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PREFACE.

THE Delegates of the Clarendon Press, having deter-
‘mined on issuing a series of manuals intended for
educational purposes, have ent‘rusted me with the duty
of supplying a short treatise on Political Economy. The
several topics discussed in this little work have formed
the material for certain courses of lectures which I have
given during some years in London and Oxford, thdligh
they are presented in the following pages in a condensed
form, many historical and statistical illustrations being
omitted. These illustrations, which should be supplied
by the teacher, are of the utmost importance in the study
of the science, for just as the historian who is ignorant
of the interpretations of political economy is constantly
mazed in a medley of unconnected and unintelligible
facts, so the economist who disdains the inductions of
history is sure to utter fallacies. Much of the merit of
Adam Smith’s great work is derived from the steady use
which this philosopher made of history and statistics,
though in his time the former was uncritical; the latter

were inexact.



vi PREFACE.

There is I believe reason to differ from some of the
views generélly entertained by economists on the sub-
jects of Population, Rent, Wages, Profit, and one or two
other cognate-terms. My reader will be able to judge
whether I have succeeded in substantiating the con-
clusions at which I have arrived on those topics. The
ordinary theory of Rent is not historically supported by
the facts which it has assumed, and the theory of Popu-
lation is closely connected with that of Rent.

It is unnecessary that I should comment on the im-
portance of exactly demonstrating all such social laws
as the economist attempts to collect. Errors in such
inferences are always more mischievous than any other
fallacies; most mischievous when the social system of
any country is in course of reconstruction, and at a time
when the people whose institutions are being remodelled
are slow to accept the rule of the great French eco-

nomist, Zous les intéréls légitimes sont harmoniques.

JAMES E. THOROLD ROGERS.

Ox¥orp, March 11, 1868.
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CHAPTER L
Introductory.

A NATION is civilized in proportion to the tulness
with which the several persons who compose it
render mutual benefits and services, have reciprocal in-
terests, and multiply such benefits, services, and interests.
Everything which separates and secludes men from each
other, is a hindrance to civilization; everything which
unites them, is a help towards civilization. This will be
plain if we compare the condition of savage with that of
settled society. In the former case the social bond is
weak, even between the members of a family; weaker
still between the members of a tribe. In the latter, there
is a continually increasing tendency towards union and
association. In the former, there is no place for any right
beyond that of the individual ; in the latter, there is added
the right which the society itself possesses, Instances of
the former are still very common; but no nation has ever
yet been perfectly civilized, still less has the harmony of
interests been developed between all nations. Ignorance,
vice, wrong-doing, and crime, are still- common, even in
the best states of society with which experience supplies
us; and the intercourse of nations is still hampered by

local jealousies, rivalries, distrust, suspicion, and dislike.
Mat}y of the services which individuals render to society

B



2 INTRODUCTORY.

are of the highest importance, and are often absolute
conditions to the well-being of mankind. No one can
over-estimate the effect of justice, truth, integrity, self-
restraint. Inferior only to these moral virtues are the
mental qualities of culture, refinement, courtesy, and
taste. The persons who exhibit these qualities, they
whose characters are known for these virtues, are bene-
factors of mankind. The communities which are tho-
roughly imbued with these sentiments, whose domestic
and foreign policy is guided by morality and good feel-
ing, are of incalculable service to the cause of human.
progress. It is to the steady growth of such principles,
and to such practices, that we must refer all the civiliza-
tion by which modern society is characterized. It is in
thé hope that such principles and practices will be ex-
tended, that men can look forward to the civilization of
the world.

These facts, however, are mentioned in order that they
may not seem to be forgotten im a manual which is
treating some of the facts of human life from another
point of view. It will be found that the inferences of
political economy are in complete harmony with the laws
or experiences on which morality is founded, and that
though the inquiry is narrowed, it is only different in
degree from that which discusses the sanctions of duty
and right. The subject of a treatise on political economy
is, the services which men render'to each other; but those
services only on which a price can be put, and which are
rendered in order that such a price may be put on them—
or, to be more exact, that a tantamount service should be
given in exchange for them. Hence we must recognize
how it is that a person is able to render such a service,,
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what it is which fixes its price, and what are the circum-
stances under which mutual services of individuals are
" mhost easily given and received.

There will be no voluntary exchange of these services
unless the exchange affords a benefit to both the parties
who enter into it at the time when the exchange is
effected. One person may have it in his power, under
particular circumstances, to make what is called a ‘ hard
bargain’ with another; that is, may exact more for what
he renders than would ordinarily be given by any one, or
would generally be given by the person with whom he
makes his exchange. But at the instant at which the
exchange is made, the bargain is an advantage to the
person who is subjected to ¢ hard terms.” Of course we
must not understand by the power which one man has
over another, any force, compulsion, or fraud, but only
such arrangements as are free; that is, such as may be
accepted or refused at the discretion of the persons ne-
gotiating the exchange. The laws of every country pro-
hibit force, and afford remedies against fraud. Unless this
were done, society would pot hold together. But they
have also, from time to time, (always indeed ineffectually)
tried to prevent or annul contracts which are made under
circumstances unfavourable to one of the parties. Thus
most "legislatures have sought to restrain usury in* the
interest of borrowers, 10 fix prices in the interest of pur-
chasers, to control wages in the interest of employers,
and sometimes, but rarely, to fix minimum rates of wages,
or to find employment, in the interest of labourers.

All these attempts have failed in the long run. The
endeavour to lower the rate of interest, has in effect
raised its rate. Regulations fixing prices have caused

B3



4 INTRODUCTORY.

great fluctuations in prices; and so, for reasons which we
shall see hereafter, have on the whole raised prices. The
control of wages has been oppressive, without being
effectual; and all attempts to find employment, or to
raise wages above the rate at which they would naturally
stand, have diminished employment, and so diminished
wages. : '

. If therefore we are to understand the very elements
of political economy, we must get rid of the impression,
that if the contract be voluntary and the service be mutual,
one man’s gain is another’s loss. This view of human
society, and of international commerce, has been the
cause of infinite evils to mankind. It hag introduced into
the laws of various countries, regulations intended to grant
privileges to certain classes, and to restrict the action of
others by way of protection or compensation. It has
induced a, jealous foreign policy, and put a multitude of
restrictions on trade. It has been so inveterate a fallacy,
that it affected the judgment of men like Bacon: it still
misleads the energies of communities which are otherwise
intelligent. The real truth i exactly the reverse; for
one man’s gain in all acts of free exchange is another
man’s gain.

It will not be difficult to explain the origin of this
error. It arose partly from an ancient mistake about
the nature of wealth, partly from the manifest effect of
certain bargains.

For many ages an impression prevailed that wealth was
money, and that the true policy of a state was to secure
as much of the precious metals as possible. If therefore,
from this view, a nation or an individual gave money
in, exchange for goods, it seemed that the giver became
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pooter, the receiver richer. We have now learnt that,
although the exchange of money against goods and ser-
vices is familiar, the real exchange is between goods and
'servxces goods and goods; and that money only mea-
sures values, and enables the recipient to postpone the
completion of his part in the exchange. Money seemed
to be wealth, because of all values it is the best under-
stood, most easily finds a purchaser, and for a short tlme
at least varies least in value.

Again, some transactions between man and man are
completed only by gain on one side, loss on another.
If one man makes a wager with another, the occurrence
of the event on which the wager depends does involve
loss and gain. The same reasoning applies to what are
called stock exchange transactions. Here, however, it is
plain that there is no mutual service, and therefore, in an
economical sense, no exchange, The business of a mer-
chant or other intermediary betwéen producers and con-
sumers contains in it some elements of risk or specula-
tion. Occasionally the transactions of a trader are so
speculative, that we call them by analogy, gambling en-
gagements. But the analogy is only partial. The trader,
whatever be his personal motives, does a service to so-
ciety. He may try to obtain a larger advantage than
ordinary, either by his being able to anticipate an urgent
demand for the article in which he deals, or by his tem-
porary control of the market; but he can effect his end
only by satisfying the demands or controlling the neces-
sities of others. He could achieve neither of these con-
ditions unless he offered something which others are
willing or anxious to have. He can reach his customer
only through his inclination to buy. A speculation in
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trade is not a wager; but because the man who speculates
does incur a risk, and may make a large gain, or suffer a
loss in the long run, his acts, by a figure of speech, are
grouped with the doings of those who merely make bets
with each other. But even such trading transactions are
exceptional. In the great majority of cases the trader,
like the producer, desires to run as little risk as possible.
He knows that the risk of failure is generally understated,
the chances of success over-estimated, and that he is
quite as likely to be misled by a sanguine' temper, as to
be justified in predicting the course of the market, in
consequence of his intelligence and activity. Most busi-
ness is managed cautiously.

CHAPTER 1IIL
The Cause of Value.

Just as there are very important services of which no
true economical estimate can be given, so there are ob-
jects of great importance which are not appraised, because
they are unlimited, and cannot therefore be appropriated.
A supply of air is necessary for human life ; but air, owing
to natural agencies, is universally distributed under ordi-
nary circumstances. So is water in temperate and thinly-
peopled regions. Hence these objects have no market
value. Air however must be artificially supplied in deep
mines and in crowded rooms. 1In such places air bears a
price.  An artificial supply of water is needed in densely-
peopled towns, and in certain manufactories. Ice has no
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economical value in polar regions, but is of great import-
ance in tropical climates, and during the summer heat of
temperate regions. Solar heat has no economical value
inf the tropics, but the retention and economy of solar
heat is a matter of great interest, and the object of great
expenditure in colder climates. Thus, in the language
of Adam Smith, there are two senses of value—value in
use and value in exchange. With the former we have
nothing to do; we shall consider the latter only.

All objects and services posséssing value in exchange,
derive this value from the fact that labour has been ex-
pended on them. To this rule there is only one exception,

i. e. land in fully settled countries. The natural powers of
" the soil have their value in the fact that they are limited
in extent, and are appropriated. If they are unlimited
and unappropriated, as is the case in imperfectly occupied
countries, they have no more economical value, under
ordinary circumstances, than air and water have. The
aggregate amount of labour expended on objects and
services is called the cost of production, and if exchange
be free, the value assigned to everything which is suscep-
tible of an economical estimate is generally proportioned
to the average cost of production.

Labour then is the cause of value, This labour is
either physical or mental, i. e. is either intended to effect
some change on natural objects by means of direct mus-
cular exertion, or is busied in devising means by which
this muscular exertion may be economized, sustained,
made more efficient, or even superseded. Of these two
kinds of labour, mental is by far the most important. It
is directed towards the invention and improvement of
substitutes for mere manual labour,—at first the simplest
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and rudest; afterwards the most perfect tools. It has
aided human labour by animal and mechanical forces,
and as its discoveries are accumulated and arranged, it
has produced results which we do not wonder at, only
because we are so familiar with them. The wealth which
the present has inheritéd from bygone ages is not merely
the mass of material objects which have been trans-
mitted from generation to generation, and the permanent
improvements which have been induced upon the surface
of the soil; but comprises the aggregate of experience,
skill, and knowledge, which mankind possesses and em-
ploys in order to make the fullest use of all the powers
and forces in nature,

Not every. kind of muscular and mental labour is sus-
ceptible of an economical estimate. Nobody works harder
than men who row in a race, shoot all day long, or en-
gage themselves in hunting or travélling. So again, they
who busy themselves in abstruse mathematical calcula-
tions, or study astronomical phenomena, undergo severe
mental toil. But unless these labours are undertaken
with some purpose which lies beyond the labour itself,
and which can be brought to market, they are not such
labour as the economist appreciates. To have any signi-
ficance they must be priced and exchanged.

Nor does it follow, on the other hand, that labour, in
order to have any economical meaning, should be onerous
or disagreeable. Labour is no doubt generally avoided;
and most labour undertaken for ulterior ends and for
some material advantage is more or less involuntary.
But it need not be so. The late Mr. Turner was pas-
sionately attached to painting; Beethoven was equally
devoted to music. Neither can be charged with indif-
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ference to the material advantages which ensued from
practising these arts, though it is probable that had the
former sold none of his pictures, the latter never disposed
of the copyright in his music, each would have followed
the pursuit in which he took so much delight.

As however in all kinds of such labour as the economist
discusses, the end is preferred to the means, the product
to the process; and as the end is followed, and the
product effected, in order that they may be exchanged
against other ends and other products, it is the interest
of every one who labours to achieve the end and com-
plete the product with the least possible expenditure of
labour. In this way it is manifest that the exchange will
be effected on the best terms, i. e, for most* money or
goods. If by some process, for example, a farmer is
able to produce ten quarters of wheat at the cost of ten
pounds, and by adopting some other process he can pro-
duce the same quantity at the cost of eight pounds; he
will, if he be intelligent and industrious—qualities which
we must postulate—choose the latter in preference to the’
former process.

This disposition to produce the greatest possible result
with the least possible expenditure of force, leads in-
dividuals, and ultimately societies, in so far as they act
together, to adopt several expedients by which labour is
lessened and production is increased. These expedients
are traceable in the history of civilization. First then by

Tools and implements. The savage who lives by
hunting is urged, as much by the love of ease as by ne-
cessity, to economize his labour and improve the weapons
which he uses in the chase. Rude as his materials are,
they are singularly efficient in practised hands. The lasso
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of the Guanche, the trap of the Red Indian, the harpoon
of the Esquimaux, the lance of the Australian, are wielded
with the same skill and precision as, for instance, the
blow-pipe of the glass-blower. The use of these weapons
is nearly all these savages know; but what they know they
must know well in order to live. So again ethnological
researches seem to show that the first tools used in agri-
culture were rude both in their material and their con-
struction, and tHat they were gradually improved. In our
own experience, we know how mechanical science! has
developed that exact and precise machinery, by which
such marvellous results are arrived at in modern industry.

Co-operation of Labour. United labour, even though
the labourers perform just the same operation, is more
effectual than the separated labour of each individual.
Two men hunting together will bring down more game
than they would if they hunted apart. Two or more
horses in draught will draw a heavier load than would be
done if each horse had a cart to himself. Two grey-
hounds will run down more hares, if they course in
unison, than if they are coursed separately. Organization
and combination, even if they be of the simplest cha-
racter, have a great economical significance.

Division of Labour. Much more striking, however,
aré the effects of the division of labour. By this expres-
sion is meant the parcelling out the several functions
which the contributors to any produce perform, among
various individuals, each of whom has his own work to
do in effecting the production in question.

