose interests we
are discussing, would have been unaffected by it.

Differing substantially, both in form and in its results,

from the method of guaranteeing a minimum return on the

outlay necessary to establish an enterprise, or class of enter-

prises, is the method of granting a bonus to the entrepreneurs

engaged in establishing such enterprises. The bonus may
take the form of a grant of money or of land or both, or an

annual subsidy for a term of years, or an exemption from, or

reduction, of taxation or special forms of taxation, for a term

of years. The amount of the burden placed on the com-
munity at large, for the benefit of special industries, is in this

way more exactly defined than when a guarantee of interest

on the capital invested is offered. If the benefit secured is

more or less problematical, the price paid is known with

greater accuracy. Moreover, the stimulus to effort on the

part of the responsible managers of the enterprises thus aided

is greater, since all the gain of success, or loss from failure, is

gain, or loss, to them. The method previously considered

may save the owners from the losses due to incompetent or

unfortunate management, at least in part. In other respects,

the same features call for consideration as in the preceding

case, in estimating the desirability of making the sacrifice,

imposed by the payment of the bonus, for the sake of the

gain anticipated. It is obvious that, in the case of industries

capable of affording a sufficient profit without public assist-

ance, the granting of such assistance is unnecessary, and
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imposes an inequitable burden on the rest of the community.

It would appear as if the method of guaranteeing interest on

the investment of capital saves the community from sacrifice,

whenever the conditions turn out to be sufficiently favourable

to permit the earning of the guaranteed amount by the

industry on its own account. The community, in that case,

has merely to be ready to take the risk of that point not

being attained. If there were a sufficient assurance of equally

capable, vigorous, and interested management, equally enter-

prising and not more rash, the guarantee would present

greater advantages than the bonus. Human nature being

what it is, political influence may lead to the granting of

bonuses of amounts disproportionate to the real difficulties

which they are to assist in surmounting. It is to be noted,

too, that rivalry between different localities may lead to the

establishment of an industry, by means of a bonus, in places

other than those best suited to it within the same national

boundary-line. Where the practice of offering bonuses is

followed by the minor divisions, such as the cities and towns,

of a country, an uneconomic distribution of industries in the

country may easily be the result.

A third method is the granting of a bonus or bounty

proportioned to the quantity of the production of an industry

whose establishment or development it is sought to encourage.

Such a bounty is sometimes granted for a term of years, and

decreases with the lapse of time according to an arranged

scale. Thus the presumably greater difficulties, of the early

years of the first establishments which engage in the industry

to be favoured, are met by greater assistance, and, as the diffi-

culties diminish, the amount of aid also diminishes, and the

bounty may entirely cease after a definite date. If the need

for assistance do not diminish with the lapse of time, it may
reasonably be presumed that the circumstances of the in-

dustry are not such as would justify its support at the public

expense. Should a permanent bounty be necessary, justifica-

tion will need to be found in the indispensable nature of the

product to the national progress, and the danger of depend-

ence on any but domestic sources of supply, or in incidental

advantages which may be expected from the establishment
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of this particular industry. Before giving more detailed

attention to these possibilities, we proceed to consider a

fourth method of giving support, at the expense of the

community at large, to particular industries, namely, by means
of taxes or bounties on import or export. We must first

examine some special features of these methods of protection.

It is especially to the device of import duties that the

title " protection " is commonly applied, and the protection

referred to is protection against competition on equal terms

between imported and domestic products. If the foreign

producer must add, to his expenses of production, not only

the cost of transportation from the foreign place of production,

but also an import duty as the price of admission to the

domestic market, it is clear that the profit to be made out of

the sale of the goods will be less than if no duty existed, unless

the price can be raised. The reduction of profit must reduce,

and may destroy, the inducement to offer the foreign goods

on the protected market. An elevation of price insufficient

to fully offset the duty, and therefore insufficient to induce as

large a supply of the foreign goods as would be forthcoming

in the absence of a duty, may suffice to make the domestic

industry a profitable one.

The question of whether or not an import duty is

necessarily an influence tending to raise the price of the

taxed goods, is one which has been a good deal debated.

Consider the effect of imposing a new duty on some com-

modity. If it do not affect prices at all, the foreign producer

or the merchant must bear the whole burden, and have by
so much the less with which to meet expenses. This reduc-

tion would, in the great majority of cases, if not in all, lead

to a reduction in their production of the commodity, or to its

being pushed in any other markets where a less concession

will enable sales to be increased. It would be an exceptional

case where some extension of sales in other markets could

not be secured by reduction of price, and a reduction of

smaller amount than the duty under consideration would, so

far as it went, permit the maintenance of the output without

so great a loss as the amount of the full duty on the whole

of what ordinarily went to the protected market under
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examination. The reduction of supplies in that market

would tend to raise prices there somewhat, till a point was

reached where the diversion of further amounts to other

markets could not be profitably made.

If we started with the assumption that the effect of the

duty was a rise in price equal to the duty in amount, similar

conclusions would be reached. The rise of price would both

check consumption and stimulate the offer of domestic

goods at the raised price. The check in consumption would

be felt by the foreign producers, who would probably seek

to meet it by some concession in price. That concession

would decrease the profit of this special market for the

goods, and lead to a withdrawal of part of its supplies, to

be distributed to other markets, rather than submit to a

concession great enough to restore the old volume of trade,

for this would mean shouldering the whole burden of the

duty.

In the light of these considerations, it seems that the

immediate result of the duty must be a rise of price by

something less than the duty, but a rise nevertheless. The

burden of the duty would thus be shared between the

foreign producers and the consumers in the protected

market. The conditions for the placing of the whole burden

on the one or the other may be examined. If the producer

(using this term to cover all the interests concerned with the

goods up till the time of reaching the boundary line where

the duty is exigible) bear the whole, we must conclude that

it is less profitable, either to reduce production or to place

some of the goods on other markets, than to submit to the

entire burden of the duty. The protected market would

thus contain the body of consumers of greatest importance,

and these might be said to have a kind of monopoly of the

demand for the commodity. Further, the ordinary net

profit on the production of the commodity would need to

exceed the sum of the duty and transportation costs from

the place of production to the market in question. If it did

not, reduction of production would involve a smaller loss

than the entire burden of the duty. If, on the other hand,

the consumer bear the whole burden, we need to suppose
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that the commodity is so necessary that it must be had, in

as full supply as before, in spite of the raised price. This

implies that neither it nor an efficient substitute can be

secured from elsewhere at any price below that of the taxed

goods, including the whole of the tax. Such entire

dependence on a single source of supply for a commodity

would be exceptional, and more exceptional still the absence

of any check to demand on a rise in price. The conditions

for the placing of the undivided burden on either party are

not generally fulfilled, but are approximated to in some

special cases. In the degree in which the one or the other

set of conditions more nearly represents the conditions of

an actual case, will the burden of a new duty be likely to

fall mainly on the producer, or mainly on the consumer,

as the case may be.

A similar examination of the remission of a tax formerly

levied would lead to similar conclusions.

If, on the imposition of a new import duty, the new
burden is shared between producers of the imported goods

and the consumers of them (and of similar goods of domestic

production) ; and, on the remission of an old import duty,

the gain is shared between consumers of the imported

product and its foreign producers ; we may reasonably argue

that, during the continuance of such a tax, the burden is

similarly divided, and only under quite exceptional con-

ditions can fall entirely on the one or entirely on the other.

A bounty on exports of a commodity from a country,

on its institution, acts like the removal of an import duty

in each and all of the countries importing the goods, and,

on its cessation, like the imposition of an import duty in

those countries. Hence, during its continuance, the division

of its effects may be expected, and the principles considered

above suffice for this problem, the detailed examination of

which would involve the repetition of much that has already

been said in reference to an import duty.

A bounty on import of a commodity into a particular

country differs from the bounty on export, in that all sources

of production to which the bounty applies are brought into

account on the one side, the consumption of one particular
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country on the other, instead of the producers of the one

country in the case of the export bounty, and the consumers

of all importing countries. This case is so clearly that of

the converse of a tax on import, that the statement at the

end of the preceding paragraph is clearly justified in this,

as in that instance.

An export duty, again, affects the relations between the

producers of the exporting country and the consumers of

all importing countries, and is the converse of an export

bounty. Suppose such a duty newly imposed. If it were

wholly borne by the producers of the taxed goods, the

consumers would be unaffected, for at an unchanged price

their demand would be neither diminished nor increased.

Producers would only submit to this if the reduction of

output, with such rise of price as might be thus induced,

involved a greater sacrifice than the maintenance of output

at the old price less the duty. For the maintenance of

supply with the added burden on producers, it is necessary

to suppose that all the sources of supply have previously

afforded a profit sufficiently in excess of the amount of the

duty for the reduction of profit not to compel the reduction

or cessation of output from even the least profitable of these

sources of supply. If, on the other hand, the export duty

were added to the price, so as to fall entirely on consumers,

it is not possible, in general, to conceive of no reduction of

demand, even if there were no other source of supply of the

taxed commodity. Any reduction of the amount demanded
will operate to force a reduction in the new price, that is,

to make it higher than the old by an amount less than the

tax. The difference constitutes a burden on producers.

Thus, here again, the argument points to a division of the

burden. The more sharply the demand is checked by a

rise of price, the smaller the proportion of the tax which can

be made to rest on consumers. The less the production is

affected by reduction of profit, the greater the proportion of

the burden which will rest on the producers. This con-

clusion can be strengthened by following out the details of

a similar examination of the effects of the removal of an

export duty. Since the export duty is the converse of an
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export bounty, the conclusion stated above in reference to

that case is supported by this closer inquiry.

It is to be noted, that the same kind of argument as has

been applied to establish the fact of division of the burden

of duties on import or export, and to indicate what influences

the proportion in which the division of burden between

producer and consumer takes place, will apply to the

question of the division of the burden of other impediments

to international exchange, chief of which is cost of carriage

of goods from country to country. The reduction of this

cost operates like the removal of a tax, its increase like an

addition to a tax, on import or export. The technical

advances, which have reduced freights so greatly during

the past generation, have been equivalent to a general

reduction of duties in all countries. Goods which could not

have been profitably transported between distant places

half a century ago make up a considerable part of the

international commerce of the world to-day. Those who
welcome the cheapness of transport generally, can, never-

theless, be found advocating a system of taxation which

aims at reimposing the obstacles to commerce which these

technical improvements have removed. In the general

discussion of the chief arguments for and against a protective

system, it will be convenient to hold more directly in view

the method of protection by means of import duties. It is

the method most generally practised, and the other methods

will hardly need a special consideration if the general nature

of the argument is made clear by reference to these

conditions.

First, as to the contention that prices are not raised by

import duties, the preceding examination of the case may be

referred to as showing that the usual effect of such duties

must be some elevation of price, above the level it would

otherwise attain, and by a small or a large fraction of the

duty imposed according to circumstances. If the existence

of duties prevented the adoption of important economies in

producing on a large scale, at some centre of production

especially well situated, the price might be higher, by an

amount greater than the duty, than it would otherwise be,
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for, without the duty, the expenses of placing the goods on
the market might be diminished both by the amount of
the duty and by some saving in ordinary expenses of pro-
duction in addition. On the other hand, the supply of the
market from foreign sources may check the growth of a
domestic industry to a magnitude at which it can realise the
chief economies of large-scale production and marketing.
Hence, though the immediate effect of an import duty may
be a rise of price, its ultimate effect may be a fall of price,

through the fostering of a domestic enterprise. This is the
case which has attracted a great deal of attention, as one in

which convinced free-traders admit the possibility of gain
from a protective tariff of customs duties : it is the case of

the " infant industry." The point where much of the argu-
ment, as to the tendency of trade to run along the most
advantageous lines, if left without interference, needs modi-
fication, is in reference to the question of whether present or

future advantage is in view. In the initiatory stages of

industrial enterprises, they may present no certain prospect
of profit, but rather of loss. If the same men, who bear the
losses of the early stages, could reap the profits, when a
profit-earning stage has been reached, the advantage of
interference would disappear. But this is not generally the
case. Hence some encouragement to the pioneers may be
desirable. Various methods of affording such encourage-
ment have been mentioned above. The mode now under
consideration is to secure an elevation of price of the
commodity concerned by hampering or preventing the
importation of that commodity.

That a rise of price is the real object of the imposition of
import duties is clear enough, apart from the theoretic view
as to the necessary tendency of such duties. If the price

were not raised, the way would not be smoothed for the
pioneer domestic producers. Subsequent reduction of price,

when the industry gains strength, may arise from competition
of these producers among themselves. Experience, however,
shows that the price may be kept up, by some kind of mutual
arrangement among producers, long after the domestic
industry has been developed to a point where it can produce
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economically, and can realise a living profit at a low price

for the commodity produced.

Hence, in considering the desirability of adopting this

method, of encouraging infant industries by means of import

duties, attention must be directed to such points as the

following : Is the country really well adapted for the carrying

on of the industry, if it were once established ? that is to say,

is the actual neglect of the resources concerned due to their

real lack of promise, or to the magnitude of the preliminary

obstacles to be overcome in order to develop them ? There

is the possibility that the capital and labour of the country

may be diverted to enterprises which can by no possibility

ever become worth carrying on for the sake of the profits

they can yield of themselves. Hence, the suitability or

necessity to the country of the industry, to which it is

proposed to apply a protective tariff, needs to be assured if

the interference with the freedom of enterprise is to be

justified. Further, when the industry has secured a firm

foothold, and is able to offer a reasonable prospect of profit

without the import duty, the removal of the duty needs to be

assured. This is a matter not easily secured, for vested

interests grow up in connection with such a duty, and the

industry may have attracted to itself more men and capital

than can find profitable employment in it after the removal

of the duty. In this latter case, whether reliance on the

permanence of fiscal arrangements was reasonable or not, it

will be made the basis of resistance to removal of duties.

Should there be numerous industries in which such

vested interests have grown up, during the operation of a

protective tariff system, the opposition to the reduction or

abandonment of any part of the system is likely to have the

support, not merely of those directly affected at the moment,

but also of any whose interests lie, or may in the future lie,

in the continuance of duties after they have ceased to be

necessary.

These arc not unimportant considerations, when applied

to cases where the final gain, from the growth of an industry

with tariff aid, is not very great compared with the burdens

which must be placed on the community as the price of that
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gain. The question of the capacity of the ruling authorities

to select industries, to which to apply the protective tariff

system, which both need it and are tolerably certain to prove

a real advantage to the country, needs to be taken into

account as well. If private interests are likely to have more
influence, on the decision as to the commodities on which

duties shall be placed and the amount of each duty, than the

consideration of the public welfare, the advantages, which the

system of protective duties might yield, would be in danger

of being so mingled with serious disadvantages as to be

purchased at a cost which would more than offset those

advantages.

Accepting the conclusion that, for a time, the price of a

protected commodity is raised as a consequence of the

protection, we must consider the effect on other interests

of that rise of price. The outlay, on the protected article,

of the average citizen, may be increased, unchanged,

or diminished. In either of the two last cases, and perhaps

in the first, he will have less of the goods, and will

either seek to obtain similar satisfaction to that which they

render him by the purchase of other goods, or have to endure

the reduction in his satisfactions. If he purchase other goods

in the place of those now too dear, he will pay more for equal

satisfaction, unless we are to argue that he spent his means
unintelligently before the duty was imposed, and spends them
with greater wisdom afterwards. This may be so in some
cases, but cannot be assumed as generally true. If, then,

more must be spent on the satisfactions which the protected

commodity can render, whether procured from its use or from

the use of substitutes, less will be available for other outlay.

Only in the case in which the raised price reduces the

consumption so much that less is spent on the goods than

formerly (and, pursuing the suggestion of the above, less on

them and their substitutes together) will the amount avail-

able for other expenditure be increased.1 In this case, the

decreased demand for the goods may well mean that the

1 The terms of exchange of imports for exports may be modified as a result

of duties or bounties on import or on export. The investigation of the results

would follow lines briefly indicated at the end of Chapter XIII.
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domestic producer, having captured the market for himself,

finds the outlet for his goods as seriously limited by the high

price as it was by competition of imported goods.

The effect, on other industries, of the decrease of

purchasing power available for exchange against their

products, is in some cases serious. Thus, if, in a community
where a large proportion of the people have barely more
than enough to live on, the price of food is kept high through

restriction of supplies from abroad by a high import duty,

the producers of all the other goods which a prosperous

people might buy find the market for those goods limited,

owing to the small margin left after the purchase of the

necessary supplies of food. Food accounts for half of the

expenditure of large classes, and it is, therefore, clear that

its price is a matter of prime importance to others than

those most directly and obviously concerned. Moreover, the

relation between the level of money-wages and the cost of

living is of importance. If living is dear, wages must be

higher than if living is cheap. This consideration does not

entirely destroy the force of the preceding, for wages do not

fall by as much as the cost of living when living becomes

cheaper. Hence the wage - earning classes have a great

immediate interest, and an important ultimate interest, in

cheap food, while the employers of labour have a considerable

apparent interest, and, indeed, a considerable real interest, in

the cheapness of the food of those whom they employ. Thus
the growing strength of opinion, in England, towards the

middle of the nineteenth century, in favour of free trade in

corn can be understood, apart from the pressure of famine

which hastened the triumph of the policy of free trade.

Employers of labour in the developing manufacturing

industries of the country found their interests opposed to

those of the land-owning classes, both as employers and as

sellers of manufactured goods. They desired to produce

goods at a low money cost, and to have a profitable demand
for those goods at home as well as abroad. In England, at

that time, protection meant import duties on food products,

and that in spite of the long list of manufactured articles

subject to duty. The real weight of the tariff lay in

17
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protection to agriculture. In comparing the strength of the

sentiment in favour of free trade in England, at that time,

and elsewhere at any time, this circumstance must be borne

in mind. In Germany and the United States, for example,

especially the latter, the weight of the protective tariff is

found in the duties on manufactured articles. Hence the

same argument cannot be applied to these cases, or will

not apply with equal strength to conditions so essentially

different.

When considering the weight of the argument, for

protection to industries at their nascent stage, in the light

of experience, the industries of the United States, or some
of them, are often referred to as demonstrating the power of

protection to establish industries on a sound basis. Some of

the previous remarks, as to the obstacles to the removal of

tariffs when they have become unnecessary, and when they

afford opportunity to maintain prices at a higher level than

is needed for reasonable profit in the industries, or than

would be maintained were imports free, an opportunity

which is not neglected, may be held in mind with advantage.

But, in addition to this, the obstacles to the growth of

industries in localities favourable to them, in the active and

unrestrained competition of well-established industries of the

same class elsewhere, are seen not to be insurmountable.

The internal development of the United States may afford

some illustrations of the aid rendered to struggling industries

by protection, but it also affords illustrations of the ability

of industries to struggle through initial difficulties in the

face of entire freedom of internal trade. The expense of

transportation is the only obstacle to the competition of the

industries of different parts of this vast territory against

those of other parts. If the infant industries of the country

needed, or need, protection against the established industries

of Europe, how is it that infant industries in some states

survive without protection against the established industries

of other states ? The theoretical argument in favour of the

protection of infant industries is worthy of careful attention,

but needs discriminating application in the light of actual

experience.
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One point in the foregoing argument needs some further

attention. It was urged that the action of the govern-

ment in encouraging the development of special industries

practically diverted to them capital and labour which would

otherwise have found employment in other domestic

industries. It was pointed out, in discussing the encourage-

ment of enterprises, such as the construction of railways, by
guaranteeing the interest on the capital invested, that such

a guarantee might induce the investment in a country of

capital which would not, otherwise, have been invested

there. Similarly, the institution of an import duty on

specified goods may induce the investment of capital in the

production of such goods within the country, capital which,

otherwise, would not have been invested in the country at all.

There are instances where capital and labour have both been

transferred to the protected area, attracted by the opportunity

of profit thus presented. By this is meant that, in place of

providing for renewals and extensions of appliances outside

that area, the capital which would have been so used is

employed in setting up new appliances within that area, and

that labour of the required degree and quality of skill is

attracted in the same way as the capital. A diversity of

industry is thus secured within the protected area. To
estimate the advantage obtained, we need to know how far

this capital and labour would have been attracted, by the

general industrial opportunities of the country in question,

had the special industry not been rendered profitable through

the operation of the tariff. This is difficult to determine in

practice. So far as the dearness of the particular product is

concerned, it forms a disadvantage to all industries in which

it is a raw material, and indirectly raises prices of other

goods, thus diminishing the real value of wages in so far as

they are spent on goods whose price is affected. In

producing for export, especially, such dearness is a disadvan-

tage. The net advantage is what we are really concerned to

know, but the gross advantage is the feature that attracts

attention.

If the industries of a country be allowed to develop freely,

the resources which offer the greatest immediate profit will
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be those principally developed. Thus, by exporting the

products of the industries which depend on these resources,

the exploitation of less productive resources will be

restrained. Should the first class of resources be such as

are exhausted by use, as in the case of mineral deposits,

this exhaustion is encouraged by freedom of importation of

other products. Were it made unnecessary to import such

other products, the export of the exhaustible material of

industry might be checked, to the ultimate gain of the country.

This conservation of natural resources would be a reasonable

policy. It must be remembered, however, that the con-

ditions of industry change. What appears indispensable at

one stage may be less so than is imagined, in virtue of the

advance of scientific knowledge and technical skill, while, as

has been already seen in another connection, there are not

a few cases in which unsuspected sources of wealth are

discovered, so that the exhaustion of those previously known
loses some of its importance. This principle of the

conservation of exhaustible sources of wealth must not be

made the basis of an argument, in which the exports which

are checked by restricting imports are dependent on

renewable resources. In fact, while the contention is

applicable to particular cases, it does not form an argument
for indiscriminate reliance on protective duties.

It is also urged that a policy of protection affords

increased employment for labour and tends to raise wages.

In so far as the level of wages depends on the effectiveness

of labour, the attraction to industries in which labour is not

effective enough to make them profitable without protection

would appear to tend to the reduction of the general effect-

iveness of the labour of the community, and thus to a re-

duced average level of real wages. So far as the contention

is based on the increase of home demand for goods of

domestic production, through the exclusion of foreign goods,

it must be remembered that the raising of the general level

of cost of production, through this reduction of efficiency,

must check the foreign demand for domestic products, and
thus go far to offset any stimulation of home demand, if it

do not more than offset it. The maintenance of free trade,
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too, has not reduced the level of wages, in countries practising

it, to that of low-wage competitors. Wages in England

stand at a relatively high level, in spite of the unchecked

admission of the products of countries with lower wage-rates.

What such competition does stimulate is the rendering of

labour cheap, but that is able to be done on a large scale

by improvements in organisation and the introduction of

efficient machinery. In fact, cheap labour and high wages

are quite consistent. Products are not necessarily cheap

because made by labour which earns low wages. Whether
they are so or not depends on the nature of the product, and

on the economy of organisation of the industry which pro-

duces it.

High nominal wages are said to necessitate protection

for their maintenance. In so far as the preceding statements

and arguments do not cover this contention, it may be ad-

mitted that the abandonment of protection would reduce

wages in some employments faster than it would reduce the

cost of living. Perhaps this effect might be felt widely for a

time. But the reduction of prices which would be effected,

and which, when felt in some lines, operated as the cause

tending to depress wages, would extend to lines where it

would affect the purchasing power of wages, and thus tend

to maintain real wages, though nominal wages were re-

duced. The redistribution of industrial resources, following

on the readjustment of relative values consequent on the

abandonment of protective import duties, would involve a

readjustment of wage-levels, so that some industries would

experience a fall, others a rise, in real wages. The question

at issue is whether the high nominal wages of specially

favoured industries arc worth the cost to the community
which they involve.

It will be seen that the strength of the case for protection

is found in the desirability of developing some national

resources not yet fully, if at all, exploited, and which will

become a source of net wealth to the community when
developed. However presented, in fact, the really sound

economic arguments for protection are various presentations

of the case for aiding infant industries, and unborn infants



262 ECONOMIC PRINCIPLES

with the rest. When a country has reached a stage of

advanced industrial development, the difficulties attending

the establishment of new industries are much less important
than in countries whose industrial resources are at but an
early stage of exploitation. Capital is usually abundant, and
skill of all kinds is to be had at relatively moderate rates of

remuneration. If varieties of skill are demanded which the

country cannot supply, it is probable that a related kind of

skill will be available, which, if combined with intelligence,

can be adapted to the purpose in hand. Hence, the applic-

ability of the infant industry plea to countries of advanced
industrial development is not general. It has been already

pointed out that, in putting it into practice, even where the

conditions give it greatest presumptive applicability, great

discrimination is necessary.

The economic argument is not the only one which has
weight in the controversy between the advocates of free

trade and of protection. Questions of national strength

must be given consideration as well as questions of national

wealth. The former depends, in modern times at least, on
the latter to a great extent. Yet there may be some
industries, such as those engaged in the manufacture of

munitions of war, including war-ships, the establishment of
which within the country is a necessity, and in reference to

which the fact that foreign supplies could generally be
purchased cheaply would be assigned little weight. Some
occupations which are related to the fighting strength of a
nation have received special encouragement on that account.

Thus, the fishing industry has, at some times and in some
places, been fostered as a means of securing a kind of

reserve from which ships of war could be supplied with
crews, composed of suitable men not entirely strange to life

on the sea. The encouragement of rural occupations has

been similarly urged, as affording men of superior physical

endurance for the army. These policies involve questions

of fact and technical detail which make them somewhat
unsuitable for discussion here. Another instance, where like

considerations have been urged, is that of the supply of food

to a population predominantly industrial. The danger of
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interruption of food-supply in war time is one on which

experts are not agreed. It may be remarked that, to pro-

vide England with food, for her present population, from her

own soil, would require a thoroughness of cultivation which

would probably raise its cost very greatly. The choice

must, apparently, be made between industrial development

and an agricultural development such as would mean a

great decrease of the value of the annual product of the

nation. Whether the less expensive insurance against war
dangers would be found in such a change in type of the

dominant industry, or in the maintenance of a navy adequate

to guard the avenues of commerce, is the question which

needs an answer. In making these remarks, it is not sought

to deny that advantage would probably arise from some
scheme aiming at retaining more of the population in rural

surroundings. But the scheme need not have a protective

tariff as an essential feature.

A brief reference will be sufficient to the view that a

country suffers, by following a policy of free trade, because it

is not met by a like policy on the part of its neighbours. It

is true that, to realise the full advantages of international

exchange, freedom from restriction on both sides would be

needed. If it can be proved that freedom of trade is a net

benefit to the country adopting it, its abandonment cannot

cease to be a loss because the amount of that net benefit was
smaller than it might have been under reciprocal free trade.

To have freight charges reduced to a negligible amount
would be an advantage, but it would be unreasonable to

establish a system of import duties as a defence against the

fact that transportation involves expense. Yet the imposi-

tion of a tariff, because a corresponding impediment to

exchange is interposed by other governments, would be a

not unlike proceeding to that named.
If, however, the contention is that, by imposing duties, a

bargain for their abolition by mutual agreement is facilitated,

a different case is presented. If this policy of retaliation be

judged by its practical results, it will not appeal with

convincing force.

One feature in connection with it, however, may
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be named as bringing out another of the arguments

advanced on the side of protection. It is that import duties

are necessary, to secure a steady market for domestic

producers, when protection is the policy of powerful

industrial nations. These nations exclude from their markets

certain classes of products, and their domestic output of

these products is swollen to the extent of the requirements

of their domestic markets at normal, or even to those of

busy, times. When the home demand falls off, the price in

the domestic market is not correspondingly reduced, neither

is the output reduced in proportion to the reduction of

domestic requirements. The excess, which is not absorbed

by the home demand, is exported, and may be sold at a

price as low as its prime cost of production (see p. 59)

without involving actual loss to its producers. The country

which, while producing such goods for itself, has no duty

on their importation, offers a favourable market, and its

producers are liable to find themselves undersold at such

times. To any reduction of the profitableness of their

business which dull times may bring, is added the ruinous

competition of the surplus produce of a protected neighbour.

The neighbour's import duty checks them from competing

in his home market, and thus, by forcing prices down there,

reducing the inducement to slaughter a surplus elsewhere.

Were an import duty in existence in this second country,

the offer of goods in its market at the equivalent of the

prime cost to their neighbours, with cost of carriage added,

would be restrained, since it would involve a positive loss

of the amount of the duty. If the uncertainties of a business,

under the conditions considered in the absence of a duty,

induce producers to abandon their enterprise, the result to

the consumers in this second country will be that, when the

neighbour has an active home demand, they will only get

supplies at a high price, and when he has a slack home
demand, they may get them at a low price. May not a steady,

or fairly steady, price, even if higher than would be maintained

in the absence of a duty on the goods, be preferable to, and
not more burdensome than, such a fluctuating supply and
price ? Further, can such a state of things be secured ?
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The case presented above is that of a country

offering a practically sole convenient market for the excess

of the products of other countries over their temporary

domestic requirements. It is frequently assumed, in pre-

senting this case, that it is profitable to provide appliances

capable of meeting the full demand of active trade, and, in

dull times, to have them idle or producing goods which

cannot be sold for the total cost of their production. It is

true that the increase of appliances for production is often

determined by exaggerated estimates of future demand, and

that the situation considered is thus brought about. The
degree of instability of supply and price which results will

be dependent on the relative industrial strength of the two

nations considered, so that the force of the plea for protection

varies also.

One further consideration may be alluded to. It is that

the danger of stagnation is reduced where the stimulus

of competition from" foreign producers, as well as from

compatriots and neighbours, is applied. Where there is the

ability to meet such competition, its effect is not wholly

depressing. Difficulties which can be surmounted, and

which are not vexatiously interposed, are not likely to be

fatally discouraging. The confidence that exertion is

superfluous is one of the influences tending to reduce the

power of effective exertion. The call for constant watchful-

ness, and for the exercise of persistent ingenuity, to meet

the competition of other countries in neutral markets, needs

sometimes to be emphasised by the realisation that the

home market is not unassailable. England owes not a little

of her present industrial strength, and may owe more in the

future, to the healthy operation of this competitive stimulus.

Tacit or explicit agreements may remove the necessity for

strenuous exertion to meet the competition of home
producers in home markets, but such agreements are less

readily made when foreign producers are in question. This

consideration is becoming of increasing importance as the

aggregation of businesses under a unified management
becomes more prevalent.

1 before concluding the chapter, it is necessary to point
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out that the conception of free trade does not involve the

absence of all import duties. The spirit of the policy may
prevail even where many such duties exist. In some

circumstances, it may appear desirable to raise public

revenue by means of duties on imports, rather than to adopt

any other means. When this is done, the rule of " an equal

field to all " is not transgressed when the goods on which the

duties are imposed are not produced in the taxing country.

If the local circumstances render them incapable of being

produced there, or only at an extravagant expense, the rule

is obviously not transgressed, for no producer is put on a

better footing than others. If the goods be produced in the

country, and an excise duty, equivalent to that imposed on

imports, be levied on the domestic product, the same holds.

The former case is illustrated, in the English system, by

tea or coffee, the latter by spirits. These are, practically,

charged with consumption duties, levied as import duties, or

as import and excise duties combined.

The circumstances may render the levy of such excises

impracticable, and yet practical exigencies may demand that

revenue be raised by means of duties on imports. These

duties are, under the conditions considered, necessarily

protective whenever levied on goods similar to domestic

products. A revenue duty should be at, or below,1 the rate

which yields the greatest revenue obtainable: a protective

duty would preferably be made so much heavier than this

as to check the importation of the taxed goods, even though

revenue were seriously diminished as a result. If, then, the

rates charged, and the commodities selected for taxation,

are arranged so as to give the maximum of revenue with the

least difficulty possible, the general purpose of the tariff as

a revenue tariff will be clear, and its incidental protective

features, though they may be injurious, will be accepted as

due to fiscal exigencies rather than to a particular industrial

policy.

1 Below, so as to permit of ready increase of revenue, in case of need.



CHAPTER XVII

GOVERNMENT INTERFERENCE : TAXATION

THE discussion of the desirability of a protective system

is, in strictness, only one part of a general enquiry

into the relations of the government of a country to its

industry and trade. What kind and degree of interference

with private enterprise in the development of the resources

of a country is desirable? This is a subject of too great

scope to be handled within the limits of this chapter, so that

the reference to it will be confined to a few general considera-

tions. The broad principle, that those whose livelihood

depends on their success in discovering, and putting into

practice, the best forms of industrial organisation and the

most profitable resources to which to apply their energies,

are the more likely to succeed the less they are interfered

with by officials of the government, may be accepted as a

starting-point. So far as it applies, it rests on the reasonable

assumption that men will do more to secure gain or avoid

loss for themselves, than to benefit, or to protect from injury,

the community of which they form part. Consequently they

are more likely to discover for themselves what offers the

best prospect of profit, how values may be produced sufficient

to more than offset the expenses of production, than are the

officials, who act on behalf of the government, to discover it

for them.

But the private advantage of one individual may be

secured only at the cost of injury to others, and those others

may be incapable of judging of their own best interests.

Those who arc injured, too, may not suffer, as individuals, an

injury of sufficient importance to warrant making the effort

to ward off that injury. The interests of all those injured
207
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may be of an importance far outweighing the correlative

advantage secured by those who gain ; common action, by
voluntary co-operation to resist the infliction of the injury,

may not be capable of being secured in any other way than

by action of the government on behalf of the majority of

the governed. There are, too, not a few cases in which the

assumption that individuals know best what is to their interest

is obviously not justified by the facts of the case.

An illustration of the latter point is afforded by the case of

the insane and feeble-minded. To permit such persons to

exercise liberty of contract would be to give them the right

of inflicting injury on themselves, and on others, without any

counterbalancing advantage. The position of children is an

even better illustration of the desirability of limiting freedom

in some cases. Children are incapable of judging the effects

of acts, and are also, in general, subject to the influence of

others whose interests conflict with those of the children.

Restraint on the acts of children may, therefore, be econom-

ically justifiable because they lack the power of sound

judgment as to the adaptation of means to ends, and may
be expected to use unrestrained liberty to their own hurt.

Further, restraint on the acts of parents or guardians in

reference to children is often justifiable, on the ground that

the acts of such parents or guardians are apt to be dictated

by considerations of apparent present advantage, and that the

advantage they seek is their own rather than that of the

children in too many cases. The interests of the community

are concerned with the future of the children quite as much
as their present or that of their parents or guardians, and

interference in that behalf is likely to yield a balance of

advantage where similar interference with adults, on their own
behalf, would be inexpedient.

Such interference often takes the form of requiring the

child to devote its time to education, instead of to industrial

employment, until the attainment of a certain specified age.

This limits the freedom, not only of children, but of parents

and of employers. Present product is sacrificed in the hope of

securing a largely increased productive efficiency in the future.

Wealth is consumed in producing an instructed populace
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instead of a greater volume of the material means of produc-

tion. This is certainly a fundamental breach of the principle

of non-interference, but experience shows that the end

sought could not be secured without such interference, since

parents in general do not sufficiently realise the value to

their children of an adequate education, or are unable or un-

willing to make voluntarily the sacrifices needed to procure

it for their children.

The same reasons, which justify interference on behalf of

children may be applied to the case of women engaged in

industry. In respect to hours and conditions of employment,

restrictions are commonly imposed where women and
children are concerned.

In other cases, there exist natural hindrances, to real

freedom of contract, of a somewhat different character to

those which affect persons whose age implies a lack of

knowledge and judgment in regard to the nature of the

contract, or whose age or sex implies subjection to the

dictation of others in regard to the contracts entered into.

This case may be illustrated by the provision of English law

in regard to dwellings let at rentals below specified limits.

It is assumed that the contract includes an undertaking on

the part of the person from whom the dwelling is hired that

it is fit for habitation. In view of the incapacity of most
hirers of houses to judge of such matters as the soundness

of plumbing which cannot be seen, and of other matters of

which use alone affords a basis of judgment, and of the fact

that the contract of hire precedes the use which can reveal

defects, the imposition of an obligation to maintain a reason-

able standard in such matters seems not to interfere with real

freedom of contract. A contract, as to important terms of

which one of the parties to it is necessarily ignorant, does not

possess the characteristics which establish a claim to allow its

adjustment to be settled by the parties directly concerned,

without interference. Moreover, in the case selected for

illustration, another feature calls for attention, exemplifying

a further class of cases where restrictions on freedom of

individual contract are defensible. Though the owner and
hirer of a house are the persons most directly concerned in
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questions relating to the construction of the building, the

neighbours, or the entire district surrounding it, would be

liable to be affected by any serious defect in construction

likely to constitute it a centre at which infectious disease

might develop, and from which it might be propagated

among innocent persons. To all intents and purposes these

become parties to the contract, and may claim to insert in it

provisions securing them from injury, and to exercise super-

vision, as to the protection of their interest, through the local

government authorities of their district.

One further point may also be illustrated by reference to

this same example. There are not a few cases in which

a society may benefit if all its members follow a certain

line of action, while such action on the part of isolated

members of the society, the rest neglecting to co-operate,

would not yield sufficient advantage to justify the expense

or trouble involved. The cleansing of city streets is a case

in point. If each of the inhabitants of a street cleanses the

portion in front of his premises, the whole street gains at a

trifling cost to each. If only one here and there takes such

action, the neglect of his neighbours almost nullifies the

advantage resulting from his effort or outlay. An ordinance,

compelling each to care for his own share of the work, would

secure to each sufficient advantage to warrant his outlay,

if all the others were compelled to do their shares. But the

same end may be attained, perhaps at less cost and with

greater efficiency, if each contributes to the cost of the

necessary cleansing, and the cleansing is carried out by

contract or by a department of the local government. Since

the loss to an individual who neglected to do his share of

the work, or cause it to be done, would be small in case his

neighbours all attended to their shares, compulsion may be

necessary to secure to all the advantages of uniform action.

This last instance illustrates a considerable class of cases in

which the advantage of the community is best secured by

common action through a government agency. When each

would gain from a certain line of expenditure more than the

equivalent of his share of the cost, while none would gain

so much as to make it worth their while to undertake the
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expenditure on their own account, government enterprise

finds its justification. Sometimes this principle is extended,

and a balance of general gain, over the cost involved, is

considered a sufficient justification for compulsion, of even
large minorities, to share in an enterprise which benefits

them less than the equivalent of their share of the cost.

It is not proposed to discuss here what line should be

drawn between the fields of private and public enterprise.