The number of persons who contribute towards pro-
ducing any common article—and as a rule the commoner
it is the more numerous are the persons who contribute—
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is found on examination to be very great. A yard of
calico represents the labour of very many persons. The
cotton from which it is manufactured was obtained by the
joint labours of one set of persons; the carriage of it from
a foreign country fequired another-set ; the transmission of
it to the manufacturer a third organization ; the process of
manufacturing the cloth a fourth ; its distribution by sale
a fifth. The fourth in this series is subdivided, for the
business of spinping is generally different from that of
weaving. To these may be added the different persons
who manufacture the machinery by which the process is
effected. It will be plain, if all the kinds of labour which
aid directly and indirectly in the production of a yard of
calico were discussed, and its part assigned to each kind,
that the series is almost geometrical, in the same way as
the ancestors of any man, amount in a few generations to
many hundreds. And it is plain also that this division
of labour is the result of certain social causes; for in
a country like India the same person grows, gathers,
cleanses and spins the cotton-wool, and afterwards
weaves it into cloth.

The same tendency to the division of labour exists in
other manufactures. Adam Smith illustrated the principle
by commenting on the number of persons engaged in so
trifling a manufacture as that of pin-making. The same
rule holds good with watch-making, the manufacture of
playing-cards, of paper, and of an infinite amount of
other articles.

The cause which has brought about this appropriation
of labour to special functions is that to which allusion has
already been made, viz. the desire to produce the largest
possible amount at the least possible cost. ‘This desire is
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itself powerfully stimulated by competition; for producers
find that their rivals will carry off business unless they °
accommodate themselves to the state of the market.
Hence everything which chécks competition,, checks the
division of labour.; everything which enlarges the market,
induces and aids it.

We have yet to see how it is that the division of labour
lowers the cost of production, cheapens gobds, and thére-
fore enlarges the market.

First, it makes the workman more dexterous A man
who continually does one thing acquires great readiness
in doing it, or, as we commonly say, ‘gets a knack of it.’
Any person who watches a practised hand, can see how
rapidly he executes the work he has to do. The number
of nails which a nailer can make in a day is far in excess
of that which could be fabricated by any general smith,
however skilful and intelligent he may be. In playing
music, no excellence of ear, no taste or feeling, will avaxl
unless the player has diligently practised on his instru-
ment. According to some persons, genius itself is
‘a great capacity for taking trouble. It is very difficult
to distinguish between natural and acquired capacity.
Sydney Smith used to say, that any person could be
witty or brilliant in conversation, if he took pains to make
himself competent. Great orators have generally ac-
quired their command over language, their skill in debate
and retort, by long and diligent study. It is not rare for
an accountant to run up three columns of figures simul-
taneously, and thus reckon a product almost at a glance.
When, however, the mind attentively watches, and the
hand performs one act only, the ease and quickness
with which the result is achieved are even more remark-
able. But any economy of time and labour diminishes
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the cost of production, makes the article cheaper, and
enables a larger number of persons to use or enjoy the
product.

Next, it becomes possible to vary the wages of the
different contributors to the product in proportion to their
skill and capacity. If one person began and completed
the manufacture, he must be paid for the easiest and
simplest work at as high a rate as he'is paid for the most
difficult. For example, the various workmen in a glass-
house receive wages ranging from 5l to 5s5. a week., If
one person mixed the materials and smelted them, blew
the glass, annealed it, squared it, and packed it, and be-
sides performed the multltude of minor and easy opera-
tions which are subsidiary to the manufacture, the whole
service must be paid for at one, and that the highest rate.
In the infancy of manufactures such an accumulation of
functions is necessary, and the cost of the article is there-
fore high. But competition for the sale of manufactured
articles soon leads to the discovery that different rates of
wages may be paid to different agents.in the joint labour
of production, and that an economy of a very important
kind can be effected by these means."

The division of labour tends continually to the multi-
plication of intermediaries to the process by which the
material is fashioned into a saleable commodity, and the
commodity is put within reach of the consumer. If these
agents are not interposed arbitrarily, but are present be-
cause they facilitate operations, they each and all perform
a service with which society could not dispense to its ad-
vantage. The case of course is different, if by any law
or compact more persons are engaged in any occupa-
tion than necessity and convenience demand. Thus for
example, at different periods in economical history, police
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regulations have been laid on the manufacture and trade
in cloth, and payments have been made for the service
which the police is supposed to have rendered. But as
the purchasers of cloth are as a rule perfectly competent
to judge of its texture, quality, and ,measure, the interpo-
sition of such an official service is needless and wasteful,
So again the etiquette of certain professional functions
prescribes that a service should be divided. It is a rule in
the practice of English law, that clients should not con-
sult a barrister directly, but must employ the intermediary
service of an attorney. If the custom were an economy
(and in such a case the rule is needless and superfluous),
no objection could be taken to it, since it would be an
illustration of the division of labour, and a gain. If it be
a mere arrangement, which is intended to secure wages
to two persons where the service of one is sufficient, it
is a loss. So again, if it be the custom in building that
there should be an unnecessary number of overlookers
or foremen, the apparent division of labour is only an
arbitrary increase of cost. In short, the rule by which
the multiplication of intermediaries in any transaction can
be tested, and its limit determined, is contained in the
answer to a question, Does the increase diminish the
charges put upon the consumer, or purchaser of the com-
modity? If it does, it fulfils the economical conditions
which attend the natural division of labour. If it does
not, the service is apparent, not real, and the natural
course of production and exchange is obstructed.

The division of labour again tends to the development
of machinery. Animal is used instead of human labour,
because it is cheaper; machinery instead of both, because
it is cheaper still. But though these results are in the
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end obtained by machinery, the outlay necessary for its
adoption is large. A machine is a very costly affair.
Some, which aid in the manufacture of the cheapest ar-
ticles, are exceedingly expensive: they cannot therefore be
obtained except the manufacture is extensive, the demand
large, and the market wide. But these circumstances are
the conditions under which labour is most fully subdivided.
And thus as the division of labour is the stimulant to the
adoption of machinery, so the use of machinery tends still
further to subdivide labour.

Again, the conditions which bring about the division of
labour tend towards equalizing the price of commodities.
The producer and consumer are equally interested in,
effecting as nearly as possible a ‘uniformity of price. But
when the process of production is interrupted or discon-
tinuous, prices fluctuate greatly. It is clear, however, that
such processes of production as are effected by divided
labour must be continuous, i. e. the demand and supply
of the articles in question must be steady and anticipated.
No one would organize a body of workmen, and assign
each his proper place in any manufacture, except he un-
derstood that there was a market, and a sure market, for
his goods. He may, indeed, in the competition of manu-
facture, temporarily overstock the market, i. e. produce in
excess of the demand. But on an average, all manufac-
turers carrying on the same business will not commit
this error.

Furthermore, as the cheapness of articles is relative to
the extent to which labour is organized for the purpose of
production, it will be seen that the greater is the width
of the market, the better is the natural division of labour
carried out, When therefore unwise or jealous legislation,
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temporary and personal interests, narrow the market, they
check or restrain the process by which labour is divided
and society benefited. This mistaken policy, under various
forms, has done much to hinder the true progress of
mankind. Nations can and may, render mutual services,
confer mutual benefits. The superfluities of one country
are the necessaries or luxuries of another. The inter-
change of this overplus is the foundation of international
commerce, just as the wants of the country are supplied
by the towns, those of the towns by the| country. And
as this friendly rivalry in the bestowal of reciprocal advan-
tage, is a bond between nations, as well as a profit to both
parties entering into trade; so the denial or prevention
of such an intercourse is the source of numberless evils.
Nations gain by mutual trade, lose by isolation. A com-
munity is not profited, does not grow in wealth by such
artificial regulations as hinder or prevent commercial inter-
course. Political economy, as Adam Smith saw, does not
consider the wealth of one people, but the wealth of nations.

~ When therefore it is said that labour is the cause of
value, and that prices are estimated on the whole by the
cost of production, we must understand that the object
on which labour is expended is in demand, and that the
labour devoted to the end is judiciously and economically
applied. Communities as well as individuals may waste
their labour ; their efforts may be misdirected; their ener-
gies may be perverted. As we continue this inquiry, we
shall unfortunately have occasion to see that such conse-
quences are not rare, and that, as a rule, these errors are
the effect of unwise laws and regulations. But when
competition is healthy, and trade is free, such errors are
soon abandoned.
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Taking this formula, then, that the value of all objects
and services in demand is due to the cost of production
we shall be easily able to interpret -the most familiar
economical problems, and find a clue to those which are
more difficult.

The reason why a diamond of five carats weight is
worth, according to Mr. Emanuel, upwards of 300/, is
due to the fact that on an average, and at the present time,
an amount of labour equivalent to this sum is expended
on the discovery of such a gem. The reason why on an
average, a quarter of wheat is worth from 2l 10s. to 3L is
because it costs as much labour to get this amount of
gold as it does to produce a quarter of wheat. The reason
why the average income of a physician is, say 500Z, is
because it cdbts a capital sum in the first instance, a con-
tinuous outlay in the second, and a replacement of the
capital expended in the third, in order to provide and
secure the professional services of such a personage;
and these sums together make up the fund on which
(just as in the case of interest on money lent) the 500l in
question is paid by way of compensation. There are
indeed two elements in price which disturb or qualify
these interpretations of relative values; these are, first,
the cost-of carrying the article from the place in which it
is produced to the place in which it is bought or sold;
and next, the rent of land, the origin and significance of
which will be treated in a subsequent chapter. The cost
however of carriage, is part of the cost of production; for
everything which is produced is, when economically con-
sidered, produced for sale, and production for sale implies
a demand and a market.

-
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CHAPTER III

The Measure of Value.

As the value of every object or service in demand
depends on the cost of producing or supplying it, this
value either rises and falls according to the easiness
or difficulty with which it may be obtained; and as values
are relative to other values, the value of any one article
may and does vary as the circumstances under which it
is produced vary. Thus for example, a little after the
middle of the thirteenth century the value of gold to
silver was ten to one; at the conclusion ®of the same
century it stood at twelve-and-a-half to one; in the
‘middle of the next century at thirteen-and-three-quarters
toone. At presént it is at about fifteen-and-a-half to one,
weight for weight. There is every reason to believe that
this 'rise in the value of gold was due to the fact that at
about the end of the thirteenth century gold currencies
became common in Italy and elsewhere; that therefore
existing stocks of this metal were absorbed by the de-
mand for gold coins; and that consequently greater pains
nnd more labour were devoted to the extraction of gold
from its ores, or, which is in effect the same thing, poorer
mines were ‘worked. So again, the value of iron during
the thirteenth and fourteenth centuries was about two-
and-a-half times higher than that of lead. At the present
time, however, lead, weight for weight, is worth about
four times as much as iron. This change in values has
been induced by the fact, that although the cost of pro- .
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ducing lead has been greatly diminished since the period
referred to, the cost of producing iron has been still more
diminished. On the other hand, very little variation can
be detected in the relative values of objects which are
obtained at nearly equal cost under all circumstances.
Thus thege can be no doubt that the crops of wheat,
barley, and oats, produced in England at the present day,
are many times more in quantity than the produce of
England was five hundred years ago. But though the
quantity of each has increased, the relative cost of pro-
ducing each has not materially varied; for it has been
found, from the evidence of prices, that while in the
earliest period, i. e. from 1260 to 1400, the relative values
of wheat, barley, and oats, were respectively 100, 73.14,
and 4z.05; the same articles have during the ten years
1856-1865 stood in the proportion of 100, 70, and 45.95.
This discrepancy, slight as it is, may be accounted for by
the large importations of foreign barley’ perhaps by the
incidence of the malt-tax on the one land, and the in-
creased use of oats for feeding horses and fattening cattle
on the other. But perhaps the most striking illustration
of variation in values is to be found in the rent of land.
Five hundred years ago, good arable land, naturally
drained and in the neighbourhood of a town, was let at
the rate of sixpence an acre annual rent. At the present
time the same plots of land are let at 3/ the acre. The
relative value of this land therefore, as compared with
wheat, has risen in this period of time, by nearly four-
teen times.

Values therefore are relative to each other. It will be
seen in consequence that there can be no universal rise
in values, If everything were said to be worth more than

c2
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it had been, all that such an expression would imply is,
that it costs more trouble to produce or procure everything,
and though labour would be more heavily taxed to get
~what it needs or what it exchanges, as everybody would
have to work harder, no one could be better or worse off
in comparison. Thus five hundred years ago, gvery com-
modity which could be procured cost vastly more labour
and trouble to get than it does now. The labour of the
agriculturist produces, it is probable, six, perhaps eight
times as much as it did in those days. So the rapidity
with which clothing is manufactured, the ease with which
metals are smelted and refined, the economy with which
merchandise is transported, are at the present day, when
compared with the past, incomparably greater. But un-
less the process by which any one of these conveniences or
necessaries can be obtained, has been rendered easier or
more rapid, the relative values of food, clothing, metals,
and sea-carriage remain the same; and if there can be
‘no general rise in values, there can be no general fall in
values. General prices may rise and fall; for price is the
measure of an article by one standard, value is the mea-
sure of any one object by all other objects. It will be
remembered too, that the value of an object is not deter-
mined by the use it can be put to, or the importance
which its possessor assigns to it, or even to the desire
which another has for it, but that it resides in the power
of exchange which the owner has by virtue of possessing
-it, If a merchant wishes to trade with savages, it would
be of no use for him to export such merchandise as is
fitted for civilized societies only. There is great use, it
may be in such merchandise, but under the circumstances
there is no market for it. If, again, a merchant were to
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import food into a country suffering grievously from
famine, no trade can ensue, unless the starving people had
something to offer in exchange, though the desire which’
such persons would entertain would be urgent and vehe-
ment. In short, it is necessary, in order to give value
to any object, that it should be, as is technically said, in
demand; and this demand must be ¢ffecsual, thdt is, must
be accompanied with the power of proffering some other
object in exchange. :

Having seen, then, what it is which constitutes value,
we may now be able to determine what constitutes price.
The price of an article, as has been said, is its estimate
in some one uniform measure. If this measure did not.
itself vary in value, i.e. if the cost of producing it was
always one and the same, and any increase in its quantity
was absolutely relative to an extension of the area over
which it was used, a general rise and fall in prices would
be as impossible as a general rise and fall in values. But
as the value of one thing may rise or fall in relation to
other things, so the value of the measure itself may rise
and fall in relation to all other things. This variation we
know to have occurred in the case of those objects, gold,
silver, and copper, which have formed the measure of
value among all civilized nations.

A little reflection will shew that some common measure
of value must needs be adopted in all societies whose
condition is superior to mere barbarism. Society, as we
have seen, exists by the interchange of services; and that
community makes but little progress in which each man
is able, or rather is constrained, to supply all his own
wants by his own skill or labour. But the fact, that such
an interdependence characterizes civilized society, makes
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it necessary also that some of those who work at special
objects of utility should be far less numerous than others.
Thus for example, the number of bakers in any com-
munity is far larger than that of shoemakers; that of shoe-
makers again than that of wheelwrights; that of wheel-
wrights than that of engineers, and so on; while there
are some occupations which are fully served by two or
three persons in a vast community. Now where dealings
are transacted on a large scale, it is not difficult for com-
modities to be exchanged against commodities ; as indeed
is the case in the trade between two countries. Here as a
rule, the actual transfer of gold and silver is rare, goods
being exchanged against goods. But the case is quite
different when the transactions are small. Here the ex-
change of commodities is impossible, or at least incon-
venient; and the persons who deal together are obliged
to adopt some common object of value, which each is
willing to take, because he knows that he can easily get
rid of it in exchange for whatever he wants or may want.
This object is money. Money, then, is a means by which
two persons who do not deal together mutually as pro-
ducers and consumers, are able to enter into transactions.
The baker does not want shoes, and so takes money.from
the shoemaker; he does want wine, but the wine-mer-
chant does not want bread. He therefore gives the wine-
merchant the money which he takes from the shoemaker ;
and so the same money is made to represent an endless
series of exchanges, each seller receiving the money in
order to buy what he needs of those who sell what he
wants. Money, then, is essential to the subdivision of
labour and services, and the organization of society.
Even, however, if money were not a physical object,
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it. would still be necessary as a symbol or calculus. We
need some common measure of value, as we need mea-
sures of length and capacity, even though we never
transfer that which is designated by the name money.
The merchants who trade between different countries,
even though they exchange goods against goods, must
needs estimate what they sell and what they buy by some
common measure. A British merchant trading to France
does not reckon so many hogsheads of wine against
so many pounds of cotton yarn, or so many tons of iron,
but he measures what he buys and what he sells by
money. So necessary is this process to trade, that we are
told of nations who have no money, properly so called,
but who have been constrained to invent a fictitious
measure in order to express values.

In short, the functions of money in the act of exchange
present a close analogy to the functions of language in
relation to thought. As there may be a rude barter, so
there may be a rude language of signs. But there is
no true communication of thought except by articulate
speech; and similarly there can be no real and effectual
trade except by the use of a common measure.

Money, however, is only a means to an end—the
machinery, namely, of trade. For reasons which we shall
see shortly, it is a very costly machinery, which society is
always striving to economize. And for the same or similar
reasons everybody who takes money wishes to get rid of
it as soon as he can, because as long as he holds it it is
to him wholly unproductive. Knowing that it is, by its
very nature, that which is most easily got rid of, and is
always in demand, he will always retain a small portion
against emergencies; and if he thinks these emergencies
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are very imminent, he keeps a larger quantity by him.
Sometimes, too, though this practice is giving way, he
hoards it; but in general, he tries to get rid of its actual
possession as soon as he can. If he does not purchase
goods with it with a view to a profit on the purchase, he
lends it to others.

It is because everybody wishes tg get money, and
everybody is willing to receive money in preference to
that which money will buy, that many persons, and even
nations, have believed that money is the only wealth. It
is undoubtedly that part of wealth which is most easily
accepted in exchange, because when the seller of a com-
modity gets money in exchange for goods, the money is
worth to him more than the goods, the difference between
the two being his profit on the transaction. But though he
takes the money, it is far from his thoughts to contemplate
retaining it, he takes it to get rid of it, for he loses profit
as long as he retains it.

The forgetfulness or 1gnorance of the true use of
money, that, namely, of its being an instrument of ex-
change, has been the cause of an infinite variety of
economical and political errors. For many centuries the
policy of our laws and of our trade was professedly the re-
tention of as much money as possible. It is an instance
of the difficulty there is in generalizing correctly, that the
act of hoarding, which no reasonable trader would practise
for himself, was held to be the greatest wisdom in the
commerce of the state, Had the legislature confined itself
simply to putting stringent regulations on the exportation
of money, no great harm would have been done, because
these regulations were always and necessarily inoperative.
The most efficient police is unable to prevent smuggling,
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=is hardly able t§-check it, even when goods are bulky and

cheap; how miich more difficult would it be, then, for a

rude police to prevent the efflux of that which is of great
value, and which lies in small compass.

But the acts of the legislature took a dxﬁ'erent turn,
They strove to encourage exports, and discourage im-
ports, because exportation increased the money of the
country, importation diminished it. Hence, protective
regulations were adopted, and a host of laws, instituted
originally from mistaken notions of the .public good, be-
came, in course of time, the strongholds of ignorance,
indolence, and selfishness. We have got rid of these
arrangements only in our own day; and no other nation
has made nearly so much progress in the true theory of
public wealth as we have. At present, however, we have
reversed the policy of our forefathers. Their rule was, as
has been said, to discourage imports, and encourage
exports; ours is to encourage imports, and to let exports
find their own market for themselves. In other words,
we are always willing to buy, because we know that when
nations wish, as all nations do wish, to sell, they must also
buy, and that if they are resolved to put hindrances on
their own power of buying, they must sell their own
goods at cheaper rates, if, indeed, they want to sell them
at all. )

Money, then, is an essential part of the machinery of
trade. It forms a measure of value even when com-
modities are exchanged; it is the most convenient, in-
telligible, and available pledge which a seller of goods can
obtain, for it is that which he can make use of at his
discretion when he needs, in his turn, to effect a purchase
of any goods which he may desire, To receive money in
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exchange for goods, is to receive that commodity which,
more than any other, will give its possessor command over
the general market,

This money is generally, but not.invariably, one or
both of those metals which are called precious, for a reason
which we shall presently see. Sometimes the standard is
copper, as it was in ancient Rome and in medizval
Sweden. Sometimes it is gold, as in Great Britain and
the United States. Most frequently it is silver. Occa-
sionally, as in France, it is either gold or silver, at the
discretion of the purchaser. It is said that other articles
besides the metals are employed as a measure of value.
Thus we are told that rock-salt is used in Abyssinia,
hides in South America. The travels of Mr. Speke seem
to imply that pieces of cotton cloth answer the purpose of
a currency in Eastern Africa. For many ages a small
univalve shell, the cowrie, has been a form of currency
in Bengal.

But civilized communities invariably employ one or
both of the two precious metals, gold and silver. Here,
however, we must distinguish gold and silver as used in
the arts, and as used for the purpose of trade or ex-
change. In the former case they are strictly merchandise,
in the latter, as we have seen, they are a kind of ma-
chinery by which exchanges are adjusted. It has been
said by an eminent economist, that the value of gold and
silver is determined by their use in the arts. This state-
ment, however, is not quite correct. - Their use in the
arts is an index of their value, but not the sole cause of
that value, If the employment of gold and silver as a
measure of value should cease, the liberation of existing
stocks would be followed by a great fall in their value,
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and they would forthwith become of less value in the arts.
Their value is as much due to the demand which exists for
their use as currency, as it is to the demands of the arts.
It has been observed above, that the rise in the value of
gold, a fact fully ascertained from the rate of exchange
after the beginning of the fourteenth' century, was due to
the general use of gold as a currency.

The causes which have determined civilized commu-
nities to use gold and silver as the material of money are
as follows. TFirst, in the natural course of things, they are
produced in nearly equal quantities by nearly equal labour,
or at nearly equal cost. Over a long period of time, the
labour necessary to produce equal quantities may vary,
and has varied considerably. But over short periods of
time, no great variation ensues, and for several reasons.
In the first place, the stocks of gold and silver possessed
by civilized communitieg are so large, that very consider-
able additions are, comparatively speaking, small by the
side of the quantity existent or in circulation, and the
quantity annually required for consumption. In the next
place, the precious metals are generally found in districts
which are otherwise unfitted for the supply of the ne-
cessaries of life; among barren rocks and mountains, to
which food must be transported, and in which;, therefore,
living is dear, and the cost of production great. In the
next, after the few prizes in the shape of metallic masses
of gold and superficial ores of silver are secured, gold
must be obtained from very hard rocks by very expensive
machinery; and silver is ordinarily found in slender and
deep veins, in alloys from which it is extracted with diffi-
culty, and in small percentages to the weight of the ore.

Now if large quantities of gold and silver could be found
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within easy reach of abundant labour and food, and could
be collected without any great amount of labour, the first
finders and miners would be enriched, and by degrees
the possessors of the old stocks of gold'and silver would
be impoverished. But no such thing has ever happened.
It is said that at the close of the Roman republic, the
vast mass of gold which Julius Ceesar brought into the
Roman treasury, reduced its value by twenty-five per cent.
It is certain that the occupation of the new world by
the Spanish conquerors of Mexico and Peru reduced the
value of silver so considerably, that it was not worth half
as much at the close of the sixteenth century as it was up
to the first half of the same period. But in both these
cases, the fact did not ensue from those ordinary eco-
nomical conditions which affect and determine production.
Both these phznomena were the results of violence.
Julius Cxsar was bringing with him the plunder of the
Gauls, the masses of native gold which this people had
roughly fashioned into articles of personal adornment,
and which, it seems, was procured in abundance. The
Spanish colonists of the new world exhausted the popu-
lation by compulsory labour in the mines. If, then, by
some similar action, or by some exceptional circumstance,
it were possible to add largely and suddenly to the stocks
of the precious metals, serious results would ensue to
many persons, and the fitness of gold and silver as
measures of value would be impaired.

Again, if both gold and silver are used simultanepusly
as a currency, the proportionate amount of labour required
to produce each cannot, without great public inconveni-
ence, be disturbed. In the rough, it may be said that the
¢ost of producing a pound Troy of gold is fifteen times
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-as great as that of producing a pound Troy of silver, and
that therefore, a pound of gold is worth about fifteen
pounds of silver. Now it is of course impossible that'the
production of any two commodities should always repre-
sent the same proportionate cost, or that variations in the
annual quantity of silver or gold brought to market should
not occur. But here again, though there are always oscil-
lations in price, the oscillations are very slight, partly
because the excess in production for one year or one
period is compensated by a defect in another year or
period; and so the average cost of producing these ob-
jects rectifies occasional irregularities; partly because, as
‘was observed before, the existing stocks are so vast, that
even a considerable addition in any one year or period
produces very little effect on the aggregate in existence.
Still this change in the relative values of gold and silver
has been witnessed. The proportion between the two at
the latter end of the thirteenth century was about nine to
one: by the middle of the fourteenth it was as twelve-
and-a-half to one: at present, as we have seen, it is
about fifteen to one. But this variation and its economical
effects have been manifested on a large scale, and in a
very significant manner in France, during the last fifteen
years, In that country there is a double currency, i.e.
any debtor may proffer the amount of his debt in gold or
silver at his discretion. On March 28th, 1803 (7 Ger-
minal, year 11), the French republic fixed the proportion
of gold to silver at fifteen-and-a-half to one. High as this
proportion is, the gold was undervalued ; silver was the
cheapest currency in which a debtor could pay his obli-
gations, and consequently gold almost disappeared from
circulation. Since the discoveries of gold in Australia and
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California, the relation has been reversed, silver is now
undervalued, and has rapidly flowed out of France.

Tt may be stated here, that the inconveniences of a
double currency are, (1) Any marked change in the rela-
tions of the two metals induces an efflux of the one, and
an influx of the other, as the case may be, and tends tq
bring about certain complications in foreign trade; (2) It
is difficult to use the undervalued metal as a bank reserve,
because it is drawn out of the banks for exportation ;
(3) It tends to cripple the use of gold for large, and of
silver for small payments, compelling the public to use a
heavy and cumbrous currency under one set of circum-
stances, or to have great difficulty in getting ‘ change’
under another set. '

In this country we have apparently a double, or rather
triple currency. But the inconvenience of the French
system is obviated by two regulations: (1) Silver is con-
siderably overvalued, copper or bronze money much more
s0; (2) But a debtor is not allowed to proffer more than
forty shillings in silver, or twelve pence in copper, unless
of course his creditor is willing to take more of either.
The result is,-that the silver and copper currency never
leave the country, and are confined to the true purpose
for which they are issued—the supply of small money.
Were silver not only overvalued, but allowed to be a
‘legal tender’ to any amount, all the gold currency would
tapidly disappear.

A second condition, which must belong to any measure
of value, is, that it must be indestructible under the ordi-
nary conditions of the atmosphere. If an article is depre-
ciated by time or decay, it ceases to be a satisfactory mea-
sure of other values. Now of all natural objects the metals
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are the least destructible, and among these especially gold
and silver, which do not rust, corrode, or decay.

A third is, that the material of which this measurt is
made must be susceptible of such easy division or re-
union; that a number of small pieces shall be worth no
more, and no less, than an aggregate piece of equal weight.
The quality being understood, the value of the measure
will be determined by the weight only, and not by the
size of the pieces which make up the weight. Precious
stones are very valuable; they are highly indestructible.
They are produced, certain conditions fulfilled, in nearly
equal quantities by nearly equal labour. But they are
valued, not by their weight only, but by their size, be-
cause though they may be divided, they cannot be united.
Hence they are wholly unfit for the purposes of a
currency. .

These conditions are fulfilled by no other object except
gold and silver. Hence the selection of one or both of
these metals as a measure of value is universal among
civilized communities.

Still, in order to become available for currency, and as
a measure of value, gold and silver must be subjected to
some further manipulation. These metals are rarely found
in a state of purity, but have to be extracted from their
ores by various refining processes. Furthermore, it is
easy to adulterate them; and it is difficult, except great
trouble is taken, and considerable skill employed, to detect
adulteration. But it is plainly essential to a2 measure of
value that it should be rapidly and easily estimated. If
one had to test the value of lumps of metal' whenever
they were received, and to guard against adulteration
whenever it is practised; it is hardly possible to concejve
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that the mass of mankind would use these metals at all as
a currency. '

Gold is very heavy, and silver is very bright. But a
mixture of gold, silver, and copper, will deceive the eye,
and be very likely undetected, unless the possessor of it
be skilful enough to compare its bigness with its density.
The story of Archimedes and the crown is well known.
So silver will bear a great deal of alloy without losing its
brightness, or at any rate will retain’ it sufficiently long for
purposes of fraud.