The relative efficiency of public enterprise, at any time or

place, is an important factor in determining where that line

should be drawn. It is sufficient for our present purpose

to be able to recognise that there is a considerable range of

services, and some commodities, which are provided by
government enterprise, and that other government action is

desirable in the general interest. Government control or

supervision implies expense, and this expense needs to

be met by an income. Though the province of government
action were confined to administration, defence, police and
justice, provision and maintenance of highways and sewers,

and the lighting of the streets, a considerable public revenue

would be required. When there is included a water supply,

public libraries, museums and parks, and public schools,

even if the larger field of street tramways, gas and electricity

supply and the like, be not covered, the services of the agents

of the government afford a far from insignificant part of

the satisfactions purchased by the average citizen in exchange
for his money income.

In some cases, as with a gas supply, for example, the

mode of exacting payment may be the same whether the

supply is provided by public or private enterprise, namely,

through the agency of a price for the commodity. The
determination of this price will, however, not necessarily be

the same in the two cases. Even if there be not the

distinction between private enterprises competing with each

other and a government monopoly, the point at which the

price will be fixed may be different. The difference may,
ofcourse.be due to a difference in efficiency of the two
forms of enterprise. But, putting this aside, as capable of

separate examination, the private monopolist may aim
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purely at securing the greatest money surplus of income
over expenditure : the public monopoly may be administered

either with this same end, or with the end of yielding its

advantage partly in the provision of a supply on cheaper

terms, and only partly, if at all, in the net income yielded

by the enterprise. It is maintained by some that the price

should be arranged so that the profit, over and above the

interest on borrowed capital, should be maintained at a

figure closely approximating to zero. It is to be observed

that the whole community, in such a case, takes the risks of

loss associated with the enterprise, while, when this last

policy is followed, only those members of the community
who consume the product in question share in the advantages

of the enterprise. If the policy sometimes advocated, of

providing, by public enterprise, commodities like tramway
services at prices below their cost, be followed, there is

afforded a more extreme instance of placing the burden of

cost on one body of individuals, and giving the advantages

purchased to another body. The latter body only comprises

a part of the former, and may include many who do not

share in the risk and expense.

When we turn to other classes of public services, other

principles of sharing the expense may be adopted. In such

a case as street cleansing and lighting, it might be argued

that the sharing of expenses should be in the same pro-

portion as in the case of requiring each householder to do
his own share of the work, or to cause it to be done. The
street area immediately adjoining the property owned or

occupied by any citizen (we do not stay here to inquire

whether ownership or occupancy should be the test) would
then form the measure of the charge imposed on that

citizen in respect of such services.

But the interests of each in matters of this kind are not

wholly gauged by such a measure. In the case of water-

supply, for example, it is, for some purposes, desirable to

impose a charge of the nature of an ordinary price for the

supply. But the community is also concerned to secure

that an adequate supply of water shall be given to, and used

by, its poorer members. The charge by quantity used may
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restrict the use of water for sanitary purposes, and thus the

ends in view may be better served if the supply is not

afforded on a basis of price, with a reduction for supply on

a large scale. In fact, large users may find it to their real

advantage to pay at a higher rate for their supply than is

charged to the inhabitants of the overcrowded dwellings of

the poor.

In the matter of other government services, such as those

of the police, general defence and the like, no measure of the

amount of service rendered to each can be applied, and thus

no price in the ordinary sense can be fixed for these services.

The distribution of such charges has to be determined. In

other words, not merely are land, labour, capital, etc.,

claimants for a distributive share in the annual available

output of wealth in the community, but the government is

also a claimant, in respect of the expense of rendering

services which are not paid for in prices charged for the

services or products yielded. This share of the government

is claimed and yielded in the form of taxation, and the

problem now before us is to consider how the burden of

taxation ought to be distributed, for here it is a case of what

ought to be, rather than, as in the case of ordinary prices, what

results from the action of the forces known to be in operation.

The problem of equity in taxation has two sides. The
one is the determination of what aggregate amount of

taxation each individual ought to be called on to bear. The
other is the consideration of the distribution of burden

brought about by specific forms of taxation, so as to choose

such forms, and to use those forms in such degrees, as to

yield that distribution which has been determined on as

equitable. A connected question is that of the proper limits

of government services for which taxation is to provide the

means of covering the expense. How much government

services the community can afford is a question of the same
order as how much food a citizen can afford. The restriction

of expenditure on government services to such limits as are

reasonable, in view of the total resources of the community

available for all purposes, is obviously as worthy of attention

as the mode of providing for such expenditure.

18
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In dealing with the first of the aspects of equity in taxa-

tion, named above, it is to be remembered that, in modern
social conditions, the services of government are a matter

of prime necessity to every citizen. The wealth he owns,

the revenue he enjoys, even life itself, depend on efficient

administration of well-devised laws. The total utility, then,

of the services of the government to the citizen is measurable

only by the total of his possessions, which are secured to him
through the operations of the organs of the government.

But, as in reference to the necessaries of physical life, it is

their marginal utility rather than their total utility which is

the measure of what is given for them, so, in reference to

these necessaries of social life, the relative importance to

different persons will correspond to the marginal utility of

the services of government to each. This same conception,

extended to cover the aggregate of citizens, gives a standard

by which to judge of the point raised at the end of the last

paragraph, namely, the amount which it is reasonable for a

society to devote to government expenditures.

The view has sometimes been supposed to commend
itself, that a fair contribution to taxation is secured when
all citizens pay equally. As each owes everything he has

to what the government represents, in the maintenance of

law and order and in security from external violence, each

pays justly when each pays equally with his neighbours.

This would certainly be reasonable if all citizens were roughly

equal in wealth, or in revenue, or both. In any state of

society where wealth is distributed with approximate equality,

the services or payments, required for the general ends of

the society as an aggregate, would be equal from each

member of the society. But where wealth is distributed

unequally, there is a consciousness of inequality in such

equal distributiom of public burdens. Whether clearly

conceived, or only operative as a vague idea, the differences

in the marginal utility of the services of government are felt

to make equality of burdens, in the sense here described, an

unjust distribution of those burdens.

In passing, it may be observed that the suggestion is

sometimes urged that the recipient of government services
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on a wholesale scale might fairly receive some reduction of

charge, as compared with others. Further, the owner of

great wealth sometimes does much to secure for himself, at

his own cost, the guarantees of peaceable enjoyment which

are provided for others by general expenditure on government

services. Might not this entitle such wealthy men to make
a smaller contribution than the amount of their wealth would
otherwise require? So far as a satisfactory solution is

possible, it is suggested that the same test, of the marginal

utility of government services, does not give any general

support to these proposals.

Passing from that conception of equity in taxation which

finds it in equal contributions by each of the contributors,

we find it suggested that each is bearing his just burden

when each pays in accordance with his ability, that is his

power to bear tax burdens without being crushed by them.

This test, again, is not easy to apply without some
satisfactory conception of how the ability to bear burdens is

to be measured. Shall wealth be the measure, or revenue ?

Or, shall the test of equality of burdens be afforded by
considering the sacrifices involved in bearing them ? This

last test, that equality of burdens means equality of sacrifice

imposed in their support, seems the most satisfactory, but

requires some further examination. We have already dis-

posed of the idea that, when wealth is unequally distributed,

equal amounts of tax burden mean equal sacrifices for all.

The next proposal to consider is that the principle of equal

sacrifice leads to taxation in proportion to wealth or revenue.

The latter, revenue, rather than the former, wealth, is the

better test when equal revenues are derived from unequal

amounts of wealth, and, in any case, in view of the fact that

large amounts of revenue are received as the reward of

personal service, wealth and revenue have to be compared in

some way as indices of tax-bearing power. To estimate

wealth according to the revenue it yields, and deal with

revenue alone ;is the measure of taxable ability, is the best

method. As taxes are recurring payments, in the main, they

are properly considered in relation to revenue rather than to

the capital or other source of revenue. In exceptional cases
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special tax levies may be needed for purposes of non-recur-

ring expenditure, and the distribution of the burden of such

levies may properly take accumulated wealth into considera-

tion, as affording a measure for justice in its allocation.

Does the distribution of tax burdens in proportion to the

incomes of tax-payers realise equality of sacrifice ? In one
point the general answer has been in the negative. The
poorest class of the community may, by such a sacrifice, be

made to seriously trench on the necessaries for efficiency, or

even for existence itself, while the rich sacrifice at most some
part of the funds which would have procured additional

luxuries, not reducing in any perceptible degree their

productive efficiency. Further, if the society have any such

institution as that of relief of the indigent poor from public

funds, to impose burdens by taxation may do little more

than create the need for assistance from such public funds,

so far as members of the poorest class are concerned. Other

questions of public policy, as well as considerations of

justice, therefore, require some modification of the rule of

proportionality of taxation to revenue. The minimum
necessaries for existence, if not for efficiency, should be

untouched by taxation. This modification gives the

practical test of equity in the form that the tax burden

ought to be proportional to revenue, but that, where

revenues are below a certain minimum, there should be

exemption from taxation. This rule, however, introduces

obvious inequity at the margin where exemption ends and

taxation begins. Moreover, if it be only an excess of

revenue over what suffices to provide for the necessaries of

life which indicates an ability to bear taxation, should not

that excess, rather than the whole revenue, be the measure

of the just tax burden ?

The further suggestion has recently been made that, in

place of a single minimum of exempted revenue, there are,

properly speaking, corresponding amounts of revenue for

various grades of society. In the case of the smaller

incomes, the necessaries, the provision for which is the basis

of claim for, and the measure of, exemption from taxation,

are necessaries of physical existence almost exclusively : as
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incomes increase, there is a corresponding expenditure, on a

larger scale, needed for the maintenance of efficiency, and
the amount of such expenditure grows as revenue grows, in

general, reaching, perhaps, a maximum, but this maximum
will be likely to be far in excess of the minimum.

May not the claim be made for a deduction of such a

varying amount, to provide for necessaries, before taking

income as the measure of tax-bearing power for all grades

of income ? If the claim be admitted, then the equitable

share of taxation falling on any tax-payer will be propor-

tioned to the remainder of his income after the deduction,

from its total amount, of the allowance for maintenance

proper to an income of that magnitude.

The admission of the propriety of proportioning taxation

to something less than the full income practically leads to a

claim that taxation may properly be, not proportional, but

progressive, for the method of deduction here considered,

though given the name of degressive taxation, may be

adapted to produce just such results as may be obtained by
making taxation bear a constantly greater proportion to

revenue as the amount of revenue increases. To secure this

by the degressive method, it is only necessary that the

deduction allowed should represent a smaller percentage for

large than for small incomes.

The general ground of the claim for progressive taxation

is found in the belief that the sacrifice of the same percent-

age of incomes of all sizes involves a larger sacrifice for

possessors of small incomes than for those whose incomes

are large. The degree in which the sacrifices differ is,

however, not easy to determine, and proposals for progress-

ive rates of taxation are necessarily lacking in definitencss,

so long as some basis for the rate and limits of progression

is not provided. The form of application of the progressive

principle above sketched offers more security for the recog-

nition of reasonable limits, than the simple progression of

rates of tax as incomes increase by stipulated stages. The
reduction of the degree of arbitrariness in the application of

the principle removes an obstacle from the consideration of

the principle on its merits.
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It is to be noted that the above outline discussion deals

with the proper measure, or test, of just distribution of tax

burdens as a whole, not with the lines along which specific

taxes should be designed. The most satisfactory conception,

though one not easy to reduce to practical application, is

that the marginal cost, to the tax-payer, of the government

services for which taxation pays, should correspond with the

marginal utility to him of government services. The
compulsory nature of tax payments would, in that case, be

matter of form rather than an element modifying the

relation of cost to value. Now the marginal utility of his

disposable resources, say of money for convenience, to any
citizen tends to be the same for all lines of expenditure, for

otherwise advantage would be realised by the transference

of some part of the outlay from one line to another. The
reduction of income freely disposable must raise the marginal

utility of that which is left. If the changes of marginal

utility, for different grades of magnitude of income, due to

the devotion of a part of income to the payment of taxes,

are such as to raise the marginal utility in greater proportion

in some cases than in others, the desired equality of sacrifice

is not secured. In view of the fact that, of large incomes, a

larger part is commonly devoted to non-necessary expendi-

ture than is the case with small incomes, it is probable that

the rise of marginal utility proceeds at a slower rate, for

equal percentages of reduction of income, in the former than

in the latter class of incomes. If this be so, it will be a

ground for a larger percentage levy on large than on small

incomes. The degree of the increase in percentage, however,

will not be proportional to the magnitude of the total

income, and may be very much less than proportional to it.

If taxation were so distributed as to leave unchanged the

proportions of the marginal utility of money to the recipients

of incomes of different magnitudes, the tax system might be

said to involve no redistribution of property as an incident

to the raising of the revenue needed to cover government

outlay. It would, however, have the result of dictating the

kind of satisfactions available to each as the equivalent of the

tax payments, and this consideration may serve to indicate an
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important reason for extending the range of services, for

which payment is made in this fashion, only with great

reserve. From the point of view of tax-payers, as already

indicated, the question of importance which would remain

would be whether the marginal utility of government services

was sufficiently high to warrant the extent of deduction from

private incomes needed to cover their cost. Further, the

extension of the principle, of providing through government

action for needs which can be satisfactorily met by private

enterprise, needs to be justified on these grounds, if payment
is to be made by a tax, and not wholly by a charge of the

general nature of a price. As the sphere of government

activity is extended, there is considerable risk of the inclusion

of services notably more necessary to some sections of the

governed than to others, and not essential to some. The
ground for making the payment take the shape of a tax may
be, either that the payment covers services which are essential

to the general welfare, and the allocation of the specific bene-

fits of which, among the participators in those benefits,

cannot be made ; or, that the benefits accrue to all in pro-

portions which make their value to each tax-payer correspond

to his payment in respect of them. This last phrase may be

taken to mean that the extent by which taxes must be

increased, to cover the outlay incurred in connection with

the rendering of a particular class of services by the govern-

ment, may be regarded as the tax payment in respect of those

services.

Where it is deemed desirable to secure, through the

action of government, benefits for particular sections of the

community, and a satisfactory measure of the services re-

ceived can be devised, the form of payment by a price set

on the services, sufficient to entirely cover their cost, would

be more just than payment through general taxation.

Where special classes benefit in special degrees not easily

or precisely measurcable, a greater burden of taxation on

those benefited than on others would be in the direction of

justice. In some cases a compromise may be desirable, as

indicated earlier in this, and in the preceding, chapter, by

which the supply of government services should be rendered
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in return for a price not fully covering their cost, the balance

of cost being covered by general taxation in recognition of a

substantial general benefit accruing from the rendering of

such services to special sections or classes of the community.

It remains to consider by what means the distribution of

taxation can be made to correspond to the conceptions of

equity which may be entertained. For that purpose attention

must be given to the mode in which different interests are

affected by each of the chief classes of taxes.



CHAPTER XVIII

THE INCIDENCE OF TAXATION

IT may be pointed out that taxes are paid by persons,

not by things. When we speak of the taxation of

goods, we mean that a tax is placed on some person or

persons having dealings or relations with those goods, the

amount of the tax being connected with the amount of

the goods and the relation of the person to the goods.

Thus, when an annual tax is collected from (say) owners

of land or houses, the amount of the tax being pro-

portioned to the capital value of, or to the annual revenue

derived from, the land or houses, we commonly call such a

tax by the name of a tax on the land or houses. This

property, however, serves as the measure of the amount of

tax which is levied on persons whose relation to the property

is that of ownership. So with other varieties of taxation of

commodities. The form of the tax must not hide the fact

that the real interest of taxation is a personal interest, and

the question which is of importance is whether each citizen

bears his just share of the common burdens, rather than in

what manner that share is secured from him, except in so far

as the irksomeness of the tax burden may vary with the

manner of its levy. Nevertheless, seeing that the total

amount collected from any tax-payer must necessarily depend

on the forms of taxation which arc employed, it is very far

from being a matter of indifference what those forms may be.

There is one feature, connected with the selection of forms

of taxation, which is of very great importance in this connec-

tion. It is that the tax may be collected from one person

and its pressure be really made to rest on another. This

has already received some illustration in the discussion of
281
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import and export duties (see p. 249, et seq.). In the case

of a duty on tea imported into the country, it is somewhat

obvious that the importer pays the duty, but that he has no

intention of bearing the burden. He expects, and, speaking

generally, contrives to pass on the charge to those to whom
he sells, who pass it on in turn till the final resting-place of

the burden of the tax is on the consumer. Some increase of

the burden is, in fact, generally produced in such a course of

transference from one to another. None of the dealers who
advance, or become responsible for, the duty do so gratuit-

ously, and the charges, made as a recompense for making

such advances, are added to the burden which the duty

imposes on the consumer. In distinguishing between the

original person who pays a tax and those who finally bear

the burden, it is convenient to refer to the former by speaking

of the impact of the tax, the latter by speaking of its ultimate

incidence. The incidence may or may not differ from the

impact. Where it does differ the tax is called an indirect

one, where it is the same the tax is called direct, as the levy

is then made directly from the person who ultimately bears

the burden of the tax. The problems connected with the

determination of the real incidence of various forms of taxa-

tion are among the most difficult problems of economics.

We shall only consider some of the most general features of

this class of problems.

It is useful to examine generally the effect of taxation

of the chief forms of income, namely, rent, interest, wages,

profits. The mode of levying such taxes is of great import-

ance in determining their results, but we shall, for the purposes

of this discussion, assume that the taxes are levied separately

and distinctly on these constituents of income. Take first

the case of taxes on rent. Inasmuch as the amount of rent

is not, as was seen when it was discussed (see Chapter VII.), a

cause of high or low price for the commodity in whose pro-

duction the rent-yielding agent is employed, a tax on rent is

not an influence affecting that price. If the government, for

example, claim ten per cent, of rent, that fact does not

influence the total of the rent or the supply of the commodity
concerned. This latter is, presumably, already arranged on
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a basis calculated to yield a rent larger in the aggregate than

either a less or greater supply would yield. If that be so,

then ninety per cent, of the rent is also greater for that scale

of supply than that same percentage would be for any other

scale, whether larger or smaller. Consequently, the incidence

of such a tax is on the receivers of rents. The total rent

yielded is unchanged, but the proprietors of rent-yielding

property receive only ninety per cent, of the amount instead

of the whole. They cannot improve their position by modi-

fying the total rent-yield, for anything which would add to

it would have been a source of gain independent of the tax,

and cannot, therefore, be brought into existence by the

introduction of the tax. If they adopt changes lowering the

total rent-yield, they will thereby lower their share, viz., ninety

per cent, of that total. Thus the burden of a tax on rent

cannot be shifted. This applies to true rents of all kinds,

whether derived from land-ownership, monopoly rights, or

other sources. It applies in part, too, to quasi-rents, though

the duration of the conditions which give rise to the quasi-

rents is modifiable as a result of such taxation of rents.

The taxation of interest stands on a very different footing.

It reduces the yield due to ownership of capital, and thus in-

fluences the supply of capital. There is reason for believing

that the lowering of the net yield rendered by capital to its

owner would discourage accumulation, and thus reduce the

volume of the supplies of new capital. This reduction of

volume would modify the marginal productivity of capital,

for the application of capital to some of the less productive

purposes would be restrained by the scantier volume of new
supplies. Thus the marginal productivity of capital would

be raised in a way which reduced the total productivity of

industry. This rise of marginal productivity would cor-

respond to a higher loan-value of capital, and thus, at any rate

in part, the burden of the tax would be shifted from the

owner of capital to its users. This shifting would, in the

course of time, transfer the burdens to the consumers of the

commodities in the production of which capital is employed,

that is, practically remove the burden of the tax, on the

revenue yielded by capital, to the consumers of goods. It is
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not contended that no part of the burden would remain on
the owners of capital as such, or that, as consumers, they
would not bear some part of the diffused burden, but that

the chief part of the tax placed on owners of capital, as

receivers of interest, would not permanently remain on that

class of the community.

It is further to be noted that, if the tax on interest do not

fall equally on the interest yield of all kinds of capital, there

will result a preferential investment of capital in forms which
escape taxation, and an avoidance of taxed forms. This will

tend to lower the marginal productivity of untaxed forms of

capital and raise that of the taxed forms, till the net yield to

the owners approaches equality. Further, if land, and the

revenues from land ownership, remained unaffected by a tax

which fell on revenues from capital, and no corresponding

burden were placed on the revenues from land, land values

would rise relative to capital, and the ownership of land would
gain in attractiveness from the investment point of view, so

long as the rise of its value had not counterbalanced the free-

dom from taxation of the revenues derived from it. Inasmuch
as it is practically impossible to subject to equal taxation the

revenues from trade capital, estimated in money, and those

derived from the use of consumption capital, which are, for the

most part, not estimated in that form, the effect of taxes on
interest might be, in part, to encourage the creation and
ownership of consumption capital rather than of trade capital.

Taxation of interest must, in practice, take the form of

taxation of revenues derived from the ownership of capital,

and is likely, therefore, to touch some other classes of revenue

in addition to interest. In the degree in which this occurs,

the practical problem is but partly covered by the above
considerations.

The particular class of revenue most likely to be included

with interest is the remuneration for risk-taking. In so far

as a reduction, in the gains derivable from undertaking the

risks of industrial and other business operations, would
operate to diminish the willingness of owners of capital to

accept the risks, the taxation of profits would tend to divert

capital and enterprise to the less risky openings for their
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employment. This would increase the competition in such

lines and operate to reduce the general return to capital, and,

in the way already noticed, as a check to the rate of accumula-

tion, with such consequences as have been suggested above.

The taxation of profits, therefore, except in the degree in

which they proceed from monopoly, or from rent-yielding

differential advantages in production, is not, in the long run,

taxation the burden of which remains where it first falls. It

is gradually diffused over the community as a whole.

Turning to the subject of taxes on wages, the same kind

of problem is again presented. If a reduction of the net

receipts of the wage-earner left unchanged the amount and

quality of his work, and had no influence on the increase of

numbers seeking to earn wages, the burden of the tax would

rest wholly on the wage-earner. He would, in that case,

give as much and receive less, that is to say, less for the use

of himself and his family. In general, however, the influence

of such a reduction in net remuneration would be found in a

reduction in efficiency of the worker. Thus the cost of his

product would be raised, and some share of the tax burden

thrown on other classes. The consumers of the goods would

have to pay more for them, without the entire additional

payment becoming available for raising the remuneration of

the labour. A part of such increased cost of commodities

might go to provide an addition to the labourer's wages, thus

modifying the burden of the tax on the wages. In view, too,

of the fact that the net remuneration of labour influences, in

general, the rate of increase of the numbers of the population,

a gradual modification of the supply of labour might operate,

as in the case of capital, to produce the result contemplated

above, namely some increase of the rate paid for labour, thus

reducing the net burden of the tax so far as the labourer is

concerned, and distributing a share of it among other classes

than wage-earners. In so far as the diffusion of the burden

throws it on consumers as such, the wage-earning classes will

not escape the burden, since they include so large a part of the

consuming public. Whether they, or other classes, will be

most affected, will turn on what kind of commodities are

most affected. If it be commodities chiefly consumed by the
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wealthier classes, these classes will, as consumers, bear part

of the burden of a tax on wages. If it be commodities

chiefly consumed by the wage-earning classes, these classes

may bear as consumers part of the burden which they throw

off as recipients of wages.

As in the case of interest, so also in that of wages,

taxation affecting special kinds of wages only will influence

the distribution of labour in the various industries, and be a

cause affecting the relation of the wages in taxed and un-

taxed employments to each other. As noted earlier in this

discussion, where wages represent the minimum necessary

for existence, a tax on wages would need to be balanced by

some form of dole, whether from funds provided by taxation

or from voluntary contributions. This use of such a form of

taxation would hardly be a wise course. If the proceeds of

this part of a tax on wages are handed back to the payers, as

recipients of poor-relief, waste is combined with degradation.

If the funds distributed as poor relief are provided by
voluntary contributions, from those whose incomes more than

suffice for their needs, the rendering of such contributions

necessary by taxing subsistence wages is, in effect, laying a

burden due to taxation on these contributors.

In considering the effect, produced by taxing wages, on

the efficiency of labour, it must not be left out of account

that what is contributed in taxation is not wholly lost. The
expenditure of tax-revenues, by the governments which

receive them, may contribute to the efficiency of labour as

much as, or more than, labour loses through the diminution

of the part of its earnings left free for personal and family

expenditures. Wherever such a result accrues, the conse-

quences deducible from an assumed reduction of efficiency,

as a result of the tax, must be reconsidered or qualified. A
similar consideration would apply, under like circumstances,

to taxation of the revenues from capital or from land. The

case may be exemplified by a practical instance. If a tax

were levied on fire-insurance premiums, and the proceeds

expended with such efficiency, in reducing the risk of

occurrence of, or damage from, fire, that what was left to

insurance companies of the old rates of premium, after
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deduction of the tax, sufficed to cover the reduced risks, the

imposition of the tax would be no reason for any rise of

insurance premiums.

The tendencies to the transference of- the burden of

taxation from class to class in the community, which have

called for attention in what precedes, would partly disappear

if a system of taxation were made up of such taxes, on the

various classes of revenue, as imposed equal burdens on all

classes. Thus the equal taxation of rent and interest would

destroy the advantage of holding property yielding rent

rather than property yielding interest, or the contrary. The
transfer of part of the burden of taxes on wages to consumers

not belonging to wage-receiving classes, that is to say, to

those whose revenues are made up of rents and interest and

profits, would be checked if these classes were so burdened

by taxation imposed on them that higher prices for the

products of labour led to a serious reduction of demand.

Such a reduction would throw back the burden on labour

in the form of lack of employment, that is, a diminished

opportunity to earn wages. In the degree in which taxes, on

wages, interest, and profits, reduced the supply of labour, of

capital and of willingness to take risks and responsibility,

the burden of taxation would be thrown upon those whose

revenues are derived from agents of production the supply

of which was unaffected by taxation of the revenues yielded

by them. This practically means that, as between the

three classes of revenue named, readjustment of burden

might be checked if the burden on each were such as to

produce the appropriate effect on the supply of the productive

agents concerned in yielding these revenues. As between

this group and receivers of pure rents, the sources of which

continued unchanged in supply in spite of the taxation of

the rents, a shifting of burdens would be possible in spite of

adjustment of the taxation of the different classes of revenue.

For example, land remaining in undiminished supply, and
labour and capital being supposed checked in supply as a

result of taxation, the division of the joint product would be

more in favour of owners of capital and labour, less to the

advantage of owners of land. To produce this result, the



288 ECONOMIC PRINCIPLES

check in supply which the taxation tends to produce must

become actual. If the operation of other influences offset

the restraining effects of the taxation of the revenues arising

from capital and labour, the throwing off of the burden of

taxation will be prevented. The mode of expenditure of

tax-revenue may, for example, do more to strengthen the

competitive position of some classes than of others, and the

ultimate distribution of burdens be modified by this feature.

It is to be observed that no small part of government

expenditure tends, in modern times, to the advantage of

the wage-earning classes. Thus the provision of facilities

for education, such as schools, museums, libraries, technical

institutes, and the like, is calculated to strengthen the position

of wage-earners. Perhaps this strength may be derived even

more from a real increase of productive efficiency than from

a larger power to secure an advantage in distribution. The

effect is of the kind already considered, where the outlay of

the revenues administered by the government does as much,

to add to the advantages of a taxed class, as the exaction of

the taxes does to reduce those advantages. If, further, the

expenditure of public revenues be made in such a fashion as

to occupy part of the field otherwise open for the employ-

ment of private capital, the effect found to follow the check

on accumulation, which is imposed by a tax on interest, may
be reduced or nullified. If the demand for capital be

decreased, the check to supply will not raise the marginal

productivity by so much as if no such limitation were

imposed on the demand, if it raise it at all.

What precedes will have indicated sufficiently that the

final incidence of any tax cannot easily be deduced from a

knowledge of the original impact. If, in addition, we take

into account the fact that individual taxes are quite generally

contrived so as to fall on more than one kind of revenue,

while individual tax-payers quite commonly enjoy revenues

made up of portions from more than one of the chief classes

considered, the difficulties attending the determination of

the distribution of the burden of any actual system of

taxation, among those who pay the taxes, will be obvious.

Yet, in order to attain justice, it is necessary to have some
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knowledge of the proportions of the incomes of different

classes of citizens which are absorbed by tax payments, and

to adopt such forms of taxation as are likely to yield a

result in conformity with the standards of equity which are

recognised, as well as to be convenient from the point of view

of the tax-levying authority.

It is of importance, too, to remember that, though

competition may, after the lapse of a sufficient period of

time, effect the transfer of tax burdens to such classes as

may be indicated in discussions resembling the foregoing, the

burden may, for a long period, be placed elsewhere. It is

by no means a matter of indifference how the first impact of

a tax may be arranged. Even the final incidence is not inde-

pendent of the first impact, on account of the imperfections

of competition, and the economic weakness of some classes

which is one of the causes of such failures to arrive at perfect

competition. The general maxim, that taxes which have

been for a long time in operation have the burdens resulting

from them distributed with a close approach to equity

among different classes, is worthy of particular attention.

It is based on the view that, if any industry be specially

favoured or penalised by the working of the tax, there will

be brought about a transfer of productive power to the

favoured industry, or from the penalised one, making com-

petition keener in the one, less acute in the other, and thus

proportioning the remuneration in each to the efforts and

abstinences imposed by each. This view is certainly a sound

one, though the maxim has not a universal applicability.

To illustrate the imperfection and slowness with which

readjustment of burdens occurs, let us briefly consider some

features of a tax on houses proportioned to their annual

rental value. If the tax be originally imposed on the owners,

it will reduce the profits of house-proprietorship, and check

the increase of rentable property : it will, further, stimulate to

the reduction of expenditure in construction, in order to

meet those who are more willing to accept a house offering

less convenience than able to pay increased rent. In so far,

too, as house building is checked, the demand for suitable

sites will be reduced, and the owners of such sites may
19
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be compelled to accept a lower price for them. The
actual owners of houses already built will have a burden

placed on them, inasmuch as, for the moment, demand for

houses and supply of houses are unchanged, so that rents

cannot be at once raised, and thus the net revenue yielded by
the houses is reduced by the tax. Whether to hold or to

sell, the houses are worth less. The burden is capitalised,

and if owners sell, the new owner will only pay a price which

relieves him of burden, and makes his investment yield a net

return on a level with other investments involving cor-

responding risk and trouble.

If the above results are to be avoided, it must be possible

to raise rents somewhat without losing tenants. But many
tenants will rather accept a diminished accommodation than

pay higher rent, and thus the raising of rent may mean
driving tenants to less convenient houses, or, where that is

possible, to districts where the tax does not apply. If such

removal to other districts be easy, the landlord's opportunity

to recoup himself by raising rents will be practically annulled.

In course of time, as the supply of houses in the taxed

district comes to be adjusted to the new conditions, rents

may rise and afford an opportunity to landlords to recoup

themselves for the taxes they are then paying. This effect

will be slight if removal to an untaxed, or more lightly taxed,

district be easy. Another point of importance is that, as

many houses are held on leases for a period of years, the

opportunity for readjusting the rent does not offer at once,

and thus the burden cannot be transferred to the occupier of

the premises till his lease falls to be renewed, at least.

Suppose, however, that the tax is levied directly on the

occupier. To transfer the burden to the owner of the house

a new agreement for rent must be made. Here we may
emphasise a point not mentioned above. A tenant may find

the inconvenience and expense of moving so great, that,

though equally satisfactory accommodation were available at

a price which would relieve him of the tax burden, he would

prefer to stay where he is and bear the tax. When other

circumstances lead him to move to another house, he will

select that other house with the tax in view, and may be
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able to contract with his new landlord on terms practically

transferring the burden to him. This will be the more likely

if a more lightlytaxed district offer alternative accommodation.

Inasmuch as some tenants are moving at any particular

period, the influence of the competition of the houses of that

other district will be in operation all the time, but circum-

stances hinder the perfect establishment of a market price for

house-hire, and thus the incidence of a tax such as that under

consideration is very greatly affected, for a considerable time,

by its original impact.

In the case of commodities readily marketable, the trans-

ference of the tax burden is much easier and simpler. The
competition of dealers is active. If any possess stocks of a

commodity newly taxed, there is no compulsion arising out

of competition which can prevent them from offering these

goods at the same price as those which competitors must ask

for new supplies, on which the tax must be, or has been, paid.

Thus the consumer finds that the whole supply available is

burdened with the tax as well as its expenses of production.

In so far as the rise of price reduces demand, a modification

may result. If cost of production per unit be unchanged for

a reduced scale of output, the effect of the tax is to lead to a

rise of price equal to the tax, and a reduction of output such

as to adjust the supply to the diminished demand which results

from the rise of price. If the cost per unit fall with a reduc-

tion of the scale of production, the price will not be raised to

the full extent of the tax. The supply will he reduced so

as to correspond with the reduced demand, and the economy
in production which results will help to cover the tax, the

remainder being covered by the rise in price. Should the

taxed commodity be one of which the cost per unit falls as the

scale of production is enlarged, the resulting effect on price

will depend on how the representative producer (see p. 60)

is affected by the tax. It is conceivable that the tax may
be such a disadvantage to small producers that it results

ill enlarging the scale of production of the represent-

ative firm. In that event the effect on price would be

that of the case last considered. If the representative firm

maintain the same scale of production after the taxation of
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its product as before, the case reproduces the conditions of

the constant cost instance. If the output of the represent-

ative firm be reduced, and therefore rendered more costly to

produce, the rise in price must be sufficient to cover this loss

of economy as well as the amount of the tax.

If we are dealing with monopoly, the form of the taxa-

tion adopted will affect the result. A tax on the net

monopoly revenue, proportioned to its amount, will be like a

tax on rent, not capable of transference. A tax on gross

revenue, or on product, however, would afford opportunity for

readjusting the amount of product to the new conditions of

expenses of operation. The maximum net revenue, after the

imposition of the tax, might correspond either to a reduced

or to an enlarged scale of supply. If the supply conform to

conditions of decreasing costs, the results on price have

already been noted in discussing the case of the representative

firm. If the conditions are those of increasing costs, the new
maximum net revenue will correspond to a decreased scale

of supply, with results in price already discussed.

Connected with the subject of taxation is that of national

debts, since a government may frequently choose between

meeting expenditures by increase of present taxation or by
borrowing. Some have criticised the latter method, on the

ground that they conceive it to involve placing a burden,

both on the generation which provides the borrowed funds,

and on that which repays them. For the purpose of exa-

mining the case, we shall assume that the question does not

concern borrowing abroad. It is clear that the criticism

quoted cannot apply to that case.

In the case of raising funds by taxation, the existing

citizens are required to submit to sacrifice of the amount
contributed by each, and that sacrifice is definite and final.

In the case of raising funds by loan, the existing citizens

submit to the present sacrifice, but they receive a claim on

the public funds, that is, on funds contributed partly by
others than those who have lent to the state, and contributed

in different proportions from those in which the loaned funds

were provided by their lenders. If the funds raised by loan

could be secured by a levy on tax-payers, on the taxing
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principle of equal sacrifice, the reasons for procuring them in

that way would be stronger than they usually are. Loans
are, in fact, commonly resorted to to avoid making taxation so

heavy as to become oppressive or unpopular, and to avoid

the adoption of forms of taxation which are markedly not in

accord with the principles of equity as applied to taxation.

If the expenditure for which the funds are needed is one of

general benefit to all, the burden which it imposes should be

distributed according to these principles of equity. If, for

example, the funds are required for war expenditure, they

may exceed what can be raised by the use of equitably

distributed taxation, while it may be claimed that the burden

ought not to be entirely borne by those who actually carry

out the warlike operations. The assumption, that future

generations will benefit so largely by wars of the present, as

to justify requiring them to pay their capital cost, is one

which must be made with the greatest reserve. We are

concerned here, however, with the comparison of the incidence

of the burdens of such expenditure when the funds are raised

by taxes or loans respectively.

If raised by loan, the funds are presumably procured

from sources where the least sacrifice is involved in procuring

them. The less productive of industrial opportunities will

be left undeveloped, while the funds are employed by the

government. At the same time, when industrial or com-
mercial enterprise promises a greater net return than

subscribing to the loan, the capital will not be kept from

those enterprises and handed over to the government. So
long as the loan remains unpaid, the interest must be provided

from tax funds, if the loan be expended for purposes not

yielding a direct revenue, as in the case of war expenditure.

These taxes can be so distributed as to bear equitably on all

classes, and the same is true of the taxes whose proceeds

provide the means for the gradual repayment of the loan.

This repayment, moreover, will generally be postponed till

the national revenues suffice for the purpose without resort

to excessive amounts, or inequitable distribution, of taxation.

If the funds were raised by immediate taxes, the

distribution of the burden might not be able to be made
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equitably. Taxation of so great an amount might be

required, that practicable methods of taxation would
necessarily involve undue recourse to burdens on special

classes. Further, taxation means compulsory payments,
and the funds might be drawn from employments where
they could ill be spared. The choice of the least inconvenient

sources of supply would be excluded, for, though tax-payers

might conceivably use the same funds as might be subscribed

to a loan, that would involve borrowing by some tax-payers

from others, and this borrowing would probably not be able

to be carried out on such terms as borrowing by the

government, if it were possible at all.

A loan to provide for non-revenue-yielding expend-

iture may, then, be necessary if the raising of the funds

by taxation would involve an extreme tax pressure, and
especially if it would involve resort to unequally distributed

taxation. To justify it, not merely is this condition required.

but also the condition that the generation which spends the

borrowed funds is not so largely interested in the results as

to require it, in justice, to bear the whole burden of providing

them. The ease of meeting expenditure by means of loans

leads to the undertaking of not a few outlays, which would

be seen not to give a satisfactory return on their cost if the

whole burden of that cost had to be met by immediate

additions to current taxation, sufficient to cover the cost in a

very short term of years. It cannot be denied, however, that

capital expenditure is sometimes as wise for communities as

it is for individuals or corporations.
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IN dealing with the relation of the amount of a commodity
for which there is a demand at any particular price, and

that price, reference was made on p. 25 to what constitutes a

complete knowledge of the state of demand. Expressing
the matter in a symbolic form, let x be the number of units

of a commodity for which there is a demand when the price

is measured by y units of purchasing power. Then,
corresponding to each possible value of y, there will be a
definite value of x. A complete knowledge of demand
would comprise a knowledge of all such pairs of values of x
and y. The changes in the value of x which result from
small changes in the value of y are, at any rate when the

demand of a large market is under consideration, small.