It is therefore a very early and necessary act of police,
for a government to take on itself the.duty of certifying
the fineness or purity of the masses of metal which cir-
culate in a community. It is proper that a government
should always do its best to protect its subjects from any
systematic adulteration or fraud. But governments are
frequently incompetent for such ends, and in a great
many cases the community is a competent judge of the
goodness or badness of the various articles which it pur-
chases in the market. But the adulteration of such gold
and silver as is used for the general purposes of exchange
is 2 much more serious matter. It needs imperatively the
superintendence of a public police; so that imperfectly
civilized, despotic, and even barbarous governments re-
cognize the necessity of securing the purity or standard
of their currencies; generally by prohibiting any private
person from issuing or certifying these metals, and. by
assuming the right or duty themselves.

The earliest form which this certificate takes is that
of affixing a stamp to masses of metal. This is the prac-
tice in China, where many very familiar inventions have
been made, as it seems, at an early date, but have been
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strangely undeveloped. Here, however, owing to the
weakness of the government, the issue is not the act of
the administration, but of well-known mercantile houses,
who cast the silver, nearly pure, into rude masses, some-
thing like a shoe, and punch their symbol or trade-mark
into the ingot. These ingots are called sycee.

When a government takes this duty in hand, it gene-
rally accommodates its subjects by issuing small pieces
of stamped metal called corms. These coins generally
possess a certain weight; but they must have, in order to
be current, a certain and invariable fineness. It is an
inconvenience if the government diminishes or enlarges
the weight of the pieces; but the inconvenience is com-
paratively trifling, since payments may be, as they were
up to comparatively modern times, made by weight.
Such a process, as is well known, was common in rude
ages; and there is reason to believe that payments by
weight were general in England up to the time when
Elizabeth, shortly after her accession, reformed the
currency.

But the case is very different when the government,
which has taken the coinage of money into its hands in’
order to prevent fraudulent adulteration, commits the
crime or fraud itself, and issues money below the standard
of fineness. When such base money gets into circulation,
all confidence and nearly all home trade are at an end.
The effects are as disastrous on the credit of 2 country
as the invasion and success of a hostile army are. Afraid
of losing, men will not sell; for some person, in the
long’ run, must sustain the loss of bad money, if indeed
the value of money is ultimately determined by the cost
of getting the metal it contains, Those who have good

D
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money, hoard or export it; for the facts which we see
characterize a double currency, when one of the two
metals is undervalued, affect the double currency of good.
and bad money in an exaggerated form. Prices rise, and
all the appearance of a general dearth ensues. The
country in which such a fraudulent policy is adopted, may
permanently or for a long time retrograde in civilization
and opulence. '
Only two English monarchs have issued base money.
These were Henry VIII and Edward VI, though in the
last case it was more properly the act of the Protector
Somerset. If we can trust Edward’s diary, it was an
object of great anxiety to the young king. It took a
century at least to do away with the ill effects of this
financial expedient. In France the practice was carried
to great lengths; and it seems probable that the backward
state of that country during many centuries is, concurrently
with other causes, to be assigned to the practice of tam-
pering with the currency, and thereby inducing general
distrust. It should be observed, that though all classes
suffer when any such political crime is committed, the
‘poorer classes suffer the most, and recover from the effects
of the crisis most slowly. The merchant who deals with
foreign countries is more likely to make a gain than a
loss, for he certainly reckons the debased coin at no more
than its actual worth, and he has great opportunities for
reckoning it at less. ‘The landlord is not likely to suffer
much, for his rent accommodates itself to prices. The
farmer is not likely to suffer, for he sells his articles,
objects of the highest and most urgent necessity, at the
full price which he can exact from the wants of his
customers. The manufacturer will not employ his capital
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it a loss, or, at any rate, he can recompense himself by
enhanced prices. The retail trader may suffer by the fact
that his customers are likely"to be fewer. But the labourer
is sure to suffer; for, first, he is obliged to offer his labour
for what it will fetch at the moment, and he has generally
no power to wait for the market improving; and, next,
custom determines the price of labour more than it does
that of any other article which is offered for sale. We
shall have occasion hereafter to give abundant proofs of
these positions.

CHAPTER IV.

On the Substitutes for Money.

WhEN a man sells his goods or'his work, he really
means to get other useful articles in exchange. If he
takes, as he almost always does, money, he does so,
because, as we have seen, he can always get as much or
nearly as much for money, at some future time, as he
would get for it when he took it. During the time that
he holds his money, it is of no use to him, that is, it
brings him no revenue, no advantage beyond the com-
mand which he has over such articles as he wants, by the
fact of his possessing it.

Everybody however who has property, wishes to get
some use or advantage out of it. He does not want it to
be idle. If he buys land, he expects rent; if he gives
labour, he expects wages ; if he lends, he expects interest.

D2
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No reasonable person would care to have his land untilled,
his labour unemployed, his capital unproductive. And as
he does not wish other parts of his property to be useless,
so he does not wish his money, i.e. such part of his
property as is represented by the precious metals, to be
of no service to him. No rational man now-a-days would
turn all his property into gold and silver, shut it up in a
box, and take it piece by plece out, as he wanted to
purchase what he needs for his daily life. e must, to
be sure, have some ready money, but he only keeps as
much of this as he needs.

Now it is from the confusion between the convenience of
having ready money, and from the fact that money is for
any other purpose than the supply of what one wants, wholly
useless, that people have failed to see the real functions
which money fulfils. If a man were alone on an island,
or indeed if there were few persons on such an island,
and they had no communication with any othet country,
the most abundant supply of the precious metals would be
of no earthly use at all as money. It is only when labour
is divided, and men rely on each other for the supply of
the necessaries’ or conveniences of life, that money has
any use.

A man hoards because he fears for the future, - He
knows that he can sell gold and silver more easily than
he can anything else, particularly if he has it in such a
form, as that the least possible trouble is given to those
who buy it, as far as regards their giving a judgment
on its weight and quality. So if governments are rapa- -
cious, or credit is low, or the future is uncertain, men
hoard money, because they know that what they hoard
gives them a fuller and surer command over the market
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than anything else can. But if on the other hand govern-
ment is conducted with a view to the public good, and
credit is high, and there.is no fear for the future of
society, men do not think of hoarding, because hoarding
money means losing a profit on a part of one’s property.
Money, in short, is to an individual that part of his pos-
sessions which gives him the greatest power over other
objects, but which as long as he retains it yields him no
return. To a community it is the machinery of trade,
necessarily expensive, because it must be a great value in
small compass, but is still only machinery.

Now we have seen, in the outset of the inquiry into the
causes which bring about public wealth, that one of the
most powerful of these causes is the disposition which
people have to get the greatest possible results with the
least possible labour. This motive influences societies of
men as well as individuals, and if it be unchecked, it leads
men, first to select that kind of labour which they can do
best, and next to make the work they do as easy and as
little costly as possible. - And as they economize to the
fullest possible extent the machinery of production, so
they economize as far as they can the machinery of
exchange.

To effect this result, they ordinarily, though perhaps
without reflecting that they do so, use as little money as
they possibly can. They buy and sell in foreign countries,
but they contrive either directly or indirectly to make
what they sell pay for what they buy. Occasionally they
are obliged, for causes which we shall investigate hereafter,
to buy with money; but in the vast majority of instances
no.money is used to liquidate debts on either side. The
foreign trade of this country is not much less than
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£3500,000,000 annually, taking exports and imports to-
gether; but the specie which constitutes the machinery of
this enormous trade, cannot be more than the sum which
is retained by the Bank of England as bullion; and great
part of this is used to support the notes which circulate
within the country. Let us see, then, how this economy
is effected.

In the first place, then, and for many ages, the cost and
risk of transporting money from one country to another
has been obviated by the use of certain instruments called
Bills of Exchange. An Englishman has bought goods
in France ; a Frenchman has bought goods in England.
If the transactions were single and independent, the
Englishman would need to transport money to France,
the Frenchman to transport money to England, and each
must incur the cost of carriage and the risks of the
transit, to say nothing of the loss of any use in the
money during the process of transfer. Now it is clear
that in these cases, it is possible to adopt some mechanism,
by which these risks and losses may be obviated, and that
persons will be found who will take upon themselves the
office of intermediaries between these merchants. And the
machinery for effecting this result is very simple : the
Frenchman calls on the Englishman to acknowledge his
debt by accepting a demand which the Frenchman makes
on him for goods sold; and similarly the Englishman
makes his claim on the Frenchman. If, thereupon, some
one can be found who will undertake to exchange the
acknowledgment of the first debt against the acknowledg-
ment of the second, the debts may be made to act as a
set-off against each other; and provided all the bills on
England equal all the bills on France, the debts may
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be balanced without the transmission of any money at all.
Even if they do not balance between two countries, there
is sure to be found some third country whose transactions
will supply the means for bringing about this reciprocal
extinguishment of obligations; for no country can, by the
very conditions of trade, import that which its exports
will not pay for.

This negotiation of bills of exchange is one of the
earliest functions of a bank, and one which is always a
principal aim in the establishment of a bank. But a bank
has also other functions hardly less important in the
economy of the precious metals. Gold and silver wear,
and are liable to loss. The property which, as we have
seen, gives a peculiar fitness to these articles as money,
that of easy division and reunion, has its disadvantages.
For example, it is difficult to identify money which has
been stolen or fraudulently kept from its owner; and if
the money has been melted, it becomes impossible to.
identify it at all. Now if some person can be found who
may be trusted, and this person will take money and give
in place of it either a power to withdraw the money at
discretion by orders on him, or will give such a docu-
ment to the depositor as entitles him to demand his
money, the loss and risk will be obviated.

But this is not all. When the possessor of a sum of
money puts that money into the hands of a banker, he
does not stipulate to receive again the very coins which
he had deposited, but their equivalents. In other words,
he makes over his money to the banker, and takes in its
place a security, which is worth all his money, and has
some conveniences which his money has not. The banker
lends this money, for he knows that all the money that he
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keeps is of no profit to him. He sells his obligations
for money ; .he buys obligations with money; and an
enormous mass of obligations is built up on a very
small foundation of actual maney. It is probable that
the London banks do not possess altogether as much as
£30,000,000 in gold ; but by means of this machinery of
banking, nearly double the amount of all this gold passes
hands under the form of drafts on bankers every week
in one particular room in the city of London. No
mechanism can be apparently more perfect; for the ex-
cellence of mechanism consists in the number and exact-
ness of the operations it performs, in the ease with which
these operations are effected, and, to use a metaphor from
mechanics, in the reduction of the necessary friction to
the least possible quantity. )

A small sum of money can therefore be made to repre-
sent an enormous amount of property, and by means of
these substitutions to effect a prodigious number of ex-
changes; and unless there were a universal panic, and
thereupon those facts recurred, which induce individuals
to hoard -gold or silver, the creation of these obligations
on paper will be developed to the fullest extent, since no
one, as we have seen, ordinarily retains more gold or
silver than he finds necessary or convenient, a single day
longer than he can possibly help.

There are yet other economies. Bankers who receive
deposits from persons wishing to put their money in a
safe place, gave, from the earliest times in which the
trade of a banker has been carried on, acknowledgments
of receipt. These acknowledgments can be transferred
from hand to hand, and such an obligation may have
passed through the hands of a very large number of per-
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sons, between the time at which it was first given to the
depositor, and at last presénted in the form of a demand
on the banker. ‘But why should I not,’ the banker begins
to argue, issue these pieces of paper, which may be so
profitable to me, and are so convenient to the public,
upon the security of my own property, as well as issue
them in acknowledgment of money received? Why should
I not, instead of declaring in such an instrument my
indebtedness to A. B., declare my indebtedness to any
person who presents the piece of paper?’” This easy
change from a note of receipt to be paid on demand to
the depositor or his assignee, to a general note addressed
to the bearer, is the origin of the bank-note.

Now if the banker kept exactly as much metallic
money in his possession as he had acknowledged in the
notes which he has issued, he would get no profit on his’
business, except in one way—that of making a charge for
supplying a great convenience. A bank-note is a great
convenience : with proper precautions, its use involves no
risk of violence or fraud. If it be lost or stolen, it can be
traced. Intrinsically valueless, its practical utility consists
in the power which its possessor has of obtaining that
which it represents whenever he thinks proper to make a
demand. If persons know that they have the power over
a sum of money, and that they can exercise this power at
their discretion, the power is as effectual as the posses-
sion. A large sum of money can therefore be, to all in-
tents and purposes, conveniently carried, counted, and
secured, by means of notes issued by a thoroughly trust-
worthy bank. So great therefore are the conveniences
implied in the use of notes, that if the banker reaped no
profit by their issue, and therefore could not afford to
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offer them to exactly the same amount as the precious
metals which they represent, the public would be wﬂhng
to pay a premium for them. And this, in fact, was'‘the
practice with the old banks of deposit, such as those of
Venice, Genoa, and Amsterdam. These banks professed
to-cover all the paper which they issued by the gold and
silver which they retained. They broke their pledges in-
deed, and they all became finally insolvent, for in those
days public morality was hardly understood. But they
were trusted in the better times of their history. Now
it is plain, had they exactly and invariably fulfilled the
pledges which they gave, that they could not have paia
the expenses of their establishment, unless they made a
profit, or set a premium on their notes.

But a banker very soon finds out that the notes which
he issues may be considerably in excess of the gold and
silver which he holds, and that he may employ a portion
of his property in some form from which he may get a
profit, in place of keeping it in that form in which, as we
have seen, it is quite unproductive. If he issues notes
upon no property at all, the issue is fraudulent, and ought
to be criminal, for not only has he committed an act of
bankruptcy, but he has done it in such a way as makes
a loss fall on persons who have had no dealings with him,
and have no privity of information as to his trade. Itis
probably because the issue of notes at the discretion of a
banker does not and cannot involve the power on the
other hand of exacting adequate security on the note thus
issued, and because an unsecured and therefore fraudulent
note has worse effects than any other bad debt, that the
government of this country has restrained the issue of notes
by private bankers, and for the future has prohibited them,
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The amount of notes whicli a banker may issue, in
excess of the gold and silver which he retains in his hands,
is not, and cannot be, a fixed quantity. The public which
takes notes, or (which in effect comes to the same thing)
lends a bank deposits on which the banker may trade, takes
the note because it is more convenient than gold or silver ;
makes the deposit, partly because it is safer to put money
into a banker’s hands than to keep it oneself, partly be-
cause it is convenient to have an account with a banker,
and thereby to check receipts and payments, partly be-
cause bankers are in the habit of encouraging depositors,
by offering them a share in the gain which the lender
obtains from the borrower. But these conveniences and
advantages are all contingent on the fulfilment of two
conditions.  First, the deposit must be in all human pro-
bability safe ; next, the depositor must be able to recover his
deposit at pleasure, and know, (in case he leaves his money
at ndtice,) that when the period of the notice has elapsed,
he shall certainly recover his deposit. Failing these se-
curities, no one would, if he were in his senses, take a
note or make a deposit. No commercial undertaking
needs so high a reputation, and so unsmirched a credit .
as that of banking. At any sacrifice the banker must be
solvent, :

We see then that the banker is obliged to take several
circumstances which seem to contradict each other into
account, before he can carry on his business successfully.
In the first place, he must discover the minimum to which
he can, consistently with safety, reduce his stock of
metallic money or, what is the same thing, his power of'
drawing money. If he holds more of this money, or
keeps more of this power in his hands than seem to be
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necessary, he loses a certain part of his profits. If he
holds less, he runs the risk of commercial ruin, of destroy-
ing his reputation, or at least of sacrificing his property
by a forced or unfavourable sale, in order to save his.
reputation. There are, of course, occasions on which the
banker finds it-necessary, if he has common prudence, to
fortify himself by enlarging these reserves, but he will never
at any time suffer the amount of his reserve to go below
what experience points out to him is necessary for the
protection of his commercial reputation; and he will jof
course take care that all the property which he possesses
in his bank shall be of such a character as can be con-
verted into specie with the least possible delay and loss.
"We must not forget that money, i.e. coined gold or
silver, or both, is the measure of value, and that it has
been chosen for this end because it has certain properties.
Hence, though person$ will, for certain purposes and for
a certain time, take the representative of money, they will
do so only because they are thoroughly convinced that
they can claim the money which the symbol represents
whenever they please, and on the instant at which they
claim it. There must be no risk or delay; else the repre-
sentative of money falls inevitably in market value below
that which it professes to guarantee. Hence it will be
seen that any attempt to base an issue of notes on any-
thing besides money, or that which can instantly be turned
into money, is sure to be a failure, however valuable the
security may be, and is sure to bring discredit on the
note. The history of banking is full of examples of the
consequences which ensue from issuing notes based on
securities or property, or, in short, on anything but the
precious metals. In our own country an attempt was
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made, in 1696, to issue notes on the security of land. It
was a failure, fortunately at an early stage in its proceed-
ings. In France, in 1718, Law attempted to circulate
- paper on the security of stocks. The plan broke down,
and induced widespread ruin. In France again, at the
Revolution, an attempt was made to issue paper on the
security of the public lands. But the government found
out very soon, that a security which is of first class
character for the purpose of a mortgage, is wholly worth-
less as a basis for a currency. Similar though far less
serious consequences ensued from the fact, that during
the greater part of the continental war this country
had an inconvertible paper currency, that is, bank-notes
which the holder could not at his pleasure turn into gold
at the counter of the bank which issued them, though
these notes were based on gold. Just the same results
would ensue if an attempt were made to found a 'paper
currency on the public funds. In short, what the holder
of a note requires is that he shall be able to change this
into—not public securities, or land, or goods, or anything
of the kind, but simply into—gold or silver. The power
of converting goods into cash diminishes as the amount
of available cash diminishes, but in a progressively greater
degree. The rule applies still more strongly to the con-
version of public securities into cash, because these repre-
sent, not goods, but the future earnings of the community.
We now see why it is that persons will take pieces of
paper (which have absolutely no economical value, since
the pieces have no appreciable worth, and can be pro-
duced at discretion, at no appreciable cost) in lieu of
these costly products, gold and silver. We can also see
under what circumstances they will not take them at all.
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Between these two extremes of complete confidence ‘and
entire distrust, there are many degrees. But that which
determines the value at any one time of a paper currency
which does not command complete confidence, is the
answer which the person who holds it can give to the
question ; at what time, and in what degree of fulness
will the persons who issue this paper redeem the pledge
which the paper represents? It is plain that the power of
answering the question is far more in the hands of astute
men of business whose attention is constantly directed to
these things, and whose acuteness is aided by experience,
than it is in the hands of the general public. A dis-
credited paper currency therefore, as long as it is not
absolutely worthless, when it is of course the same to every-
body, is always a great public injury, for it helps the strong,
and it weakens the weak. It is also a complete reversal
of the true function of government; for governments are,
in general, the only personages who can commit the crime
of issuing bad paper. The business of government is to
protect the weak against the strong. But such a paper
currency as has been alluded to helps the strong against
the weak. This evil is the more urgent when, as is the
case with many foreign governments, the paper money is
of small-denominations. When thé lowest note means a
considerable sum, the struggle is between persons who do
pot sacrifice much, or do not gain much. But when the
notes are so small that they come into the hands of the
poor who live by day wages, the capitalist has every
power, and therefore every temptation, to employ every
‘advantage against the labourer.
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CHAPTER V.
The Distribution of the Price of Products.

Ir we were to take the simplest or commonest thing,
we should find on inquiry that a vast number of persons
have contributed to the production of it. For example,
a loaf of bread represents a great variety of labour. The
seed from which the corn was grown was originally saved
and sown, the farmer necessarily subsisting from other
sources during the period in which the wheat was grow-
ing. Various kinds of agricultural labour precede and
accompany the crop, from the time it sprouted till it is
threshed; and several of these operations are aided by
expensive and elaborate machinery. The sale of the corn
is the business sometimes of many intermediaries. To
grind it into flour, it is necessary that another set of
labourers should quarry the stones, build the mill, dig
the coal, spin and weave the cloth. A further class of
labourers supplies the means for baking the bread, and for
selling the article when it is ready for consumption. It is
impossible to calculate the number of persons who have
contributed to so simple and familiar an object.

It would be nearly as impossible to distinguish the por-
tion which each of these contributories receives from the
price of the article when it is sold. It is certain that some
portion of the price does go to each person who assists
in the production, and that the portions, if they could be
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determined exactly, would fill up the aggregate price in
quantities like those which chemical analysis discovers
in exceedingly complex substances.

But though we may not be able to count all the agents,
and assign his portion in the distribution of!the price to
each, we can distinguish two broad classifications, under
one of which every person who aids in the result will
inevitably come; and a third, which, when the other two,
are satisfied, absorbs the remainder. We shall find, too,
that the circumstances fixing the share which each of
these claimants can appropriate, can be interpreted by 2a
few broad but invariable laws. These two classifications
are profit and wages; the third, which represents the re-
siduum, is rent,

The analysis of the process by which value is im-
parted to physical objects cannot be continued to its first
beginnings. The phenomena of human society, as inter-
preted by the conditions of human life, cannot by any
experience be carried further back than to the existence
of adult men and women. Man has a long and very
helpless infancy, during which he must be maintained by
the labour of others. He must have cost something in
order to have grown up, and to have been able to supply
himself. with the coarsest and commonest necessaries of
life. He must receive from the toil of others that subsist-
ence which, continued during his infancy, will enable him
to take his place, when he is strong enough; in order to fulfil
the same duties towards his descendants which have been
done for him by his progenitors. If the labourer has
children, he must save some of his means in order to
sustain them. We cannot conceive a state of society in
which nothing is saved, but everything is consumed by
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those who work. Such a state of society, as far as our ex-
perience can aid us, could have no beginning. If by some
process, of whose possibility we have as yet no scientific
evidence, such a society were suddenly constructed, or ab-
normally developed, but which, when fairly set on foot,
would not or could not save to sustain its offspring, the
society would come to an end in a generation.

These facts are alluded to in order to point out that,
economically considered, the existence of mankind is
conditioned by some sort of saving, even though this
saving be employed in the maintenance of children, or
in the supply of rude aids to manual or other muscular
labour. The veriest savage feeds his children, and manu-
factures tools and weapons; that is, he employs labour on
other objects than his own subsistence, He saves some-
thing, small though it be; and in this saving we see the
germ of that which constitutes the wealth of nations—the
accumulation of capital.

Capital is that part of a man’s labour which he does
not consume on his own necessities or pleasures, but ac-
cumulates in order to be able to continue his labour for
the time during which he cannot get any product for that
labour, or in order to shorten or economize his labour,
or in order to provide for a succession of labourers after
he has played his part. All these conditions must be
fulfiled, and fulfilled simultaneously. He must make
these accumulations, for he has impulses (how originated
or encouraged we need not inquire) which lead him to
provide for his offspring, to foresee the contingency of
want, and to shorten or otherwise aid the labour which
he gives. Theaccumulations of capital in highly organized
and civilized states are only expansions of these motives

B
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or impulses, and may be fairly taken to be constitutive
elements in human nature.

It is important to refer to these facts, because 1t is the
practice ‘of economists to limit capital.in a loose way to
those forms of 'saving which are exhibited in 2 tangible or
at least in an alienable form. They are apt, while they
acknowledge the place which-accumulated or saved labour
takes in goods, in machines, in cattle, and other live
stock, in- improved land, and the like, to ignore it when
expendcd on maintaining or instructing man. Now,
* whatever may. be thé moral or economical objections to
the institution .of slavery, the mere existence of such a
practice” is plain proof that capital can be accumulated in
the production of labour for, with one exceptien, there
is no market value to tha_t which has had no labour ex-
pended on jt. That exception, as we have seen before,
is the natural properties of land, in so far as they are
exhibited in the form of rent. "

Whatever is needed to sustain labour during the time
that it is engaged in such functions as lead to something
which may be bought and sold, is wages. It may be a ser-
vice of the body or of the mind. But whatever the service
may be (and we take for granted that it is required when
it is offered or given), the remuneration is wages. The
demand may be foolish, mischievous, immoral. It may be
in the highest interests of society that the service should
be discouraged; it may be necessary to control or forbid
both demand and service: but as long as the demand
exists, it is the offer of wages; as long as the service is
proffered, it is the demand of wages. We shall see in
course of time how important it is to extend the term
wages to the remuneration of all kinds-of labour, whether
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they be high or low; to the greatest benefit which, under
economical conditions, man cdn do to man, as well to the

_meanest service ; tothe function of. the statesman, and to
bird-scaring of the peasant-boy.

If the capital necessary to production, and engaged in
it, is waste.d' or worn out in the process, it must be re~
placed. As it represents thzsa ving of past labour, accu-
mulated- with a view to sustain or shorten labour, its pos-
session must present certain advantages to the person
who has saved it and-intends to gmploy it, either for his
own purposes, or to transfer or lend it to another in .order .
that the borroiver or réceiver may carry out his purposes.
If no advantage ensued from:this accurhulation, no man
would save for himself; if no ddvantage could be secured
by the transfer to another, no one would lend. This
advantage is called profi/,"a word which, like many other
terms used in Political Economy, is very loosely applied.
Profit is most obviously recognized when a man possessed
of capital lends it to another on certain terms, these being
that the capital shall at a given date be restored, with the
addition of a certain amount of what is called interess.
But profit is just as fully realized in such cases as those
in which a man makes his own use of his own savings,
and consumes all the product of his labour in the supply
of his own wants and the improvement of his property.

Profit then must be secured, and wages must be paid,
out of the gross value or price of the article or service
tendered to society. These must be satisfied first. When
they are paid as fully as they can be, that is, when they
have appropriated as much as the laws which govern
their remuneration will permit, the remainder of the price
is appropriated by the owner of the soil, under the name

E 2
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of rent. In fully settled countries, there is hardly any
object or ‘service sold which does not pay rent; for a
locus standi is needed for carrying on all industrial occu-
pations ;. and as the soil is appropriated, and the licence to
use it is conceded on paying the owner such a price as
may be agreed on, rent inevitably issues from all objects
or services which require the use of a part of the surface
of the soil for their manufacture or development. We
see, to be sure, the place which rent occupies most fully
in those cases in which it forms a dominant element, as
in land used for agricultural purposes, but it is none the
less a condition of the exercise of other industries.

It may happen that the satisfaction of profit, wages, and
rent are combined in the same person. The most ob-
vious illustration of such a state of things, is that in which
a peasant cultivates his own land, with his own capital, a
‘condition common in almost all countries except our own.
In this country, however, one person often owns the land,
another the house built on it, a third some part of the
capital required for the industry which is carried on in
the premises, a fourth the remaining capital, a fifth great
part of the labour given to exercising the industry. The
first of these persons is paid by a ground-rent ; the second
by what is called a rent, but really is profit on capital laid
out in erecting the premises; the third is remunerated by
interest or discount, according as he lends money to be
paid at some future date or gives the present value of a
sgcurity to be paid also at some future date; the fourth
gets his portion, partly because he secures: profit on his
part of the capital, partly because he earns the wages of
superintendence, and of some other kinds of labour ; while
the fifth receives the wages of labour only. But however
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much these persons may be multiplied, however variously
they may be associated, it will be found that they can all

be referred to these three heads, and receive profit for
capital, wages for labour, rent for land.

CHAPTER VL

Capital.

Lixe many other words used in Political Economy,
Capital has been taken from common and familiar lan-
guage. The original meaning of the term is ‘a sum lent;
on which interest is paid, and which is therefore con-
trasted with interest” Hence it has come to mean ‘ the
source of profit, and should be distinguished, first, as the
aggregate saving of a community; next, as the stock
which each individual possesses, and which he offers for
sale or exchange. In the latter sense, it makes no prac-
tical difference whether the individual be a numerical unit,
or an aggregate. unit, as a partnership, company, or cor-
poration of traffickers.

Origin of Capital. All capital has been saved. As
nations advance in civilization, as societies become more
organized, and a larger number of persons are able tg
subsist on a narrower area of the earth’s surface, capital
is more and more accumulated. The impulse to save
becomes keener, partly in proportion to the facility with
which such savings may be invested with a view to profit,
partly as persons desire to_improve their condition, and
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raultiply their conveniences. The general growth of
wealth in any country, is relative to the security afforded
1o property ; the growth of productive wealth, to the multi-
plication’ of the means of employing accumulations, and
to the facility with which the advantages of trade are
attainable. Hence, when the profitable investment of
saving is discouraged or diminished, capital is less eagerly
accumulated; and, on the other hand, when the customs
of society favour such investments, capital is increasingly
aggregated. The origin of capital is therefore to be
found in the necessities of human life; its development
and increase, to the assistance which society renders the
individual.