The fact that the value of x is in some way connected with
the value ofy can be expressed in the form

y~K*) (i)

If the amount demanded increased in precise proportion
to the fall of price from some definite level, the equation (i)

would take the form

y = c— mx.

As a rule, however, we cannot assume that the relation

is so simple as this. Nor can we obtain exact knowledge
of the form of the function indicated by f(x) in equation (i).

If we had that knowledge, the complete expression of the

state of demand, referred to above, would be provided.

Though unable to state the form of the relation between
y and x with precision, we can state two things about the
equation (i). For each value of one of the variables there

is only one real value of the other, to each x there is only
one appropriate value of y, and vice versa. Further, the
larger x is, the smaller will y be. The value oif{x) decreases
as x increases. In the language of the Differential Calculus,

dy
~- oxfx{x) is negative for all values of x. This is the ex-

pression of the principle enunciated in the middle of p. 22,
297
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and that principle is perhaps more clearly expressed in this

symbolic language than in the more cumbrous language of
ordinary intercourse.

We may express these conceptions in a diagrammatic
form. Take a point P, and two lines Ox, Oy, at right
angles to each other, to which its position is referred. Draw
PN perpendicular to Ox. Then, if ON=x, PN=j, the
position of P expresses at once a value of x and a value ofy.
It shows the value of y which corresponds to a given value
of x> or the value of x which corresponds to a given value of

y. The relation between x and y which is expressed in

equation (i) may be
expressed in diagram-
matic form by stating

that P is always found
on some definite line,

as T)d. If we knew the
form of the function

f(x), we should know
the shape of the curve
D^. They are two
ways of expressing the

same thing. Clearly,

if we knew the shape of
the curve Dd through-
out its length, we
should know all about
the state of demand
symbolised by it. What
we do know is that no

vertical line like NP cuts Dd more than once, and that the
line Dd falls as we pass from left to right along it. This is

the geometric expression of what is stated above in algebraic
symbols.

The actual knowledge of the shapes of such curves as
Dd, which are called " demand curves," is not detailed or ex-
tensive. Careful gathering of statistics may afford knowledge
of the shapes of such curves in the immediate neighbourhood
of the points on them which correspond to actual prices and
supplies. Not much is, or is likely to be, known of their
shapes at parts far removed from these points.

The two kinds of change in demand, referred to on p. 29,
can be distinguished with great clearness by means of our
diagram. Thus, a fall of price from that represented by PN
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in Fig. (i) to that represented by QM, involves an increase

of the quantity demanded. ON units were demanded at

the price PN, OM units are demanded at the price QM.
The increase in the quantity demanded, while the general

relation of the intensity of demand to the degree of plenty of

the supply remains unchanged, that is to say, while the

same demand curve continues to represent the condition of the

market, is what is called an extension of demand on p. 30.

A true change of demand occurs when the demand
curve has to be replaced by another. Thus, if the curve ~Dd
in Fig. (i) be replaced by the broken-line curve on the

diagram, an increase of demand is indicated. The curve

T)d is moved upwards, with more or less of change of shape,

in taking the position of the broken line. Each point on the

broken line is above the point where its ordinate cuts T)d.

The point on the broken line which is as high above Ox as

P is, lies farther out than P from Oy. An increase of

demand, in the sense of the statement of p. 30, is what
corresponds to the replacement of a demand curve by one
lying above it, as in replacing the full-line curve T)d in

Fig. (i) by the broken-line curve. The inverse change will

represent a decrease of demand.
The fundamental contrast between the two kinds of

change, which are covered by the carelessly used phrases

about increase or decrease of demand, will be clear in the

light of their

diagrammatic *

representations.

If we take
two points, P, Q,
near together on
a demand curve
~Dd, as in Fig.

(ii), and draw
the ordinates
PN, OM, then
PN, QM repre-

sent the valua-

tions, per unit,

of the com-
modity, whose
demand is in

question, accord-

ingasthesupply
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is ON units or OM units. The utility of the amount NM,
added to the supply ON, is something less than PN x NM,
and something greater than QM x NM. IfN and M be very
near to each other, these two amounts approach to equality.

The utility of the amount of supply represented by NM is

represented by a rectangle on NM as base, and whose height

is between PN and QM. The area between any two
ordinates of the curve, though far apart, as PN and QM in

Fig. (i), may be regarded as built up of narrow rectangles

such as that just described, and of varying heights. In the

limit, the utility of the supply represented by NM in Fig. (i)

(added to a supply represented by ON) will be represented

by the area between the curve PQ, the ordinates PN and
QM, and the part of Ox between N and M. If the curve

could be carried on to cut Oy, the total utility of the supply
ON would be represented by the area between Oy, ON, NP
and the curve from P to the point of section with Oy. The
marginal utility of the same supply is measured by the

demand price PN. Thus the total utility and marginal
utility are contrasted as area and line. The marginal utility

is the rate at which total utility increases when supply begins

to increase from a given amount.
To the right, the demand curve may fall very near to

Ox. At points corresponding to very large supplies, then,

the marginal utility may be very small. If Dd cut Ox, as

at 2 in Fig. (ii), the marginal utility of a supply Os vanishes.

But the total utility of that supply is represented by the

area between Ox, Oy and the curve, and may be very great.

It is certainly greater than for any supply smaller than Oz.
Large utility and small exchange - value, then, are by no
means inconsistent.

When the supply reaches the amount corresponding to

Os in Fig. (ii), absolute satiety of demand for the commodity
in question is reached (see p. 24). No other meaning than
this can be reasonably assigned to an unqualified statement
that demand is saturated or that satiety has been reached.

A relative satiety, however, is reached when a supply of

some other commodity is preferred to further supplies of the

same commodity. Thus, in Fig. (iii), the intensity of demand
for two commodities may be represented by the two curves

D^ and D
2
d

2 . So long as PN is greater than OD
2 , the

first commodity alone will be demanded, if PN represent

the lowest grade of utility securable with the available means.
When, however, we reach a grade of utility such as QM,
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v P

where OR, parallel to 0-r, cuts D
2
d

2 , some supplies of the

second commodity will be demanded. In the former case,

when satisfactions had to be as great as PN to be worth
securing, only the first commodity could afford them. In

the latter case,

when utilities

measured by
QM are worth
securing, sup-

plies measured
by OM of the

first and OL of

the second com-
modity are
desired. To
divert the means
devoted to pro-

curing the sup-

ply OL of the

second com-
modity, and ex-

tend the amount
of the first
secured, would be to secure utilities, whose measure is less

than QM, by the sacrifice of some whose measure is greater

than RL, that is, greater than QM.
The fact that there are very many different kinds of

satisfaction which can be procured easily accounts for the

fact that there are few lines of consumption which are pushed
to the point of absolute satiety. There is no need to press

on along one demand curve T)
x
d

x
to the point where it cuts

Ox so long as there is some other demand curve, relating to

commodities procurable and appreciated, some part of which
lies above Ox, and the desires corresponding to which are

not yet satisfied.

Incidentally it maybe noted that, if means be distributed

with strict regard to the utilities secured, the level of
marginal utility procured in every line of consumption will

be the same. Each commodity will be enjoyed in such
quantity as to have a marginal utility not less than that of
each of the other commodities secured by the same person.

Returning to the consideration of Fig. (ii), we may give

expression to the conception of elasticity of demand dealt

with on p. 26. The line PQ, when P, O, approach each other

Fig. (iii)
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indefinitely, takes the position of the tangent to the demand
curve at the point P. Let this tangent cut Oy at the point
T, and draw PL parallel to Ox.

The elasticity of demand at P is defined as the ratio of
NM Yn
^-^ to p^, where Qn is parallel to NM. That is to say, the

elasticity of demand is

Q%™ = PN Qk^PN FL_PN
PL P* PL P« PL

X
TL~TL'

or the ratio of OL to LT measures the elasticity of demand
at P. If TP be produced to meet Ox in /, this ratio is equal
to that of tF to PT.

In terms of the symbolism of equation (i) this ratio is that

of f(x) to x ,f\x). The consideration of changes in the

elasticity of the demand for different commodities, as supply
changes, referred to on p. 26, may afford useful hints in the

drawing of suitably-shaped demand curves.

Just as the relation of amount demanded and the corre-

sponding price is expressed in equation (i), so can the variation

of the amount of supply with corresponding supply price be
expressed in a similar equation

y= 9(*) (")

In regard to this equation, however, we cannot lay down
any such universal rule as that relating to the amount de-

manded and its price. To represent a supply price per unit

which is the same whatever the scale of production, the
equation becomes

y=c>
c being independent of x.

To represent a supply subject to the conditions of increas-

ing cost or decreasing returns, we must have y increasing as

x increases, while, in the case of increasing returns,;/' decreases

as x increases. In the former case <p\x) is positive, in the

latter negative. In not a few cases, <p\x) will be positive for

some values of x, negative for other values. As with demand,
so also with supply, there may be drawn a curve, to represent
the relation of x to y which is stated in algebraic form in

equation (ii). In Fig. (iv) the curve Sj is drawn representing
conditions of decreasing returns. On the same diagram, a

demand curve T)d is drawn. If these curves present the

conditions of supply and of demand respectively for the same
commodity, and if they intersect in P, and an ordinate PN be
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drawn, the price PN and the supply ON correspond to an
equilibrium of demand and supply (cf. pp. 50, 51). Ifpqn and
trm be ordinates near to PN, cutting the demand curve at/
and r respectively, and the supply curve at q and t, the

argument of p. 50 may be presented briefly as follows. If

the supply be On,
less than ON, the

supply price for

that amount is qn,

the demand price

for that amount is

pn. Thus the de-

mand price is

greater than the

supply price, and
supply tends to

expand. If the

supply be Om,
greater than ON,
the supply price

for that amount is

/;«, and the de-

mand price for

that amount is rm,
which is less than
tm. Thus the supply of any amount greater than ON is

unprofitable, and supply tends to decrease. With a supply
ON, the supply price is equal to the demand price, and there

is no stimulus either to increase or to decrease the scale of

production.

The above argument will hold whenever the supply
curve is below the demand curve to the left of P, its

intersection with that curve, and above it to the right of
that point. It is argued on pp. 56 and 57 that such a point

of intersection will always occur when a supply of a com-
modity is economically possible. The consideration of an
intersection of the opposite kind, referred to at the foot of

p. 56, may be left as an exercise to the reader.

The intersection of the two curves may be presented in

algebraic form by combining the two equations (i) and (ii).

If demand price and supply price be equal, we must have

/W-ri*) (
iiJ

)

an equation from which x, the appropriate scale of supply,
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may be determined, and then the corresponding y may be

found from either of the equations (i) and (ii).

The above deals with the equilibrium of aggregate supply

and demand. A brief consideration of the relation of

individual producers to the aggregate supply will be of

interest.

Let us take the case of three producers for illustration.

The method may be applied to any number whatever. Let
the supply equations of the individual producers be

J= ?i(4j/ = ?2W,;=^) . . . (iv)

Let the amounts supplied at the price y be xv x
2 , x

z ,

respectively in the case of these three. The supply equations

may be solved in the form

*i = FiO)> •*'2= F2(J
/
). *3=FsOO • •

(v)

The aggregate supply x=x
1
+x

2
+x

s , or

x=F
1(y)+ F2(y)-r Fz(y) .... (vi)

This equation may, in turn, be solved for y in terms of x,

yielding the result

y= <p(x),

the aggregate-supply equation, which is to be taken with the

demand equation to determine the equilibrium. When, by
means of the equations of aggregate supply and aggregate

demand, the equilibrium value of y has been determined, the

values of xv x2 , xB
are given by the equations (v), that is,

the individual contributions of the separate producers are

determined.

It is clear that the method may be extended to any
number of producers, and may be applied to the demand
side of the problem as well as to the supply side, that is, a

composite demand may be handled as well as a supply by
many competitors. It will be observed that the price y
secured by each producer has been taken as the same, in

accordance with the assumption of free competition in open
market. Where the separate producers supply separate

markets, they have independent demand equations to be

associated with their individual supply equations.

In Fig. (v), the above is presented in the diagrammatic

form. The curves S^, S2
j
2 , S3

s
3
are taken to represent the

supply conditions of the three producers. Across the three

a line L/>j/2/3
P is drawn parallel to Ox, cutting the three

curves inpv p2 , p3
respectively. On this line a point P is taken
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such that LP^L^+ L/o+ L/g. The points P, determined
in this way, by drawing lines across the diagram at different

levels, trace out the aggregate-supply curve Sj. When the
point of equilibrium is determined by combining Si- with
the demand curve, the separate supplies of the individual
producers are

determinable. If

P were the point

of equilibrium,

OL would be the

price, LP the

aggregate sup-

ply at the equi-

librium. The
individual pro-

ducers would
contribute a-

mounts Lf>v L/>
2 ,

L/>
3 respectively

to this supply.

As the diagram
is drawn, the

supply curves

correspond to

decreasing returns. It will be noticed that OL represents,

not merely the marginal supply price for the aggregate
supply, but also the marginal supply price for each of the

individual producers.

The problems of demand and supply may be represented

diagrammatically by a somewhat different construction, which
is especially useful in some important cases. We may take
the ordinate of our curves to represent, not the demand price

or the supply price per unit which corresponds to a given
amount of commodity demanded or supplied, but the
aggregate price paid for that amount. In place of represent-

ing the curve y=fix), we may represent the curve y =x .f{x),

and so also for the supply curve. This mode of construction

is illustrated in Fig (vi). The curves start from O in this

case, and their intersection P again corresponds to equilibrium.

Since the combination of y—x.f{x) and y = x. <p(x) gives for

the common values the equation

it is obvious that the value of x, the scale of supply which

Fig. (v)
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corresponds to equilibrium, is not altered by the change of
mode of representation. QrpY is the demand curve, and
O^P the supply curve. At the point of intersection, P, the
amount supplied is ON, and its total price, which is necessary
and sufficient to satisfy producers, is NP. So also NP
represents the aggregate sum which consumers are willing

to offer for the amount ON. The price per unit is represented
PN

by the fraction ^y^ or the trigonometrical tangent of the

angle PON. We may say, in fact, that the slope of OP
represents the price per unit.

This form of representation in a diagram is adapted to

the problem of

direct exchange
of commodity
for commodity.
Draw pqn an
ordinate cutting

the curves at p
and q, and qrm
parallel to Ox,
cutting the
curves at q and
r as in the figure.

Then we may
regard each
curve in turn as

a demand or

supply curve.

Each is a supply
curve for one

commodity, a demand curve for the commodity to be secured

in exchange. If the upper curve be supposed to relate to a

commodity A, the lower to a commodity B, then holders

of A are willing to give an amount np of their goods for an
amount On of B, while holders of B are willing to accept an
amount nq of A in exchange for On of B. Alternatively,

holders of A are willing to accept an amount mr of B in

exchange for Om of A, while holders of B are willing to

give an amount mq of B for Om of A. Thus there is an
opportunity for advantage to both in selecting some rate of

exchange intermediate between nq and np of A given for

On of B, or intermediate between mr and mq of B given for

Om of A. The enlargement of the scale of exchanges to

Fig. (vi)
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ON of B exchanged for PN of A brings us to a point where
the range of indeterminateness in the terms of exchange has
vanished. The indeterminateness is seen to belong to the
stage of comparatively undeveloped exchange.

Hindrances to exchange modify the shape of the curves.

Thus, if the diagram of Fig. (vi) be supposed to represent the
conditions of a free exchange, and this is modified by the
imposition of a charge on the delivery of B without any
change in the services rendered to holders of either A or B,

the new conditions may be represented by replacing the
upper curve by another, derived from it by moving each
point of it horizontally to the right. The extent of the
movement must be such as to represent an amount of the
commodity B sufficient to discharge the amount of the levy
on delivery, and to leave the same net amount as before in

the hands of its purchaser. Substantially, the upper curve
is swung downwards to the right, its shape being modified,

if necessary, in addition, and its intersection with the lower
curve will give a position of OP lower than before. As the
curves stand in the figure, the extent of the exchanges will

be diminished, and a change in the rate of exchange will

result, so that holders of B will give more of their commodity
for each unit of A.

Fig. (vii) represents the conditions for forms of the
curves which bend
continuously in

one direction
throughout. A
point q on the

upper curve gives

a point p on the

modified curve, qp
representing the

delivery charge
in question. Draw
the ordinates PN,
fin, qm. Then, if

OF represent the

modified position

of the upper curve,

the new equili-

brium is attained

at a rate of ex-

change, On of B

p

A-»

/ / ' #
P

////

/

/'''//

w
Fig. (vii)
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for pn of A. But holders of A have to pay an amount /# or
mn of B as delivery charge, and hence receive only Om for

their own use. Thus the rate of exchange moves unfavourably
for each of the parties to the exchange. Holders of B have
to accept a rate represented by the slope of Op in place of
OP, while holders of A have to accept a rate represented by
the slope of Oq in place of OP. The burden of the
obstacle to the exchange is thus divided between the two
parties to the exchange. Special forms of the curves in the

neighbourhood of P may result in some modification of this

general statement. Thus, it may be possible for one of the

exchangers to put the whole disadvantage on the other, or

it may even be possible to derive advantage through such a

change, putting on the other party more than the burden of
the hindrance introduced. To attain such results special

conditions need to be fulfilled, and the study of the shapes
which the curves would need to have, and what would be
implied in giving them these shapes, may be taken as a
profitable exercise by the student. Under ordinary con-
ditions, the diagram suggests the probable outcome of the

imposition of new burdens on exchange. The consider-

ations here advanced are of special importance in connection
with international trade, and the diagrams of Figs, (vi) and
(vii) may be usefully studied in connection with Chap. XIII.

In connection with problems of taxation, the preceding
discussion might be amplified, or we may revert to the

earlier diagrams for

help in presenting

the conditions of

these problems.
Take the case of a

tax imposed on a

commodity used in

a particular line of

production, or of a

royalty on a pro-

cess of manufacture.
Let Dd be the de-

mand curve for the

commodity ultim-

ately produced, Si"

the supply curve

before the tax is

Fig. (viii) imposed. Then the
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result of the tax is to increase the cost of production, and to

raise the supply curve. Let the broken-line curve S^ repre-

sent the new supply curve. Then the equilibrium position

is changed from P, where S.J cuts ~Dd, to Q, where S^ cuts

T>d. The new price is QM, which is greater than PN.
If P;z, parallel to Ox, cut the ordinate QRM in ;/, the

rise of price is Qn, while the tax adds QR to the marginal

cost of production. The scale of production is reduced, and,

as the figure corresponds to decreasing returns, that results in

reduced marginal cost. The burden of the tax is not wholly

felt in the rise of price, being partly spent in offsetting the

economy arising from the reduction of the scale of output.

If the supply were produced under conditions of constant

cost, the points R and 11 would coincide, and the whole of

the burden of the

tax would be felt

in the price. For
the case of increas-

ing returns, Fig. (ix)

is drawn. Here the

scale of production

is changed from ON
to OM. Some of

the economies of a

large - scale supply

are lost, and the

supply price, apart

from the tax, rises

from PN to MR.
To this increase of

cost of production,

the tax falls to be
added, and the total

increase of price is nO. In using the result thus obtained,

it is important to observe that its validity depends on the

propriety of representing by MR the supply price for an
amount OM, to which the supply is supposed reduced

after having been equal to ON. The value of MR appro-

priate to the case will probably be less than that which
might have corresponded to the output OM when that scale

of output had not been surpassed. As it is not difficult to

conceive, however, of a forced reduction of the scale of out-

put which involves some sacrifice of the advantages of

production on a large scale, the problem presented is not
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merely of abstract interest, as completing the range of

theoretic possibilities.

The preceding brief discussion of taxes was based on an

assumption of the existence of competition between pro-

ducers. We next turn to the consideration of the problem

of monopoly. To present this problem diagrammatically,

we select the mode of representation adopted in Figs, (vi) and

(vii). In Fig. (x), the curve Q/>rP is the demand curve for a

commodity whose
y supply curve is

Opt?. The supply
curve is drawn so

as to represent

costs exceeding
the value of the

product for small

scales of supply,

and increasing
returns both in the

earlier part of the

curve and also

near P. Let ordin-

ates such as rtQM
be drawn across

the two curves,

and let MQ be
taken equal to tr

the intercept on
the ordinate be-

tween the two curves. The line traced out by the points

Q, thus found, may be called the monopoly-profit curve. For

cTsupply OM the costs are Mt, while the demand price is Mr.

Thus, if a producer can control the whole supply, and restrict

it to OM, he can secure the difference MQ between his costs

and the value of the total output. As shown in Chap. V., the

object of the monopolist being assumed to be the securing of

the greatest possible net returns, we must find the volume of

supply which maximises the net return in order to have the

position to which the market tends under monopoly of

supply. Thus we need to find the greatest value of MQ, or

the highest point on the curve traced out by Q. This is

easily found. If O be that point, the supply under monopoly
rM

will be OM, the price being ^j per unit.

Fig. (x)
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If a tax be imposed on the monopoly profit, either as

a specific tax, or a percentage of that profit, the curve tzQN
is lowered, but the position of its highest point is not moved
to right or to left. Thus, such a tax does not stimulate any
change in supply or price.

Taxes which modify the shape of the cost curve O//P, may
so modify the shape of the monopoly-profit curve nQN as

to move the point Q either to the right or to the left, thus

changing the scale of supply, and consequently causing a
change in price. If Q were made to move to the left, the

supply would be decreased and the price per unit increased.

If, on the other hand, Q moved to the right, the supply
would be increased, and the price per unit would be reduced.

We do not propose to examine here the conditions which
might give rise to either of such varieties of change. The
student may find a useful exercise in tracing out the conse-
quences of taxes proportional to cost, to output, or varied in

other definite ways.
If the problem of monopoly be treated algebraically, we

have as data that f{x) is the demand price per unit, and
<p{x) the cost per unit, of a quantity x. The monopoly profit

is therefore x{/(x) — <p(x)}, and if this is to be made
a maximum, the value of x must be that found from the

equation

f{x)- <p{x) +x{/\x) - 9\x)} = O.

This expresses the condition that the tangents at r and t in

Fig. (x) are parallel. This is another way of stating that Q
is the highest point of the curve «QN.

In dealing with the problem of rent, we may employ
diagrams of the type of those of Figs, (i) and (ii), constructed

so that the additions to product, resulting from successive

additions to expenditure in cultivation, are represented by
the ordinates of a curve whose abscissae represent the ex-

penditures in question, just as, in those figures, the ordinates

represent the utilities of successive additions to a supply, the

amount of which is represented by the corresponding
abscissae. Such diagrams are very useful, and are given in

many text-books. A second mode of representation, corre-

sponding rather to the diagrams of Figs, (vi) and (vii), offers

some features of advantage, and students who have familiar-

ised themselves with one mode of representation should find

little difficulty, and some gain, in making comparisons
between the two.
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In Fig. (xi), let the curve be drawn so that, taking any
point on it, P, and drawing the ordinate PN, ON may-

represent the expenditure of labour and capital which, on a

given area of land, returns an amount of produce represented

by PN in a normal year. The expenditure may, if desired,

be measured by the money price required to secure the

services of labour and capital to the extent needed. For
some purposes, too, the produce may be measured by its

money value, but for some applications of the diagram we
need to conceive of it as measured in terms of quantity.

On NP take a point C such that NC represents the

amount ofproduce
whose market
value is sufficient

to recompense the

expenditure ON.
Draw the straight

line OCE. If Q
be another point

on the curve, and
the ordinate OM
intersect OC in E,
ME will represent

the amount of

produce needed to

recompense the

expenditure OM.
The cultivator has
a surplus CP when
his outlay is ON,
a surplus EQ

when his outlay is OM. In order that the surplus may be
the greatest possible, we must find the point on the curve at

which the tangent is parallel to OCE. If that point be P,

then CP is greater than EQ whatever position Q may have.

The expenditure ON will be that giving the greatest excess
of return over outlay. If the expenditure ON include an
adequate remuneration to the cultivator, the amount CP will

be the most that can profitably be given for the hire of the
land, and a keen competition for tenancies will assign no less

than this to the owner icf. pp. 100-102).

If the curve be drawn so that PN represents the value
of the produce secured by an expenditure ON, CN will be
equal to ON in length, and CON will be half a right angle.

Fig. (xi)
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If, however, PN represent the amount of the produce

yielded by the expenditure ON, the shape of the curve

is not dependent on the price of produce. Variation of

the price of produce causes the slope of the line OCE to be

changed, and consequently changes the position of P and the

length of CP, that is to say, modifies the most appropriate

intensity of cultivation and the rent-yielding power of the

land. The relation of price of produce to rent is thus one

in which, though the former has a great influence on the

latter, the converse does not hold (cf. p. no). If prices

fall, OCE swings upward towards Oj, and P moves to the

left in consequence, CP decreasing in length. If prices rise,

OCE swings downward towards O-r, P moves to the right,

and CP increases in length. These results depend on the

assumption that the curve, in the neighbourhood of P, has its

concave side facing towards O and the line OCE. If the

proportion of PN to ON decreases as P moves to the right,

and increases as P moves to the left, in the neighbourhood of

the point indicated by making CP a maximum as above, this

will be true. These conditions simply amount to the assump-

tion that diminishing returns have become operative before

the stage of cultivation corresponding to the position of P is

reached, and continue to hold for somewhat higher degrees

of intensity of cultivation. It involves no assumption as to

the shape of the curve near O.

If np be an ordinate very close to NP, the tangent at P is

the line Fp. Hence, if np cut OCE in c, cp is equal to CP.

The product np is greater than the product NP, but the whole

of the excess is comprised in the amount by which nc exceeds

NC. The expenditure On requires the product nc to com-

pensate it. The surplus cp is thus not affected. The
additional expenditure Nn requires the entire addition which

it secures to the produce to meet the addition to outlay.

The addition to the produce is the marginal product, and its

cost is the additional outlay N«. Thus the cost of produc-

tion of the marginal output is equal to its value. Changes

in the shape of the curve may be made, modifying the

amount of the surplus, i.e. the rent-yielding power of the

land, and altering the intensity of cultivation, without affect-

ing the cost of production of the marginal output.

If the produce curve of Fig. (xi) be expressed by the

equation

the value ofy which corresponds to a given value of x is the
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amount of the produce which results from the application of

x units of outlay to a given area of land. The unit of outlay

may, as stated before, be conceived of as a definite number
of days of labour by one man aided by a given amount of

capital, or as the labour, etc., purchaseable by a definite

pecuniary outlay, that is, we may conceive of the outlay as

effort or under the form of money outlay. The expression

for the rent-yielding capacity of the land is

f(x)-xf\x\

x having the value corresponding to the position of N in

Fig. (xi), or, to express the same. fact otherwise,/ 1^) having
the value CN/ON, the tangent of the angle made by OCE
with Ox.

If we conceive of the outlay as an outlay of actual effort

and sacrifice, labour and capital, in amount measured by the

length of the abscissa of any point on the produce curve,

then the rate at which further outlay would add to the

produce, when the actual outlay is x units of labour and
capital, is p-{x) per unit. The payment of labour and
capital at the rate of this marginal productivity requires x.fi{x)

units of produce. The remainder /(;tr)—x .f\x) is the rent-

yielding capacity of the land.

A striking proposition is that expressed by Mr. Wicksteed
in his discussion of the problem of distribution. We state it

in a partial form as follows. Let P be the value of the product

of / units of land, w units of labour, and c units of capital, so

that

F = <p(/.w .c.) (vii)

expresses the relation of the product to the factors of pro-

duction. Then, for some kinds of production, the increase of

land, labour, and capital in exactly the same proportion will

result in an increase of product in that same proportion, or

mF = <p(ml . mw . mc) .... (viii)

where m is a numerical multiplier. If in be not far from
unity, this proposition may be true for kinds of production

for which it is not true for all values of m.
Where these conditions (vii) and (viii) hold, a well-known

proposition in Differential Calculus gives the result (since <p

must be a homogeneous function of /, w, c)

or, the assignment, to each of the factors of production, of
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payment at the marginal rate of its contribution to the

product, exhausts the total product.

Where increase of production proceeds by the increase of

different factors of production in differing proportions, the

above proposition does not cease to have importance. The
assumption of unchanged modes of production, if made, may
be held to include the association of different factors of

production in uniform proportions wherever that is possible.

But the advance from less to more intensive cultivation of

land, under pressure of growing demand for raw products,

implies the increase of other factors of production in greater

degree than the land to which they are applied is increased.

Thus the amounts of labour and capital, mw and mc, are

associated, not with ml units of land, but with /units. If m is

greater than unity, <p(l . mw . mc) will be less than <p(ml. mw . mc),

unless land is so plentiful in relation to the available labour

and capital that additions to the latter are needed to

develop the full powers of the land actually in use. Hence,

in new countries, increasing returns to labour and capital

applied to land are found, and, in old countries, decreasing

returns.

The expression f{x)—x.f\x), obtained above as a repre-

sentation of rent, states rent as a residue. The expression

/.
J.

in equation (ix) is equated to terms representing just

what the/(x) — x./\x) represented in the preceding. Thus
an expression for rent, representing it in similar form to the

remuneration of other factors in production, is secured. Now

-~ represents the rate of decrease of product resulting from

concentrating on a smaller area the productive efforts

applicable to a larger area. Hence the statement, that

the rent of / units of land is /. \", merely means that pro-

duction is supposed to be so organised that the reduction of

output, caused by such concentration, is just balanced by the

consequent saving in cost of hire of land.

The problem of joint supply may be expressed con-

veniently in algebraic terms. Let x be the amount of

commodity A which is produced in the same process as

the amount z of commodity B, and let y be the joint

expenses of production of these amounts. The demand
price for the amount x of A being jj/p and the demand price
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for the amount z of B being y2 , we have, as the condition for

equilibrium,

y=x.y1 +z.yz
(x)

The demand equations for A and B being

yx=A(*)> y*=A(z) • • •

(xi )

and the supply equation of the two products being

y=¥&,*) v
xii )

we have only four equations to determine the five quantities

y> yv y» *> z-

x=n.z v
x iii)

n being constant, that is, if A and B are produced in fixed

proportions, the fifth equation needed for a determinate

solution is supplied.

If, however, x can be varied somewhat without affecting

z, or if some small changes of both x and z can be made
without changing the cost of the production process, i.e.

without changing y, the conditions considered on p. 66 are

found. Any mode of variation other than that denoted by

equation (xiii) can be reduced to the first-named. Let, then,

an increase jj of y correspond to a small increase f in x,

z remaining unaltered.

Then, for equilibrium, we must have the value of A such

that n is the value of an amount £ We have, in fact,

determined the marginal cost of production of A per unit

in the ratio of n to g. This supplies the fifth condition

needed for the determination of the five unknown quantities

of the problem, and may be written

*-% ixiv)

x having, in this equation, the value appropriate to an

equilibrium between supply and demand.
A similar mode of expression might be used for the

problem of joint demand, as stated on p. 68. The nature

of the conceptions involved is, however, sufficiently shown
in the above, and their expression in connection with allied

problems, or with the problem of joint products more
numerous than two, may be left as an exercise for the

student.
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Minimum-wage policy, 141.
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Necessaries, 9, 129, 274, 277.

Necessary profits, 57.
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No-rent land, 113.
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Reserve, banker's, 177, 183, 235.

,, of cash, 167, 168, 172.

Resistance to wage - reduction, 133,

Restriction ofdemand, 30, 203, 257, 298,

299.

,, entry into a trade, 141.
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276.
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89.
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,, excessive, 95, 96.
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,, in exchange, 236, 237.
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Stability of value of gold, 166.

Stable equilibrium, 57.
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,, of living, 128-134.
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exchange, 2 1 8.

Stock of gold in England, 224.
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Supply, 42-64.
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,, -equation, 302.
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Tariff protective, 255.
Task-wages, 145.
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Tenant-farmer, 102, 103.
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Total and marginal outlay and return,
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Total cosl of production, 89.

,, utility, 28, 300.
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Trade secrecy, 155.

,, unions, 142.

Transferability of capital, 86.
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291.

Transport facilities and rents, 1 r 2, 113.
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Treasury notes of 1890, 1S8.

Triangular course of exchange, 242.

,, trade, 223, 224.

Tributes, 221.

Under-supply of labour, 125.
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Unemployed, 140.

Uniformity of price in a market, 40, 4 1

.

Union rules, 127.

Unit, marginal, of labour, 122.
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,, of value, 164.
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215.

United States currency, 187-189.
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223.

,, ,, trade of, 215.
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Unskilled labour, 138.

Unstable equilibrium, 56, 208.

Urban rents and retail prices, in.
Urgency of wants, order of, 24, 25.

Utilisation of capital, 88.

Utility, 6, n, 21.

,, marginal, 22, 51, 207, 300.

,, ,, of capital, 81, 97.

,, ,, of labour, 135.

,, of government services, 274.

,, total, 28, 300.
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,, imports, c.i.f., 216, 217.
of U.S., 215,

217.

,, relative, 33, 201, 209.
Value, 10, 20.

,, its expression, 164.

,, its relation to utility, 29.

,, its source, 21.

,, of capital, 81, S6, 94.

,, of land, 114, 115.

Values of foreign currencies, 230, 231.
Variety of wants, 22.

Vested interests, 255.

Wages and monopoly, 135.

,, ,, prices, III.

,, ,, product, 120-123.

,, ,, protection, 257, 260, 261.

,, -fund, 139.
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,, of children, I 36. 137.

,,
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,, problem, 118-135.
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Wants, 6, 24.

War expenditure, 293.
Waste, 10.

Water supply, principle of charging

for, 272.

Weakness, economic, 289.

Wealth, 6, 11.

,, personal, private, public, J.

Wear and tear of coin, 176.

Weight of the sovereign, 196, 231.

,, U.S. eagle, 231.
Well-being and wealth, 29.
"What the traffic will bear," 73, 75.
Wheat cultivation in England, 206.

Women's wages, 137.
Work done and wages, 123.
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MENICAL DOCUMENTS OF THE
FAITH. With Introductions and Notes.
Second Edition. Cr. Zvo. 6s.net.

Binns (H. B.). THE LIFE OF WALT
WHITMAN. Illustrated. Demy Zvo.

10s. 6d. net.

A Colonial Edition is also published.

Binyon(Mrs. Laurence). NINETEENTH
CENTURY PROSE. Selected and ar-

ranged by. Crown Zvo. 6s.

Binyon (Laurence). THE DEATH OF
ADAM AND OTHER POEMS. Cr. Zvo.

3s. 6d. net.

See also Blake (William).

Birch (Walter de Gray), LL.D., F.S.A.
See Connoisseur's Library.

Birnstingl (Ethel). See Little Books on Art.

Blackmantle (Bernard). Seel.P.L.
Blair (Robert). See I.P.L.
Blake (William). THE LETTERS OF
WILLIAM BLAKE, together with a
Life by Frederick Tatham. Edited
from the Original Manuscripts, with an
Introduction and Notes, by Archibald G.
B. Russell. With 12 Illustrations.

Demy Zi<o. 7s. 6d. net.

ILLUSTRATIONS OF THE BOOK OF
JOB. With General Introduction by
Laurence Binyon. Quarto. 21s. net.

See also Blair (Robert), I.P.L., and
Little Library.

Bloom (J. Harvey), M.A. SHAKE-
SPEARE'S GARDEN. Illustrated.

Fcap. Zvo. 3s. 6d. ; leather, 4s. 6./. net.

See also Antiquary's Books
Blouet (Henri). See Beginner's Books.
Boardman (T. H.), M.A. See French (W.)
Bodley (J. E. C), Author of France.' THE
CORONATION OF EDWARD VII.
Demy Zvo. 21s.net. By Command of the
King.

Body "(George), D.D. THE SOUL'S
PILGRIMAGE : Devotional Readings
from the Published and Unpublished writ-

ings of George Body, D.D. Selected and
arranged by J. H. Burn, B.D., F.R.S.E.
Demy i6mo. 2s. 6d.
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Bona (Cardinal). See Library of Devotion.

Boon (F. C). , B.A. See Commercial Series.

Borrow (George). See Little Library.

Bos (J. Ritzema). AGRICULTURAL
ZOOLOGY. Translated by J. R. Ains-
worth Davis, M. A. With 155 Illustrations.

Third Edition. Cr. %vo. is. 6d.

Botting(C. G.), B.A. EASY GREEK
EXERCISES. Cr. %vo. as.

See also Junior Examination Series.

Boulting(W.) TASSO AND HIS TIMES.
With 24 Illustrations. DemySz'O. 10s. 6d.

net.

Boulton(E. S.), M.A. GEOMETRY ON
MODERN LINES. Cr. &vo. 2s.

Boulton (William B.). SIR JOSHUA
REYNOLDS, P.R.A. With 49 Illustra-

tions. Demy Svo. 7s. 6d. net.

Bowden(E. M.). THE IMITATION OF
BUDDHA : Being Quotations from
Buddhist Literature for each Day in the
Year. Fifth Edition. Cr. i6r>io. is.6d.

Boyle (W.). CHRISTMAS AT THE ZOO.
With Verses by W. Boyle and 24 Coloured
Pictures by H. B. Neilson. Super Royai
i6mo. 2S.

Brabant (F. G.), M.A. See Little Guides.
Bradley (A. G.). ROUND ABOUT WILT-
SHIRE. With 14 Illustrations, in Colour
by T. C. Gotch, 16 other Illustrations, and
a Map. Second Edition. Cr. Zvo. 6s.

A Colonial Edition is also published.

THE ROMANCE OF NORTHUMBER-
LAND. With 16 Illustrations in Colour by
Frank Southgate, R.B.A., and 12 from
Photographs. Second Edition. Demy Svo
•js. 6d net.

A Colonial Edition is also published.

Bradley (John \V.). See Little Books on Art.

Braid (James), Open Champion, 1901, 1905
and 1906. ADVANCED GOLF. Willi

88 Photographs and Diagrams. Fourth
Edition. Demy Zvo. 10s. 6d. net.

A Colonial Edition is also published.

Braid (James) and Others. GREAT
GOLFERS IN THE MAKING. Edited
by Henry Leach. With 24 Illustrations.

Second Edition. Demy Zvo. 7s. 6d. net.

A Colonial Edition is also published.

Brailsford (H. N.). MACEDONIA:
ITS RACES AND THEIR FUTURE.
With Photographs and Maps. J'emy Zvo.

12s. 6d. net.

Brodrick (Mary) and Morton (A. Ander-
son). A CONCISE DICTIONARY OF
EGYPTIAN ARCHAEOLOGY. A Hand-
Book for Students and Travellers. With 80
Illustrations and many Cartouches. Cr. 8vo.

3*. 6d.