Employment of Capital. This is twofold—the direct
maintenance of labour; and such assistance given to
labour as renders it capable of using its energies with
greater precision, with greater fulness, or in multiplied
degree. The other employments of capital consist in the
education of labour for such services as society may de-
mand; in the substitution of animal or mechanical forces
for the direct use of human exertion; and in the improve-
ment of natural agents. The education of labour is one
of the most important investments of capital, conducted
generally of course by those whose moral instincts or
natural affections lead them to bring up persons who
shail supply the waste of human life and strength. So,
again, the progress of human society and the increase of
opulence are connected with the use of animal forces, and
with the discoveries of mechanical science. And lastly,
capital is invested productively in the enclosure, drainage,
and other improvements of land, and in the supply of
means by which produce may be distributed; that is, in
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‘the construction of roads, railways, shipping, docks, har-
bours, and the like. In the estimate of public wealth,
every investment of capital which is destined to be used
productively, and is so used, must be included, whether it
be represented in the skill of the labourer, the goods,
tools, and money of the capitalist, the improvement of the
natural capacities of the soil, or any other object from
which profit is derived, besides accumulations of unre-
munerative wealth, as plate, pictures, &c. But the rent of
land, the interest on public debts, and the reserves which
are held against emergencies, are not part of the capital of
a country. Rent in the sense of a licence to use the natural
capacity of the soil does not differ from the interest on public
"debt, except in the fact that it arises from natural causes, or
has been allowed to be appropriated; while the dividends
on stock are so much annually deducted from the profits

of capital invested in various directions. A reserve is,

by the meaning of the term, property or wealth which

might be productively employed, but is now withheld from

production. It is equally an error to treat rents and

dividends as part of public wealth, and to deny the name

of wealth to those immaterial properties which bestow on

objects or persons the faculty of fulfilling purposes, or

effecting services which are in demand.

Capital and Labour. These two elements, recipro-
cally necessary to each other’s existence, are not at vari-
ance except by error or mismanagement. It is true that
the remuneration which the labour takes under the name
of wages, is naturally determined by the competition of
labourers; the profit which the capitalist appropriates is
equally determined by the competition of capital. But
there is one cause which gives the possessor of capital a
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great advantage over the labourer, the comparative ease
with which his capital may be transferred from one object
to another, from one centre of industry to another, from
one couitry to another, when compared with the facilities
with which labour can seek a better.market. In order to
sustain or succour this weakness :of labour, combinations
have, as we know, been entered into among labourers,
which séek to fix the price, and regulate the process of
labour. These practices are an interference with economi-
cal laws, and it may be doubted whether labour has been
really benefited by the expedient. The true processes by
which the problem of the remuneration of labour can be
interpreted, are the development of those means by which
labour can seek its own market, and the union of capital
and labour in the same persons, under the system of co-
operation.

Profits of Capital, Profit is used popularly, and even
by economists, in a somewhat loose way, and the usage
tends to confuse the relations between capital and labour.
The real rate of profit is the average rate of interest, and
whatever advantage the employment of capital can bestow
on jits possessor beyond this rate, is not due to profit, but
as we shall see, to some other cause. Interest on advances
supposes that the principal sum or value is permanent,
and not liable to any diminution. When, therefore,
the person who is engaged in the employment of capital
has satisfied this portion of his return on capital, he re-
Quires that the wear and loss of capital should be replaced.
This constitutes another portion of his so-called profits,
Then as he bestows labour, sometimes of the most
arduous and exhausting character, in the management of
his business, he obtains, just as any other labourer
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does, wages for his care and superintendence. And
lastly, in case his occupation involves any risk of loss, he
requires, again in the aggregate of his so-called profits, to
insure himself against such contingencies, and he does so
by the natural competition of trade, even when his pru-
dence and foresight enable him to reduce these contin-
gencies t0 a minimum,

Accumulation of Capital. The capital of a country
may be stationary, progressive, or retrograde. The first
state is of course, like a mathematical point, wholly hypo-
thetical. ‘The last is, unfortunately for mankind, too
frequently witnessed when the government of any country
is negligent or rapacious, or the moral character of the
community is discredited. It may also ensue from any
great change in the conditions of commerce. Thus the
decline of the trading republics of Italy, and of the Hanse
Towns, is to be chiefly ascribed to the discovery of other
commercial routes than those of which the ancient centres
of commercial enterprise almost possessed the monopoly.
But'when the energies of any country are untrammelled,
and the disposition to save is general, (even though the rate
of interest may be low), and investments may be made
which satisfy the community, capital will be enormously
accumulated.

The accumulation of capital in this and other countries
can of course only be guessed at. The elements of the
calculation however, are to be found, (1) in the investments
of a permanent character which have been made, as in
new shares, stocks, and similar employments of industrial
capital ; (z) in loans to foreign governments and foreign
enterprises ; (3) in buildings and in permanent improve-
ments of the soil; (4) in the increase of foreign and
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home trade. But though the elements of the calculation
are intelligible and easily distinguished, the calculation
itself must be vague, because we have no precise informa-
tion on some of these heads, in this country.

In the United States the accumulation of capital is still
more rapid. In this community almost all persons are
engaged in business. There is no merely spending class,
for very few persons live on realized property. The
habits of society do not encourage or indeed permit great
personal expenditure; the rate of profit is high, and accu-
mulations are therefore encouraged; and the country
affords boundless fields for industrial enterprise, while the
raw produce of the States finds a ready market over the
whole civilized world,

Capital, as has been stated, is antecedent to the employ-
ment of labour, and is devoted to its maintenance. It
will not be accumulated except with a view to profit; it
must be employed in the sustentation of labour. Hence it
is the interest of the capitalist to discover the most pro-
ductive labour, because this gives him the largest advan-
tage in the use of his capital; and itis the interest of those
who live by wages to protect and foster capital, because
the greater the capital, the larger is the rate of wages, the
fuller and more continuous is the employment. Unfortu-
nately however labourers have not always seen the function
which capital fulfils, nor have capitalists always interpreted
the productiveness of labour sagaciously. Like some
married people, they have been at cross purposes when
they should have been at one. Nay, the relation is closer;
for labour and capital, as long as they are not reciprocally
benefiting each other, are paralysed and powerless. The
two blades of a good pair of scissors are not more uscless
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when separate, and more effectual, when united, than
labour and capital are when disjoined and combined. It
is idle then for labourers to talk of the tyranny of capi-
talists in the mass. - Capitalists have 2 common purpose—
the attainment of profit. But unless they were united in
a vast partnership, a thing manifestly impossible, they
have diverse and competing interests; in fact, no com-
petition is more active than the competition which regu-
lates profits: there is none, I may add, which is' more
beneficent to the general community. Employers may
be individually harsh, but it is to their own detriment; for
the labourer will always, if he be free to choose, seek the
best market, and the best market is that in which he can,,
earn the most, and in the least onerous fashion. So again
capitalists will employ their capital most readily where
the risks are the least and the mutual confidence of
employer and employed are 'most fully sustained. It is
wholly unreasonable to suppose that men prefer an atmo-
sphere of vexation and risk and suspicion to one of ease,
security, and good faith. Everything in short, which
facilitates the relations of labour and capital, tends to
raise the wages of the former, and to moderate the profits
of the latter, because it eliminates risk, encourages ac-
cumulation, and suggests the employment of capital at
home.

On the other hand it is an error for capitalists to over-
look the efficiency or productiveness of the labour which
they employ. Of course they require competent skill, and
are ready judges of such skill as is required. But this is
by no means the only condition of efficiency. A man
may be a skilful but a worthless workman. He may be
underfed, and incapable of that muscular exertion which
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is essential to the right discharge of his labour. He may
be overworked, and the last hours of his day’s labour may
be unprofitable. He may be irregular in his energies,
negligent when he is unwatched, careless at all times. It
is impossible to estimate how much labour is wasted by
preventible causes, by general bad faith or indifference on
the part of workmen; but it is certain that the waste is
enormous. This harmony of the two interests, however,
is one of those problems which lie on the border-land of
economical and moral science. But the discovery of the
means by which. such a harmony may be effected is a
problem of great and urgent interest, because on its
solution depends the continuous development of public
wealth in this as in other countries.

Capital then is what men save and use. They save
it in order to set labour -in motion, whether the labour
be their own or that of others, and to make it more
effective. The capital of a country consists in its food;
its tools or machines; its money, in so far as that money
is an instrument of production and exchange; all im-
provements in the natural powers of the soil which tend
directly to increased produce from the soil; and lastly the
acquired skill or power of labour itself. These, as all
aids to production, are part of the capital of a com-
munity. A nation is all the poorer by the exportation
of its capital, if it could be productively employed at
home, in whatever form that capital is exported. As
a rule, however, capital is not exported unless it be
accumulated in excess of the wants of the country in
which it is gathered.

As capital is gained by saving, so it is wasted by
such consumption as is not reproductive. It does not
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indeed follow that such consumption is in itself an evil.
But if a community does not save as much as it con-
sumes, its wealth is declining; if it does not save more,
its wealth is stationary. In those wide regions of western
and- central Asia which-were once peopled by thriving
communities, capital |has been destroyed, and a desert
usurps the place of ancient civilization. In China it is
probable that wealth is nearly stationary. In Europe and
the New World, especially among the Anglo-Saxon races,
it is accumulated rapidly. The best test of rapidly
increasing capital is rapidly increasing population; for
population must perish unless capital maintains it.

Credit however is not capital, except in a metaphorical
sense. The moral qualities of a borrower are, in a
way, part of his capital, in something like the same
way that ‘his intellectual and physical powers are, in
so far as they are rendered available for increasing
the productive agencies in which he is engaged; and
similarly, the moral qualities of a nation are, in a sense,
sources of economical prosperity, but only as conditions.
Without credit, capital would be accumulated by those
only who couid use it for their own purposes, i.e. there
would be neither lenders nor borrowers. Such a state
of things, it is plain, would seriously hamper the progress
of any nation, and as between nations would render
trade all but impossible. But capital always représents
a value embodied in some physical object.



62 LABOUR AND WAGES.

CHAPTER VIL

Labour and Wages.
' |

THE wages of labour are determined by the same
causes which determine the value of all other economical
quantities, and which may be put into the form of two
questions: first, How much did it cost to produce the
labour? next, What is the relation between the supply
of labour and the demand for it? The answer to the
first question will involve the answer to another question :
What is it which causes labour to be variously remu-
nerated? The answer to the second is founded on the
proportion which industry bears to population. For a
while we will assume that the demand for labour and
the corresponding supply are exactly n equilibrio, and
then having seen that the cost of production, (no other
cause interfering,) governs the rate of wages, we can
discuss the causes which, disturbing the equilibrium of
demand and supply, disturb also the proportion between
the cost of producing labour and the rate at which it
is remunerated.

The production of labour involves cost. Capital, in
other words, is invested in the maintenance and edu-
cation of children, just as it is in the improvement of
the soil, in the productibn of machines, in the breeding
of animals, in the discovery and adaptation of various
economies and forces. It is only because the child is
not, for certain moral and political reasons, saleable,
that this investment of capital in the maintenance and
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education of children is not as manifest as it is in those
other objects to which allusion has been made. In
the slave-holding states of the American Union, where
labour was saleable, an infant had its price, which rose
as the child reached adolescence, according as he repre-
sented a greater expenditure of labour in maintenance
and instruction. In certain agricultural districts of
England we have seen a similar phznomenon in the
establishment of children’s gangs. A contractor hires
these children from their parents; and he is able to
hire them, because at their tender years the sale of
their labour is not at their own discretion, and they are
temporarily the property of their parents. Now it is
plain that the value of such a child’s labour depends on
his strength and, in some degree, on his quickness and
intelligence—matters on the whole of maintenance and
instruction. ‘

Every adult labourer, then, represents in his existence
and capacity for labour a certain amount of capital
expended. Now capital is accumulated and expended
with a view to profit, and must be replaced. Again,
just as a steam-engine must be supplied with fuel and
other necessary appliances for its activity, so the labourer,
who needs continuous subsistence in order to exhibit
continuous activity, must be maintained. Here however
we must note a difference. The character of a labourer’s
maintenance is matter of general habit or tradition. It
cannot be determined at the discretion of his employer.
The owner of a steam-engine may study the cheapest
way in which he may supply the fuel needed for the
force he calls into operation; but he cannot study these
economies in dealing with free labour., He can dictate
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the quantity and kind of food which a labourer shall
consume only when he is called upon to maintain the
labourer without bargaining for his services, as for
example when he supports him in a workhouse or a
prison, or can exercise the authority of a master over a
slave.

The food of a labourer has a powerkul influence over
that part of the rate of wages which is relative to his
maintenance. If his custofnary food is costly, his wages
will be proportionate, in so far as they designate the
amount necessary to his subsistence. In England, the
staple food of the labourer has for many ages been wheat;
in Scotland it is generally oatmeal; in Ireland it was,
in great degree is still, potatoes; in many parts of
Europe it is barley or rye. That part of the rate of
wages which is devoted to the personal subsistence of
the labourer will be determined, on an average, by the
cost of that on which he principally subsists.

Weight for weight, the proportional value of wheat,
barley or rye, and oats, may be represented by the num-
bers 100, 75, and 60. These numbers are not exact, but
are accurate enough for the purpose of comparison.
Now we may safely predict that, other things being
the same, such part of the rate of wages as is relative
to the subsistence of the labourer, and of those whose
subsistence he provides, will be proportionate to the
value of the kind of food on which he and they subsist.
To this condition we may add the cost of the house which
he ordinarily inhabits, and of the clothing which he
ordinarily wears. These are part of that supply which
is necessary to the work of the man, in the same way
that food and stable-room are needed for cattle, fuel
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and other appliances for the continuous working of a
machine. We shall see hereafter that other conse-
quences ensue, whenever we witness the fact that the
labourers of any country insist on a high standard of
living.