Brooks (E. E.), B.Sc. (Lond), Leicester
Municipal Technical School, and James
(W. H.N.), A.R.C.S., A.M.I. E.E., Muni-
cipal School of Technology, Manchester.
See Textbooks of Technology.

Brooks (E. W.). See Hamilton (F. J.)

Brown (P. H.), LL.D. SCOTLAND IN

THE TIME OF QUEEN MARY. Demy
Zvo. 7s. 6d. net.

Brown (S. E.), M.A., B.Sc, Senior Science

Master at Uppingham. A PRACTICAL
CHEMISTRY NOTE - BOOK FOR
MATRICULATION AND ARMY CAN-
DIDATES. Easy Experiments on the

Commoner Substances. Cr. t,to. is. 6d. net.

Brown(J. Wood), M.A. THE BUILDERS
OF FLORENCE. With 74 Illustrations

by Herbert Railton. Demy ^to. iSs.net.

Browne (Sir Thomas). See Standard
Library.

Brownell (C. L.). THE HEART OF
JAPAN. Illustrated. Third Edition.

Cr. Svo. 6s. ; also Demy Svo. 6d.

Browning (Robert). See Little Library.

Bryant (Walter W.), B.A., F.R.A.S., F.R.
Met. Soc, of the Roval Observatory. Green-
wich. A HISTORY OF ASTRONOMY.
With 35 Illustrations. DemySvo. 7s 6d.net.

Buckland (Francis T.). CURIOSITIES
OF NATURAL HISTORY. Illustrated

hy H. B. Neilson. Cr. Zvo. v. 6d.

Buckton (A. M.) THE BURDEN OF
ENGELA. Second Edition. Cr. &vo. 3J

6d. net.

EAGER HEART : A Mystery Play. Seventh
Edition. Cr. Svo. is. net.

KINGS IN BABYLON : A Drama. Cr. Svo.

is. net.

SONGS OF JOY. Cr. Bvo. is. net.

Budge (E. A. Wallis). THE GODS OF
THE EGYPTIANS. With over

_
ico

Coloured Plates and many Illustrations.

Two Volumes. Royal Svo. £3, is. net.

Bull (Paul), Army Chaplain. GOD AND
OUR SOLDIERS. Second Edition.

Cr. Svo. 6s.

A Colonial Edition is also published.

Bulley (Miss). See Dilke (Lady).
liunyan (John). See Standard Library and

Library of Devotion.
Burch(G. J.), M.A., F.R.S. A MANUAL
OF ELECTRICAL SCIENCE. Illus-

trated. Cr. &to. v.
Burgess (Gelett). GOOPS AND HOW TO
BE THEM. Illustrated. Small ^to. 6s.

Burke (Edmund). See Standard Library.

Burn (A. E.), D.D., Rector of Handsworth
and Prebendary of Lichfield. See Hand-
books of Theology.

Burn (J. H.), B. D., F. R. S. E. TIM-
CHURCHMAN'S TREASURY OF
SONG: Gathered from the Christian

poetry of all ages. Edited by. Fcap. Zvo.

\s. 6d. net. See also Library of Devotion.
Burnand (Sir F. C). RECORDS AND

II MINISCENCES. With a Portrait by
II. v. !!i 1

1. ' IER. Cr. Svo. Fourth and
Cheater Edition. 6s.

A Colonial Edition i • also published.
Burns ( Robert), 'I Ml POEMS. Editedby

A:. dim.w LANG and W. A. Ckaigie. With
Portrait. Third Edition. Demy Svo, gilt

top. 6s.

See also Standard Library.
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Burnside (W. F.), M.A. OLD TESTA-
MENT HISTORY FOR USE IN
SCHOOLS. Third Edition. Cr. 8vo. 3s. 6d.

Burton (Alfred). See I. P. L.
Bussell (F. W.), D.D. CHRISTIAN
THEOLOGYAN D SOCIAL PROGRESS
(The Bampton Lectures of 1905). Demy
Zvo. \os. 6d. net.

Butler (Joseph), D.D. See Standard
Library.

Caldecott (Alfred), D.D. See Handbooks
of Theology.

Calderwood (D. S.), Headmaster of the Nor-
mal School, Edinburgh. TEST CARDS
IN EUCLID AND ALGEBRA. In three
packets of 40, with Answers, is. each. Or
in three Books, price 2d. , 2d., and 3d.

Canning' (George). See Little Library.
Capey (E. F. H.). See Oxford Biographies.
Careless (John). See I. P. L.

Carlyle (Thomas). THE FRENCH
REVOLUTION. Edited by C. R. L.
Fletcher, Fellow of Magdalen College,
Oxford. Three Volumes. Cr. Zvo. jZs.

THE LIFE AND LETTERS OK OLIVER
CROMWELL. With an Introduction
by C. H. Firth, M.A., and Notes and
Appendices by Mrs. S. C. Lomas. Three
Volumes. Demy Zvo. 18s. net.

Carlyle (R. M. and A. J.), M.A. See
Leaders of Religion.

Carmichael (Philip). ALL ABOUT
PHILIPPINE. With 8 Illustrations.

Cr. 8vo. 2s. 6d.
Carpenter(Margaret Boyd). THECH ILD
IN ART. With 50 Illustrations. Second
Edition. Large Cr. 8vo. 6s.

Cavanagh (Francis), M.D. (Edin.). THE
CARE OF THE BODY. Second Edition.
Demy 8vo. js. 6d. net.

Celano (Thomas of). THE LIVES OF ST.
FRANCIS OF ASSISI. Translated into
English by A. G. Ferrers Howell. With
a Frontispiece. Cr. 8vo. 5s. net.

Channer (C. C.) and Roberts (M. E.).
LACEMAKING IN THE MIDLANDS,
PAST AND PRESENT. With 16 full-

page Illustrations. Cr. 8vo. 2s. 6d.
Chapman (S. J.). See Books on Business.
Chatterton (Thomas). See Standard

Library.
Chesterfield (Lord), THE LETTERS OF,
TO HIS SON. Edited, with an Introduc-
tion by C. Strachey, with Notes by A.
Calthrop. Two Volumes. Cr. Zvo. J2S.

Chesterton(G.K.). CHARLES DICKENS.
With two Portraits in Photogravure. Fifth
Edition. Cr. Zvo. 6s.

Childe (Charles P.), B.A., F.R.C.S. THE
CONTROL OF A SCOURGE : Or,
How Cancer is Curable. Demy Zvo.
ys. 6d. net.

Christian (F. W.). THE CAROLINE
ISLANDS. With many Illustrations and
Maps. Demy 8710. 12s.6d.net.

Cicero. See Classical Translations.
Clapham (J. H.), Professor of Economics in

the University of Leeds. THE WOOL-

LEN AND WORSTED INDUSTRIES.
With 21 Illustrations and Diagrams. Cr.
8vo. 6s.

CIarke(F. A.), M.A. See Leaders of Religion.
Clausen (George), A.R.A., R.W.S. SIX
LECTURES ON PAINTING. With 19
Illustrations. Third Edition. Large Post
Zvo. 3s. 6d. net.

AIMS AND IDEALS IN ART. Eight
Lectures delivered to the Students of the

Royal Academy of Arts. With 32 Illustra-

tions. Second Edition. Large Post 8vo.

55. net.

Cleather (A. L.). See Wagner (R).

Clinch (G.), F.G.S. See Antiquary's Books
and Little Guides.

Clough (W. T.)and Dunstan (A. E.).
See Junior School Books and Textbooks of

Clouston (T. S.), M.D., C.C.D., F.R.S.E.
THE HYGIENE OF MIND. With 10
Illustrations. Fifth Edition. Demy Zvo.

js. 6d. net.

Coast (W. G.), B.A. EXAMINATION
PAPERS IN VERGIL. Cr. 8vo. 2s.

Cobb (\V. F.), M.A. THE BOOK OF
PSALMS: with a Commentary. DemyZvo.
10s. 6d. net.

Coleridge (S. T.). POEMS. Selected and
Arranged by Arthur Symons. With a

Photogravure Frontispiece. Fcap. 8vo.

2s. 6d. net.

Collingwood (W. G.), M.A. THE LIFE
OF JOHN RUSKIN. With Portrait.

Sixth Edition. Cr. Zvo. 2s. 6d. net.

Collins (W. E.), M.A. See Churchman's
Library.

Combe (William). See I. P. L.
Conrad (Joseph). THE MIRROR OF
THE SEA: Memories and Impressions.
Third Edition. Cr. Zvo. 6s.

Cook(A.M.), M.A.,andMarchant(E. C),
M.A. PASSAGES FOR UNSEEN
TRANSLATION. Selected from Latin and
Greek Literature. Fourth Ed. Cr.87'0. 3s. 6d.

LATIN PASSAGES FOR UNSEEN
TRANSLATION. ThirdEd. Cr.Zvo. is.6d.

Cooke=Taylor(R. W.). THE FACTORY
SYSTEM. Cr. Zvo. 2s. 6d.

Coolidge (W. A. B.), M.A. THE ALPS.
With many Illustrations. Demy Svo.

•js. 6d net.

A Colonial Edition is also published.

Corelli (Marie). THE PASSING OF THE
GREAT QUEEN. Second Edition. Fcap.

A CHRISTMAS GREETING. Cr. A to. is.

Corkran (Alice). See Little Books on Art.

Cotes (Everard). SIGNS AND POR-
TENTS IN THE FAR EAST. With 35
Illustrations. Second Edition. Demy Zvo.

is. 6d. net.

A Colonial Edition is also published.

Cotes (Rosemary). DANTE'S GARDEN.
With a Frontispiece. Second Edition.
Fcap. Zvo. 2s. 6d.; leather, 3s. 6d. net.

BIBLE FLOWERS. With a Frontispiece

and Plan. Frafi. Zr'O. 2s. 6d. net.
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Cowley (Abraham). See Little Library.
Cowper (William). THE POL.MS.

Edited with an Introduction and Notes by

J. C. Bailey, M.A. Illustrated, including
two unpublished designs by William
Blake. Veiny Zvo. 10s. 6d. m t.

Cox (J. Charles). See Ancient Cities, Anti-
quary's Books, and Little Guides.

Cox (Harold), B.A., M.P. LAND
NATIONALIZATION AND LAM)
TAXATION. Second Edition revised.

Cr. Zi'O. 3*. 6d. net.

Crabbe (George). See Little Library.
Craik(Mrs.). See Little Library.
Crane (C. P.), D.S.O. See Little Guides.
Crane (Walter), R.W.S. AN ARTIST'S
REMINISCENCES. With 123 Illustra-

tions by the Author and others from Photo-
graphs. Second Edition. Demy Zvo. \Zs.

net.

A Colonial Edition is also published.
INDIA IMPRESSIONS. With 84 Illus-

trations from Sketches by the Author.
Second Edition. Demy Zvo. ys. 6d. net.

A Colonial Edition is also published.

Crashaw (Richard). See Little Library.
Crawford (F. Ci.). See Danson (Mary C).
Crofts (T. R. IN.), M.A., Modern Language

Master at Merchant Taylors' School.
Simplified French Texts.

Cross (J. A.), M.A. THE FAITH OF
THE BIBLE. Fcafi.Zvo. is.td.net.

Cruikshank(Q.). THE LOVING BAL-
LAD OF LORD BATEMAN. With 11

Plates. Cr. i6mo. is. 6d. net.

Crump (B.). See Wagner (R.).

Cunliffe (Sir F. H. ET), Fellow of All Souls'
College, Oxford. THE HISTORY OF
THE BOER WAR. With many Illus-

trations, Plans, and Portraits. In 2 vols.

Quarto. Vol. I. 15^
Cunynghame (H. H.), C.B. See Connois-

seur's Library-
Cutts(E. L.), D.D. See Leaders of Religion.
Daniell (Ci. W.), M.A. See Leaders of

Religion.
Dante (Alighieri). LA COMMEDIA DI
DANTE. The Italian Text edited by
Paget Toynbee, M.A., D.Litt. Cr.Zvo. 6s.

THE DIVINE COMEDY. Translated
by H. F. Cary. Edited with a Life of
Dante and Introductory Notes by Pagj t

M.A., D.Litt. Demy Zvo. 6d.

1 HE I'i'KGATOIUO OF DANTE.
Translated into Spenserian Prose by C.
Gordon Wright. With the Italian text.

Feap. Zvo. 2s. 6d. net.

See also Little Library, Toynbee (Paget),
and Vernon (Hon. W. Warren).

Darley (George). S~e Little Library.
D'Arcytk. FT), M.A, A NEW TETGON-

[ETRYFOR BEGINNERS. With
numerous diagrams. Cr. Zvo. 2s. 6d.

Davenport (Cyril). See Connoisseur's
Library and Little Books on Art.

Davenport (James;. THE WASH-
BOURNE FAMILY. With is Illustra-
tions and a Map. KoyalZvo. -j\s net.

Davey (Richard). THE PAGEANT OF
LONDON. With 40 Illustrations in

Colour by John Fulleylove, R. I. InTivo
Volumes. Demy Zvo. 15s. net.

Davis (H. W. C), M.A., Fellow and Tutor
of Balliol College. ENGLAND UNDER
THE NORMANS AND ANGEVINS :

1066-1272. With Maps and Illustrations.

Demy Zvo. 10s. 6d. net.

Dawson (Nelson). See Connoisseur's Library.

Dawson (Mrs. Nelson). See Little Books on
Art.

Deane (A. C). See Little Library.
Deans (Storry R.). THE TRIALS OF
FIVE QUEENS: Katharine of
Aragon, Anne Boleyn, Mary Queen
of Scots, Marie Antoinette and Caro-
line of Brunswick. With 12 Illustrations.

Demy Zvo. 10s.6d.net.
A Colonial Edition is also published.

Dearmer (Mabel). A CHILD'S LIFE OF
CHRIST. With 8 Illustrations in Colour
by E. Fortescue-Brickdale. Large Cr.
Zvo. 6s.

Delbos (Leon). THE METRIC SYSTEM.
Cr. Zvo. is.

Demosthenes. AGAINST CONON AND
CALLICLES. Edited by F. Darwin
Swift, M.A. Second Edition. Ecap.
Ziw. 2J.

Dickens (Charles). See Little Library,
I.P.L., and Chesterton (G. K.).

Dickinson (Emily). POEMS. Cr. Zvo.

4s. 6d. net.

Dickinson (G. L.), M.A., Fellow of Kind's
College, Cambridge. THE GREEK
VIEW OF LIFE. Sixth Edition. Cr.
Zvo. zs. 6d.

Dilke(Lady), Bulley (Miss), and Whitley
(Miss). WOMEN'S WORK. Cr. Zvo.

is. 6d.

Dillon (Edward), M.A. See Connoisseur's
Library and Little Books on Art.

Ditchfield (P. H.), M.A., F.S.A. THE
STORY OF OUR ENGLISH TOWNS.
With an Introduction by Augustus
Jessoit, D.D. SecondEdition. Cr.Zvo. 6s.

OLD ENGLISH CUSTOMS: Extant at

the Present Time. Cr. Zvo. 6s.

ENGLISH VILLAGES. With 100 Illustra-

tions. Second Edition. Cr.Zvo. 2s.6d.net
THE PARISH CLERK. With 31

Illustrations. Third Edition. Demy Zvo.

js. 6d. net.

Dixon (VV. M.), M.A. A PRIMER OF
TENNYSON. Second Edition. Cr.Zvo.
2s. 6d.

ENGLISH POETRY FROM BLAKE TO
BROWNING. Second Edition. Cr.Zvo.
2s. 6d.

Dobbs (W. J.), M.A. See Textbooks of

Doney(May). SONGS OF THE REAL.
Cr. Zvo. 3-f. 6d. net.

Douglas (Hugh A.). VENICE ON FOOT.
With the Itinerary of the Grand Canal.
With 75 Illustrations and n Maps. Am/.
Zvo. $s. net.
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Douglas (James). THE MAN IN THE
PULPIT. Cr. Zvo. 2S. 6d. net.

Dowden (J.), D.D., Lord Bishop of Edin-
burgh. FURTHER STUDIES IN THE
PRAYER BOOK. Cr. Zvo. 6s.

See also Churchman's Library.
Drage (Q.). See Books on Business.

Draper (F. W. M.). See Simplified French
Texts.

Driver (S. R.), D.D., D.C.L., Regius Pro-
fessor of Hebrew in the University of
Oxford. SERMONS ON SUBJECTS
CONNECTED WITH THE OLD
TESTAMENT. Cr. Zvo. 6s.

See also Westminster Commentaries.
Dry (Wakeling). See Little Guides.
Dryhurst(A. R.). See Little Books on Art.

Du Buisson(J. C), M.A. See Churchman's
Bible.

Duguid (Charles). See Books on Business.
Dumas (Alexandre). THE CRIMES OF
THE BORGIAS AND OTHERS.
With an Introduction by R. S. Garnett.
With 9 Illustrations. Cr. Zvo. 6s.

THE CRIMES OF URBAIN GRAN-
DIER AND OTHERS. With 8 Illustra-

tions. Cr. Zvo. 6s.

THE CRIMES OF THE MARQUISE
DE BRINVILLIERS AND OTHERS.
With 8 Illustrations. Cr. Zvo. 6s.

THE CRIMES OF ALI PACHA AND
OTHERS. With 8 Illustrations. Cr. Zvo.

6s.

Colonial Editions are also published.
MY MEMOIRS. Translated by E. M.
Waller. With an Introduction by Andrew
Lang. With Frontispieces in Photogravure.
In six Volumes. Cr. Zvo. 6s. each volume.
A Colonial Edition is also published.

Vol. I. 1802-1821. Vol. III. 1826-1830.
Vol. II. 1822-1825. Vol. IV. 1830-1831.

Duncan (David), D.Sc, LL.D. THE LIFE
AND LETTERS OF HERBERT
SPENCER. With is Illustrations. Demy

Dunn (J. T)., D.Sc, and Mundella(V. A.).
GENERAL ELEMENTARY SCIENCE.
With 114 Illustrations. Second Edition.
Cr. Zvo. t,s. 6d.

Dunstan (A. E.), B.Sc. (Lond.), East Ham
Technical College. See Textbooks of
Science, and Junior School Books.

Durham (The Earl of ). A REPORT ON
CANADA. With an Introductory Note.
Demy Zvo. 4s. 6d. net.

Dutt(W. A.). THE NORFOLK BROADS.
With coloured Illustrations by Frank
Southgate, R.B.A. Second Edition. Cr.
Zvo. 6s.

WILD LIFE IN EAST ANGLIA. With
16 Illustrations in colour by Frank South-
gate, R.B.A. Second Edition. Demy
Zvo. 7s. 6d. net.

SOME LITERARY ASSOCIATIONS OF
EAST ANGLIA. With 16 Illustrations in

Colour by W. Dexter, R.B.A., and 16
other Illustrations. Demy Zvo. 10s.6d.net.
See also Little Guides.

Earle(John), Bishop of Salisbury. MICRO-
COSMOGRAPHIE, or A PIECE OF
THE WORLD DISCOVERED. Post
i6mo. 2s. net.

Edmonds(MajorJ. E.), R.E.;D.A.Q.-M.G.
See Wood (W. Birkbeck).

Edwards (Clement), M.P. RAILWAY
NATIONALIZATION. Second Edition,

Revised. Crown Zvo. 2s. 6d. net.

Edwards (W. Douglas). See Commercial
Series.

Edwardes (Tickner). THE LORE OF
THE HONEY BEE. With many Illustra-

tions. Cr. Zvo. 6s.

Egan (Pierce). See I.P.L.
Egerton (H. E.), M.A. A HISTORY OF
BRITISH COLONIAL POLICY. A
Cheaper Issue, with a supplementary chapter.
Second Ed., Revised. Demy Zvo. 7s.6d.net.

A Colonial Edition is also published.

Ellaby (C. G.). See Little Guides.
Ellerton (F. G.). See Stone (S. J.).
Epictetus. See Aurelius (Marcus).
Erasmus. A Book called in Latin EN-
CHIRIDION MILITIS CHRISTIANI,
and in English the Manual of the Christian
Knight. Fcap. Zvo. 3.?. 6d. net.

Ewald (Carl). TWO LEGS, AND OTHER
STORIES. Translated from the Danish
by Alexander Teixeira de Mattos.
Illustrated by Augusta Guest. Large Cr.
Zvo. 6s.

Fairbrother(W. H.), M.A. THE PHILO-
SOPHY OF T. H. GREEN. Second
Edition. Cr. Zvo. 3s. 6d.

Fea (Allan). SOME BEAUTIES OF THE
SEVENTEENTH CENTURY. With
82 Illustrations. Second Edition. Demy
Zvo. 12s. 6d. net.

THE FLIGHT OF THE KING. With
over 70 Sketches and Photographs by the

Author. New and revised Edition.
Demy Zvo. js. 6d. net.

A Colonial Edition is also published.

SECRET CHAMBERS AND HIDING-
PLACES. With 80 Illustrations. New and
revised Edition. Demy Zvo. 7s. 6d. net.

A Colonial Edition is also published.

Ferrier (Susan). See Little Library.

Fidler (T. Claxton), M.Inst. C.E. See
Books on Business.

Fielding (Henry). See Standard Library.

Finn(S. W.), M.A. See Junior Examination
Series.

Firth (J. B.). See Little Guides.
Firth (C. H.), M.A., Regius Professor of

Modern History at Oxford. CROM-
WELL'S ARMY: AHistory of the English
Soldier during the Civil Wars, the Com-
monwealth, and the Protectorate. Cr. Zvo.

6s.

Firth (Edith E.)- See Beginner's Books.,
FitzQerald (Edward). THE RUBAIYAT
OF OMAR KHAYYAM. Printed from
the Fifth and last Edition. With a Com-
mentary by Mrs. Stephen Batson, and a
Biography of Omar by E. D. Ross. Cr.
Zvo. 6s. See also Miniature Library.
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FitzGerald (H. P.). A CONCISE HAND-
BOOK. OF CLIMBERS, TWINERS,
AND WALL SHRUBS. Illustrated.

Fcap. Svo. 35. 6d. net.

Fitzpatrick(S. A. O.). See Ancient Cities.

Flecker (W. H.), M. A., D.C.L., Headmaster
of the Dean Close School, Cheltenham.
THE STUDENT'S PRAYER BOOK.
The Text of Morning and Evening
Prayer and Litany. With an Introduc-
tion and Notes. Cr. Svo. as. 6d.

Fletcher (J. S.). A BOOK OF YORK-
SHIRE. With 16 Illustrations in Colour
by Wal Paget and Frank Southgate,
R.B.A.,and 12 from Photographs. Demy
Svo. ys. 6d. net.

A Colonial Edition is also published.
Flux (A. \V.), M.A., William Dow Professor

of Political Economy in M'Gill University,
Montreal. ECONOMIC PRINCIPLES.
Demy Svo. ys. 6d. net.

Foat (F. W. G.), D.Litt., M.A., Assistant
Master at the City of London School.
LONDON : A READER FOR YOUNG
CITIZENS. With Plans and Illustra-

tions. Cr. Svo. is. 6d.
Ford (H. G.), M.A., Assistant Master at

Bristol Grammar School. See Junior School
Books.

Forel (A.). THE SENSES OF INSECTS.
Translated by Macleod Yearsley. With
2 Illustrations. Demy Svo. ios. 6d. net.

Fortescue (Mrs. G.). See Little Books on
Art.

Fraser (J. F.). ROUND THE WORLD
ON A WHEEL. With 100 Illustrations.

Fifth Edition Cr. Svo. 6s.

A Colonial Edition is also published.
French (W.), M.A. See Textbooks of Science.
Freudenreich (Ed. von). DAIRY BAC-
TERIOLOGY. A Short Manual for

Students. Translated by J. R. Ainsworth
Davis, M.A. Second Edition. Revised.
Cr. Svo. is. 6d.

FuIford(H. W.), M.A. See Churchman's
Bible.

Fuller (W. P.), M.A. See Simplified French
Texts.

Fyvie r.Iohn). TRAGEDY QUEENS OF
THEGEORGIAN ERA. With 16 Illustra-

tions. SecondEd. DemySvo. 12s.6d.net.
Gallaher (D.)and Stead (W. J.). THE

Il'l.hl K RUGBY FOOTBALLER,
ON THE NEW ZEALAND SYSTEM.
With 35 Illustrations. Second Ed. Demy
Svo. 10s. 6d. net.
A Colonial Edition is also published.

GalIichan(\V. M.). See Little Guide
Gambado (Geoffrey, Esq.). See III
Gaskell (Mrs.). See Little library, Stan-

dard Library and Sixpenny Novels.
Gasquet, the Right Rev. Abbot, O.S.B. See

Antiquary's Books.
Oeorge(H.B.), M. A., Fellow ofNewColIege,

Oxford. BATTLES OF ENGLISH HIS-
TORY. With numerous Plans. Fourth
Edition. Cr. Svo. 3*. 6d.

A HISTORICAL GEOGRAPHY OF Till.

BRITISH EMPIRE. Third Edition.
Cr. Svo. 3s. 6d.

Gibbins (H. de B.), Litt.D., M.A. IN-
DUSTRY IN ENGLAND: HISTORI-
CAL OUTLINES. With 5 Maps. Fifth
Edition. Demy Svo. ios. 6d.

THE INDUSTRIAL HISTORY OF
ENGLAND. With Maps and Plans.

Fifteenth Edition, Revised. Cr. Svo. 3s.

ENGLISH SOCIAL REFORMERS.
Second Edition. Cr. Svo. as. 6d.

See also Hadfield (R. A.)., and Commer-

Gibbon (Edward). MEMOIRS OF MY
LIFE AND WRITINGS. Edited by
G. Birkbeck Hill, LL.D Cr. Svo. 6s.

THE DECLINE AND FALL OF THE
ROMAN EMPIRE. Edited, with Notes,
Appendices, and Maps, by J. B. Bury,
M.A., Litt.D., Regius Professor of Modern
History at Cambridge, in Seven Volumes.
Demy Svo. Gilt top. 8s. 6d. each. Also,
Crown Svo. 6s. each.

See also Standard Library.
Gibbs (Philip). THE ROMANCE OF
GEORGE VILLIERS : FIRST DUKE
OF BUCKINGHAM. AND SOME MEN
AND WOMEN OF THE STUART
COURT. With 20 Illustrations. Second
Edition. Demy Svo. 15J. net.

A Colonial Edition is also published.
Gibson (E. C. S.), D.D., Lord Bishop of

Gloucester. See Westminster Commentaries,
Handbooks of Theology, and Oxford Bio-
graphies.

Gilbert (A. R.). See Little Books on Art.
Gloag (M. R.) and Wyatt (Kate M.). A
BOOK OF ENGLISH GARDENS.
With 24 Illustrations in Colour. Demy
Svo. 10s. 6d. net.

Godfrey (Elizabeth). A BOOK OF RE-
MEMBRANCE. Being Lyrical Selections
for every day in the Year. Arranged by.

Fcap. Svo. as 6d. net.

ENGLISH CHILDREN IN THE OLDEN
TIME. With 32 Illustrations. Second
Edition. Demy Svo. 7s. 6d. net.

Godley (A. D.), M.A., Fellow of Magdalen
College, Oxford. LYRA FRIVOLA.
Fourth Edition. Fcap. Svo. as. 6d.

VERSES TO ORDER. Second Edition.
Fcap. Svo. as. 6d.

SECOND STRINGS. Fcap. Svo. as. 6d.
Goldsmith (Oliver). THE VICAR OF

\V A K E F I E L I). With 10 Plates in

Photogravure by Tony Johannot. Leather,
Fcap. 32W0. as. 6d. net.

See also I.P.L. and Standard Library.
Gomme (G. L.). See Antiquary's Books.
(ioodrich-Freer (A.). IN A SYRIAN
SADDLE. Demy Svo. ys. 6d. net.

A Colonial Edition is also published.
Gorst(Rt. Hon. Sir John). THE CHIL-
DREN OK THE NATION. Second
Edition. Demy Svo. ys. 6d. net.

Goudge (H. LA M.A., Principal of Well*
Theological College. See.Westminster Com-
mentaries.
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Graham (P. Anderson). THE RURAL
EXODUS. The Problem of the Village

and the Town. Cr. Svo. 2s. 6d.

Granger (F. S.), M.A., Litt.D. PSYCH-
OLOGY. Third Edition. Cr. Zvo. is. td.

THE SOUL OF A CHRISTIAN.
Cr. Svo. 6s.

Grav(E. M'Queen). GERMAN PASSAGES
FOR UNSEEN TRANSLATION. Cr.

Svo. 2S. 6d.

Gray (P. L.), B.Sc. THE PRINCIPLES OF
MAGNETISM AND ELECTRICITY.
With 181 Diagrams. Cr. Svo. 3s. 6d.

Green (G. Buckland), M.A., late Fellow
of St. John's College, Oxon. NOTES ON
GREEK AND LATIN SYNTAX.
Second Ed. revised. Crown Svo. is. 6d.

Greenidge(A.H. J.),M.A., D.Litt. A HIS-
TORY OF ROME : From the Tribunate of

Tiberius Gracchus to the end of the Jugur-
thine War, B.C. 133-104. Demy Svo.

jos. 6d. net.

Greenwell (Dora). See Miniature Library.

Gregory (R. A.). THE VAULT OF
HEAVEN. A Popular Introduction to

Astronomy. Illustrated. Cr. 8710. 2s. 6d.

Gregory (Miss E. C). See Library of
Devotion.

Grubb(H. C). See Textbooks ofTechnology.
Hadfield(R. A.) and Gibbins (H. de B ).

A SHORTER WORKING DAY. Cr.

Svo. 2s. 6d.

Hall (Mary). A WOMAN'S TREK FROM
THE CAPE TO CAIRO. With 64 Illus-

trations and 2 Maps. Second Edition.
Demy Szjo. ids. net.

Hall (R. N.) and Neal (W. G.). THE
ANCIENT RUINS OF RHODESIA.
Illustrated. Second Edition, revised.

Demy Svo. 10s. 6d. net.

A Colonial Edition is also published.

Hall (R. N.). GREAT ZIMBABWE.
With numerous Plans and Illustrations.

Second Edition. Demy Svo. 10s. 6d. net.

Hamel (Frank). FAMOUS FRENCH
SALONS. With 20 Illustrations.

Third Edition. Demy Sz>o. 12s. 6d. net.

A Colonial Edition is also published.

Hamilton (F. J.), D.D. See Byzantine Texts.

Hannay (D.). A SHORT HISTORY OF
THE ROYAL NAVY, 1200-1688. Illus-

trated. Demy Svo. 7s. 6d. net.

Hannay (James O.), M.A. THE SPIRIT
AND ORIGIN OF CHRISTIAN
MONASTICISM. Cr. Svo. 6s.

THE WISDOM OF THEDESERT. Fcap.
Svo. 3J. 6d. net.

Hardie (Martin). See Connoisseur's Library.

Hare (A. T.), M.A. THE CONSTRUC-
TION OF LARGEINDUCTION COILS.
With numerous Diagrams. Demy Svo. 6s.

Harvey (Alfred), M.B. See Ancient Cities

and Antiquary's Books.
Hawthorne(Nathaniel). See Little Library.
Heath (Frank R.). See Little Guides.
Heath (Dudley). See Connoisseur's Library.
Hello (Ernest). STUDIES IN SAINT-

SHIP. Fcap Svo. 3s. 6d.

Henderson (B. W.), Fellow of Exeter
College, Oxford. THE LIFE AND
PRINCIPATE OF THE EMPEROR
NERO. Illustrated. New and cheaper
issue. Demy Svo. ys. 6d. net.

AT INTERVALS. Fcap Zvo. 2s.6d.net.

Henderson (M. Sturge). GEORGE
MEREDITH: NOVELIST, POET,
REFORMER. With a Portrait in Photo-
gravure. Second Edition. Crown Svo. 6s.

Henderson (T. F.). See Little Library and
Oxford Biographies.

Henderson (T. F.), and Watt (Francis).
SCOTLAND OF TO-DAY. With 20
Illustrations in colour and 24 other Illus-

trations. Second Edition. Cr. Zvo. 6s.

A Colonial Edition is also published.

Henley (W. E.). ENGLISH LYRICS.
CHAUCER TO POE, 1340-1849. Second
Edition. Cr. Svo. 2s. 6d. net.

Henley (W. E.)and Whibley (C.) A BOOK
OF ENGLISH PROSE, CHARACTER,
AND INCIDENT, 1387-1649. Cr. Svo.

2s. 6d. net.

Henson(H. H.), B.D., Canon of Westminster.
LIGHT AND LEAVEN : Historical
and Social Sermons. Cr. Svo. 6s.

Herbert (George). See Library of Devotion.

Herbert of Cherbury (Lord). See Minia-
ture Library.

Hewins (W. A. S.), B.A. ENGLISH
TRADE AND FINANCE IN THE
SEVENTEENTH CENTURY. Cr. Svo.

2s. 6d.

Hewitt (Ethel M.) A GOLDEN DIAL.
A Day Book of Prose and Verse. Fcap.
Svo. 2s. 6d. net.

Hey (H.), Inspector, Surrey Education Com-
mittee, and Rose (G. H.), City and Guilds
Woodwork Teacher. THE MANUAL
TRAINING CLASSROOM : Wood-
work. Book I. 4/0. is.

Heywood (W.). See St. Francis of Assisi.

Hill (Clare). See Textbooks of Technology.
Hill (Henry), B.A., Headmaster of the Boy's

High School, Worcester, Cape Colony. A
SOUTH AFRICAN ARITHMETIC.
Cr. Svo. 3 s. 6d.

Hind(C. Lewis). DAYS IN CORNWALL.
With 16 Illustrations in Colour by William
Pascoe, and 20 other Illustrations and a
Map. Second Edition. Cr. Svo. 6s.

Hirst (F. W.) See Books on Business.
Hoare (J. Douglas). A HISTORY OF
ARCTIC EXPLORATION. With 20
IIlustrations& Maps. DemyZvo. is.6d.net.

Hobhouse (L. T.), late Fellow of C.C.C.,
Oxford. THE THEORY OF KNOW-
LEDGE. Demy Svo. ios.6d.net.

Hobson(J. A.), M.A. INTERNATIONAL
TRADE : A Study of Economic Principles.

Cr. Zvo. 2S. 6d. net.

PROBLEMS OF POVERTY. An Inquiry
into the Industrial Condition of the Poor.
Seventh Edition. Cr. Svo. 2s. 6d.
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THE PROBLEM OF THE UNEM-
PLOYED. Fourth Edition. CrAvo. 2S.6d.

Hodgetts (E. A. Brayley). THE COURT
OF RUSSIA IN THE NINETEENTH
CENTURY. With 20 Illustrations. Tivo
Volumes. Demy Svo. 24s. net.

A Colonial Edition is also published.
llodgkin (T.)i D.C.L. See Leaders of

Religion.
Hodgson(Mrs. W.) HOW TO IDENTIFY
OLD CHINESE PORCELAIN. With 40
Illustrations. Second Edition. Post Svo. 6s.

Holden-Stone (G. de). See Books on
Business.

Holdich (Sir T. H.), K.C.I.E. THE
INDIAN BORDERLAND: being a
Personal Record of Twenty Years. Illus-

trated. Demy Svo. 10s. 6d. net.

A Colonial Edition is also published.
Iloldswortli (VV. S.). M.A. A HISTORY
OF ENGLISH LAW. In Two Volumes.
Vol. I. Demy Svo. \os. 6d. nOt.

Holland (H. Scott), Canon of St. Paul's.

See Newman ( L H.).

Hollway-Calth'rop (H. C), late of Balliol

College, Oxford; Bursar of Eton College.
PETRARCH : HIS LIFE, WORK, AND
TIMES. With 24 Illustrations. Demy
Svo. 1

2

j. Cd. net.

A Colonial Edition is also published.

Holt (Emily). THE SECRET OF POPU-
LARITY : How to Achieve Social Success.
Cr. Svo. $s. 6d. net.

A Colonial Edition is also published.

HoIvoake(G. J.). THE CO-OPERATIVE
MOVEMENT OF TO-DAY. Fourth Ed.
Cr. Svo. is. 6d.

Hone(Nat'ianiel J.). SeeAntiquary's Books.
Hook (A.) HUMANITY AND ITS
PROBLEMS. Cr. Svo. 5.9. net.

lloppner. See Little Galleries.

Horace. Seel ' translations.

llorsburgh(fc;. L. S.),M.A. WATERLOO:
With Plans. Second Edition. Cr. Svo. $s.

See also Oxford Biographies.
Horth (A. C). See Textbooks of Technology.
Horton(R. F.),D.D. See Leaders of R< I

Hosie (Alexander). MANCHURIA. With
Illustrations and a Map. Second Edition.
Demy Svo. -js. 6d. net.

A Colonial Edition is also publi

How (P. D.). SIX GREAT SCHOOL-
MASTERS. With Portraits and Illustra-

tions. Second Edition. J'emySvo. js. 6d.

Howell (A. G. Ferrers). FRANCISCAN
I >A'.1 every day in

the year fi
I

I
1 im

Cr. Svo. 2s - ^d. net.

Howell (Q.). TRADEUNION1 M—New
and Oi.i). Fourth Edition. Cr. Svo.

2S. 6d.

Huggins (Sir William), K.C.B., O.M.,
D.C.L ,F.R .TH1 RO"S VL 01 IETY.
Will. I ,tions. Wide Koyal Svo.

4J. 6d. net.

Hughes (C. E.>. TH1 PRAISE OF
An English Antho-

logy-. With a Preface by Sidney Lee.
Demy Svo. 31. 6d. net.

Hughes (Thomas). TOM BROWN'S
SCHOOLDAYS. With an Introduction
and Notes by Vernon Rhndall. Leather.
Royal 32mo. 2s. 6d. net.

Hutchinson (Horace G.) THE NEW
FOREST. Illustrated in colour with
50 Pictures by Walter Tyndale and 4
by Lucy Kemp-Welch. Third Edition.
Cr. Svo. 6s.

Hutton (A. W.), M.A. See Leaders of
Religion and Library of Devotion.

Hutton (Edward). THE CITIES OF
UMBRIA. With 20 Illustrations in Colour
byA. Pisa, and 12 other Illustrations. Third
Edition. Cr. Svo. 6s.

A Colonial Edition is also published.
THE CITIES OF SPAIN. With 24 Illus-

trations in Colour, by A. W. Rimington,
20 other Illustrations and a Map. Third
Edition. Cr. Svo. 6s.

A Colonial Edition is also published.
FLORENCE AND THE CITIES OF
NORTHERN TUSCANY, WITH
GENOA With 16 Illustrations in Colour
by William Parkinson, and 16 other
Illustrations. Second Edition. Cr.Svo. 6s
A Colonial Edition is also published.

ENGLISH LOVE POEMS. Edited with
an Introduction. Fcap. Svo. 3.5. 6d. net.

Hutton (R. H.). See Leaders of Religion.

Hutton (W. H.), M.A. THE LIFE OF
SIR THOMAS .MORE. With Portraits
after Drawings by Holbein: Second Ed.
Cr. Svo. 5s.

See also Leaders of Religion.

Hyde(A.G.) GEORGE HERBERT AND
IMS TIMES. With 32 Illustrations.

Demy Svo. ios. 6d. net.

Hyett(F. A.). FLORENCE : Her History
and Art to the 1'ai.i. of the Republic.
Demy Stjo. 7J. 6d. net.

Ibsen (Henrik). BRAND. A Drama.
Translated by William Wilson. Third
Edition. Cr. Svo. 2s - 6d.

Inge (VV. R.), M.A., Fellow and Tutor of

Hertford College, Oxford. CHRISTIAN
"I i STICISM. (The Bampton Lectures of
1S99.) Demy Svo. 12s. 6d. net.

Sec alsoLibrary of Devotion.
Ingham (B. P.). See Simplified French

!nncs(A. D.), M.A. A HISTORYOFTHE
RRI I IMI IN INDIA. With Maps and

. ' r. Svo. 6s.

ENGLAND UNDER THE TUDORS.
With Maps, Second Edition. Demy Svo.

10J. 6d. net.

Jackson(C.E.), B.A., Senior Physics Maste
I uiford Grammar School.
of Science.

Jackson (S.), M.A. See Commercial Series.

Jackson (F. Hamilton). See Little Guides.
Jacob (F.), M.A. See Junior Examination

Series.
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James (\V. H. N.). See Brooks (E. E.).

Jeans (J. Stephen). TRUSTS, POOLS,
AND CORNERS AS AFFECTING
COMMERCE AND INDUSTRY. Cr.
Svo. 2S. 6d.

See also Books on Business.

Jebb (Camilla). A STAR OF THE
SALONS: Julie de Lespinasse. With
20 Illustrations. Demy Svo. 10s. 6d. net.

A Colonial Edition is also published.

Jeffery (Reginald VV.), M.A. THE
THIRTEEN COLONIES OF NORTH
AMERICA. With 8 Illustrations and a
Map. Demy Svo. 75. 6d. net.

A Colonial Edition is also published.

Jeffreys(D. Qwyn). DOLLY'STHEATRI-
CALS. Svper Royal i6mo. 2s. 6d.

Jenks(E.), M.A., B.C.L. AN OUTLINE
OF ENGLISH LOCALGOVERNMENT.
Second Ed. Revised by R. C. K. Ensor,
M.A. Cr. Svo. 2S. 6d.

Jenner (Mrs. H.). See Little Books on Art.

Jennings (Oscar), M.D. EARLY WOOD-
CUT INITIALS. Demy 4 to. Qis.net.

Jessopp (Augustus), D.D. See Leaders of
Religion.

Jevons (F. B.), M.A., Litt.D., Principal of
Hatfield Hall, Durham. RELIGION
IN EVOLUTION. Cr.Z-vo. 3s. 6d. net.

See also Churchman's Library and Hand-
books of Theology.

Johnson (Mrs. Barham). WILLIAM BOD-
HAM DONNE AND HIS FRIENDS.
Illustrated. Demy Svo. 10s.6d.net.

Johnston (Sir H. H.), K.C.B. BRITISH
CENTRAL AFRICA. With nearly 200
Illustrations and Six Maps. Third Edition.
Cr. 4 to. lis. net.

A Colonial Edition is also published.

Jones (H.). See Commercial Series.

Jones (H. F.). See Textbooks of Science.

Jones (L. A. Atherley), K.C., M.P., and
Bellot (Hugh H. L.), M.A., D.C.L.
THE MINER'S GUIDE TO THE COAL
MINES REGULATION ACTS AND
THE LAW OF EMPLOYERS AND
WORKMEN. Cr. Svo. 2s. 6d. net.

COMMERCE IN WAR. RoyalSvo. 21s.net.

Jones (R. Compton), M.A. POEMS OF
THE 1NN ER LI FE. Selected by. Thir-
teenth Edition. Fcap. Svo. 2s. 6d. net.

Jonson (Ben). See Standard Library.
Juliana (Lady) of Norwich. REVELA-
TIONS OF DIVINE LOVE. Ed.by Grace
Warrack. Third Ed. Cr. Svo. 3s. 6d.

Juvenal. See Classical Translations.

'Kappa.' LET YOUTH BUT KNOW:
A Plea for Reason in Education. Cr. Svo.

3s. 6d. net.

Kaufmann (M.), M.A. SOCIALISM AND
MODERN THOUGHT. SecondEdition
Revised and Enlarged. Cr. Svo. 2s. 6d.

net.

Keats (John). THE POEMS. Edited
with Introduction and Notes by E. de Selin-
COURT, M.A. With a Frontispiece in

Photogravure. Second Edition Revised.
Demy Svo. ys. 6d. net.

REALMS OF GOLD. Selections from the
Works of. Fcap. Svo. 3s. 6d. net.

See also Little Library and Standard
Library.

Keble (John). THE CHRISTIAN YEAR.
With an Introduction and Notes by W. Lock,
D.D., Warden of Keble College. Illustrated
by R. Anning Bell. ThirdEdition. Fcap.
Svo. 3s. 6d. ; padded morocco, 5s.

See also Library ofDevotion.
Kelynack (T. N.), M.D., M.R.C.P. THE
DRINK PROBLEM IN ITS MEDICO-
SOCIOLOGICAL ASPECT. By four-
teen Medical Authorities. Edited by.
With 2 Diagrams. Demy Svo. ys. (id. net.

Kempis (Thomas a). THE IMITATION
OF CHRIST. With an Introduction by
Dean Farrar. Illustrated by C. M. Gere.
Third Edition. Fcap. Svo. 3s. (id.; padded
morocco. 5s.

Also Translated by C. Bigg, D.D. Cr.
Svo. 3s. 6d.

See also Montmorency (J. E. G. de).,

Libraryof Devotion, and Standard Library.

Kennedy (Bart.). THE GREEN
SPHINX. Cr. Svo. 3s. 6d. net.

Kennedy (James Houghton), D.D., Assist-
ant Lecturer in Divinity in the University of
Dublin. ST. PAULS SECOND AND
THIRD EPISTLES TO THE CORIN-
THIANS. With Introduction, Dissertations
and Notes. Cr. Svo. 6s.

Kimmins (C. W.), M.A. THE CHEMIS-
TRY OF LIFE AND HEALTH. Illus-

trated. Cr. Svo. 2S. 6d.

Kinglake (A. W.). See Little Library.
Kipling (Rudyard). BARRACK-ROOM
BALLADS. Sqth Thousand. Twenty-
fifth Edition. Cr.Svo. 6s. Also Leather.
Fcap. Svo. $s.

A Colonial Edition is also published.
THE SEVEN SEAS. yyth Thousand.

Fourteenth Edition. Cr. Svo. 6s. Also
Leather. Fcap. Svo. 55.

A Colonial Edition is also published.
THE FIVE NATIONS. 65th Thousand.

Fourth Edition. Cr. Svo. 6s. Also
Leather. Fcap. Svo. 5s.

A Colonial Edition is also published.
DEPARTMENTAL DITTIES..Seventeenth

Edition. Cr. Svo. 6s. A Iso Leather. Fcap.
Svo. $s.

A Colonial Edition is also published.

Knight (Albert E.). THE COMPLETE
CRICKETER. With 50 Illustrations.

Demy Svo. ys. 6d. net.

A Colonial Edition is also published.
Knight(H.J.C.),B.D. SeeChurchman'sBible.
Knowling (R. J.), M.A., Professor of New

Testament Exegesis at King's College,
London. See Westminster Commentaries.

Lamb (Charles and Mary), THE WORKS.
Edited by E. V. Lucas. Illustrated. In
Seven Volumes. Demy Svo. ys. 6d. each.
See also Little Library and Lucas (E. V.)

Lambert (F. A. H.). See Little Guides.
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Lambros (Professor S. P.). See Byzantine
Texts.

Lane- Poole (Stanley). A HISTORY OF
EGYPT IX THE MIDDLE AGES. Fully
Illustrated. Cr. Sz'o. 6s.

Langbridge(F.),M.A. BALLADSOFTHE
BRAYE : Poems of Chivalry, Enterprise,
Courage, and Constancy. Third Edition.
Cr. Zro. is. 6d.

Law (William). See Library of Devotion
and Standard Library.

Leach (Henry). THE DUKE OF DEYON-
SHIRE. A Biography. With 12 Illustra-

tions. De?nySz'0. 12s.6d.net.
THE SPIRIT OF THE LIXKS. Cr. %vo. 6s.

A Colonial Edition is also published.

See also Braid (James).
Le Braz (Anatole). THE LAXD OF
PARDOXS. Translated by Frances M.
Gostling. With 12 Illustrations in Colour
by T. C. Gotch, and 40 other Illustrations.

Third Edition. Crown Sz'o. 6s.

Lee (Captain L. Melville). A HISTORY
OF POLICE IN EXGLAND. Cr. %vo.

%s. 6d. net.

Lewes (V. B.), M.A. AIR AXD WATER.
Illustrated. Cr. Svo. 2s. 6d.

Lewis (B. M. Gwyn). A CONCISE
HAXDBOOK OF GARDEN SHRUBS.
With 20 Illustrations. Fcap. Svo. y. 6d.net.

Lisle (Fortun^ede). See Little Bookson Art.

Littlehales (H.). See Antiquary's Books.
Llewellyn (Owen) and Raven-Hill (L.).
THE SOUTH-EOUND CAR. With 85
Illustrations. CrozvnSvo. 6s.

Lock (Walter), D.D., Warden of Keble
College. ST. PAUL, THE MASTER.
HLTLDER. Second Ed. Cr. Svo. 3*. 6d.

THF. BIBLE AXD CHRISTIAN LIFE.
Cr. Svo. 6s.

See also Keble (J.) and Leaders of Religion.

Locker (F.). See Little Library.

Lodge (Sir Oliver), F.R.S. THE SUB-
STANCE OF FAITH ALLIED WITH
SCIENCE: A Catechism for Parents
and Teachers. Ninth Ed. Cr. Svo. is. net.

Lofthouse(W. F.), M.A. ETHICS AND
ATONEMEXT. With a Frontispiece.

Demy Svo. $s. net.

Longfellow (H. W.). See Little Library.
Lorimer (George Horace). II

FROM A SELF-MADK MERCHANT
TO HIS SON. Seventeenth Edition. Cr.
Svo. 3s. 6d.

A Colonial Edition is also published.

OLD GOR( -ON GRAHAM. Second Edition.
Cr. Z?'0. 6s.

A Colonial Edition is al publi

Lover (Samuel). See I. P.L.
E. V. L. andC. L. (1. ENGLANDDAY BY

I >AY : Or, The Englishman's Handl
Effii iency Illu trati • by( • orgi Morrow.

'h Edition. Fcap. ^to. is.net.

Lucas(I;.V.). THELIFEOF) HARLES
1 1:. With 28 I Hi] itration 1. Fourth

and Revised F.dition in One Volume.
Dem I J

' net.
'.

I ilonial Edition i . also publi

A WANDERER IN HOLLAND. With
20 Illustrations in Colour by Herbert
Marshall, 34 Illustrations after old Dutch
Masters, and a Map. Ninth Edition.
Cr. Svo. 6s.

A Colonial Edition is also published.

A WANDERER IX LOXDOX. With 16

Illustrations in Colour by Nelson Dawson,
36 other Illustrations and a Map. Sixth
Edition. Cr. Szv. 6s.

A Colonial Edition is also published.

THE OPEN ROAD : a Little Book for Way-
farers. Fourteenth Edition. Fcap. Svo.

5s. ; India Paper, ys. 6d.

THE FRIEXDLY TOWN : a Little Book
for the Urbane. Fourth Edition, heap.
Svo. $s. ; India Paper, js. 6d.

FIRESIDE AXD SUXSHIXE. Fourth
Edition. Fcap. Svo. 5s.

CHARACTER AND COMEDY. Fourth
Edition. Fcap. Svo. $s.

THE GENTLEST ART. A Choice of
Letters by Entertaining Hands. Fifth
Edition. Fcap. Sz'o. <^s.

ASWAN AND HER FRIENDS. With 24
Illustrations. Demy Svo. 12s. 6d. net.

A Colonial Edition is also published.

Lucian. See Classical Translations.

Lyde(L. W.), M.A. See Commercial Series.

Lydon (Noel S.). See Junior School Books.
Lyttelton(Hon. Mrs. A.). WOMEN AND
THEIR WORK. Cr. Szv. 2s. 6d.

Macaulay (Lord). CRITICAL AXD HIS-
TORICAL ESSAYS. Edited by F. C. Mom-
tagl'E. M.A. Three Volumes. Cr. Sz'o. \Ss.

M 'Allen (J. E. B.), M.A. See Commercial
Series.

MacCulloch (J. A.). See Churchman's
Library.

MacCunn (Florence A.). MARY
STUART. With 44 Illustrations, in

eluding a Frontispiece in Photogravure.
New and Cheaper Edition. Large Cr. 8rv.

6s.

See also Leaders of Religion.

McDermott(E. R.). See Books on Business.
M'DowaIl(A. ».). See Oxford Biographies.
Mackay (A. M.), B.A. See Churchman's

Library.
Mackenzie (W. Leslie), M.A., M.I'.,

D.P.H., etc. THE 111- Al.TH OF THE
SCHOOL CHILD. Cr. Svo. 2s. 6d.

Macklin (Herbert W.), M.A. See Ami-
quary's Books.

M'Neile (A. H.), B.I). See Westminster
imentaries.

' Mdlle Mori ' (Author of). ST. CATH Ik
INK OF SIENA AND III I' 1'IMKS.
With 28 Illustrations. Second Edition.
Demy . 1 v. jt. 6d. net.

Magnus (Laurie), M.A. A PRIMER OF
WORDSWORTH. Cr. Svo. 2s. 6d.

MahaffyfJ. P.), I.itt.D. A HISTORY OF
THE EGYPT OF THE PTOLEMIES.
Fully Illustrated, Cr, I vo. 6s.

Maitland (P. W.), M.A., I.I..D. ROMAN
CANON LAW IN THE CHURCH OF
ENGLAND. KoyalSvo. 7s. 6d.
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Ma]or(H.). B.A., B.Sc. A HEALTH AND
TEMPERANCE READER. Cr. Svo.

is.

Maiden (H. E.), M.A. ENGLISH RE-
CORDS. A Companion to the History of

England. Cr. Svo. 3s. &*?•

THE RIGHTS AND DUTIES OF A
CITIZEN. Seventh Edition. Cr. Svo.

is. 6d.

See also School Histories.

Marchant (E. C), M.A., Fellow of Peter-

house, Cambridge. A GREEK ANTHO-
LOGY Second Edition. Cr. Svo. js. 6d.

See also Cook (A. M.J.

Marks (Jeannette), M.A. ENGLISH
PASTORAL DRAMA from the Restora-

tion to the date of the publication of the

'Lyrical Ballads' (1660-1798). Cr. Svo.

5s. net.

Marr(J. E.), F.R.S., Fellow of St John's Col-

lege, Cambridge. THE SCIENTIFIC
STUDY OF SCENERY. Third Edition.

Illustrated. Cr. Svo. 6s.

AGRICULTURAL GEOLOGY. Illustrated.

Cr. Svo. 6s.

Marriott (J. A. R.), M.A. THE LIFE
AND TIMES OF LORD FALKLAND.
With 23 Illustrations. Second Edition.

Demy Svo. ys. 6d. net.

Marvell (Andrew). See Little Library.

Masefield (John). SEA LIFE IN NEL-
SON'S TIME. Illustrated. Cr. Svo.

3s. 6d. net.

A Colonial Edition is also published.

ON THE SPANISH MAIN : or, Some
English Forays in the Isthmus of
Darien. With 22 Illustrations and a Map.
Demv Svo. 10s. 6d. net.

A Colonial Edition is also published.

A SAILOR'S GARLAND. Selected and
Edited by. Second Ed. Cr.Svo. 3s.6d.net.

AN ENGLISH PROSE MISCELLANY.
Selected and Edited by. Cr. Svo. 6s.

Maskell (A.). See Connoisseur's Library.

Mason(A. J.), D.D. See Leaders of Religion.

Masterman (C. F. G.), M.A., M.P.
TENNYSON AS A RELIGIOUS
TEACHER. Cr. Svo. 6s.

Matheson (E. P.). COUNSELS OF
LIFE. Fcap. Svo. -zs. 6d. net.

May (Phil). THE PHIL MAY ALBUM.
Second Edition, ^to. is. net.

Meakin (Annette M. B.), Fellow of the

Anthropological Institute. WOMAN IN
TRANSITION. Cr. Svo. 6s.

Mellows (Emma S.J. A SHORT STORY
OF ENGLISH LITERATURE. Cr.
Svo. 3s. 6d.

Methuen (A. M. S.), M.A. THE
TRAGEDY OF SOUTH AFRICA.
Cr. Svo. 2s. net. Also Cr. Svo. 3d. net.

ENGLAND'S RUIN : Discussed in Six-
teen Letters to a Protectionist.
Eighth Edition. Cr. Svo. 3d. net.

Miles (Eustace), M.A. LIFE AFTER
LIFE: or, The Theory of Reincarna-
tion. Cr. Svo. is. 6d. net.

THE POWER OF CONCENTRATION :

How to Acquire it. Second Edition.
Cr. Svo. 3s. 6d. net.

Millais (J. Q.). THE LIFE AND LET-
TERS OF SIR JOHN EVERETT
MILLAIS, President of the Royal Academy.
With many Illustrations, of which 2 are in

Photogravure. New Edition. Demy Svo.

ys. 6d. net.

See also Little Galleries.

Millin (O. F.). PICTORIAL GARDEN-
ING. With 21 Illustrations. Crown Svo.

3s. 6d. net.

Millis(C. T.), M.I.M.E. See Textbooks of

Technology.
Milne (J. G.), M.A. A HISTORY OF
EGYPT UNDER ROMAN RULE.
Fully Illustrated. Cr.Svo. 6s.

Milton (John). See Little Library and
Standard Library.

A DAY BOOK OF MILTON. Edited by
R. F. Towndrow. Fcap. Svo. 2.?. 6d. net.

Minchin(H. C.),M.A. See Peel (R.).

MitchelKP. Chalmers), M.A. OUTLINES
OF BIOLOGY. Illustrated. Second Edi-
tion. Cr. Svo. 6s.

Mitton (G. E.). JANE AUSTEN AND
HER TIMES. With 21 Illustrations.

Second and Cheaper Edition Large Cr.

Svo. 6s.

A Colonial Edition is also published.

Moffat (Mary M.). QUEEN LOUISA OF
PRUSSIA. With 20 Illustrations. Fourth
Edition. Crown Svo. 6s.

A Colonial Edition is also published.
' Moil (A.).' See Books on Business.

Moir(D. M.). See Little Library.

Molinos (Dr. Michael de). See Library of
Devotion.

Money (L. G. Chiozza), M.P. RICHES
AND POVERTY. Eighth Edition. Demy
Svo. 5s. net. Also Cr. Svo. is. net.

SOCIAL AND INDUSTRIAL PRO-
BLEMS. Demy Svo. 5s. net.

Montagu (Henry), Earl of Manchester. See
Library of Devotion.

Montaigne. A DAY BOOK OF. Edited
by C. F. Pond. Fcap. Svo. zs. 6d. net.

Montgomery (H. B.) THE EMPIRE OF
THE EAST. With a Frontispiece in Colour
and 16 other Illustrations. Second Edition.
Demy Svo. ys. 6d. net.

A Colonial Edition is also published.

Montmorency (J. E. G. de), B.A., LL.B.
THOMAS A KEMPIS, HIS AGE AND
BOOK. With 22 Illustrations. Second
Edition. Demv Svo. ys. 6d. net.

Moore (H. E.). BACK TO THE LAND.
Cr. Svo. 2s. 6d.

Moorhouse (E. Hallam). NELSON'S
LADY HAMILTON. With 51 Portraits.

Second Edition. Demy Svo. ys. 6d. net.

A Colonial Edition is also published.

Moran(CIarenceG.). See Bookson Business.

More (Sir Thomas). See Standard Library.
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Morfill (W. R.). Oriel Co»ese, Oxford. A
HISTORY OF RUSSIA FROM PETER
THE GREAT TO ALEXANDER II.

With Maps and Plans. Cr. Zvo. y. 6d.

Morich(R." J.), late of Clifton College. See
School Examination Series.

Morley (Margaret \V.), Founded on. THE
BEE PEOPLE. With 74 Illustrations.

Sq. Crown Zvo. zs. 6d.

LITTLE MITCHELL: The Story of a
Mountain Squirrel told by Himself.
With many Illustrations. Sq.Cr.Zvo. is.6d.

Morris (J.). THE MAKERS OF JAPAN.
With 24 Illustrations. Demy Zvo. izs. 6d.

net.

Morris (Joseph E.). See Little Guides.
Morton (A. Anderson). See Brodrick(M.1.
Moule(H. C. Q.), D.D., Lord Bishop of Dur-

ham. See Leaders of Religion.
Muir (M. M. Pattison), M.A. THE
CHEMISTRY OF FIRE. Illustrated.

Cr. Zvo. 2s. 6d.

Mundella (V. A.), M.A. See Dunn (J. T.).

Munro(R.), M.A., LL.D. See Antiquary's
Books.

Myers (A. Wallis), THE COMPLETE
LAWN TENNIS PLAYER. With many
Illustrations. Second Edition. Demy Svo.

10s. 6d. net.

Naval Officer (A). See I. P. L.
Neal (VV. Q. ). See Hall (R. N.).
Newman (Ernest). HUGO WOLF.

With ^Illustrations. Demy Svo. js.6d.net.

Newman(George), M.D.,D.P.H.,F.R.S.E.,
INFANT MORTALITY, A Social
Problem. With 16 Diagrams. Demy
Zvo. js. 6d. net.

Newman (J. H.) and others. See Library
of Devotion.

Newsholme (Arthur), M.D., F.R.C.P.
THE PREVENTION OF TUBERCU-
LOSIS. Demy Zvo. \os. 6d. net.

Nichols (Bowyer). See Little Library.
Nicklin (T.), M.A. EXAMINATION
PAPERS IN THUCYDIDES. Cr. Zvo. 2s.

Nimrod. See I. P. L.

Norgate (G. Le Grys). THE LIFE OF
SIR WALTER SCOTT. With 53 Illus-

trations by Jf.nny Wyi.ik. Demy Zvo.

js. 6d. net.

Norway (A. H.). NAPLES. Past and
With 25 Coloured Illustrations

by Mauim 1 niiagen. 1 hird
JCditinn Cr. Zvo. 6s.

A Colonial Edition is also published.

Novalis. Til E DISCIPLES AT SAlS AN 1

1

01 111 R 1
; \< .mi ITS 1 dited by Miss

Una BlRCH. J- cap. Zvo. y. 6d. int.

Officer (An). See I. P. L.

Oldficld (W. .1.), M.A., Prebend
Lincoln. A PRIMER "i RELIGIt »N.
I'. 1 .

. , 1 HE CA 1 I" HI ' HUR< n

OK E:. 1
'; Ct\ '"

Oldham (P. M.), B.A. See Textn
nee.

Oliphant (Mrs.). See Leaders of Religion.

Oliver, Thomas, M.D. DISEASES OF
OCCUPATION. With Illustrations. Se-
cond Edition. Demy Zvo. 10s. 6d. net.

Oman(C. W.C.), M.A., Fellow of All Souls',

Oxford. A HISTORY OF THE ART
OF WAR IN THE MIDDLE AGES.
Illustrated. Demy Zvo. 10s. 6d. net.

Ottley (R. L.), D.D. See Handbooks of
Theology and Leaders of Religion.

Overton (J. H.). See Leaders of Religion.

Owen (Douglas). See Books on Business.

Oxford (M.N.), ofGuv's Hospital. A HAND-
BOOK OF NURSING. Fourth Edition.
Cr. Zvo. y. 6d.

Pakes (VV. C. C). THE SCIENCE OF
HYGIENE. Illustrated. Demy Zvo. 15s.

Parker (Gilbert), M. P. A LOVER'S
DIARY. Fcap. Zvo. 5*.

A volume of poems.

Parkes (A. K.). SMALL LESSONS ON
GREAT TRUTHS. Fcap. Zvo. is. 6d.

Parkinson (John). PARADISI IN SOLE
PARADISUS TERRESTRIS. OR A
GARDEN OF ALL SORTS OF PLEA-
SANT FLOWERS. Folio. £3, ?.c net.

Parmenter (John). HELIO-TROPES, OR
NEW POSIES FOR SUNDIALS.
Edited by Percival Landon. Quarto.
3s. 6d. net.

Parmentier (Prof. Leon). See Bidez (J.).

Parsons (Mrs. C). GARRICK AND HIS
CIRCLE. With 36 Illustrations. Second
Edition. Demy Zvo. \is. 6d. net.

A Colonial Edition is also published.
Pascal. See Library of Devotion.
Paston (George). SOCIAL CARICA-
TURE IN THE EIGHTEENTH
CENTURY. With over 200 Illustrations.

Imperial Quarto. £2. 12s. 6d. net.

LADY MAKY WORILEY MONTAGU
AND HER TIMES With 24 Illustra-

tions. Second Edition. Demy Zvo. j 5J. net.

See also Little Books on Art and LP. L.
Paterson(W. R.)(Benjamin Swift). LIFE'S
CJUESTIONINGS. Cr. Zvo. 3* 6d. net.

Patterson (A. H.). NOTES OF AN EAST
COAST NATURALIST. Illustrated in

Colour by F. SoUTHGATE, R.B.A. Second
Edition. Cr. Zvo. 6s.

NATURE IN EASTERN NORFOLK.
With is Illustrations in Colour by Frank
SoUTHGATE, R.B.A. Second Edition. Cr.
Zvo. 6s.

WILD LIFE ON A NORFOLK ESTU-
ARY. Win. jo Illustrations by the Author,
and .i Prefatory Nolo by Her ('.race the
Duchess or Bedford. Jh-my Zvo.
lot. (>d. net.

Peacock (Netta). Sit Little Books on Art.
Patterson (J. B.). See Simplified French

Texts.
Peake (C. M. A.), F.R.H.S. A CON-
111 HANDBOOK OF GARDEN
ANNUAL AND BIENNIAL PLAN IS.
With 34 Illustrations. Fcap. Zvo. T,s.6d. tut.
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Peel (Robert), and Minchin (H. C), M.A.
OXFORD. With ioo Illustrations in

Colour. Cr. Svo. 6s.

A Colonial Edition is also published.
Peel (Sidney), late Fellow of Trinity College,

Oxford, and Secretary to the Royal Cora-
mission on the Licensing Laws. PRACTI-
CAL LICENSING REFORM. Second
Edition. Cr. 8710. is. 6d.

Petrie (W. M. Flinders), D. C. L. , LL. D. .Pro-
fessor of Egyptology at University College.
A HISTORY OF EGYPT. Fully Illus-

trated. In six volumes. Cr. Svo. 6s. each.
Vol. 1. From the Earliest Kings to
XVIth Dynasty. Sixth Edition.

Vol. 11. The XVIIth and XVIIIth
Dynasties. Fourth Edition.

Vol. hi. XIXth to XXXth Dynasties.
Vol. iv. The Egypt of the Ptolemies.

J. P. Mahaffy, Litt.D.
Vol. v. Roman Egypt. J. G. Milne, M.A.
Vol. vi. Egypt in the Middle Ages.

Stanley Lane-Poole, M.A.
RELIGION AND CONSCIENCE IN
ANCIENT EGYPT. Lectures delivered
at University College, London. Illustrated.

Cr. Svo. is. 6d.
SYRIA AND EGYPT, FROM THE TELL
ELAMARNA TABLETS. Cr.Svo. 2S.6d.

EGYPTIAN TALES. Translated from the
Papyri. First Series, ivth to xnth Dynasty.
Edited by W. M. Flinders Petrie. Illus-

trated by Tristram Ellis. Second Edi-
tion. Cr. Svo. 3s. 6d.

EGYPTIAN TALES. Translated from the
Papyri. Second Series, xvmth to xixth
Dynasty. Illustrated by Tristram Ellis.
Croivn 8vo. 3s. 6d.

EGYPTIAN DECORATIVE ART. A
Course of Lectures delivered at the Royal
Institution. Illustrated. Cr. 8vo. 3.1. 6d.

Phillips (W, A.). See Oxford Biographies.
Phillpotts (Eden). MY DEVON YEAR.

With 38 Illustrations by J. Ley Pethy-
bridge. Second and Cheaper Edition.
Large Cr. 8vo. 6s.

UP ALONG AND DOWN ALONG.
Illustrated by Claude Shepferson.
Cr. i,to. 5j. net.

Phythian (J. Ernest). TREES IN NA-
TURE,

_
MYTH, AND ART. With 24

Illustrations. Crown Svo. 6s.

Plarr (Victor Q.). See School Histories.

Plato. See Standard Library.

Plautus. THE CAPTIVI. Edited, with
an Introduction, Textual Notes, and a Com-
mentary, by W. M. Lindsay, Fell of
Jesus College, Oxford. DemySvo. 10s.6d.net.

Plowden-Wardlaw (J. T.), B.A., King's
College, Cambridge. See School Examina-
tion Series.

Podmore (Frank). MODERN SPIRI-
TUALISM. Two Volumes. Demy Svo.
21s. net.

Pollard (Alice). See Little Books on Art.

Pollard(ElizaF.). See Little Books on Art.

Pollock (David), M.I.N. A. See Books on
Business.

Potter (M. C), M.A., F.L.S. AN
ELEMENTARY TEXT - BOOK OF
AGRICULTURAL BOTANY. Illus-

trated. Third Edition. Cr. Svo. 4s. 6d.

Power (J. O'Connor). THE MAKING
OF AN ORATOR. Cr. Svo. 6s.

Prescott(0. L.). ABOUT MUSIC, AND
WHAT IT IS MADE OF. Cr. Svo.

3$. 6d. net.

Price (Eleanor C). A PRINCESS OF
THE OLD WORLD. With 21 Illus-

trations. Demy Svo. 12s. 6d. net.

Price (L. L.), M.A., Fellow of Oriel College,
Oxon. A HISTORY OF ENGLISH
POLITICAL ECONOMY FROM ADAM
SMITH TO ARNOLD TOYNBEE.
Fifth Edition. Cr. Svo. 2s. 6d.

Protheroe (Ernest). THE DOMINION
OF MAN. Geography in its Human
Aspect. With 32 full-page Illustrations.

Second Edition. Cr. Svo. 2s.

Quevedo Villegas. See Miniature Library.
'Q* (A. T. Quiller Couch). THE
GOLDEN POMP. A Procession of
English Lyrics from Surrey to Shir-
ley. Secondand Cheaper Edition. Cr.8z>o.
2s. 6d. net.

G. R. and E. S. MR. WOODHOUSE'S
CORRESPONDENCE. Cr. Svo. 6s.

A Colonial Edition is also published.
Rackham (R. B.), M.A. See Westminster

Commentaries.
Ragg (Laura M.). THE WOMEN ART-
ISTS OF BOLOGNA. With 20 Illus-

trations. Demy Svo. ys. 6d. net.

Ragg (Lonsdale). B.D., Oxon. DANTE
AND HIS ITALY. With 32 Illustra-

tions. Demy Svo. 12s.6d.net.
Rahtz (F. J.), M.A., B.Sc, Lecturer in

English at Merchant Venturers' Technical
College, Bristol. HIGHER ENGLISH.
Fourth Edition. Cr. Svo. 3-r. 6d.

Randolph (B. W.), D.D. See Library of
Devotion.

Rannie (D. W.), M.A. A STUDENT'S
HISTORY OFSCOTLAND. Cr.Svo. 3s. 6d.

WORDSWORTH AND HIS CIRCLE.
With 20 Illustrations. Demy Svo. 12s. 6d.
net.

Rashdall (Hastings), M.A., Fellow and
Tutor of New College, Oxford. DOC-
TRINE AND DEVELOPMENT. Cr.
Svo. 6s.

Raven (J. J.), D.D., F.S.A. See Antiquary's
Books.

Raven-Hill (L.). See Llewellyn (Owen).
Rawstorne (Lawrence, Esq.). See LP. L.
Raymond (Walter). See School Histories.
*Rea (Lilian). MADAME DE LA FA-
YETTE. With many Illustrations.

Demy 8710. 10s. 6d. net.

Real Paddy (A). See I.P.L.
Reason (W.), M.A. UNIVERSITY AND
SOCIAL SETTLEMENTS. Edited by.
Cr. Svo. 2s. 6d.
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Redpath (H. A.), M.A., D.Liu. See West-
minster Commentaries.

Rees (J. D.), C.I.K.. M.P. THE REAL
INDIA. Second Edition. Demy Zvo. ios.

6d. net.

A Colonial Edition is also published.

'Reich (Emil), Doctor Juris. WOMAN
THROUGH THE AGES. With 24 Illus

trations. Two Volumes. DemyZvo. 21s.net.

A Colonial Edition is also published.

Reynolds (Sir Joshua). See Little Galleries.

khoades (J. F. ). See Simplified French Texts.

Rhodes (W. E.). See School Histories.

Rieu(H.), M.A. See Simplified French Texts.

Roberts (M. E.). See Channer (C. C).
Robertson (A.), D.D., Lord Bishop of

Exeter. REGNUM DEI. (The Hampton
Lectures of 1901). A New and Cheaper
Edition. Demy Zvo. js. 6d. net.

Robertson (C. Grant). M.A., Fe+low of

All Souls' College, Oxford. SELECT
STATUTES, CASES, AND CONSTI-
TUTIONAL DOCUMENTS, 1660-1832.
Demy Zvo. ios. 6d. net.

Robertson (C. Grant) and Bartholomew
(J. G.), F.R.S.E., F.R.G.S. A HIS-
TORICAL AND MODERN ATLAS OF
THE BRITISH EMPIRE. DcmyQuarto.
4s. 6d. net.

Robinson (A. W.), M.A. See Churchman's
Bible.

Robinson (Cecilia). THE MINISTRY
OF DEACONESSES. With an Introduc-
tion by the late Archbishop of Canterbury.
Cr. Zvo. 3s. 6d.

Robinson (F. S.). See Connoisseur's Library.
Rochefoucauld (La). See Little Library.
Rodwell (G.), B.A. NEW TESTAMENT
GREEK. A Course for Beginners. With
a Preface byWalter Lock, D.D., Warden
of Keble College. Fcap. Zvo. 3.C 6d.

Roe (Fred). OLDOAKFURNITURE. With
many Illustrations by the Author, including
a frontispiece in colour. Second Edition.
Demy Zvo. 1 os. f>d. net.

Rogers (A. G. L.), M.A. See Books on
ness.

Romney (George). See Little Galleries.

Roscoe (E. S.). See Little Guides.
Rose (Edward). THE ROSE READER.

Illustrated. Cr. Zvo. 2s. 6d. Also in 4
Parts. Parts I. and II. 6d. each ; Part
III. Zd.; Part IV. xod.

Rose(G. H.). See Hey (H.)., and Baring-
Gould (S).

Rowntree (Joshua). THE IMl'llIM
DRUG TRADE. A Re-Statement of
the Opium Question. Third Edition
Revised. Cr. Zvo. 25. net.

Royde-Smith (N. G.). THE PILLOW
OK : A G; i \ny Moods.

Collected by. Second Edition. Cr. Zvo.
4^. td. net.

POETS OF OUR DAY. Selected,
with an Introduction, by. leaf. Zvo. $s.

Rubie (A. E.), D.D. See Junior School
Books.

Russell (Archibald G. B.). See Blake
(William).

Russell (W. Clark). THE LIFE OF
ADMIRAL LORD COLLINGWOOD.
With Illustrations by F. Bkangwvn.
Fourth Edition. Cr. Zvo. bs.

Ryley (M. Beresford). QUEENS OF
THE RENAISSANCE. With 24 Illus-

trations. Demy Zvo. 10s. 6d. net.

Sainsbury (Harrington), M.D., F.R.C.P.
PRINCIPIA THERAPEUTICA.
Demy Zvo. 7s. 6d. net.

St. Anselm. See Library of Devotion.

St. Augustine. See Library of Devotion.

St. Bernard. See Library of Devotion.

St. Cyres (Viscount). See Oxford Bio-
graphies.

St. Francis of Assisi. THE LITTLE
FLOWERS OF THE GLORIOUS
MESSER, AND OF HIS FRIARS.
Done into English, with Notes by William
Heywood. With 40 Illustrations from
Italian Painters. Demy Zvo. ss.net.
See also Wheldon (F. W.), Library of

Devotion and Standard Library.

St. Francis de Sales. See Library of
Devotion.

'Saki' (H. Munro). REGINALD. Second
Edition. Fcap. Zvo. zs. 6d. net.

Salmon (A. L.). See Little Guides.
Sathas (C). See Byzantine Texts.
Schmitt (John). See Byzantine Texts.
Schofield (A. T.), M.D., Hon. Phys. Freiden-

hamHospital. FUNCTIONAL NERVE
DISEASES. Demy Zvo. 7s. 6d. net.

Scudamore (Cyril). See Little Guides.

Selincourt (E. de.) See Keats (John).

Sells (V. P.), M.A. THE MECHANICS
OF DAILY LIFE. Illustrated. Cr. Zvo.
2S. 6d.

Selous (Edmund). TOMMY SMITHS
ANIMALS. Illustrated by G. W. Okd.
Tenth Edition. Fcap. Zvo. 2s. 6d.
School Edition, is. 6d.

TOMMY SMITH'S OTHER ANIMALS.
Illustrated by AUGUSTA Guest. Fourth
Edition. Fcap. Zvo. 2s td.
School Edition, is. 6d.

Senter (George), B.Sc. (Lond.), Ph.D.
See Textbooks of Science.

Shakespeare (William).