The capital invested in the maintenance and instruc-
tion of a labourer must be replaced. Like every other
machine, the labourer, sooner or later, wears out. Now
just as in the long run, and on an average, capital will
not be invested in objects in which, after a lapse of
time, it is consumed, unless the profit on the capital is
accompanied by a further payment out of which the
capital is virtually replaced, so wages will be increased
or diminished in proportion to the period during which
the labourer is effective. When any calling, however
humble it may be, is surrounded by risks to health or
life, or where the labourer is almost inevitably short-lived,
there the rate of wages rises above theé maintenance of
the labourer, and the cost of making him effective. The
labour of a collier is of the lowest kind. It needs no
special training of. aptitude. But it is highly paid, even
when compared with many kinds of skilled labour, only
because it is dangerous. The wages of a needle-grinder
are high, for his occupation is so deadly that few
workmen in this craft live beyond forty years of age.
So with other dry grinders. It will not be difficult to
supply many instances, which may illustrate our induc-
tion that the wages of labour are always proportionate
to the period during which the labourer can earn the
wages in question.. :

But the causes which determine the wages of a collier,
2 husbandman, a carpenter, a mason, an engineer, de-

F
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termine with equal force the wages of a barrister, a phy+'
sician, a clergyman, or any other professional agent,
who enters into the competition for employment. Let us
suppose. that supply and demand in all these callings
are in equilibrio, and that the aggregate earnings of a
husbandman are £40, of an artizan £60, of a person
following one of the three above-mentioneld professions
£500 per annum. The payment made to each will
represent interest on capital expended in fitting the
labourer for his calling, replacement of capital exhausted
in the gradual wearing out of the human machine, and
insurance against the risk which must attend all human
labour, the duration of which is not and cannot be
determined with any precision.

We must therefore recognize that the term ‘labour,’ in
order that we may be able to give it an intelligible
meaning, and to interpret the economical phznomena
which accompany it, as well as the laws which regulate
its remuneration, must be used in no restricted sense.
When a physician attends a patient, a barrister defends
a prisoner or supports a claim at Jaw by his advocacy,
the payment which either receives for his services is as
much wagés for labour as the compensation made to a
ploughman is when he has finished his day’s work.
Furthermore the causes which regulate the remuneration
of both physician and barrister are exactly identical with
those which govern the wages of manual labour, though
the analysis is a little more obscure, the elements, as
might be expected, a little more numerous.

We have hitherto assumed that there is an equilibrium
between supply and demand, that there is just as much
Jabour as capital can hire, just as much capital as labour
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requires, in order to maintain the ordinary standard of
comfort needed by the labourer. And in truth, if no
artificial hindrance is put in the way, this equilibrium
is a state to which society continually and on an average
tends, though it must be admitted that there occur some
occasions on which the supply of capital is in excess
of the average proportion, more occasions on which
the supply of labour is in excess of the capital available
for its maintenance.

CHAPTER VIIL
The Growth of Population.

IT may be well at this point of our inquiry to connect
the theory of population with the analysis of wages
and labour. This theory, which was first investigated
accurately by Mr. Malthus, may be briefly stated as
follows :—Under certain circumstances, there is a tens
dency for the numbers of any people to increase up to
the means of subsistence—of comfortable subsistence, if
the habits of the people are such as to make them
unwilling to lower their standard of living; of bare sub-
sistence, if they are content with poor and cheap food,
scanty clothing, and mean lodging. ., Should anything
occur to permanently depress the condition of the great
mass of the people, it does not follow that population
will be checked; for the people may accommodate them-
selves to this new position and accept an humbler and,
as we shall see, more precarious state of life. But of
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course they cannot subsist without the means of sub-
sistence, and cannot increase beyond the bare necessaries
of life. .

The theory alleged by Malthus was, it must be ad-
mitted, “stated repulsively, and was disfigured by an
analogy which was at best of a general and metaphorical
character. He said, for example, that the ¢hecks to this
tendency were vice, misery, and moral restraint. Vice,
as we know, shortens the lives of many. But it does
not necessarily lessen population, at any rate during
the age in which the excess or redundancy is most felt.
As long as the vicious live they subsist on the produce
of labour, and except in so far as they labour them-
selves, they diminish the resources available for productive
labour by their demand and their consumption. And
again, it is only when misery kills that it checks popu-
lation, and then only in the same way that vice does,
by shortening life, not of necessity by diminishing
numbers. The third check, moral restraint, is far more
effectual. Mr. Malthus meant abstinence from marriage,
and thereupon such social habits as on a large scale
would notably diminish the number of births. This
restraint, as has been observed by the critics and com-
mentators on Mr., Malthus and his theory, need not be
dignified by the title of moral; it is sufficient that it
should be voluntary.

_Restraints impo§ed on marriage by law, with a view to
checking births, or more frequently for the purpose of
limiting the number of persons engaged in certain occu-
pations, are rarely effectual, and, as a rule, involve worse
evils. Thus, for example, the regulations by which
marriage is surrounded in Bavaria, and in particular at
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Munich, have often been adverted to, and have been
incautiously praised by Mr. Mill. These rules are not
intended in the public interest, but in that of certain guilds
of artizans and traders. These people have two objects:
one is to keep up prices; the other is to diminish the
liability to which they are subject, of maintaining such
members of their fraternity as are incapacitated for la-
bour. Hence they check marriage. But they do not care -
to ‘check concubinage ; and thus the number of illegitimate
births in Munich is nearly as large as that of legitimate.
On the other hand, public opinion is much more ener-
getic, when it is arrayed against rash and imprudent
marriage and analogous misconduct. Thus we are told
that the general prosperity of the Norwegian peasants is
greatly aided by the custom which prevails there of dis-
couraging marriage till such time as young persons are
possessed of a small farm, and such savings as are needed
to stock it.

In our own country, self-respect, the dread of falling
from a higher to a lower social position, and perhaps
the natural anxiety of parents that their children should
occupy no worse a place and have no less advantages
than they themselves enjoy, are powerful hindrances to
rash and premature marriages among the middle classes
of society. Such prudential motives, however, seldom
operate on the very poor. Agricultural labourers marry
early and improvidently; so do most artizans: they have
indeed few checks, except those which are imposed by
others; as for example, the difficulty in getting a house
on the estate where they work, or the bastardy laws,
which put the maintenance of an illegitimate child on its
Putative parent, or the paternal authority and control of
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their employers. When we consider how low their con:
dition ordinarily is, and how little risk there is of ‘their
sinking further, we may fairly conclude that the ordinary
morality of the poorer classes in England is due to ex-
ternal preventives, and not to any self-restraint or self-
respect.

The customary food of a people, as it 'has its effect
on the rate of wages, so it powerfully affects the growth
of population. As was said before, wheat has been the
staple food of the English nation for ages; barley and
oats are, or were, the common subsistence of the Scotch;
oats and potatoes of the Irish; rye of the eastern nations
of Europe; rice of the various Asiatic communities,
Now as wages will not, on the whole, descend below the
amount necessary to procure this food, so again popula-
tion will not increase beyond the power of attaining it.
If the customary food becomes scarce and dear, a com-
munity, if it can do so, will temporarily, may permanently
in rare cases, descend to a lower and cheaper kind. In
the interval marriage will be checked. It has been
noticed over and over again that marriages, and subse-
quently births, are affected adversely by dear, favourably
by cheap years, i. e. by scanty or abundant harvests.

It will be seen, then, that a community which subsists
habitually on dear food, is in a position of peculiar ad-
vantage when compared with another which lives on
cheap food; one for instance which lives on wheat, as
contrasted with another which lives on rice or potatoes,
and this quite apart from the prudence or incautiousness
of the people. Two instances will illustrate this rule.
The Irish famine of 1846 was due to the sudden disease
which affected the potato, It was equally severe in the
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northern part of Scotland, and particularly in the western
Highlands; its effects, as we all know, were terrible: but
the same disease affected the same plant in England.
That, however, which was distress to the English, was
death to the Irish and the Highlanders; they had nothing
else to resort to; they subsisted on the cheapest food.
Now were such a calamity as the potato disease to attack
wheat in England, formidable as the consequences would
be, they would not be destructive. The weakest and the
poorest would no doubt be sacrificed, but the nation
might and would resort to cheaper kinds of food.

No doubt the Irish, whose personal morality is high,
were exceedingly imprudent. They married on a potato-
field, and at a cottier’s hut. But, on the other hand, the
Belgian peasantry are among the most thrifty in the
world. It is a general practice, as I have been informed
on the best authority (that of M. Van der Weyer, the late
minister for Belgium), for the people of that prosperous
country to save half their income. Their diligence is
. untiring : they have turned sandy wastes into fertile fields.
But again, their chief maintenance in the period referred
to was roots, and especially potatoes. The distress which
they endured was hardly less than that which fell to the
lot of the Irish. Famine-struck by the unexpected cala:
mity, these thrifty but starving peasants clamoured at the
gates of the Belgian towns for food, and were driven
away only by the bayonet. They perished by thousands,
Their imprudence consisted in their choice of food. A
nation, in short, which is contented to live on cheap food,
is always within the risk of famine. The English, who
live on wheat, have never endured a real famine since
1315-1316. With the Irish it has been a periodical visita-



72 THE GROWTH OF POPULATION.

tion: so it has with the Hindoos, who live on rice and
gram. Here the risk is even more imminent, the event
more frequent; for drought is 2 more common phzno-
menon than was the case with the potato, organic dis-
ease in the plant.

During the middle ages the custom of monasticism,
and the celibacy of the clergy, formed, we cannot doubt,
very effective checks to pol?ulation. I\t is not easy to
estimate the population of England and Wales up to the
middle of the sixteenth century; it was, however, probably
not more than 2,000,000. But the monks, nuns, and
priests, could not have been much less than a twentieth
of the population. They abstained from marriage, but
were to a great extent engaged in agriculture and other
industrial occupations. When these establishments were
broken up, and this remedy for an overplus of population
was no longer available, considerable distress ensued. 1
do not say that it was in any sense caused by the con-
fiscation of the religious houses, but 1 do not see any
reason to doubt that the existing distress was exaggerated
by this great social change and its inevitable conse-
quences. :

Among the illustrations given of his theory by Mr.
Malthus, was one which has been already alluded to.
It was, that food increases in an arithmetical, population
in a geometrical ratio. This generality has been adversely
commented on, and with justice. The supposed relation
is a mere hypothesis. Population cannot, for obvious
reasons, increase faster than the means of life. In a
rough way, we may say that there are as many people
in England as there are quarters of wheat with which to
feed them. Population, then, increases with the .dncrease
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of quarters of wheat, whether these quarters are grown at
home or imported from abroad. Now it is possible to
state with tolerable precision what was the general rate
of increase five hundred years ago. It was about on the
whole one-seventh of that which can be obtained at the
present time from equal areas of arable land. The popu-
lation of England and Wales was not, I have said, more
than 2,000,000 from the fourteenth to the sixteenth cen-
turies. At the present time it is ten times that amount.
Of these, about 15,000,000 are fed from native produce;
the rest subsist on imported food.

Many economists of great reputation have been con-
cerned at the risk which society runs from the contin-
gency of over-population. The alarm I am pérsuaded is
futile. First, the supply of food is a ¢ condition precedent,’
as lawyers say, to the growth of population itself. Next,
the area from which this country can procure food is,
day by day, increasing in width. The risk of famine is
far more remote than it was fifty or sixty years ago. We
draw our supplies of food from all regions. A perpetual
harvest contributes to our wants. All over the world corn
is being reaped for the necessities of such industries as
can exchange the products of their labour for that of the
agriculturist. Food is the raw material of labour, and
just as cotton and wool and other textile materials are
gathered from all quarters of the earth, so is food forth-
coming. England, and other great industrial countries,
resemble in the density of their population and the ne-
cessity of their consumption, when contrasted with those
thinly peopled nations of the world from which they draw
their supplies of food, great cities surrounded by a fertile
Plain. Nor is it probable that the supply will be cut off. A
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city, to be sure, may be beleaguered by 2 hostile army, and
suffer a famine, So if we had the misfortune or the folly,
(both we may hope inconceivable,) to quarrel with the
whole civilized world, we might not perhaps be visited by
famine, but should certainly be afilicted by dearth. So, again,
if the whole available area of the globe were so occupied
that the produce of the soil in each country were wholly -
consumed by its people, densely peopled countries, like
populous cities, might starve. But wd need contemplate
no such contingency. In the first place, it must be ages
off; and in the next, fair warning of the event, when ages
have past, will be given. To dread such a result is to
dread a cataclysm or a glacial epoch, to distress oneself,
not only with the sorrows of Hecuba, but with the grief of
a future creation.

At the time at which Malthus wrote, there was reason
in the alarm. The nation was sunk in penury. A suc-
cession of deficient harvests, never, I believe, paralleled
since the beginning of the fourteenth century, the period
alluded to before, was aggravated by an exhausting foreign
war. The only people who prospered were the merchants
and manufacturers, for the northern counties were com-
mencing that career of industrial success which has raised
this country to the position of the first producer of the
world. But the mass of the people had no share in these
partial and imperfect benefits. Pauperism was devouring
the farmers, the landowners, the retail traders. The
fiscal system of the country was absolutely destructive,
Taxes were imiposed on raw materials, and worst of all,
prohibitions were put on the importation of that which, as
I have said, is the raw material of labour, food. Every-
body, with some few exceptions, believed in the necessity



THE GROWTH OF POPULATION. 75

of protection. The genius of financiers was directed
towards fostering exportation, checking importation. The
trade with the East was in the hands of a company which
was much more busied with aggressive politics than with
successful commerce. The United States were in their
infancy, and the wounds of the War of Independence were
not closed. The greatest part of the New World was under
the wasteful tyranny and exclusive control of Spain.
Europe, then our best and nearly our only market, was
entering into the gigantic war with Napoleon. Even if
food had been forthcoming, our corn laws, the silly dream
of which was a fixed and invariable price, would have
checked the market by rendering it wholly uncertain.
No wonder, then, that Malthus, grasping the fundamental
truth, that population and the supply of food must be
exactly relevant, laid down crudely the harsh laws which
appeared to him to check or control the growth of that
which was already over-abundant. At the present time,
indeed, the significance of the inquiry into the causes of
population has become less important, less likely to
arrest attention. The fear of deficient supply, (on the
hypothesis that the course of the seasons throughout the
world is nearly uniform, and that the process of collection
and distribution is continually economized and improved),
and the alarms which some persons feel as to the future
of this country when its population seems to increase
rapidly, and to depend more and more on foreign markets
for the supply of food, are as rational as the dread enter-
tained in the time of the Stuarts that the excessive growth
of London must sooner or later end in dearth or even
famine,

But though there seems no great risk of over-population
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in any country whose fiscal system is séund, and whose
foreign trade is encouraged by being freed from restric-
tions, temporary instances of an excessive supply of
labour do occur, and furnish, as long as they exist, ap-
parent exceptions to the general principle laid down in
the foregoing pages, as to the remuneration of labour
being on an average due to the cost of producing it.