THE FOUR FOLIOS, 1623; 1632; 1664;
1685. Each .£4, 4s. net, or a complete set,

£12, 12s. net.
1 • ; and 4 are ready.
I ii 1

•- is nearly ready.
THE POL MS OF WILLIAM SHAKE-
SPEARE. With an Introduction and Notes
liy George Wvndham. Demy Zvo. Buck-
ram, gilt top, 10s. 6d.
See also Arden Shakesprare, Standard

Library and Little Quarto Shakespeare.
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Sharp (A.). VICTORIAN POETS. Cr.

Svo. 2s. 6d.

Sharp (Cecil). See Baring-Gould (S.).

Sharp (Elizabeth). See Little Books on Art.

Shedlock (J. S.) THE PIANOFORTE
SONATA. Cr. Svo. 5s.

Shelley (Percy B.). See Standard Library.
Sheppard (H. F.), M.A. See Baring-
Gould (S.)-

Sherwell (Arthur), M.A. LIFE IN WEST
LONDON. Third Edition. Cr. Svo.

2s. 6d.

Shipley (Mary E.). AN ENGLISH
CHURCH HISTORY FOR CHILD-
REN. With a Preface by the Bishop of
Gibraltar. With Maps and Illustrations.

Part I. Cr. Svo. 2s. 6d. net.

Sichel (Walter). See Oxford Biographies.
Sidgwick (Mrs. Alfred). HOME LIFE
IN GERMANY. With 16 Illustrations.

Second Edition. Demy Svo. 10s. 6d. net.

A Colonial Edition is also published.
Sime (John). See Little Books on Art.

Simonson (G. A.). FRANCESCO
GUARD I. With 41 Plates. Imperial
i,to. £2, 2.c. net.

Sketchley(R. E. D.). See Little Books on
Art.

Skipton (H. P. K.). See Little Books on
Art.

Sladen (Douglas). SICILY: The New-
Winter Resort. With over 200 Illustrations.

Second Edition. Cr. Svo. $s. net.

Small (Evan), M.A. THE EARTH. An
Introduction to Physiography. Illustrated.

Cr. Svo. is. 6d.

Smallwood (M. Q.). See Little Books on
Art.

Smedley(F. E.). See LP. L.
Smith (Adam). THE WEALTH OF
NATIONS. Edited with an Introduction
and numerous Notes by Edwin Cannan,
M.A. Two volumes. DemySvo. 2is.net.

Smith (H. Clifford). See Connoisseur's
Library.

Smith (Horace and James). See Little

Library.
Smith (H. Bompas), M.A. ANEW
JUNIOR ARITHMETIC. Crown Svo.
Without Answers, 2s. With Answers, 2s. 6d.

Smith (R. Mudie). THOUGHTS FOR
THE DAY. Edited by. Fcap. Svo.

3s. 6d. net.

Smith (Nowell C). See Wordsworth (W).
Smith (John Thomas). A BOOK FOR
A RAINY DAY : Or, Recollections of the
Events of the Years 1766-1833. Edited by
Wilfred Whitten. Illustrated. Wide
Demy Svo. 12s. 6d. net.

Snell (F. J.). A BOOK OF EXMOOR.
Illustrated. Cr. Svo. 6s.

Snowden(C. E.). A HANDY DIGEST OF
BRITISH HISTORY. Demy Svo. 4*. 6d.

Sophocles. See Classical Translations.
Sornet (L. A.), and Acatos (M. J.) See

Junior School Books.
South (E.Wilton), M.A. See Junior School

Books

Southey (R.). ENGLISH SEAMEN
Edited by David Hannay.

Vol. I. (Howard, Clifford, Hawkins,
Drake, Cavendish). Second Edition. Cr.
Svo. 6s.

Vol. 11. (Richard Hawkins, Grenville,

Essex, and Raleigh). Cr. Svo. 6s.

See also Standard Library.
Spence(C. H.), M.A. See School Examina-

tion Series.

Spicer (A. Dykes), M.A. THE PAPER
TRADE. A Descriptive and Historical
Survey. With Diagrams and Plans. Demy
Svo. 12s. 6d. net.

Spooner (W. A.), M.A. See Leaders of
Religion.

Spragge (W. Horton), M.A. See Junior
School Books.

Staley (Edgcumbe). THE GUILDS OF
FLORENCE. Illustrated. Second Edition.
Royal Svo. j6s.net.

Stanbridge (J. W.), B.D. See Library of
Devotion.

'Stancliffe.' GOLF DO'S AND DONT'S
Second Edition. Fcap. Svo. is.

Stead (D. W.). See Gallaher (D.).
Stedman(A. M. M.), M.A.
INITIALATINA: Easy Lessons on Elemen-

tary Accidence. Eleventh Edition. Fcap.
Svo. is.

FIRST LATIN LESSONS. Eleventh Edi-
tion. Cr. S7'o. 2s.

FIRST LATIN READER. With Notes
adapted to the Shorter Latin Primer and
Vocabulary. Seventh Edition. iSmo.
is. 6d.

EASY SELECTIONS FROM OESAR.
The Helvetian War. Fourth Edition.
iSmo. is.

EASY SELECTIONS FROM LIVY. The
Kings of Rome. Second Edition. iSmo.

EASY LATIN PASSAGES FOR UNSEEN
TRANSLATION. Twelfth Ed. Fcap.
Svo. is. 6d.

EXEMPLA LATINA. First Exercises
in Latin Accidence. With Vocabulary.
Fourth Edition. Cr. Svo. is.

EASY LATIN EXERCISES ON THE
SYNTAX OF THE SHORTER AND
REVISED LATIN PRIMER. With
Vocabulary. Twelfth and Cheaper Edition.
Cr. Svo. is. 6d. Kev, 35. net.

THE LATIN COMPOUND SENTENCE:
Rules and Exercises. Second Eaition.
Cr. Svo. is. 6d. With Vocabulary. 2.5.

NOTANDA QUAEDAM : Miscellaneous
Latin Exercises on Common Rules and
Idioms. Fifth Edition. Fcap. Svo. is. 6d.
With Vocabulary, zs. Key, 2s. net.

LATIN VOCABULARIES FOR REPE-
TITION: Arranged according to Sub-
jects. Sixteenth Edition. Fcap. Svo.

is. 6d.

A VOCABULARY OF LATIN IDIOMS.
iSmo. Fourth Edition, is.

STEPS TO GREEK. Third Edition, re-

vised. iSmo. is.
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A SHORTER GREEK PRIMER. Third
Edition. Cr. Svo. is, 6d.

EASY GREEK PASSAGES FOR UNSEEN
TRANSLATION. Fourth Edition, re-

vised. Fcap. 8vo. is. 6d.

GREEK VOCABULARIES FOR RE-
PETITION. Arranged according to Sub-
jects. Fourth Edition. Fcap. Svo. \s 6d.

GREEK TESTAMENT SELECTIONS.
For the use of Schools. With Introduc-
tion, Notes, and Vocabulary. Fourth
Edition. Fcap. Svo. 2s. 6d.

STEPS TO FRENCH. Eighth Edition.
iSmo. Sd.

FIRST FRENCH LESSONS. Ninth Edi-
tion. Cr. Svo. is.

EASY FRENCH PASSAGES FOR UN-
SEEN TRANSLATION. Sixth Edi-
tion. Fcap. Svo. is. 6d.

EASY FRENCH EXERCISES ON ELE-
MENTARY SYNTAX. With Vocabu-
lary. Fourth Edition. Cr. Svo. 2s. bd.

Key. 3s. net.

FRENCH VOCABULARIES FOR RE-
PETITION : Arranged according to Sub-
jects. Thirteenth Edition. Fcap. Svo. is.

See also School Examination Series.

Steel (R. Elliott), M.A., F.C.S. THE
WORLD OF SCIENCE. With 147

Illustrations. Second Edition. Cr. S7>o. 2s.6d.

See also School Examination Series.

Stephenson (C), of the Technical College,

Bradford, and Suddards (F.) of the

Yorkshire College, Leeds. A TEXTBOOK
DEALING WITH ORNAMEN'iAL
DESIGN FOR WOVEN FABRICS. With
66 full-page Plates and numerous Diagrams
in the Text. Third Edition. Demy Svo.

is. 6d.

Stephenson (J.), M.A. THE CHIEF
TRUTHS OF THE CHRISTIAN
FAITH. Cr. Svo. 3s. bd.

Sterne (Laurence). See Little Library.

Steuart (Katherine). BY ALLAN
WATER. Second Edition. Cr.Svo. 6s.

RICHARD KLNNOWAY AND HIS
FRIENDS. A Sequel to 'By Allan
Water. ' Demy Svo. js. 6d. net.

Stevenson (R. L.) THE LETTERS OF
ROBERT LOUIS STEVENSON TO
HIS FAMILY AND FRIENDS.
Selected and Edited by Sidney Colvin.
Eighth Edition. 2 vols. Cr. Svo. 12s.

Library Edition. 2 vols. Demy Svo. 25s.net.

A Colonial Edition is also published.

VAILIMA LETTERS. With an Etched
Portrait by William Strang. Seventh
Edition. Cr. Svo. Buckram. 6s.

A Colonial Edition is also published.
•1HI. LIFE OF R. L. STEVENSON. See

Balfour (G. ).

Stevenson (M. I.). FROM SARANAC
TO THE MARQUESAS. B

written by .Mrs. .M. I. S 1 1 vknso.m during
1887-8. Cr. Svo. _ 6s. net.

A Colonial Edition is also publi

LET] Kl'.S FROM SAMOA, .891-95. Edited
and arranged by M. C. BAT-FOUR. With

many Illustrations. Second Edition Cr.
Svo. 6s. net.

A Colonial Edition is also published.

Stoddart (Anna M.). See Oxford Bio-

graphies.
Stokes (F. Q.), B.A. HOURS WITH
RABELAIS. From the translation of Sir
T. Urquhart and P. A. Motteux. With
a Portrait in Photogravure. Cr. S~'o. 3s. 6d.

net.

Stone (S. J.). POEMS AND HYMNS.
With a Memoir by F. G. Ellerton,
M.A. With Portrait. Cr. Svo. 6s.

Storr (Vernon F.), M.A., Canon of Win-
chester. DEVELOPMENT AND
DIVINE PURPOSE Cr. Svo. 5s. net.

Story (Alfred T.). AMERICAN
SHRINES IN ENGLAND. With many
Illustrations, including two in Colour by
A. R. Quinton. Crown Svo. 6s.

See also Little Guides.
Straker (F.). See Books on Business.

Streane (A. W.), D.D. See Churchman's
Bible.

Streatfeild (R. A.). MODERN MUSIC
AND MUSICIANS. With 24 Illustra-

tions. SecondEd. Demy Svo. 7s.6d.net.
Stroud (Henry), D.Sc, M.A. ELEMEN-
TARY PRACTICAL PHYSICS. With
115 Diagrams. Second Edit., revised. 4s. 6d.

Sturch (F.), Staff Instmrl r to the Surrey
County Council. MANIAL TRAINING
DRAWING (WOOD WO R K). With
Solutions to Examination Questions, Ortho-
graphic, Isometric and Oblique Projection.
With 50 Plates and 140 Figures. Foolscap.
5s. net.

Suddards (F.). See Stephenson (C.).

Surtees(R. S.). See I. P. L.

Sutherland (William). OLD AGE PEN-
SIONS IN THEORY AND PRACTICE,
with some Foreign Examples. Cr. Svo.

3s. 6d. net.

Symes (J. E.), M.A. THE FRENCH
REVOLUTION. Second Edition. Cr.Svo.
2s. 6d.

Sympson (E. Mansel), M.A., M.D. See
Ancient Cities.

Tabor (Margaret E.). THE SAINTS IN
ART. With 20 Illustrations. Fcap. Svo.
3s. 6d. net.

Tacitus. AGRICOLA. Edited by R. F.
Davis, M.A. Fcap. Svo. 2s.

GE' MANIA. By the same Editor. Fcap.
Svo. 2S.

See also Classical Translations.
Tallack(VV.). HOWARD LETTERS AND
MEMORIES. Demy Svo. 1as.6d.net.

Tatham (Frederick). See Blake (William).
Tauter (J.). See Library of Devotion.
Taylor (A. E.). THE ELEMENTS OF
M ETA PHYSICS. Second Edition. Demy
Svo. 10s. 6d. net.

Taylor(F.G.), M.A. See Commercial Series.
Taylor (I. A.). See Oxford Biographies.
Taylor (John W.). THE COM .G OF
THE SAINTS. With 26 Illustrations.
Demy Svo. js, bd, net.
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Taylor (T. M.). M.A., Fellow of Gonville

and Caius College, Cambridge. A CON-
STITUTIONAL AND POLITICAL
HISTORY OF ROME. To the Reign of
Domitian. Cr. 8vo. 7s. 6d.

Teasdale-Buckell (0. T.). THE COM-
PLETE SHOT. With 53 Illustrations.

Third Edition. Demy 8vo. 12s. 6d. net.

A Colonial Edition is also published.

Tennyson (Alfred, Lord). EARLY
POEMS. Edited, with Notes and an
Introduction, by J. Churton Collins,
M.A. Cr. Svo. 6s.

IN MEMORIAM, MAUD, AND THE
PRINCESS. Edited by J. Churton
Collins, M.A. Cr. Svo. 6s.

See also Little Library.

Terry (C. S.). See Oxford Biographies.

Thackeray (W. M.). See Little Library.

Theobald (F. V.), M.A. INSECT LIFE.
Illustrated. Second Edition Revised. Cr.

Svo. 2S. 6d.

Thibaudeau (A. C). BONAPARTE AND
THE CONSULATE. Translated and
Edited by G. K. Fortesque, LL.D. With
12 Illustrations. Demy Svo. jos. 6d. net.

Thompson (A. H.). See Little Guides.

Thompson (A. P.). See Textbooks of
Technology.

TiIeston(MaryW.). DAILY STRENGTH
FOR DAILY NEEDS. Fifteenth Edi-
tion. Medium i6/no. 2s.6d.net. Also an
edition in superior binding, 6s.

Tompkins (H. W.), F.R.H.S. See Little

Books on Art and Little Guides.

Toynbee (Paget), M.A., D.Litt. IN THE
FOOTPRINTS OF DANTE. A Trea-
sury of Verse and Prose from the works of
Dante. Smalt Cr. Svo. 4s. 6d. net.

See also Oxford Biographies and Dante.

Trench (Herbert). DEIRDRE WEDDED
AND OTHER POEMS. Second and
Revised Edition. Large Post Svo. 6s.

NEW POEMS. Second Edition. Large
Post 8vo. 6s.

Trevelyan(Q.M.), Fellow of Trinity College,
Cambridge. ENGLAND UNDER THE
STUARTS. With Maps and Plans. Third
Edition. Demy 8vo. 10s. 6d. net.

Troutbeck (G. E.). See Little Guides.

Tyler (E. A.), B.A., F.C.S. See Junior
School Books.

TyrrelUGill (Frances). See Little Books
on Art.

Vardon (Harry). THE COMPLETE
GOLFER. With 63 Illustrations. Ninth
Edition. Demy 8vo. 10s. 6d. net.

A Colonial Edition is also published.

Vaughan (Henry). See Little Library.

Vaughan (Herbert M.), B.A.(Oxon.). THE
LAST OF THE ROYAL STUARTS,
HENRY STUART, CARDINAL,
DUKE OF YORK. With 20 Illustrations.

Second Edition. Demy 8vo. 10s. 6d. net.
THE NAPLES RIVIERA. With 25 Illus-

trations in Colour by Maurice Greiffen-
hagen. Second Edition. Cr, 8vo. 6s.

Vernon (Hon. W. Warren), M.A. READ-
INGS ON THE INFERNO OF DANTE.
With an Introduction by the Rev. Dr.
Moore. In Two Volumes. SecondEdition.
Cr. 8vo. 15s. net.

READINGS ON THE PURGATORIO
OF DANTE. With an Introduction by
the late Dean Church. In Two I'olumes.

Third Edition. Cr.8vo. 15s.net.

Vincent (J. E.). THROUGH EAST
ANGLIA IN A MOTOR CAR. With
16 Illustrations in Colour by Frank South-
gate, R.B.A., and a Map. Cr. 8vo. 6s.

Voegelin (A.), M.A. See Junior Examina-
tion Series.

WaddelI(CoI. L. A.), LL.D.,C.B. LHASA
AND ITS MYSTERIES. With a Record
of the Expedition of 1903-1904. With 153
Illustrations and Maps. Third and
CheaperEdition. Medium 8vo. 7s. 6d. net.

Wade (G. W.), D.D. OLD TESTAMENT
HISTORY. With Maps. Fifth Edition.
Cr. Svo. 6s.

Wade(G. W.), D.D., and Wade (J. H.),
M.A. See Little Guides.

Wagner (Richard). RICHARD WAG-
NER'S MUSIC DRAMAS : Interpreta-

tions, embodying Wagner's own explana-

tions. By Alice Leighton Cleather
and Basil Crump. In Three Volumes.
Fcap Svo. 2J. 6d. each.

Vol. 1.

—

The Ring of the Nibelung.
Third Edition.

Vol. 11.

—

Parsifal, Lohengrin, and
The Holy Grail.

Vol. hi.—Tristan and Isolde.

Walkley (A. B.). DRAMA AND LIFE.
Cr. Svo. 6s.

Wall (J. C). See Antiquary's Books.
Wallace-Hadrill (F.), Second Master at

Heme Bay College. REVISION NOTES
ON ENGLISH HISTORY. Cr. Svo. is.

Walters (H. B.). See Little Books on Art
and Classics of Art.

Walton (F. W.). See School Histories.

Walton (Izaak) and Cotton (Charles).
See I.P.L.

Walton (Izaak). See Little Library.

Waterhouse (Elizabeth). WITH THE
SIMPLE-HEARTED : Little Homilies to

Women in Country Places. Second Edition.
Small Pott Svo. 2s. net.

See also Little Library.
Watt (Francis). See Henderson (T. F.).

Weatherhead (T. C), M.A. EXAMINA-
TION PAPERS IN HORACE. Cr. Svo. zs.

See also Junior Examination Series.

Webber (F. C). See Textbooks of Techno-
logy.

Weir (Archibald), M.A. AN INTRO-
DUCTION TO THE HISTORY OF
MODERN EUROPE. Cr. 8vo. 6s.

Wells (Sidney H.) See Textbooks of Science.



General Literature 21

Wells(J.),M.A., Fellow and Tutor ofWadham
College. OXFORD AND OXFORD
LIFE. Third Edition. Cr .Zvo. 3*. 6d.

A SHORT HISTORY OF ROME. Ninth
Edition. With 3 Maps. Cr. Zvo. 3s. 6d.

See also Little Guides.
Wesley (John). See Library of Devotion.
Wheldon(F.\V.). A LITTLE BROTHER
TO THE BIRDS. The life-story of St.

Francis retold for children. With 15 Illus-

trations, 7 of which are by A. H. Buck-
land. Large Cr. Svo. 6s.

Whibley (C). See Henley (W. E.).

Whibley (L.), M.A., Fellow of Pembroke
College, Cambridge. GREEK OLIGAR-
CHIES : THElR ORGANISATION
AND CHARACTER. Cr. Zvo. 6s.

Whitaker (G. H.), M.A. See Churchman's
Bible.

White (Gilbert). See Standard Library.
Whitfield (E. E.), M.A. See Commercial

Whitehead (A. W.). G A S P A R D D E
COLIGXY, Admiral of France.
With Illustrations and Plans. Demy Zvo.
12s. 6d. net.

Whiteley (R. Lloyd), F.I.C., Principal of
the Municipal Science School, West Brom-
wich. AN ELEMENTARY TEXT-
BOOK OF INORGANIC CHEMISTRY.
Cr. Zvo. is. 6d.

Whitley (Miss). See Dilke (Lady).
Whitling (Miss L.), late Staff Teacher of

the National Training School of Cookery.
THE COMPLETE COOK. With 42
Illustrations. Demy Zvo. js. 6d. net.

A Colonial edition is also published.
Whitten (W.). See Smith (John Thomas).
Whyte(A. G.), B.Sc. See Books on Business.
Wilberforce (Wilfrid). See Little Books

on Art.
Wilde (Oscar). DE PROFUNDLS.

Twelfth Edition. Cr. Zvo. 5s. net.
A Colonial Edition is also published.

THE WORKS.
A Uniform Edition. Demy Zvo.

12s. 6d. net each volume.
THE DUCHESS OF PADUA: A Play.
POEMS.
INTENTIONS and THE SOUI, OF MAN.
SALOME. A FLORENTINE TRA-
GEDY, and V E R A ; or, T H E
NIHILISTS.

LADY WINDERMERE'S FAN: A Play
about a Good Woman.

A woman OF NO IMPORTANCE:
A Play.

AN IDEAL HUSBAND: A Play.
THE IMPORTANCE OF BEING EAR-
NEST: A Trivial Comedy for Serious
People.

A HOUSE OF POMEGRANATES, THE
HAIMA I'KI.V E.ai d OTHER 'I ALES.

D ARTHUR SAVILE'S CRIME and
OTHER I'i ' ISE PIECES.

DE PRO! LTND1 5.

Wilklns (W. H.), B.A. THE ALIEN-
INVASION. Cr. Svo. 2s.6d.

Williams (A.). PETROL PETER: or
Pretty Stories and Funny Pictures. Illus-

trated in Colour by A. W. Mills. Demy
A,to. 3s. 6d. net.

Williamson (M. G.)., M.A. See Ancient
Cities.

Williamson (W.), B.A. See Junior Ex-
amination Series, Junior School Books, and
Beginner's Books.

Wilmot= Buxton (E. M.). MAKERS OF
EUROPE. Outlines of European History
for the Middle Forms of Schools. With 12
Maps. Tenth Edition. Cr. Zvo. -is. 6d.

THE ANCIENT WORLD. With Maps and
Illustrations. Cr.Zvo. 3s. 6d.

A BOOK OF NOBLE WOMEN. With
16 Illustrations. Cr. Zz-o. 3s. 6d.

A HISTORY OF GREAT BRITAIN :

from the Coming of the Angles to
the Year 1870. With 20 Maps. Cr. Zvo.

3s. 6d.

See also Beginner's Books.

Wilson(Bishop.). See Library of Devotion.

Wilson (A. J.). See Books on Business.

Wilson (H. A.). See Books on Business.

Wilson (J. A.). See Simplified French
Texts.

Wilton (Richard), -M.A. LYRA PAS-
TORALIS : Songs of Nature, Church, and
Home. Pott Zvo. 2s. 6d.

Winbolt (S. E.), M.A. EXERCISES IN
LATIN ACCIDENCE. Cr. Zvo. is. 6d.

LATIN HEXAMETER VERSE: An Aid
to Composition. Cr. Zvo. 3s. 6d. Key,
5s. net.

Windle(B. C. A.), D.Sc.,F.R.S., F.S.A. See
Antiquary's Books, Little Guides, Ancient
Cities, and School Histories.

Wood (Sir Evelyn), F.-M., V.C., G.C.I'...

G.C.M.G. FROM MIDSHIPMAN TO
FIELD-MARSHAL. With Illustrations,

and 29 Maps. Fifth and Cheaper Edition.
Demy Zvo. 7s. 6d. net.

A Colonial Edition is also published.
Wood (J. A. E.). See Textbooks of

Technology.
Wood (J. Hickory). DAN LENO Illus-

trated. Third Edition. Cr. Zvo. 6s.

A Colonial Edition is also published.
Wood (W. Birkbeck), M. A., late Scholar of

Worcester College, Oxford, and Edmonds
(Major J. E.), R.E., D.A.Q.-M.G. A
HISTORY OF THE CIVIL WAR IN
THE UNITED STATES. With an
Introduction by H. SPENSER Wilkinson.
With 24 Maps and Plans. Second Edition.
Demy Zvo. 12s. 6d. net.

Wordsworth (Christopher), M.A. See
Antiquary's I

:

Wordsworth (W.). THE POEMS OF.
With an Introduction and Notes by
Nowf.ll C. Smith, late Fellow of New
College, Oxford. In 'Three I'olumes.
Demy . >. 1 ,. net.

3 BY W! U.I AM WORDSWORTH.
Selected with an Introduction bySTOPFORi)
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A. Brooke. With 40 Illustrations by E.
H. New, including a Frontispiece in

Photogravure. Cr. Svo. 7s. 6d. net.

See also Little Library.
Wordsworth (W.) and Coleridge (S. T.).

See Little Library.
Wright (Arthur), D.D., Fellow of Queen's

College, Cambridge. See Churchman's
Library.

Wright (C. Gordon). See Dante.
Wright (J. C). TO-DAY. Thoughts on

Life for every day. Deniyidmo. zs.6ci.net.

Wright (Sophie). GERMAN VOCABU-
LARIES FOR REPETITION. Fcap. Zvo
is. 6d.

Wyatt (Kate M.). See Gloag (M. R.).

WyIde(A. B.). MODERN ABYSSINIA.
With a Map and a Portrait. Demy Zvo.

15.?. net.

Wyllie (M. A.). NORWAY AND ITS
FJORDS. With 16 Illustrations, in Colour

by W. L. Wyllie, R.A., and 17 other
Illustrations. Crown Zvo. 6s.

A Colonial Edition is also published.

Wyndham (George). See Shakespeare
(William).

Yeats (W. B.). A BOOK OF IRISH
VERSE. Revised and Enlarged Edition.
Cr. Zvo. 2s - &d.

Young (Filson). THE COMPLETE
MOTORIST. With 138 Illustrations.

Neiu Edition (Seventh), with many addi-
tions. Demy. Zvo. 12s. 6d. net.
A Colonial Edition is also published.

THE JOY OF THE ROAD : An Apprecia-
tion of the Motor Car. With a Frontis-
piece in Photogravure. Small Demy Zvo.

5.J. net.

Zimmern (Antonia). WHAT DO WE
KNOW CONCERNING ELECTRI-
CITY? Fcap.Zvo. 1s.6d.net.

Ancient Cities

General Editor, B. C. A. WINDLE, D.Sc, F.R.S.

Cr. 8vo. 4s. 6d. net.

Chester. By B. C. A. Windle, D.Sc. F.R.S.
Illustrated by E. H. New.

Shrewsbury. By T. Auden, M.A., F.S.A.
Illustrated by Katharine M. Roberts.

Canterbury. By J. C. Cox, LL.D., F.S.A
Illustrated by B. C. Boulter.

Edinburgh. By M. G. Williamson, M.A.
Illustrated by Herbert Railton.

Lincoln. By E. Mansel Sympson, M.A.,
M.D. Illustrated by E. H. New.

Bristol. By Alfred Harvey, M.B. Illus-

trated by E. H. New.
Dublin. By S. A. O. Fitzpatrick. Illustrated

by W. C. Green.

The Antiquary's Books

General Editor, J. CHARLES COX, LL.D., F.S.A.

Demy 8vo. Js. 6d. net.

English Monastic Life. By the Right
Rev. Abbot Gasquet, O.S.B. Illustrated.

Third Edition.

Remains of the Prehistoric Age in
England. By B. C. A. Windle, D.Sc,
F.R.S. With numerous Illustrations and
Plans.

Old Service Books of the English
Church. By Christopher Wordsworth,
M.A., and Henry Littlehales. With
Coloured and other Illustrations.

Celtic Art in Pagan and Christian
Times. By J. Romijly Allen, F.S.A.
With numerous Illustrations and Plans.

Arch/eology and False Antiquities.
By R. Munro, LL.D. Illustrated.

Shrines of British Saints. By J. C. Wall.
With numerous Illustrations and Plans.

The Royal Forests of England. By J.
C. Cox, LL.D., F.S.A. Illustrated.

The Manor and Manorial Records.
By Nathaniel J. Hone. Illustrated.

English Seals. By J. Harvey Bloom.
Illustrated.

The Bells of England. By Canon J. J.
Raven, D.D., F.S.A. With Illustrations.

Second Edition.
Parish Life in Medieval England. By

the Right Rev. Abbott Gasquet, O.S.B.
With many Illustrations. Second Edition.

The Domesday Inquest. By Adolphus
Ballard, B.A., LL.B. With 27 Illustrations.

The Brasses of England. By Herbert
W. Maeklin, M.A. With many Illustrations.

Second Edition.
English Church Furniture. By J. C. Cox,

LL.D., F.S.A., and A. Harvey, M.B.
Second Edition.

Folk-Lore as an Historical Science. By
G. L. Gomme. With many Illustrations.

*English Costume. By George Clinch, F.G.S.
With many Illustrations.
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The Arden Shakespeare

Demy 8vo. 2s. 6d. net each volume.

An edition of Shakespeare in single Plays. Edited with a full Introduction, Textual

Notes, and a Commentary at the foot of the page.

Hamlet. Edited by Edward Dowden. Second] Measure for Measure. Edited by H. C.

Edited by Edward
Edition.

Romeo and Juliet
Dowden.

King Lear. Edited by W. J. Craig.
Julius Caesar. Edited by M. Macmillan.
The Tempest. Edited by Moreton Luce.
Othello. Edited by H. C. Hart.
Titus Andronicus. Flditedby H. B. Baildon.
Cymbeline. Edited by Edward Dowden.
The Merry Wives ok Windsor. Edited by
H. C. Hart.

A Midsummer Night's Dream.
H. Cuningham.

King Henry V. Edited by H. A
All's Well That Ends Well.
W.O. Brigstocke.

The Taming of the Shrew
R. Warwick Bond.

Timon of Athens. Edited by K. Deighton.

Edited by

Evans.
Edited by

Edited by

Hart.
Twelfth Night. Edited by Moreton Luce.
The Merchant of Venice. Edited by

C. Knox Pooler.
Troilus and Cressida. Edited by K.

Deighton.
The Two Gentlemen of Verona. Edited

by R. Warwick Bond.
Antony and Cleopatra. Edited byR. H.

Case.
Love's Labour's Lost. Edited by H. C.

Hart.
Pericles. Edited by K. Deighton.
King Richard hi. Edited by A. H.

Thompson.
The Life and Death of King John. Edited

by Ivor B. Joi.n.

The Comedy of Errors. Edited by Henry
Cuningham.

The Beginner's Books
Edited by W. WILLIAMSON, B.A

Easy French Rhymes. By Henri Blouet
Second Edition. Illustrated. Ecap. Zvo. is.

Easy Stories from English History. By
E. M. Wilmot-Buxton. Fifth Edition.
Cr. Zvo. is.

Stories from Roman History. By E. M.
Wilmot-Buxton Cr. Zvo. is. 6d.

A First History of Greece. By E. E. Firth.

Cr. Zvo. is. 6d.

Easy Exercises in Arithmetic. Arranged
by W. S. Beard. Third Edition. Ecap.
Zvo. Without Answers, is. With Answers.
is. 3d.

Easy Dictation and Spelling. By W.
Williamson, B.A. SeventhEd. Ecap.Zvo. is.

An Easy Poetry Book. Selected and
arranged by W. Williamson, B.A. Second
Edition. Cr. Zvo. is.

Books on Business

Cr. Svo. 2.v. 6d. net.

Ports and Docks. By Douglas Owen.
Railways. By E. R. McDermott.
The Stock Exchange. By Ch;is. Du

Second Edition.
The Business OF Insurance. By A. J.

Wil
The Electrical Industry: Lighting,

I 1 action, and Power. By A. <;. Whyte,
I:

The Shipbuilding Indi iti : Ii History,
Practice, Science, and Finance. By David
Pollock, M.I.N.A.

I'm. MONEY Market. By F. Straker.

The Business Side ok Agriculture. By
A. G. L. Rogers, M.A.

Law in 1 By H. A. Wil on.
1 1 '.'.i- '. Indi 1 1 v. By Julian L.

Baker, F.I.C., F.C.S. Illustrated.

The Automobile Industry. By G. de
Holden-Stone.

Mining and Mining Investments. By
'A. Moil.'

Tin-. Business of Advertising. ByClarence
(1. Moran, Barrister-at-Law. Illustrated.

Trade Unions. By G. Diage.
Civil Engineering. By T. Claxton Fidler,

M.Inst. C.E. Illustrated.

I in Iron Trade ok Great Britain. By
J. Stephen Jeans. Illustrated.

Monopolies, Trusts, and Kartells. By
F. W. II,, 1.

The Cotton Industry and Trade. By
Prof. S. J. Chapman, Dean of the Fa< ulty

of Commerce in the University of Man-
chester. Illustrated.
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Byzantine Texts
Edited by J. B. BURY, M.A., Litt.D

The Syriac Chronicle known as that of
Zachariah of Mitvlene. Translated by
F. J. Hamilton, D.D., and E. W. Brooks.
Demy Svo. 12s. 6d. net.

Evagrius. Edited by L. Bidez and Leon
Parmentier. Demy &vo. 10s. 6d. net.

The History of Psellus. Edited by C.
Sathas. Demy Svo. 15s. net.

Ecthesis Chronica and Chronicon Athen-
arum. Edited by Professor S. P. Lambros.
Demy Svo. 7s. 6d. net.

The Chronicle of Morea. Edited by John
Scfamitt. Demy Svo. 15s. net.

The Churchman's Bible

General Editor, J. H. BURN, B.D., F.R.S.E.

Fcap. 8vo. is. 6d. net each.

Isaiah. Explained by W. E. Barnes, D.D
Two Volumes. With Map. zs. net each.

The Epistle of St. Paul the Apostle to
the Galatians. Explained by A. W.
Robinson, M. A. Second Edition.

Ecclesiastes. Explained by A. W. Streane,
D.D.

The Epistle of St. Paul the Apostle to
the Philippians. Explained by C. R. D.
Biggs , D .D . Second Edition

.

The Epistle of St. James.
H. W. Fulford M.A.

Explained by

The Epistle of St. Paul the Apostle to
the Ephesians. Explained by G. H. Whita-
ker, M.A.

The Gospel According to St. Mark.
Explained by J. C. Du Buisson, M.A.
2s. 6d. net.

The Epistle of Paul the Apostle to
the Colossians and Philemon. Ex-
plained by H. J. C. Knight. 2s. net.

The Churchman's Library
General Editor, J. H. BURN, B.D., F.R.S.E.

Crown Svo. 3s. 6d. each.

Some New Testament Problems. By
Arthur Wright, D.D. 6.r.

The Churchman's Introduction to the
Old Testament. By A. M. Mackay, B.A.

The Beginnings of English Christianity.
By W. E. Collins, M.A. With Map.

The Workmanship of the Prayer Book :

Its Literary and Liturgical Aspects. By J.
Dowden, D.D. Second Edition, Revised
and Enlarged.

Evolution. By F. B. Jevons, M.A., Litt.D.

Second Edition.
Comparative Theology.

Culloch. 6s.

By J. A. Mac-

ClaSSical Translations
Crown Svo.

/Eschylus—The Oresteian Trilogy (Agamem-
non, Choephoroe, Eumenides). Translated
by Lewis Campbell, LL.D. 5s.

Cicero—De Oratore I. Translated by E. N.
P. Moor, M.A. Second Edition. 31. 6d.

Cicero—The Speeches against Cataline and
Antony and for Murena and Milo. Trans-
lated by H. E. D. Blakiston, M.A. 5s.

Cicero—De Natura Deorum. Translated by
F. Brooks, M.A. 3s. 6d.

Cicero—De Officiis. Translated by G. B.
Gardiner, M.A. 2s. 6d.

Horace—The Odes and Epodes. Translated
by A. D. Godley, M.A. 2s.

Lucian—Six Dialogues Translated by S. T.
Irwin, M.A. 3^. 6d.

Sophocles—Ajax and Electra. Translated by
E. D. Morshead, M.A. 2s. 6d.

Tacitus—Agricola and Germania. Trans-
lated by R. B. Townshend. 2s. 6d.

Juvenal—Thirteen Satires. Translated by
S. G. Owen, M.A. 2s. 6d.

Classics of Art
Edited by Dr. J. H. W. LAING

The Art of the Greeks. By H. B. Walters.
With 112 Plates and 18 Illustrations in the
Text. Wide Royal Svo. 12s. 6d. net.

Velazquez. By A. de Beruete. With 04
Plates. Wide Royal Svo. 10s. 6d. net.
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Commercial Series
Crown Svo.

British Commerce and Colonies from
Elizabeth to Victoria. By H. de B.

Gibbins, Litt.D., M.A. Fourth Edition, zs.

Commercial Examination Papers. By H.
de B. Gibbins, Litt.D., M.A. is. 6d.

The Economics of Commerce, By H. de
B. Gibbins, Litt.D., .M.A. Second Edition.
is. 6d.

A German Commercial Reader. By S. E.
Bally. With Vocabulary. zs.

A Commercial Geography of the British
Empire. By L. W. Lyde, M.A. Seventh
Edition, zs.

A Commercial Geography of Foreign
Nations. By F. C. Boon, B.A. 2$.

A Primer of Business. By S. Jackson,
M.A. Fourth Edition, is. 6d.

A Short Commercial Arithmetic. By F.

G. Taylor, M.A. Fourth Edition, is. 6d.

French Commercial Correspondence. By
S. E. Bally. With Vocabulary. Fourth
Edition, zs.

German Commercial Correspondence. By
S. E. Bally. With Vocabulary. Second
Edition, zs. 6d.

A French Commercial Reader. By S. E.
Bally. With Vocabulary. SecondEdition, zs.

Precis Writing and Office Correspond-
ence. By E. E. Whitfield, M.A. Second
Edition, zs.

A Entrance Guide to Professions and
Business. By H. Jones, is. 6d.

The Principles of Book-keeping by Double
Entry. By J. E. B. M'AUen, M.A. zs.

Commercial Law. By W. Douglas Edwards.
Second Edition, zs.

The Connoisseur's Library
Wide Royal %vo. 25^. net.

Mezzotints. By Cyril Davenport. With 40
Plates in Photogravure.

Porcelain. By Edward Dillon. With 19

Plates in Colour, 20 in Collotype, and 5 in

Photogravure.
Miniatures. By Dudley Heath. With 9

Plates in Colour, 15 in Collotype, and 13 in

Photogravure.
Ivories. By A. Maskell. With So Plates in

Collotype and Photogravure.
English Furniture. By F. S. Robinson.

With 160 Plates in Collotype and one in

Photogravure. Second Edition.
English Coloured Books. By Martin

Hardie. With 28 Illustrations in Colour
and Collotype.

European Enamels. By Henry H. Cunyng-
hame, C. B. With 54 Plates in Collotype
and Half-tone and 4 Plates in Colour.

Goldsmiths' and Silversmiths' Work. By
Nelson Dawson. With many Plates in

Collotype and a Frontispiece in Photo-
gravure. Second Edition.

Glass. By Edward Dillon. With 37 Illus-

trations in Collotype and 12 in Colour.

Seals. By Walter de Gray Birch. With 52

Illustrations in Collotype and a Frontispiece

in Photogravure.

Jewellery. By H. Clifford Smith. With 50
Illustrations in Collotype, and 4 in Colour.

Second Edition.

The Illustrated Pocket Library of Plain and Coloured Books
Fcap 8vo. 3s. 6d. net each volume.

COLOURED BOOKS
Old Coloured Books. By George Paston.

With 16 Coloured Plates. Fcap.Zvo. zs.net.

The Life and Death of John Mytton, Esq.
By Nimrod. With 18 Coloured Plates by
Henry Aiken and T. J. Rawlins. Fourth
Edition.

Thf. Life of a Sportsman. By Nimrod.
With 35 Coloured Plates by Henry Aiken.

Handley Cross. By R. S. Surtees. With
17 Coloured Plates and 100 Woodcuts in the
Text by John Leech. Second Edition.

PONGS'S Spi '' .1 !'. I'.y R. S.

Suttees. With 1
j

( oloured Plates and go
Woodcuts in the Text by John Leech.

Jorrocks' Jaunts and Jollities. By R. S.

Surtees. Willi i. Coloured Plates by II.

Aiken. Second Edition.

AsK Mamma. I'.y R. S. Surtees. \\

Coloured Plates and t> Woodcuts in the
Text by John Leo h.

The Analysis of the Hunting Field. By
R. S. Surtees. With 7 Coloured Plates by
Henry Aiken, and 43 Illustrations on Wood.

The Tour of Dr. Syntax in Search of
the Picturesque. By William Combe.
With 30 Coloured Plates by T. Rowlandson.

The Tour of Doctor Syntax in Search
of Consolation. By William Combe.
Willi 24 Coloured Plates by T. Rowlandson.

Tiii'-. Third Touu of Doctor Syntax in
Search of a Wife. By William Combe.
With 24 Coloured Plates by T. Rowlandson.

Thb History ok Johnny Quae Genus: the

Little Foundling of the late Dr. Syntax.
Bythe Author ol 'The Three Tours.' With
24 Coloured Plates by Rowlandson.

The English i I nce op 1 »i a in, from the
I 1 i 'iis of T. Rowlandson, with Metrical
lilt; the Author of 'Doctor
Syntax.' Two Volumes.
This book contains 76 Coloured Plates.

[Continued.
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Illustrated Pocket Library of Plain and Coloured Books—continued.
The Dance of Life : A Poem. By the Author

of 'Doctor Syntax.' Illustrated with 26
Coloured Engravings by T. Rowlandson.

Life in London: or, the Day and Night
Scenes of Jerry Hawthorn, Esq., and his
Elegant Friend, Corinthian Tom. By
Pierce Egan. With 36 Coloured Plates by
I. R. and G. Cruikshank. With numerous
Designs on Wood.

Real Life in London : or, the Rambles
and Adventures of Bob Tallyho, Esq., and
his Cousin. The Hon. Tom Dashall. By an
Amateur (Pierce Egan). With 31 Coloured
Plates by Aiken and Rowlandson, etc.

Two Volumes.

The Life of an Actor. By Pierce Egan.
With 27 Coloured Plates by Theodore Lane,
and several Designs on Wood.

The Vicar of Wakefield. By Oliver Gold-
smith. With 24 Coloured Plates by T. Row-
landson.

The Military Adventures of Johnny
Newcome. By an Officer. With 15 Coloured
Plates by T. Rowlandson.

The National Sports of Great Britain.
With Descriptions and 50 Coloured Plates
by Henry Aiken.

The Adventures of a Post Captain. By
A Naval Officer. With 24 Coloured Plates
by Mr. Williams.

Gamonia : or the Art of Preserving Game
;

and an Improved Method of making; Planta-
tions and Covers, explained and illustrated
by Lawrence Rawstorne, Esq. With 15
Coloured Plates by T. Rawlins.

An Academy for Grown Horsemen: Con-
taining the completest Instructions for
Walking, Trotting, Cantering, Galloping,
Stumbling, and Tumbling. Illustrated with
27 Coloured Plates, and adorned with a
Portrait of the Author. By Geoffrey
Gambado, Esq.

Real Life in Ireland, or, the Day and
Night Scenes of Brian Boru, Esq., and his
Elegant Friend, Sir Shawn O'Dogherty.
By a Real Paddy. With 19 Coloured Plates
by Heath, Marks, etc.

The Adventures of Johnny Newcome in
the Navy. By Alfred Burton. With 16
Coloured Plates by T. Rowlandson.

The Old English Squire : A Poem. By
John Careless, Esq. With 20 Coloured
Plates after the style of T. Rowlandson.

The English Spy. By Bernard Black-
mantle. An original Work, Characteristic,
Satirical, Humorous, comprising scenes and
sketches in every Rank of Society, being
Portraits of the Illustrious, Eminent, Eccen-
tric, and Notorious. With 72 Coloured
Plates by R. Cruikshank, and many
Illustrations on wood. Two Volumes.
7s. net.

PLAIN BOOKS
The Grave : A Poem. By Robert Blair.

Illustrated by 12 Etchings executed by Louis
Schiavonetti from the original Inventions of
William Blake. With an Engraved Title Page
and a Portrait of Blake by T. Phillips, R.A.
The illustrations are reproduced in photo-

gravure.

Illustrations of the Book of Job. In-
vented and engraved by William Blake.
These famous Illustrations— 21 in number—are reproduced in photogravure.

Windsor Castle. ByW. Harrison Ainsworth.
With 22 Plates and 87 Woodcuts in the Text
by George Cruikshank.

The Tower of London. By W. Harrison
Ainsworth. With 40 Plates and 58 Woodcuts
in the Text by George Cruikshank.

Frank Fairlegh. By F. E. Smedley. With
30 Plates by George Cruikshank.

Handy Andy. By Samuel Lover. With 24
Illustrations by the Author.

The Compleat Angler. By Izaak Walton
and Charles Cotton. With 14 Plates and 77
Woodcuts in the Text.

The Pickwick Papers. By Charles Dickens.
With the 43 Illustrations by Seymour and
Phiz, the two Buss Plates, and the 32 Con-
temporary Onwhyn Plates.

Junior Examination Series

Edited by A. M. M. STEDMAN, M.A.

By

By

Junior French Examination Papers.
F.Jacob, M.A. Second Edition.

Junior IOnglish Examination Papers.
W. Williamson, B.A.

Junior Arithmetic Examination Papers.
By W. S. Beard. Fifth Edition.

Junior Algebra Examination Papers. By
S. W Finn, M.A.

Junior Greek Examination Papers. By T.
C. Weatherhead, M.A. Key, jj. 6d. net.

Fcaf. 8vo. is.

Junior Latin Examination Papers. ByC.
G. Botting, B.A. Fifth Edition. Key,
31. 6d. net.

Junior General Information Examina-
tion Papers. By W. S. Beard. Key,
3s. 6d. net.

Junior Geography Examination Papers.
ByW. G. Baker, M.A.

Junior German Examination Papers. By
A. Voegelin, M.A.
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Methuen's Junior School-Books

Edited by O. D. INSK1P, LL.D
A Class-Book of Dictation Passages. By
W. Williamson, B.A. Fourteenth Edition.
Cr. Zvo. is. td.

The Gospel According to St. Matthew.
Edited by E. Wilton South, M.A. With
Three Maps. Cr. Zvo. is. 6d.

TheGospel AccordingtoSt. Mark. Edited
by A. E. Rubie, D.D. With Three Map..
Cr. Zvo. is. 6d.

A Junior English Grammar. By W.William-
son, B.A. With numerous passages for parsing
and analysis, and a chapter on Essay Writing.
Fourth Edition. Cr. Zvo. 2s.

A Junior Chemistry. By E. A. Tyler, B.A.,
F.C.S. With 78 Illustrations. Fourth Edi-
tion. Cr. Zvo. 2s. 6d.

The Acts of the Apostles. Edited by
A. E. Rubie, D.D. Cr. Zvo. zs.

A Junior French Grammar. By L. A.
Sornet and M. J. Acatos. Third Edition.
Cr. Zvo. is.

Elementary Experimental Science. Phy-
sics by W. T. Clough, A. R.C.S. Chemistry
by A. E. Dunstan, B.Sc. With 2 Plates and

and W. WILLIAMSON, B.A.

154 Diagrams. Sez>enth Edition. Cr. Zvo.

zs. 6d.

A Junior Geometry. By Noel S. Lydon.
With 276 Diagrams. Seventh Edition. Cr.
Zvo. is.

Elementary Experimental Chemistry.
By A. E. Dunstan, B.Sc. With 4 Plates and
109 Diagrams. Third Edition. Cr.
Zvo. is.

A Junior French Prose. By R. R. N.
Baron, M.A. ThirdEdition. Cr.Zvo. 2s.

The Gospel According to St. Luke. With
an Introduction and Notes by William
Williamson, B.A. With Three Maps. Cr.

Zvo. 2S.

The First Book of Kings. Edited by A. E.
Rubie, D.D. With Maps. Cr. Zvo. 2s.

A Junior Greek History. By W. H.
Spragge, M.A. With 4 Illustrations and 5
Maps. Cr. Zvo. 2s. 6d.

A School Latin Grammar. By H. G. Ford,
M.A. Cr. Zvo. 2s. 6d.

A Junior Latin Prose. By H. N. Asman,
M.A., B.D. Cr. Zvo. 2s. 6d.

Leaders of Religion

Edited by H. C. BEECH1NG, M.A., Canon of Westminster
Cr. 8w. 2S. net.

Cardinal Newman. By R. H. Hutton.
John Wesley. By J. H. Overton, M.A.
Bishop Wilberforce. By G. W. Daniel!,

M.A.
Cardinal Manning. By A. W. Hutton, M.A.
Charles Simeon. By H. C. G. Moule, D.D.
John Knox. ByF.MacCunn. Second Edition.
John Howe. By R. F. Horton, D.D.
Thomas Ken. By F. A. Clarke, M.A.
George Fox, the Quaker. By T. Hodgkin,
D.C.L. Third Edition.

John Keble. By Walter Lock, D.D.

Willi Portraits.

Thomas Chalmers. By Mrs. Oliphant.

Lancelot Andrewes. By R. L. Ottley,

D. D. Second Edition.
Augustine of Canterbury. By E. L.

Cutis, D.D.
William Laud. By W. H. Hutton, M.A.

Third Edition.
John Donne. By Augustus Jessopp, D.D.
Thomas Cranmer. By A. J. Mason, D.D.
Bishop Latimer. By R. M. Carlyle and A.

J. Carlyle, M.A.
Bishop Butler. l!y W. A. Spooner, M.A.

The Library of Devotion
With Introductions and (where necessary) Notes.

Small Pott 8vo, cloth, is. ; leather; 2s. (hI. net.

The Confessions of St. Augustine. Edited
by C. Bigg, D.D. Sixth Edition.

The Imitation of Christ : called also the
siastical Music. Edited by C. Bigg,

D.D. Fifth Edition.
The Christian Year. Edited by Walter

Lock, D.D. Fourth Edition.
Lyra InNOCBNTIUM. Edited by Wallet

Lock, D.D. SecondEdi,
1 in 1 1 .. . Edited by E. C. S. I

!

D.D. Second Edition.
A Book 01 1 >e\ mon >. I 'lit- d by J. \V.

Stanbridge. B.D. Second Edition.
tous Call to a Devout and Holy

Life. Edited by C. Bigg, D.D. FourthEd.
A Guid Edited by J. W.

Slanbridge, B.D.

The Inner Way. By J. Tattler. Edited by
A. W. Hutton, M.A.

On the Love of God. By St. Frani i
i de

Edited by W. J. Knox-Little, M.A.
The Psalms of David. Edited by B. W.

Randolph, D.D.

Lyra Apos 1 \. By Cardinal Newman
and othi 1 .. Editi d 1

itt] lolland,

M.A., 11..! I ... .1 1 1 .
1 i M.A.

The Song of Songs. Edited by B. Blaxland,
M.A

The Thoughts of Pascal. Edited by C.

S. Jen. mi, M .A.

A M A NUAL 01 I !i 1 Ri IM Tin
1

1
s and Fathers. Edited i>y J. 11.

Burn, B.D.

[1 'ontinued
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The Library of Devotion—continued.

The Devotions of St. Anselm. Edited by
C. C. J. Webb, M.A.

Grace Abounding to the Chief of Sin-
ners. By John Bunyan. Edited by S. C.
Freer, M.A.

Bishop Wilson's Sacra Privata. Edited
by A. E. Burn, B.D.

Lyra Sacra : A Book of Sacred Verse.
Edited by Canon H. C. Beeching, M.A.
Second Edition, revised.

A Day Book fromtheSaintsand Fathers.
Edited by J. H. Burn, B.D.

A Little Book of Heavenly Wisdom. A
Selection from the English Mystics. Edited
by E. C. Gregory.

Light, Life, and Love. A Selection from the

German Mystics. Edited byW.R. Inge, M.A.
An Introduction to The Devout Life.

By St. Francis de Sales. Translated and
Edited by T. Barns, M.A.

The Little Flowers of the Glorious
Messer St. Francis and of his
Friars. Done into English by W. Hey-
wood. With an Introduction by A. 6.
Ferrers Howell.

Manchester al Mondo : a Contemplation
of Death and Immortality. By Henry
Montagu, Earl of Manchester. With an
Introduction by Elizabeth Waterhouse,
Editor of 'A Little Book of Life and
Death.'

The Spiritual Guide, which Disentangles
the Soul and brings it by the Inward Way
to the Fruition of Perfect Contemplation,
and the Rich Treasure of Internal Peace.
Written by Dr. Michael de Molinos, Priest.

Translated from the Italian copy, printed at
Venice, 1685. Edited with an Introduction
by Kathleen Lyttelton. And a Note by
Canon Scott Holland.

Devotions for Every Day of the Week
and the Great Festivals. By John
Wesley. Edited, with an Introduction by
Canon C. Bodington.

Preces Private. By Lancelot Andrewes,
Bishop of Winchester. Selections from the
Translation by Canon F. E. Brightman.
Edited, with an Introduction, by A. E.
Burn, D.D.

Little Books on Art
With many Illustrations. Demy i6mo. 2s. 6d. net.

Each volume consists of about 200 pages, and contains from 30 to 40 Illustrations,

including a Frontispiece in Photogravure.

Greek Art. H. B. Walters. Fourth Edition.
Bookplates. E.Almack.
Reynolds. J. Sime. Second Edition.
Romney. George Paston.
Watts. R. E. D. Sketchley.
Leighton. Alice Corkran.
Velasquez. Wilfrid Wilberforce and A. R.

Gilbert.

Greuze and Boucher. Eliza F. Pollard.
Vandyck. M. G. Smallwood.
Turner. Frances Tyrrell-Gill.

Durer. Jessie Allen.
Holbein. Mrs. G. Fortescue.
Burne-Jones. Fortunee de Lisle. Third

Edition.

Hoppner. H. P. K. Skipton.
Rembrandt. Mrs. E. A. Sharp.
Corot. Alice Pollard and Ethel Birnstingl.

Raphael. A. R. Dryhurst.
Millet. Netta Peacock.
Illuminated MSS. J. W. Bradley.
Christ in Art. Mrs. Henry Jenner.
Jewellery. Cyril Davenport.
Claude. E. Dillon.
The Arts of Japan. E.Dillon. Second Ed.

Enamels. Mrs. Nelson Dawson.
Miniatures. C. Davenport.

Constable. H. W. Tompkins.

Our Lady in Art. Mrs. H. L. Jenner.

The Little Galleries

Demy l6mo. 2s. 6d. net.

Each volume contains 20 plates in Photogravure, together with a short outline of
the life and work of the master to whom the book is devoted.

A Little Gallery of Reynolds.
A Little Gallery of Romney.
A Little Gallery of Hoppner.

A Little Gallery of Millais.
A Little Gallery of English Posts.

The Little Guides
With many Illustrations by E. H. New and other artists, and from photographs.

Small Pott Svo, cloth, 2s. 6d. net.; leather, $s. 6d. net.

The main features of these Guides are (1) a handy and charming form
; (2) illus-

trationsfrom photographs and by well-known artists
; (3) good plans and maps

; (4) an
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adequate but compact presentation of everything that is interesting in the natural

features, history, arclucology, and architecture of the town or district treated.

By H. VV. Tompkins,

By G. Clinch.

Cambridge and its Colleges. By A.
Hamilton Thompson. Second Edition.

Oxford and its Colleges. By J. Wells,
M.A. Eighth Edition,

St. Paul's Cathedral. By George Clinch.
\\ 1 s 1 mi.-.s'i 1 R Abbey. By G E. Troutbeck.

Second Edition.

The English Lakes. By F. G. Brabant, M.A.
The Malvern Country. By B. C. A.

Windle, D.Sc, F.R.S.
Shakespeare's Country. By B. C. A.

Windle, D.Sc, F.R.S. Third Edition.

North Wales. By A. T. Story.
Buckinghamshire. By E. S. Roscoe.
Cheshire. By W. M. Gallichan.

Cornwall. By A. L. Salmon.
Derbyshire. By J. Charles Cox, LL.D.,

F.S.A.
Devon. By S. Baring-Gould.
Dorset. By Frank R. Heath. Second Ed.
Hampshire. By J. C. Cox, LL.D., F.S.A.

Hertfordshire.
F.R.H.S.

The Isle of Wight.
Kent. By G. Clinch.
Kerry. By C. P. Crane.
Middlesex. By John B. Firth.

Norfolk. By W. A. Dutt.
Northamptonshire. By Wakeling Dry.
Oxfordshire. By F. G. Brabant, M.A.
Somerset. By G. W. and J. H. Wade.
Suffolk. By W. A. Dutt.
Surrey. By F. A. H. Lambert.
Sussex. By F. G. Brabant, M.A. Second

Edition.
The East Riding of Yorkshire, By J. E.

Morris.
TheNorth Riding of Yorkshire. By J. E.

Morris.

Brittany. By S. Baring-Gould.
Normandy. By C. Scudamore.
Rome By C. G. Ellaby.
Sicily. By F. Hamilton Jackson.

The Little Library
With Introductions, Notes, and Photogravure Frontispieces.

Small Pott Svo. Each Volume, cloth, is. 6d. net ; leatliei-, is. 6d. net.

Anon. A LITTLE BOOK OF ENGLISH
LYRICS

Austen (jane). PRIDE AND PREJU-
DICE. Edited by E. V. Lucas. Two Vols.

NORTHANGER ABBEY. Edited by E. V.
Lucas.

Bacon (Francis). THE ESSAYS OF LORD
BACON. Edited by Edward Wright.

Barham (R. 11.). THE INGOLDSBY
LEGENDS. Edited by J. B. Atlay.
Two Volumes.

Barnett(Mrs. P. A.). A LITTLE BOOK
OF ENGLISH PROSE. Second Edition.

Beckford (William). THE HISTORY
OF THE CALIPH VATHEK. Edited
by E. Denison Ross.

Blake (William). SKLECTIONS FROM
WILLIAM BLAKE. Edited by M.
Pekdgini.

Borrow (George). LAVENGRO. Edited
bv F. HlNDES GrOOME. Two Volumes.

Mil, ROMANY RYE. Edited by John
Sam:

Browning (Robert). S E LECTIONS
I ROM 1 HE EARLY POEMS OF
ROBl.i'l BROWNING. Edited by W.
II m l Griffin, m.a.

Canning (Georjre). SELECTIONS] RO
•l HE AVI [-JACOBIN: with Geoi gi

Canning's additional Poems. Edited by
Lloyd Sandj i

Cowley (Abraham). THE ESSAYS OF
ABRAHAM COWLEY. Edited by H. C.

Mini
Crabbe (George). SELECTIONS FROM
GEORGE CRABBE. Edited by A. C.
III.AM

Craik (Mrs.). JOHN HALIFAX,
GENTLEMAN. Edited by Annie
Matheson. Two Volumes.

Crashaw (Richard). THE ENGLISH
POEMS OF RICHARD CRASHAW.
Edited by Edward Hutton.

Dante (Alighieri). THE INFERNO OF
DANTE. Translated by H. F. Cary.
Edited by Paget Toynbee, M.A., D.Litt.

THE PURGATORIO OF DANTE. Trans-
lated by H. F. Cary. Edited by Paget
Toynbee, M.A., D.Litt.

THE PARADISO OF DANTE. Trans-
lated by H. F. Cary. Edited by Paget
Toynbee, M.A., D.Litt.

Barley (George). SELECTIONS FROM
THE POEMS OF GEORGE DARLEY.
Edited by R. A. Streatfeild.

Deane (A. C). A LITTLE BOOK OF
LIGHT VERSE.

Dickens (Charles). CHRISTMAS BOOKS.
Two Volumes.

Ferrier (Susan). MARRIAGE. Edited
by A. Goodrich - Freer and Lord
IDDESLEIGH. Two Volumes.

THE INHERITANCE. Two Volumes.
Haskell (Mrs.). CRANFORD. Edited by

E. V. Lucas. Second Edition.
Hawthorne (Nathaniel). THE SCARLET
LETTER. Edited by Percy Df.armf.r.

Henderson (T. F.). A LITTLE BOOK
OF SCOTTISH VERSE.

Keats (John). POEMS. With an Intro-
duction by L. Binyon, and Notes by J.
Masefield.

Kinglake (A. W.). EOTHEN. With an
Introduction and Notes. Second Edition.

{Continued.
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The Little Library—continued.

Lamb (Charles). ELIA, AND THE
LAST ESSAYS OF ELIA. Edited by
E. V. Lucas.

Locker (F.). LONDON LYRICS Edited
by A. D. Godley, M.A. A reprint of the

First Edition.
Longfellow (H. W.). SELECTIONS
FROM LONGFELLOW. Edited by
L. M. Faithfull.

Marvell (Andrew). THE POEMS OF
ANDREW MARVELL. Edited by E.
Wright.

Milton (John). THE MINOR POEMS
OF JOHN MILTON. Edited by H. C.
Beeching, M.A., Canon of Westminster.

IYloir(D. M.). MANSIE WAUCH. Edited
by T. F. Henderson.

Nichols (J. B. B.). A LITTLE BOOK OF
ENGLISH SONNETS.

Rochefoucauld (La). THE MAXIMS OF
LA ROCHEFOUCAULD. Translated
by Dean Stanhope. Edited by G. H.
Powell.

Smith (Horace and James). REJECTED
ADDRESSES. Edited by A. D. Godley,
M.A.

Sterne (Laurence). A SENTIMENTAL
JOURNEY. Edited by H. W. Paul.

Tennyson (Alfred, Lord). THE EARLY
POEMS OF ALFRED, LORD TENNY-
SON. Edited by J. Churton Collins, M.A.

IN ME MORI AM. Edited by Canon
H. C. Beeching, M.A.

THE PRINCESS. Edited by Elizabeth
Wordsworth.

MAUD. Edited by Elizabeth Wordsworth.
Thackeray (W.M.). VANITY FAIR.

Edited by S. Gwynn. TJirec Volumes.
PENDENNIS. Edited by S. Gwynn.

Three Volumes.
ESMOND. Edited by S. Gwynn.
CHRISTMAS BOOKS. Edited bvS. Gwynn.
Vaughan (Henry). THE POEMS OF
HENRY VAUGHAN. Edited by Edward
HuTTON.

Walton (Izaak). THE COMPLEAT
ANGLER. Edited by J. Buchan.

Waterhouse (Elizabeth). A LITTLE
BOOK OF LIFE AND DEATH. Edited
by. Twelfth Edition.

Wordsworth (W.). SELECTIONS FROM
WORDSWORTH. Edited by Nowell
C. Smith.

Wordsworth (W.) and Coleridge (S. T.i.
LYRICAL BALLADS. Edited by George
Sampson.

The Little Quarto Shakespeare
Edited by W. J. CRAIG. With Introductions and Notes

Pott \6mo. In dp Volumes. Leather, price is. net each volume.

Mahogany Revolving Book Case. lew. net.

Miniature Library
Reprints in miniature of a few interesting books which have qualities of

humanity, devotion, or literary genius.

Euphranor : A Dialogue on Youth. By
Edward FitzGerald. From the edition pub-
lished by W. Pickering in 1851. Demy
2,2mo. Leather, 2s. net.

Polonius: or Wise Saws and Modern In-

stances. By Edward FitzGerald. From
the edition published by W. Pickering in

1852. Demy 32HM. Leather, 2s. net.

The RubAiyAt of Omar KhayyAm. By
Edward FitzGerald. From the 1st edition

of 1859, Fourth Edition. Leather, is. net.

The Life of Edward, Lord Herbert of
Cherburv. Written by himself. From the

edition printed at Strawberry Hill in the

year 1764. Demy 321110. Leather, 2s. net.

The Visions of Dom Francisco Quevedo
Villegas, Knight of the Order of St.

James. Made English by R. L. From the
edition printed for H. Herringman, 1668.

Leather. 2s. net.

Poems. By Dora Greenwell. From Lbe edi-

tion of 1848. Leather, 2s )>ft

Oxford Biographies
Fcap. Svo. Pach volume, cloth, 2s. 6d. net ; leather, t,s. 6d. net.

Dante Alighieri. By Paget Toynbee, M.A.,
D.Litt. With 12 Illustrations. ThirdEdition.

Girolamo Savonarola. By E. L. S. Hors-
burgh, M.A. With 12 Illustrations. Second
Edition.

John Howard. By E. C. S. Gibson, D.D.,
Bishop of Gloucester. With 12 Illustrations.

Alfred Tennyson. By A. C. Benson, M.A.
With 9 Illustrations. Second Edition.

Sir Walter Raleigh. By I. A. Taylor.
With 12 Illustrations.

Erasmus.
_ By E. F. H. Capey. With 12

Illustrations.

The Young Pretender. By C. S. Terry.
With 13 Illustrations.

Robert Burns. By T. F. Henderson.
With 12 Illustrations.

Chatham. By A. S. M'Dowall. With 12

Illustrations.

Francis of Assisi. By Anna M. Stod-
dart. With 16 Illustrations.

Canning. By W. Alison Phillips. With 12

Illustrations.

Beaconsfield. By Walter Sichel. With 12

Illustrations.

Johann Wolfgang Goethe. By H. G.
Atkins. With 16 Illustrations.

Francois Ff.nei.on. By Viscount St Cyres.

With 12 Illustrations.



General Literature 3i

School Examination Series

Edited by A. M. M. STEDMAN, M.A. Cr. Zvo.

French Examination Papers. By A. M.
M. Stedman, M.A. Fifteenth Edition.

Key. Sixth Edition. 6s. net.

Latin Examination Papers. By A. M. M.
Stedman, M.A. Fourteenth Edition.
Key. Sixth Edition. 6s. net.

Greek Examination Papers. By A. M. M.
Stedman, M.A. Ninth Edition.

Key. Fourth Edition. 6s. net.

German Examination Papers. By R. J.

Morich. Seventh Edition.
Key. Third Edition. 6s. net.

2S. 6d.

History and Geography Examination
Papers. By C. H. Spence, M.A. Third
Edition.

Physics Examination Papers. By R. E.
Steel, M.A., F.C.S.

General Knowledge Examination
Papers. By A. M. M. Stedman, M.A,
Sixth Edition.
Key. Fourth Edition, js. net.

Examination Papers in English History.
By J. Tait Plowden-Wardlaw, B.A.

School Histories

Illustrated. Crown %vo. is. 6d.

ByA School History of Warwickshire.
B. C. A. Windle, D.Sc, F.R.S.

A School History of Somerset.
Walter Raymond. Second Edition.

A School History of Lancashire. By
W. E. Rhodes.

By

A School History of Surrey. By H. E.
Maiden, M.A.

A School History of Middlesex. By V.
Plarr and F. W. Walton.

Methuen's Simplified French Texts

Edited by T. R. N. CROFTS, M.A.

One Shilling each.

1. 1 1
1' toire d'une Tui.ipe. Adapted by T. R.

N . Crofts, M.A. Second Edition.

Abdallah. Adapted by J. A. Wilson.

Le Docteuk Matheus. Adapted by W. P.

Fuller.

La Bouillie au Mi el. Adapted by P. B.

Ingham.
Jean Vai.jean. Adapted by F. W. M. Draper.

La Chanson df. Roland. Adapted by H.
Rieu, M.A. Second Edition.

Memoires de Cadichon. Adapted by J. F.

Rhoades.
L'Equipage de la Bf.lle-NiverNaise.

Adapted by T. R. N. Crofts. .,, , ond Ed.
L'Histoire de Pierre et Camille.

Adapted by J. B. Patterson.

Methuen's Standard Library

Cloth, is. net; double volumes, is. dd.net.

The Meditations of Marcus Aurelius.
'1'ranslated by R. Graves.

Sense and Sensibility. Jane Austen.
Essays and Counsels and The New

Atlantis. Francis Bacon, Lord
Vcrulam.

Religio Medici and Urn Burial. Sir

Thomas Browne. The text collated by
A. R. Waller.

i

: m Bunyan.
1 UTION.

.rke.

The Poems and Songs of Robert Burns.
Doable V< I

Tin'. A "m IGION, Natural and
Rj vi -.

1 1

'
I

'! im I H v Fielding. Treble Vol.

Cranford, Mrs. G
Tin. History ofi

THE I

Text and Notes revised by J. 1 Bui
Seven double volumes.

The Case is Altered. Every Man in

His Humour. Every Man Oi
Humour. Ben Jonson.

Paper, 6d. net : double Vi iit/tte, is. net.

The Poems \ ni> Playsof Oliver Goldsmith.
Cynthia's 1 Revels. Poetaster. Ben

Jonson.
The Poems of John Keats. Double volume.

The Text has been collated by E. de
Selincourt.

On the Imitation of Christ. By Thomas
a Kempis. Translation byC B

A Serious Call to a Devout and Holy
I.I! 1 . W. I •...

Paradise Lost. John Milton.
ElKONOKXASTES AND THE TENURE OF Kings

an 1

1

1 hn Milton.
Utopia and PoEMS. Sir Thomas More.
I m Republic of Plato. Translated by

Sydei I
mi and Taylor. Double Volume.

Tr;m lation 1 d bj W. 11. I >. Row e.

The l.i 1 tle Flowers of S i , Fi t

Translated by W. Heywi
I 111. Works OF William Shakespeare. In

10 vol 11

1815-1818. Percy Bysshe
Shelley. With an Introduction by C. D.
I ->ck.

1. of Nelson. Robert Southey.
Tin Natural History and Antiquities of

Selborne. Gilbert White.
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Textbooks of Science
Edited by G. F. GOODCH1LD, M.A., B.Sc, and G. R. MILLS, M.A.

Fully Illustrated.

Practical Mechanics. S. H. Wells.
Fourth Edition. Cr. Sz'o. 3s. 6d.

Practical Chemistry. Part 1. W. French,
M.A. Cr. Zvo. Fifth Edition. is. 6d.

Practical Chemistry. Part 11. W. French
and T. H. Boardman. Cr. 8z/o. is. 6d.

Examples in Physics. By C. E. Jackson,
B.A. Cr. 8vo. zs. 6d.

Technical Arithmetic and Geometry.
By C. T. Millis, M.I.M.E. Cr. 8vo.
3s. 6d.

Plant Life, Studies in Garden and School.
By Horace F. Jones, F.C.S. With 320
Diagrams. Cr. Uvo. 3s. 6d.

The Complete School Chemistry. By F.
M. Oldham, B.A. With 126 Illustrations.
Second Edition. Cr. 8vo. 4s. 6d.

Elementary Science for Pupil Teachers.
Physics Section. By W. T. Clough,

A.R.C.S. (Lond.), F.C.S. Chemistry
Section. By A. E. Dunstan, B.Sc. (Lond.),
F.C.S. With 2 Plates and 10 Diagram^.
Cr. 8vo. 2s.

Examples in Elementary Mechanics,
Practical, Graphical, and Theoretical. By
W. J. Dobbs, M.A. With 51 Diagrams.
Cr. Zvo. 5s.

Outlines of Physical Chemistry. By
George Senter, B.Sc. (Lond.), Ph.D. With
many Diagrams. Cr. 8vo. 3s. 6d.

An Organic Chemistry for Schools and
Technical Institutes. By A. E. Dunstan,
B.Sc. (Lond.), F.C.S. With many
Illustrations. Cr. 8vo. zs. 6d.

First Year Physics. ByC. E.Jackson, M.A.
With 51 diagrams. Cr. 8vo. is. 6d.

Textbooks of Technology
Edited by G. F. GOODCHILD, M.A., B.Sc, and G. R. MILLS, M.A.

Fully Illustrated.

How to Make a Dress. By J. A. E. Wood.
Fourth Edition. Cr. 8vo. is. 6d.

Carpentry and Joinery. By F. C. Webber.
Fifth Edition. Cr. 8vo. 3s. 6d.

Millinery, Theoretical and Practical.
By Clare Hill. Fourth Edition. Cr.8vo. 2s.

Instruction in Cookery. A. P. Thomson.
25. 6d.

An Introduction to the Study of Tex-
tile Design. By Aldred F. Barker. Demy
8vo. js. 6d.

By H. C. Grubb.

By A. C. Horth.

Builders' Quantities.
Cr. 8vo. 4s. 6d.

Repousse Metal Work.
Cr. 8vo. zs. 6d.

Electric Light and Power: An Intro-

duction to the Study of Electrical Engineer-
ing. By E. E. Brooks, B.Sc. (Lond.).
and W. H. N- James, A.R.C.S., A.I.E.E.
Cr. 8vo. 4s. 6d.

Engineering Workshop Practice. By
C. C. Allen. Cr 8vo. 3s. 6d.

Handbooks of Theology
The XXXIX. Articles of the Church of
England. Edited by E. C. S. Gibson,
D. D. Sixth Edition. Demy 8vo. 1 zs. 6d.

An Introduction to the History of
Religion. By F. B. Jevons. M.A.,
Litt.D. Fourth Edition. Demy8vo. 10s. 6d.

The Doctrine of the Incarnation. By R.
L. Ottley, D.D. Fourth Edition revised.
Demy Svo. 12s. 6d.

An Introduction to the History of the
Creeds. By A. E. Burn, D.D. Demy
8vo. 10s. 6d.

The Philosophy of Religion in England
and America. By Alfred Caldecott, D.D.
Demy 8vo. 10s. 6d.

A History of Early Christian Doctrine.
By J. F. Bethune-Baker, M.A. Demy Svo.

10s. 6d.

The Westminster Commentaries
General Editor, WALTER LOCK, D.D., Warden of Keble College,
Dean Ireland's Professor of Exegesis in the University of Oxford.

The Book of Genesis. Edited with Intro-
duction and Notes by S. R. Driver, D.D.
Seventh Edition. Demy Zvo. 10s. 6d.

The Book of Joe. Edited by E. C. S. Gibson,
D.D. Second Edition. Demy 8vo. 6s.

The Acts of the Apostles. Edited by R.
B. Rackham, M.A. Demy 8vo. Fourth
Edition, ioj. td.

The First Epistle of Paul the Aposti e

to the Corinthians. Edited by H. L.
Goudge, M.A. Second Ed. Dcmy8vo. 6s.

The Epistle of St. James. Edited with In-

troduction and Notes by R. J. Knowling,
D.D. Demy Zvo. 6s.

The Book of Ezekiel. Edited H. A. Red-
path, M.A., D.Litt. Demy 8vo. 10s. 6d.

A Commentary on Exodus. By A. H.
M'Neile, B.D. With a Map and 3 Plans.

Demy Svo. 10s. 6d.
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Part II.

—

Fiction

Albaaesi (E. Maria). SUSANNAH AND
ONE OTHER. Fourth Edition. Cr.
Zvo. 6s.

THE BLUNDER OF AN INNOCENT.
Second Edition. Cr. Zvo. 6s.

CAPRICIOUS CAROLINE. Second Edi-
tion. Cr. Zvo. 6s.

LOVE AND LOUISA. Second Edition.

Cr. Zz>o. 6s. Also Medium Zvo. 6d.

PETER, A PARASITE. Cr. Zvo. 6s.

THE BROWN EYES OF MARY. Third
Edition. Cr. Zvo. 6s.

I KNOW A MAIDEN. Third Edition.

Cr. Zvo. 6s. Also Medium Svo. 6d.

Austen (Jane). PRIDE AND PREJU-
DICE. Medium Zvo. 6d.

Bagot (Richard). A ROMAN MYSTERY.
Third Edition. Cr. Zvo. 6s. Also Medium
Zvo. 6d.

THE PASSPORT. Fourth Edition. Cr.

Zvo. 6s.

TEMPTATION. Fifth Edition. Cr. Zvo.

6s.

LOVE'S PROXY. A New Edition. Cr. Zvo.

6s.

DONNA DIANA. Second Edition. Cr.

Zvo. 6s.

CASTING OF NETS. Twelfth Edition. Cr.

Zvo. 6s. Also Medium Zvo. 6d.

Balfour (Andrew). BY STROKE OF
SWORD. Medium Zvo. 6d.

Baring=Gould(S.). ARMINELL. Fifth
Edition. Cr. Zvo. 6s.

U KIT 1 1. Fi,th Edition. Cr. Zvo. 6s.

Also Medium Svo. 6d.

IN THE ROAR OF THE SEA. Seventh
Edition. Cr. Zvo. 6s.

Also Medium Zvo. 6d.

MARGERY OF QUETHER. Thiid
Edition. Cr. Zvo. 6s.

THE QUEEN OF LOVE. Fifth Edition.
Cr. Zvo. 6s. Also Medium Zvo. 6d.

JACQUETTA. Third Edition. Cr.Zvo. 6s.

KITTY ALONE. Fifth Edition. Cr.Zvo. 6s.

Also Medium Zvo. 6d.

NOEM1. Illustrated. Fourth Edition. Cr.
Svo. 6s. Also Medium Zvo. 6d.

THE BROOM-SQUIRE. Illustrated.

Fifth Edition. Cr. Zvo. 6s.

Also Medium Zvo. 6d.

DARTMOOR IDYLLS. Cr.Zvo. 6s.

GUAVAS Till': TINNER. [Uu
Second Edition Cr. Svo.

BLADYS OF TH1 i INEY. Illus-

trated. Second Edition. Cr. Zvo. 6s.

PABO I Hi PRIEST. Cr. Zvo. 6s.

n i.i r in. [llu econd Edition.
Cr. Zvo. 6s. Also Medium Zvo. I d,

ROYAL OhORGIE. Illustrated. Cr.Zvo. 6s.

CIIKIS OF ALL SORTS. Cr.Zvo. 6s.

INDEWISLAND. Second Ed. Cr. Zvo. 6s.

THE FROBISHERS. Crown Zvo. 6s.

Also Medium Zvo. 6d.

DOMITIA. Illus. Second Ed. Cr. 8vo. 6s.

MRS. CURGENVEN OF CURGENVEN.
Crown Zvo. 6s.

LITTLE TU'PENNY. A New Edition.

Medium Zvo. 6d.

FURZE BLOOM. Medium Zvo. 6d.

Barnett (Edith A.). A WILDERNESS
WINNER. Second Edition. Cr.Zvo. 6s.

Barr (James). LAUGHING THROUGH
A WILDERNESS. Cr. Z?>o, 6s.

Barr (Robert). IN THE MIDST OF
ALARMS. Third Edition. Cr. Zvo. 6s.

Also Medium Zvo. 6d.

THE COUNTESS TEKLA. Fourth
Edition. Cr. Zvo. 6s.

Also Medium Zvo. 6d.

THE MUTABLE MANY. Third Edition.

Cr. Zvo. 6s. Also Medium Zvo. 6d.

THE TEMPESTUOUS PETTICOAT.
Illustrated. Third Edition. Cr.Zvo. 6s.

THE STRONG ARM. Second Edition.

JENNIE BAXTER JOURNALIST.
Medium Zvo. 6d.

Begbie (Harold). THE CURIOUS AND
DIVERTING ADVENTURES OF SIR
JOHN SPARROW ; or, The Progress
of an Open Mind. With a Frontispiece.

Second Edition. Cr. Zvo. 6s.

Belloc(Hilaire), M.P. EMMANUEL BUR-
DEN, MERCHANT. With 36 Illustra-

tions by G. K. Chesterton. Second Ed.
Cr. Zvo. 6s.

Benson (E. F.) DODO : A Detail of the
Day. Fifteenth Haitian. Cr. Zvo. 6s.

Also Medium Zvo. 6d.

THE VINTAGE. Medium Zvo. 6d.

Benson (Margaret). SUBJECT TO
VANITY. Cr. Zvo. 3s. 6d.

Birmingham (George A.). THE BAD
TIMES. Second Edition. Crown Zvo.

6s.

Bowles (Q. Stewart). A GUN-ROOM
DITTY BOX. SecondEd. Cr.Zvo. is.6d.

Bretherton (Ralph Harold). T 11 E
MILL Cr.Zvo. 6s.

Bronte (Charlotte). SHIRLEY. Medium
Zvo. 6d.

Burke (Barbara). liARBARA GOES TO
OXFORD. With 16 Illustrations. Third
Edition. Cr. Zvo. 6s.

Burton (J. Bloundellc). ACROSS THE
SALT SEAS. Medium Zvo. 6d.

Caffyn (Mrs.) ('Iota'). ANNE MAULE-
VEKEK. Medium Zvo. 6d.

Campbell (Mrs. Vere). F E R R I BY.
Second Edition. Cr. 8.v.
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Capes (Bernard). THE EXTRAOR-
DINARY CONFESSIONS OF DIANA
PLEASE. Third Edition. Cr. Svo. 6s.

A JAY OF ITALY. Fourth Ed. Cr.Svo. 6s.

LOAVES AND FISHES. Second Edition.
Cr. Svo. 6s.

A ROGUE'S TRAGEDY. Second Edition.
Cr. Svo. 6s.

THE GREAT SKENE MYSTERY.
Second Edition. Cr. Svo. 6s.

THE LAKE OF WINE. Medium %vo. 6d.

Carey (YVymond). LOVE THE JUDGE.
Second Edition. C?. 8vo. 6s.

Castle (Agnes and Egerton). FLOWER
O' THE ORANGE, and Other Tales.

With a Frontispiece in Colour by A. H.
Buckland. Third Edition. Cr. Svo. 6s.

Charlton (Randal). M A V E. Second
Edition. Cr. Svo. 6s.

THE VIRGIN WIDOW. Cr. Svo. 6s.

Chesney (Weatherby). THE TRAGEDY
OF THE GREAT EMERALD Cr.Svo. 6s.

THE MYSTERY OF A BUNGALOW.
Second Edition. Cr. Svo. 6s.

Clifford (Mrs. W. K.). THE GETTING
WELL OF DOROTHY. Illustrated by
Gordon Browne. Second Edition. Cr. Svo.

S. I ,i.

A FLASH OF SUMMER. Medium Svo. 6d.

MRS. KEITH'S CRIME. Medium Svo. 6d.

Conrad (Joseph). THE SECRET AGENT :

A Simple Tale. Fourth Ed. Cr. Svo. 6s.

Corbett (Julian). A BUSINESS IN
GREAT WATERS. Medium Svo. 6d

Corelli (Marie). A ROMANCE OF TWO
WORLDS. Twenty-NinthEd. Cr.Svo. 6s.

VENDETTA. Twentv-SixthEd. Cr.Svo. 6s.

THELMA. Thirty-Ninth Ed. Cr. Zz-o. 6s.

ARDATH: THE STORY OF A DEAD
SELF. Eighteenth Edition. Cr. Svo. 6s.

THE SOUL OF LILITH. Fifteenth Edi-
tion. Cr. Svo. 6s.

WORMWOOD. Sixteenth Ed. Cr.Svo. 6s.

BARABBAS: A DREAM OF THE
WORLD'S TRAGEDY. Forty-Third
Edition. Cr. Svo. 6s.

THE SORROWS OF SATAN. Fifty-Fourth
Edition. Cr. Svo. 6s.

THE MASTER CHRISTIAN. Twelfth
Edition. 177th Thousand. Cr. Svo. 6s.

TEMPORAL POWER: A STUDY IN
SUPREMACY. 150th Thousand. Cr.Svo.6s

GOD'S GOOD MAN : A SIMPLE LOVE
STORY. Thirteenth Edition. 150th Thou-
sand. Cr. Svo. 6s.

THE MIGHTY ATOM. Twenty-seventh
Edition. Cr. Svo. 6s.

BOY: a Sketch. Tenth Edition. Cr.Svo. 6s.

JAM EOS. Thirteenth Edition. Cr.Svo. 6s.

Cotes (Mrs. Everard). See Sara Jeannette
Duncan.

Cotterell (Constance). THE VIRGIN
AND THE SCALES. Illustrated. Second
Edition. Cr. Svo. 6s.

Crockett (S. R.), Author of The Raiders,'
etc. LOCHINVAR. Illustrated. Third
Edition. Cr. Svo. 6s.

THE STANDARD BEARER. Cr. Svo. 6s.

Croker (B. M.). THE OLD CANTON-
MENT. Cr. Svo. 6s.

JOHANNA. Second Edition. Cr.Svo. 6s.

Also Medium Svo. 6d.

THE HAPPY VALLEY. Fourth Edition.
Cr. Svo. 6s.

A NINE DAYS' WONDER. Third
Edition. Cr. Svo. 6s.

PEGGY OF THE BARTONS. Seventh
Ed. Cr. Svo. 6s. Also Medium Svo. 6d.

ANGEL. Fourth Edition. Cr. Svo. 6s.

Also Medium Svo. 6d.

A STATE SECRET. Third Edition. Cr.

Svo. 31. 6d. Also Medium Svo. 6d.

Crosbie (Mary). DISCIPLES. Second Ed.

Cutheil "(Edith E.). ONLY A GUARD.
ROOM DOG. Illustrated by W. Parkin
son. Crown Svo. 3-r. 6d.

Dawson (Warrington). THE SCAR
Second Edition. Cr. Svo. 6s.

THE SCOURGE Cr. Svo. 6s.

Deakin (Dorothea). THE YOUNG
COLUMBINE. With a Frontispiece by
Lewis Baumer. Cr. 8vo. 6s.

Deane (Mary). THE OTHER PAWN.

Doyle "(A. Conan). ROUND THE RED
LAMP. Eleventh Edition. Cr.Svo. 1

Also Medium Svo. 6d.

Dumas (Alexandre). See page 39.

Duncan (Sara Jeannette) (Mrs. Everard
Cotes). THOSE DELIGHTFUL
AMERICANS. Medium Svo. 6d.

A VOYAGE OF CONSOLATION. Illus-

trated. ThirdEdition. Cr. Svo. 6s.

Also Medium Svo. 6d.

Eliot (George). THE MILL ON THE
FLOSS. Medium Svo. 6d.

Erskine (Mrs. Steuart). THE MAGIC
PLUMES. Cr. Svo. 6s.

Fenn (G. Manville). SYD BELTON ; or,

The Boy who would not go to Sea. Illus-

trated by Gordon Browne. Second Ed.
Cr. Svo. 3s. 6d.

Findlater(J. H.). THE GREEN GRAVES
OF BALGOWRIE. Fifth Edition.
Cr. Svo. 6s. Also Medium Svo. 6d.

THE LADDER TO THE STARS. Second
Edition. Cr. Svo. 6s.

Findlater (Mary). A NARROW WAY.
Third Edition. Cr.Svo.. 6s.

OVER THE HILLS. Cr. Svo. 6s.

THE ROSE OF JOY. Third Edition.

Cr. Svo. 6s.

A BLIND BIRD'S NEST. With 8 Illus-

trations. Second Edition. Cr. Svo. 6s.

Fitzpatrick (K.) THE WEANS AT
ROWALLAN. Illustrated. Second Edi-
tion. Cr. Svo. 6s.

Francis (M. E.). (Mrs. Francis Blun-
dell). STEPPING WESTWARD.
Second Edition. Cr. Svo. 6s.

MARGERY O' THE MILL. Third
Edition. Cr. Svo. 6s.

Fraser (Mrs. Hugh). THE SLAKING
OF THE SWORD. Second Edition.

Cr. Svo. 6s.
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IN THE SHADOW OF THE LORD.
Third Edition. Crov-nZvo. 6s.

Fry (B. and C.B.). A MOTHER'S SON.
Fifth Edition. Cr. Zvo. 6s.

Fuller-Maitland (Ella). BLANCHE
ESMEAD. Second Edition. Cr. Zvo. 6s.

Gallon (Tom). RICKERBY'S FOLLY.
Medium Sz'O. 6d.

Gaskell (Mrs.). CRANFORD. Medium
Zvo. (d.

MARY BARTON. MediumZvo. 6d.
NORTH AND SOUTH. Medium Zvo. 6d.
Gates (Eleanor). THE PLOW-WOMAN.

Cr. Zvo. 6s.

Gerard (Dorothea). HOLY MATRI-
MONY. Medium Zvo 6d.

MADE OF MONEY. Cr. Zvo. 6s.

Also Medium Zvo. 6d.
THE IMPROBABLE IDYL. Third

Edition. Cr. Zvo. 6s.

THE BRIDGE OF LIFE. Cr.Zvo. 6s.

THE CONQUEST OF LONDON. Medium
Zvo. 6d.

Gissing(aeorge). THE TOWN TRA-
VELLER. Second Edition. Cr. Zvo. 6s.

Also Medium Zvo. 6d.
THE CROWN OF LIFE. Cr. Zvo. 6s.

Also Medium Zvo. 6d.
Glanville (Ernest). THE INCA'S TREA-
SURE. Illustrated. Cr. Zvo. 2s. 6d.
Also Medium Zvo. 6d.

THE KLOOF BRIDE. Illustrated. Cr.Zvo.
3-r. 6d. Also Medium Zvo. 6d.

Gleig (Charles). BUNTER'S CRUISE.
Illustrated. Cr. Zvo. js. 6d.

Also Medium Zvo. 6d.

Grimm (The Brothers). GRIMMS FAIRY
TALES. Illustrated. Medium Zvo. 6d.

Hamilton (A1.). THE FIRST CLAIM.
Second Edition. Cr. Zvo. 6s.

Harraden (Beatrice). IN VARYING
MOODS. Fourteenth Edition. Cr.Zvo. 6s.

THE SCHOLAR'S DAUGHTER. Fourth
Edition. Cr. Z~w. 6s.

HILDA STRAFFORD and THE REMIT-
TANCE MAN. Twelfth Ed. Cr. Zvo.
6s.

Harrod (F.) (Frances Forbes Robertson).
THE TAMING OF THE BRUTE. Cr.
Zvo. 6s.

Herbertson (Agnes G.). PATIENCE
DEAN. Cr. Zvo. 6s.

Hichens (Robert). THE PROPHET OF
BER K ELEY SQUARE. Second Edition.
Cr. Zvo. 6s.

TONGUES OF CONSCIENCE. Third
Edition. Cr. Zvo. 6s.

FELIX. Sixth Edition. Cr.Zvo. 6s.
I 1 1 1 . WOMAN WITH THE FAN. Sevent '

Edition. Cr. Zvo. 6s.

BYEWAYS. Cr.Zvo. 6s.

THE GARDEN OF ALLAH. Seventeenth
Edition. Cr. Zvo. 6s.

THE BLACK SPANIEL Cr.Zvo. 6s.

J HE CALL OF '1 HE BLOOD. Seventh
Edition. Cr. Zvo. 6s.

Hope < Anthony). THE GOD IN THE
CAR. Eleventh Edition. Cr. Zvo. 6s.

A CHANGE OF AIR. Sixth Ed. Cr.Zvo. 6s.

Also Medium Zvo. 6d.

A MAN OF MARK. Fifth Ed. Cr.Zvo. 6s.

Also Medium Zvo. 6d.

THE CHRONICLES OF COUNT AN-
TONIO. Sixth Edition. Cr.Zvo. 6s.

Also Medium Zvo. 6d.

PHROSO. Illustrated by H. R. Millar.
Seventli Edition. Cr. Zvo. 6s.

Also Medium Zvo. 6d.

SIMON DALE. Illustrated. Eighth Edition.

Cr. Zvo. 6s.

THE KING'S MIRROR. Fourth Edition.
Cr. Zvo. 6s.

QUISANTE. Fourth Edition. Cr. Zvo. 6s.

THE DOLLY DIALOGUES. Cr. Zvo. 6s.

Also Medium Zvo. 6d.

A SERVANT OF THE PUBLIC. Illus-

trated. Fourth Edition. Cr. Zvo. 6s.

TALES OF TWO PEOPLE. With a Fron-
tispiece by A. H. Buckland. Third Ed.

Hope (Graham). THE LADY OF LYTE.
Second Edition. Cr. Zvo. 6s.

Hornung (E. W.). DEAD MEN TELL
NO TALES. Medium Zvo. 6d.

Housman (Clemence). THE LIFE OF
SIR AGLOVALEDE GAMS. Cr.Zvo. 6s.

Hueffer (Ford Madox). AN ENGLISH
GIRL: A Romance. Second Edition.

Cr. Zvo. 6s.

Hutten (Baroness von). THE HALO.
Fifth Edition. Cr. Zvo. 6s.

Hyne (C. J. Cutcliffe). MR. HOR-
ROCKS, PURSER. Fourth Edition.

PRINCE RUPERT, THE BUCCANEER.
Illustrated. Third Edition. Cr. Zvo. 6s.

Ingraham (J. H.). THE THRONE OF
DAVID. Medium Zvo. 6d.

Jacobs (W. VV.). MANY CARGOES.
Thirty -firstEdition. Cr.Zvo. y &d.

SEA URCHINS. Fifteenth Edition.. Cr.
Zvo. ?s. 6d.

A MASTER OF CRAFT. Illustrated by Will
i '

i ;. Eighth Edition. Cr. Zvo. y. 6d.

LIGHT FREIGHTS. Illustrated by AS n ,

Owen and Others. Seventh Edition. Cr.
Zvo. 3s. 6d.

THE SKIPPER'S WOOING. Ninth Edi-
tion. Cr. Z7>o. y &d.

AT SUNWICH PORT. Illustrated by
Will Owen. Ninth Edition. Cr.Zvo. $s.6d.

DIALSTON E LAN E. Illustrated by Will
Owen. Seventh Edition. ( V. Zvo. «. 6d.

ODD CRAFT. _ Illustrated by Will Owen.
Seventli Edition. Cr. Zvo. is. 6d.

THE LADY OF THE BARGE. Eighth
Edition. Cr. Zvo. $s. 6d.

James (Henry). THE SOFT SIDE. Second
Edition. Cr. Zvo. 6s.

THE AMBASSADORS. Second Edition.
Cr. Zvo. 6s.

THE GOLDEN I'.OWL. Third Edition.
Cr. Zvo. 6s.

Keays (II. A. Mitchell). HE THAT
EATE'J II BREAD WI I M ME. Cr.8vo.6s.
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Kester(Vaughan). THE FORTUNES OF
THE LANDRAVS. Illustrated. Cr.Svo. 6s.

Lawless (Hon. Emily). WITH ESSEX
IN IRELAND. Cr. Svo. 6s.

Le Queux (William). THE HUNCH-
BACK OF WESTMINSTER. Third Ed.
Cr. Svo. 6s.

Also Medium Svo. 6d.

THE CROOKED WAY. Second Edition.

Cr. Svo. 6s.

THE CLOSED BOOK. ThirdEd. Cr.Zvo.6s.

THE VALLEY OF THE SHADOW.
Illustrated. Third Edition. Cr.Svo. 6s.

BEHIND THE THRONE. Third Edition.

Levett-Yeats (S. K.). ORRAIN. Second
Edition. Cr. Svo. 6s.

THE TRAITOR'S WAY. Medium Svo. 6d.

Linton (E. Lynn). THE TRUE HISTORY
OF JOSHUA DAVIDSON. Medium
Svo. 6d.

London (Jack). WHITE FANG. With a
Frontispiece by Charles Rivingston
Bull. Sixth Edition. Cr. Svo. 6s.

Lyall (Edna). DERRICK VAUGHAN.
NOVELIST. i,ind Thousand. Cr. Svo.

is. 6d. Also Medium Svo. 6d.

Maartens (Maarten). THE NEW RELI-
GION : A Modern Novel. Third Edi-
tion. Cr. 8z'i?. 6s.

M 'Carthy (Justin H.). THE LADY OF
LOYALTY HOUSE. Illustrated. Third
Edition. Cr. Svo. 6s.

THE DRYAD. Second Edition. Cr.Svo. 6s.

THE DUKE'S MOTTO. Third Edition.

Macdona'ld (Ronald). A HUMAN
TRINITY. Second Edition. Cr. Svo. 6s.

Macnaughtan (S.). THE FORTUNE OF
CHRISTINA M'NAB. Fourth Edition.
Cr. Svo. 6s.

Malet (Lucas). COLONEL ENDERBY'S
WIFE. Fourth Edition. Cr. Svo. 6s.

A COUNSEL OF PERFECTION. New
Edition. Cr. Svo. 6s.

Also Medium Svo. 6d.

THE WAGES OF SIN. Sixteenth Edition.
Cr. Svo. 6s.

THE CARISSIMA. Fifth Ed. Cr.Svo. 6s.

Also Medium Svo. 6d.

THE GATELESS BARRIER. Fifth Edi-
tion. Cr. Svo. 6s.

THE HISTORY OF SIR RICHARD
CALMADY. Seventh Edition. Cr.Svo. 6s.

Mann (Mrs. M. E.). OLIVIA'S SUMMER.
Second Edition. Cr. Svo. 6s.

A LOST ESTATE. A New Ed. Cr. Svo. 6s.

Also Medium Svo. 6d.

THE PARISH OF HILBY. A New Edition.

THE PARISH NURSE. Fourth Edition.

Cr. Svo. 6s.

GRAN'MA'S JANE. Cr. Svo. 6s.

MRS. PETER HOWARD. Cr. Svo. 6s.

Also Medium Svo. 6d.

A WINTER'S TALE. A New Edition.

Cr. Svo. 6s.

ONE ANOTHER'S BURDENS. A New
Edition. Cr. Svo. 6s.

Also Medium Svo. 6d.

ROSE AT HONEYPOT. ThirdEd. Cr.

Svo. 6s.

THERE WAS ONCE A PRINCE. Illus-

trated by M. B. Mann. Cr. Svo. 3s. 6d.

WHEN ARNOLD COMES HOME. Illus-

trated by M. B. Mann. Cr. Svo. 3s. 6d.

THE EGLAMORE PORTRAITS. Third
Edition. Cr. Svo. 6s.

THE MEMORIES OF RONALD LOVE.

THE SHEEP AND THE GOATS. Third
Edition. Cr. S7W. 6s.

A SHEAF OF CORN. Second Edition.

Cr. Svo. 6s.

THE CEDAR STAR. Medium Svo. 6d.

Marchmont (A. W.). MISER HOAD-
LEY'S SECRET. Medium Svo. 6d.

A MOMENT'S ERROR. Medium Svo. 6d.

Marriott (Charles). GENEVRA. Second
Edition. Cr. Svo. 6s.

Marryat (Captain). PETER SIMPLE
Medium Svo. 6d.

TACOB FAITHFUL. Medium Svo. 6d.

Marsh (Richard). THE TWICKENHAM
PEERAGE. Second Edition. Cr.Svo. 6s.

Also Medium Svo. 6d.

THE MARQUIS OF PUTNEY. Second
Edition. Cr. Svo. 6s.

IN THE SERVICE OF LOVE. Third.
Edition. Cr. Svo. 6s.

THE GIRL AND THE MIRACLE.
Third Edition. Cr. Svo. 6s.

THE COWARD BEHIND THE CUR-
TAIN. Cr. Svo. 6s.

A METAMORPHOSIS. Medium Svo. 6d.

THE GODDESS. Medium Svo. 6d.

THE JOSS. Medium Svo. 6d.

Marshall (Archibald). MANY JUNES.
Second Edition. Cr. Svo. 6s.

Mason (A. E. W.). CLEMENTINA.
Illustrated. Second Edition. Cr.Svo. 6s.

Also Medium Svo. 6d.

Mathers (Helen). HONEY. Fourth Ed.
Cr. Svo. 6s. Also Medium Svo. 6d.

GRIFF OF GRIFFITHSCOURT. Cr.Svo.
6s. Also Medium Svo. 6d.

THE FERRYMAN Second Edition. Cr.

Svo. 6s.

TALLY-HO ! Fourth Edition. Cr. Svo. 6s.

SAM'S SWEETHEART. MediumSvo. 6d.

Maxwell (W. B.). VIVIEN. Ninth Edi-
tion. Cr. Svo. 6s.

THE RAGGED MESSENGER. Third
Edition. Cr. Svo. 6s.

FABULOUS FANCIES. Cr. Svo. 6s.

THE GUARDED FLAME. Seventh Edi-
tion. Cr. Svo. 6s.

ODD LENGTHS. Second Ed. Cr. Svo. 6s.

THE COUNTESS OF MAYBURY : Be-
tween You AND I. Being the Intimate

Conversations of the Right Hon. the

Countess of Maybury. Fourth Edition.

Cr. Svo. 6s.
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Meade (L. T.). DRIFT. Second Edition.
Cr. Svo. 6s. Also Medium Svo. 6d

RESURGAM. Cr. Svo. 6s.

VICTORY. Cr. Svo. 6s.

A GIRL OF THE PEOPLE. Illustrated

byR. Baknet. Fourth Ed. Cr. Svo. -$s.6d.

HEPSY GIPSY. Illustrated by E. Hopkins.
Crown Svo. 2S. 6d.

THE HONOURABLE MISS: A Story of
an Old-fashioned Town. Illustrated by
E. Hopkins. Second Edition. Crown
Svo. $s. 6d.

Melton (R.). CESAR'S WIFE. Second
Edition. Cr. Svo. 6s.

Meredith (Ellis). HEART OF MY
HEART. Cr. Svo. 6s.

Miller (Esther). LIVING LIES. Third
Edition. Cr. Svo. 6s.

Mitford (Bertram). THE SIGN OF THE
SPIDER. Illustrated. Sixth Edition.
Cr. Svo. $s. 6d. Also Medium Svo. 6d.

IN THE WHIRL OF THE RISING.
Third Edition. Cr. Svo. 6s.

THE RED DERELICT. Second Edition.

Molesworth(Mrs.). THE RED GRANGE.
Illustrated by Gordon Browne. Second
Edition. Cr. Svo. t,s. 6d.

Montgomery (K. L.). COLONEL KATE.
Third Edition. Cr. Svo. 6s.

Montresor(F. F.). THE ALIEN. Third
Edition. Cr. Svo. 6s.

Also Medium Svo. 6d.

Morrison (Arthur). TALES OF MEAN
STREETS. Seventh Edition. Cr. Svo. 6s.

A CHILD OF THE JAGO. Fifth Edition.

THE HOLE IN THE WALL. Fourth Edi-
tion. Cr. Svo. 6s. Also Medium St'o. 6d.

TO LONDON TOWN. Second Ed. Cr.

DIVERS VANITIES. Cr. Svo. 6s.

NesbitlE.). (Mrs. H. Bland). THE RED
HOUSE. Illustrated. Fourth Edition.
Cr. Svo. 6s. Also Medium Svo. 6d.

Norris(W. E.). HARRY AND URSULA:
A Story with two Sides to it. Second
Edition. Cr. Zvo. 6s.

HIS GRACE. MediumSvo. 6d.

[NGILBY. Medium two. 6d.

THE CREDIT OF THE COUNTY.
Medium Svo. 6d.

LORD LEONARD THE LUCKLESS.
Mediu

NN. Medium \vo. 6d.
CLARI \ II IOSA. : 6d.
Oliphunt (Mrs.). THE LADY'S WA1 I .

Aft d u

SIR ROBERT'S FORTUNE. Medium
Zvo.

THE PRODIGA1 !. MediumSvo. td.
THE TWO MARYS. Mediun
Ollivant (Alfred). OWD BOB, THE
GREY l)i >G 1 1] i.i :• [Ul R. With a
I Eleventh Ed. Cr. Svo. 6s.

Oppenhc-im (E. Phillips). M \ ITER 01
MEN. Foui Cr.Zvo. 6s.

Medium Svn

Ozenham (John). A WEAVER OF WEBS.
With 8 Illustrations by Maurice Greif-
fenhagen. Fourth Edition. Cr. Svo. 6s.

THE GATE OF THE DESERT. With
a Frontispiece in Photogravure by Harold
Copping. Fifth Edition. Cr. Svo. 6s.

PROFIT AND LOSS. With a Frontispiece
in photogravure by Harold Copping.
Fourth Edition. Cr. Svo. 6s.

THE LONG ROAD. With a Frontispiece
in Photogravure by Harold Copping.
Fourth Edition. Cr. Svo. 6s.

Pain (Barry). LINDLEY KAYS. Third
Edition. Cr. Svo. 6s.

Parker (Gilbert). PIERRE AND HIS
PEOPLE. Sixth Edition. Cr. Svo. 6s.

MRS. FALCHION. Fifth Edition. Cr.Svo.
6s.

THE TRANSLATION OF A SAVAGE.
Third Edition. Cr. Svo. 6s.

THE TRAIL OF THE SWORD. Illus-

trated. Tenth Edition. Cr. Svo. 6s.

Also Medium Svo. 6d.

WHEN VALMOND CAME TO PONTIAC :

The Story of a Lost Napoleon. Sixth
Edition. Cr. Svo. 6s.

Also Medium Svo. 6d.

AN ADVENTURER OF THE NORTH.
The Last Adventures of 'Pretty Pierre.'

Fourth Edition. Cr. Svo. 6s.

THE SEATS OF THE MIGHTY. Illus-

trated. Sixteenth Edition. Cr. Svo. 6s.

THE BATTLE OF THE STRONG: a
Romance of Two Kingdoms. Illustrated.

Sixth Edition. Cr. Svo. 6s.

THE POMP OF THE LAVILETTES.
Third Edition. Cr. Svo. 3s. &d.
Also Medium Svo. 6d.

Pemberton (Max). THE FOOTSTEPS
OF A THRONE. Illustrated. Third
Edition. Cr. Svo. 6s.

Also MediumSvo. 6d.

I CROWN THEE KING. With Illustra-

tions by Frank Dadd and A. Forrestier.

Cr. Svo. 6s.

Also Medium Svo. 6d.

Phillpotts (Eden). LYING PROPHETS
Third Edition. Cr.Zvo. 6s.

CHILDREN OF THE MIST. Fifth Edi-
tion. Cr. Svo. 6s.

Also Medium Svo. 6d.
THE HUMAN BOY. With a Frontispiece
Sixth Edition. Cr. Svo. 6s

Also Medium Svo. 6</.

SONS OF THE MORNING. Second
Edition. Cr. Svo. 6s.

THE RIVER. Third Edition. Cr.Zvo. 6s.

Also Medium £vo. 6,/.

THE AMERICAN PRISONER. Fourth
Edition. Cr. Svo. 6s.

THE SECRET WOMAN. Fourth Edition.

'o. 6s.

I. AT \ \T VI I 'RE. WithaFrontis-
pii e. Third Edition. Cr.Svo. 6s.

1 HE P( IF Ml EVE. Fourth Ed. < r.Svo. 6s.

I ill'. POACHER'S Will dition

k 6s.

A I Mi Hum o. 6,1.
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THE STRIKING HOURS. SecondEdition.

Crown Zvo. 6s.

THE FOLK AFIELD. Crown Zvo. 6s.

Pickthall (Marmaduke). SATD THE
FISHERMAN. Seventh Ed. Cr.Zvo. 6s.

BRENDLE. Second Edition. Cr.Zvo. 6s.

THE HOUSE OF ISLAM. Third Edi-

tion. Cr. Zvo. 6s.

•Q'(A. T. QuiUer Couch). THE WHITE
WOLF. Second Edition. Cr. Zvo. 6s.

Also Medium Zvo. 6d.

THE MAYOR OF TROY. Fourth Edition.

MERRY-GARDEN AND OTHER
STORIES. Cr. Zvo. 6s.

MAJOR VIGOUREUX. Third Edition.

Cr. Zvo. 6s.

Rawson (Maud Stepney). THE EN-
CHANTED GARDEN. Fourth Edition.

Cr. Zvo. 6s.

Rhys (Grace). THE WOOING OF
SHEILA. Second Edition. Cr.Zvo. 6s.

Ridge (W. Pett). LOST PROPERTY.
Medium Zvo. 6d.

ERB. Second Edition. Cr. Svo. 6s.

A SON OF THE STATE. Second Edition.

Cr Svo. 3s. 6d. Also Medium Zvo. 6d.

A BREAKER OF LAWS. A New Edition.

Cr. Zvo. v. 6d.

MRS. GALER'S BUSINESS. Illustrated.

Second Edition. Cr. Zvo. 6s.

THE WICKHAMSES. Fourth Edition.

Cr. Zvo. 6s.

NAME OF GARLAND. Third Edition.

Cr. Zvo. 6s.

GEORGE and THE GENERAL. Medium
Zvo. 6d.

Ritchie (Mrs. David G.). MAN AND
THE CASSOCK. Second Edition.

Crown Zvo. 6s.

Roberts (C. G. D.). THE HEART OF
THE ANCIENT WOOD. Cr. Zvo.

3 s. 6d.

Robins (Elizabeth). THE CONVERT.
Third Edition. Cr. Zvo. 6s.

^osenkrantz (Baron Palle). THE
MAGISTRATE'S OWN CASE. Cr.

Zvo. 6s.

Russell (W. Clark). MY DANISH
SWEETHEART. Illustrated. Fifth

Edition. Cr. Zvo. 6s.

Also Medium Zvo. 6d.

HIS ISLAND PRINCESS. Illustrated.

Second Edition. Cr. Zvo. 6s.

Also Medium Zvo. 6d.

ABANDONED. Second Edition. Cr.Zvo. 6s.

Also Medium Zvo. 6d.

MASTER ROCKAFELLAR'S VOYAGE.
Illustrated by Gordon Browne. Third
Edition. Cr. Zvo. 3*. 6d.

A MARRIAGE AT SEA. Medium Zvo. 6d.

Ryan (Marah Ellis). FOR THE SOUL
OF RAFAEL. Cr. Zvo. 6s.

Sergeant (Adeline). THE MYSTERY
OF THE MOAT. Second Edition. Cr.

Zvo. 6s.

THE PASSION OF PAUL MARIL-
LIER. Crown Zvo. 6s.

THE QUEST OF GEOFFREY
D A R R E L L. Cr. Zvo. 6s.

THE COMING OF THE RANDOLPHS.
Cr. Zvo. 6s.

THE PROGRESS OF RACHAEL. Cr.

Zvo. 6s.

BARBARA'S MONEY. Cr. Zvo. 6s.

Also Medium Zvo. 6d.

THE MASTER OF BEECHWOOD.
Medium Zvo. 6d.

THE YELLOW DIAMOND. Second Ed.
Cr. Zvo. 6s. Also Medium Zvo. 6d.

THE LOVE THAT OVERCAME. Medium
Zvo. 6d.

Shannon (W. F.). THE MESS DECK.
Cr. Zvo. y. 6d.

Shelley (Bertha). ENDERBY. Third Ed.

Cr. Zvo. 6s.

Sidgwick (Mrs. Alfred). THE KINS-
MAN. With 8 Illustrations by C. E.

Brock. Third Edition. Cr. Zvo. 6s.

Smith (Dorothy V. Horace). MISS
MONA. Cr. Zvo. 3s. 6d.

Sonnichsen (Albert). DEEP-SEA VAGA-
BONDS. Cr. Zvo. 6s.

Sunbury (George). THE HA PENNY
MILLIONAIRE. Cr. Zvo. 3s. 6d.

Surtees (R. S.). HANDLEY CROSS.
Illustrated. Medium Zvo. 6d.

MR. SPONGE'S SPORTING TOUR.
Illustrated. Medium Zvo. 6d.

ASK MAMMA. Illus. Medium Zvo. 6d.

Urquhart (M.), A TRAGEDY IN COM-
MONPLACE. Second Ed. Cr. Zvo. 6s.

Vorst (Marie Van). THE SENTIMEN-
TAL ADVENTURES OF JIMMY BUL-
STRODE. Cr. Zvo. 6s.

Waineman (Paul). THE BAY OF
LILACS: A Romance from Finland.

Second Edition. Cr. Zvo. 6s.

THE SONG OF THE FOREST. Cr. Zvo.

6s.

Walford (Mrs. L. B.). MR, SMITH.
Medium Svo. 6d.

THE BABY'S GRANDMOTHER.
Medium Zvo. 6d.

COUSINS. Medium Zvo. 6d.

Wallace (General Lew). B E N-H U R.
Medium Zvo. 6d.

THE FAIR GOD. Medium Zvo. 6d.

Watson (H. B. Marriott). CAPTAIN
FORTUNE. Third Edition. Cr. Zvo. 6s.

TWISTED EGLANTINE. With 8 Illus-

trations by Frank Craig. Third Edition.

Cr. Zvo. 6s.

THE HIGH TOBY : Being further Chapters

in the Life and Fortunes of Dick Ryder,
otherwise Galloping Dick, sometime Gentle-

man of the Road. With a Frontispiece by
Claude Shepperson. Third Edition.

Cr. Z710. 6s.

A MIDSUMMER DAY'S DREAM.
Third Edition. Crown Zvo. 6s.
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THE PRIVATEERS. With 8 Illustrations

by Cyrus Cuneo. Second Edition. Cr.

Svo. 6s.

A POPPY SHOW : Being Divers and
Diverse Tales. Cr. Svo. 6s.

THE ADVENTURERS. Medium Svo. 61.

Weekes (A. B.). THE PRISONERS OF
WAR. Medium Svo. 6d.

Wells (H. Q.). THE SEA LADY. Cr.

Svo. 6s. Also Medium Svo. 6d.

Weyman (Stanley). UNDER THE RED
ROBE. With Illustrations by R. C. Wood-
ville. Twenty-Second Ed. Cr. Svo. 6s.

White (Percy). THE SYSTEM. Third
Edition. Cr. Svo. 6s.

A PASSIONATE PILGRIM. Medium
Svo. 6d.

Williams (Margery). THE BAR. Cr.

Svo. 6s.

Williamson (Mrs. C. N.). THE AD-
VENTURE OF PRINCESS SYLVIA.
Second Edition. Cr. Svo. 6s.

THE WOMAN WHO DARED. Cr. Svo.

6s.

THE SEA COULD TELL. Second Edition.

Cr. Svo. 6s.

THE CASTLE OF THE SHADOWS.
Third Edition. Cr. Svo. 6s.

PAPA. Cr. Svo. 6s.

Williamson (C. N. and A. M.). THE
LIGHTNING CONDUCTOR: The
Strange Adventures of a Motor Car. With
16 Illustrations. Seventeenth Edition. Cr.

8vo. 6s.

THE PRINCESS PASSES: A Romance
of a Motor. With 1 6 Illustrations. Ninth
Edition. Cr. Svo. 6s.

MY FRIEND THE CHAUFFEUR. With
16 Illustrations. Tenth Edit. Cr. Svo. 6s.

LADY BETTY ACROSS THE WATER.
Tenth Edition. Cr. Svo. 6s.

THE CAR OF DESTINY AND ITS
ERRAND IN SPAIN. With 17 Illus-

trations. Fourth Edition. Cr. Svo. 6s.

THE BOTOR CHAPERON. With a Fron-
tispiece in Colour by A. H. Buckland, 16

other Illustrations, and a Map. Fifth Edi-
tion. Cr. Svo. 6s.

SCARLET RUNNER. With a Frontispiece

in Colour by A. H. Buckland, and 8 other

Illustrations. Third Ed. Cr. Svo. 6s.

Wyllarde (Dolf). THE PATHWAY OF
THE PIONEER (Nous Autres). Fourth
Edition. Cr. Svo. 6s.

Yeldham (C. C). DURHAM'S FARM.
Cr. Svo. 6s.

Books for Boys and Girls

Illustrated. Crown Svo. 3s. 6d.

The Getting Well of Dorothy. By Mrs.
W. K. Clifford. Second Edition.

Only a Guard-Room Dog. By Edith E.
Cuthell.

Master Rockafellar's Voyage. By W.
Clark Russell. Third Edition.

Syd Belton : Or, the Boy who would not go
to Sea. By G. Manville Fenn. Second Ed.

The Red Grange. By Mrs. Molesworth.
A Girl of the People. By L. T. Meade.

Fourth Edition.
Hepsy Gipsy. By L. T. Meade. 2s. 6d.
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Second Edition.

There was once a Prince. By Mrs. M. E.
Mann.
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Mann.
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Medium Svo. Price 6d. Double Volumes, is.
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LOVE AND LITTLE TU'PENNY.
WINE FRED.
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THE QUEEN OF LOVE.
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Clifford (Mrs. W. K.). A FLASH OF
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