For example, the remuneration of those who are en-
gaged in what are called the liberal professions, represents
a less percentage on the outlay incurred in fitting persons
for these professions than ceferss paribus is awarded to
humbler offices. Here however social position forms
part of the incentive to entering into these callings, and
therefore diminishes the remuneration. People press into
a calling which is held in honour, which gives inde-
pendence or dignity. The payment made on an average
to a barrister, a physician, a clergyman, an officer in the
regular army, is less, when the labour given is considered,
and the preparation requisite for fulfilling the function is
estimated, than that awarded to a retail trader. 1t is not
that men are paid by reputation and social standing, but
that men compete for these objects, and thereupon compete
_ against each other with greater energy for such remunera-
tions as these callings afford. And conversely, when any
discredit attaches to the calling, the competition is scanty
and the remuneration is high. As‘Adam Smith says, the
labour performed by 2 cémmon hangman is easy, but the
remuneration is very high, The office is in the fullest
sense discreditable; there is no competition for filling it;
the service, it seems, must needs be pérformed, and the
functionary can exact what terms he pleases, short, of
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course, of such a sum as would attract others, who might
conquer their squeamishness by their desire of gain, into
the field of operations.

Again, the risk of an over-supply of labour attends such
offices as are liable to the unforeseen caprices of fashion.
Female costume is, it seems, affected, in wealthy countries
at least, by extraordinary and unintelligible fickleness.
Sudden changes occur, the origin of which cannot be
traced, the duration 'of which cannot be anticipated.
Those who minister to these precarious demands are
consequently liable, more than any other artizans, to the
contingency of over-production, to the revulsion of de-
mand, and to the suspension of occupation. A year or
two ago, every woman who made any pretension to dress
according to the custom of the day, surrounded herself
with a congeries of parallel steel hoops. It is said that
fifty tons of crinoline wire were turned out weekly from
factories, chiefly in Yorkshire. The fashion has passed
away, and the demand for the material and the labour has
ceased. Thousands of persons once engaged in this
production, are now reduced to enforced idleness, or
constrained to betake themselves to some other occupa-
tion. Again, a few years ago women decked themselves
plentifully with ribbons. This fashion has also changed:
where a hundred yards were sold, one is hardly purchased
now, and the looms of a multitude of silk operatives are
idle. To quote another instance. At the present time
women are pleased to walk about bareheaded. The
straw-platters of Bedfordshire, Bucks, Hertfordshire, and
Essex, are reduced suddenly from a condition of tolerable
prosperity to one of great penury and distress.
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The most serious inconvenience however ensues, when
the supply of any important raw material is materially
diminished or arrested. As a rule, the ph®nomenon of a |
glut in the labour market attends any great exaltation in
the price of food; for food, as has been stated more than
once, is the raw material of labour, must be procured at
any.sacrifice, and therefore when it happens to be very
dear, the consumption of such articles as are of voluntary
use must needs be diminished. In dean years the home
trade is stunted, industry which is ordinarily engaged in
matters of domestic convenience, comfort, taste, or luxury,
is less in demand, and the only labour which is likely to
be engaged is that which is occupied in production for
such foreign markets as, directly or indirectly, can con-
tribute to the demand for food. When however the
deficiency of the raw material is on a grand scale, as
happened five years ago with the supply of cotton, the
gravest consequences follow—consequences a little pal-
liated by the growth of analogous industries, but not
materially remedied.

Excess of labour is not peculiar to the mechanical or
manual occupations in which men engage. The prox-
imity of persons in the higher classes of society to the
margin of bare subsistence is not indeed witnessed fre-
quently, but it is constantly seen to be close upon the
margin of comfortable or decent or cistomary subsistence.
It is seldom, for example, that a poor clergyman, or medi-
cal practitioner, or barrister, is literally starving; but he
may be and constantly is, close upon penury, and forced
to unbecoming or squalid shifts. On the whole, to be
sure, these cases are exceptional, and when persons be-
come more alive to the conditions under which different
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kinds of labour can subsist, will become scarcer; but every
one is aware of how urgently these prudential motives to
which Malthus referred are present with the professional
classes.-

CHAPTER IX.

Restrictions on Occupations.

OF course all persons who are engaged in any calling
are aware that the demand for the labour or products of
lIabour in that calling remaining stationary—greater com-
petition will mean diminished remuneration. As a rule,
too, those who practise any craft or profession, do not
believe that an increased supply will be met by a corre-
sponding demand, and therefore feel naturally concerned
to occupy and retain the market for their own labour or
products. They attempt to bring about or maintain this
result, either by keeping up prices artificially, or by putting
artificial checks on the supply of labour. Hence ensue
some of the most significant phenomena in the working
of society—phznomena the interpretation of which is,
rendered obscure by the fact that a number of irrelevant
issues, and indirect arguments are alleged in support of
the customs adopted by such parties, while the true
motives are generally denied.

In the early ages of European social history the control
over the market of the trader or producer was secured or
supposed to be secured by the establishment of guilds or
trading companies. These guilds were universal, and
the character of such associations is suggested by the
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great companies which still survive, though in an altered
form, in the city of London. The general purpose of
these associations was that of prohibition. No trader
was allowed to exercise his calling within the privileged
district unless he were enrolled in these protected bodies,
which ordinarily, in consideration of certain sums given
to the.Crown, at that time supposed to be the fountain of
such privileges, had the right of framing bye-laws for the
management of their several trades. Iti is of course
obvious that the companies conceded the right of trade
sparingly, and under well-defined and strict regulations.
Such guilds exist at the present time in Munich, and
exhibit faithfully the character of similar incorporations
in England, as they were one or two centuries ago.

In course of time, the Crown assumed to itself the
right of permitting associations of merchants a monopoly
of particular trades or commerce. The privileges ac-
corded by our monarchs to the merchants of the Hanse
Towns, trading as the Aldermen and Merchants of the
Steelyard, are among the ecarliest of these mercantile
monopolies. The discovery of the New World gave birth
to another set of privileged merchants. That of the Cape
passage, and of the sea route to the East, were the
occasions out of which a third set of adventurers were
chartered. At last, when the Crown began to grant
monopolies of home trade and production to particular
individuals, the country became indignant and the pre-
rogative was surrendered.

But it was soon found that the grant of trading privi-
leges and monopolies might form an important branch of
public revenue; and as soon as Parliament took the com-
plete control of the supplies into its own hands, the grant
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of these powers, always in consideration of sums applied
to the public service, became frequent. This was the day
of the Bank of England, the South Sea Company, and a
host of similar associations. Of these companies none
however has exercised so vast an influence as the East
India Company which, before it was transformed into a
body of fund-holders, conquered and governed a vast
empire as well as carried on trade.

The example of England was followed by other nations.
Holland and France adopted the same expedients; the
latter with but scanty success, the former with a well-
defined "and vigorous policy. The Dutch Fast India
Company was a very powerful body, and at the present
day, Holland is the only European state which draws a
large revenue for public purposes from its possessions in
the Indian Archipelago. But the theory of all these' com-
panies was one; they sought to keep up prices by re-
straining supply. Of course these monopolists could not
prevent smuggling, or, as the East India Company called
it, ‘ interloping’ ; while the incessant wars, and the necessary
- police of the seas, to say nothing of the deadening in-
fluence of trade privileges, soon lowered the profits and
curtailed the trade of these associations.

There is nothing which gives a better illustration of
the mischief attending these trade monopolies than the
history of the East India Company’s traffic. The people
of England, dazzled with the astonishing growth of the
empire of Hindostan, and the political influence which is
supposed to be involved in the maintenance of our
supremacy in India, is apt to forget the losses and the
sacrifices which the establishment of the empire has cost
us. It was the proximate cause of the American War of

G



82 RESTRICTIONS ON OCCUPATIONS.

Independence. The severance of those colonies from the
British crown, is not, as we now are aware, matter for
regret; * but the lurking hostility of the two families of
the British race is matter of profound regret and con-
tinual danger, But not to enter on this part of the
historical question, it is sufficient to say, that for more
than a century and a half the produce of the Indian
peninsula and of the Chinese empire was lessened in
English markets by the monopoly of ithese imperial
traders. The art of navigation in tropical waters, the
foundation of independent colonies in the islands of the
Pacific, were arrested by the trade jealousies of the East
India Company. Every stranger in their eyes was a rival,
every colonist an interloper. They prevented the ac-
climatization of Europeans in India, they checked the
development of native produce. And conversely, since
their monopoly has been rescinded, hardly a generation
ago, the passage from the East to Europe has been so
shortened, that a freight from thence to England is re-
duced to one-fourth, the time required to one-third, and
the produce of India and China have been powerfully
stimulated by the freedom of trade.

It is by machinery like this that in times past trading
companies, having induced the executive or the legislative
power of the country to grant them special privileges,
have sought, but almost invariably in vain, to derive
certain benefits from a monopoly, and in order to stereo-
type these benefits, have attempted to keep up prices
artificially. The defence alleged for the practice has pro-
fessedly been derived from the principles of natural justice.
It has been said that it would have been impossible for
private individuals to have ventured on trade with those
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distant countries; that it was necessary to incur vast
outlay, not only in vessels, and merchandise exported for
purposes of exchange, but in factories and the-like; and
that it would have been unfair, had others, who had taken
no part in the venture, and had not incurred the risks of
the experiment, been enabled to enter on the fruits of those
labours which had been undertaken. It is not difficult to
see that these charges were either visionary or unnecessary.
It has been found possible to carry on trade with foreign
countries, though they have been only newly discovered,
or only newly opened to such trade, without it being
necessary to adopt the expedients which the founders of
the East India Company thought proper in their early
relations with Hindostan. .

Similar or analogous restrictions have been adopted
by various classes of persons who carry on trade or.prac-
tise professions at home. They have, for example,
insisted that no person shall engage in any branch of
business unless he has passed through a period of appren-
ticeship, or has completed a formal course of study, or has
consented to a series of bye-laws framed for the purpose
of narrowing the number of persons who may be em-
ployed. Thus, for example, entrance into the medical
and legal professions is restricted to those who have
attended a certain curriculum of study, and the practice
of these professions is guarded by a number of regulations,
The functions too are divided: the etiquette of the law
requires the presence of two functionaries, an attorney
and a barrister, whenever the agency of a court of law is
required. So though here the distinction is less rigorous,
the ordinary medical practitioner is distinguished from the
more dignified physician. In all cases, the restrictions

G2
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put on these callings is justified on the plea of the public
good. It is averred, that were these rules swept away,
great injury would ensue by the introduction of unqualified
or dishonest practitioners. But the police of these bye-
laws is, unfortunately, no guarantee against dishonesty,
and the regulations by which both these professions guard
against the intrusion of incompetent persons are far later
than the concession of professional privilege in the case
of medicine, and are hardly operative at all ih the case of
law. It does not, in short, seem possible to doubt, that
the purpose of all these restrictions has originally been to
raise prices, by imposing obstacles on practice; and it may
well be questioned, whether the testimonium of a board
of examiners has not been gifted with greater import-
ance than it deserves when, instead of being treated as
a certificate of proficiency, it is turned into a licence to
practise.

We do not indeed imagine that any great inconveni-
ence follows on these regulations. The use of legal and
medical services is, to a great extent, voluntary; and the
advantages of competition are, on the whole, secured by the
fact that though these persons are united together against
those who lie outside the privileged body, they compete
eagerly against each other. We have referred to these
facts because they illustrate the causes which tend to
derange the operation of that fundamental law of wages
and labour, that the remuneration of a service is due on
an average to the cost of producing the labourer.

The effect, however, of various attempts to artificially
inflate the rate of wages on the one hand, or to artificially’
depress it on the other, in certain commoner and moré
necessary callings, is far more important, and far more
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deserving of consideration. The machinery which has
been employed to depress the rate is older, and the
policy adopted in both cases has produced such impor-
tant consequences on the social history of this country,
and is now dominant in many important industries, that
it will be well to give a short sketch of the course which
this policy has taken, before we proceed to analyze the
social effects of these endeavours to interfere with the
natural relations of supply and demand in the labour
market.

Five hundred years ago and upwards the whole of
Europe was afflicted with a plague of uncommon severity.
According to contemporary accounts, more than half the
population perished; and though probably the loss was
exaggerated, there can be no doubt that labour became
so scarce and dear that a complete revolution ensued in
the tenure and cultivation of land. In order to obviate
these inconveniences, the landowners of the day at-
tempted to regulate the rate of wages by acts of parlia-
ment: at first, by enacting that no more wages should be
paid than had been customary before the visitation of the
great plague, and by restricting husbandmen and their
children to the calling which they had hitherto followed,
and to the place in which they were born; next, by fixing
rates of wages from time to time in parliament; and
finally, by leaving the right of fixing the rate with the
justices of the peace, who, as employers of labour, or at
least as letting their lands to employers of labour, would
be interested in prescribing and enforcing low rates of
wages. These provisions of course were only temporarily
operative ; they could not affect in any notable degree the
wages of artizans, and in practice it was found that they



86 RESTRICTIONS ON OCCUPATIONS.

had only a partial operation on those kinds of labour the
dearth of which was the original cause of these legislative
enactments. Of course, as far as possible, the labourers
retaliated. They rose in insurrection, and once, under
Tyler, nearly overthrew the constitution. Fresh laws were
enacted, severe punishments were inflicted, but it was not
possible for a long time to break down the opposition to
the law. The Lollards, Oldcastle, Cade, and others, were
all combatants on behalf of labourers as opx)osed to land-
owners. It appears that, on the whole, the labourers
succeeded in bettering their condition; serfage was ex-
tinguished, and an influential class of yeomanry, partly
possessed of free and copyhold estates, partly the bene-
ficial lessees of the various monastic corporations, arose.
A great alteration took place in the middle of the six-
teenth century. It was due partly to the confiscation of
the church lands; partly to a change in the method of
tillage, and the adoption of sheep-farming in lieu of corn-
growing ; partly to the debasement of the currency;
partly to the depreciation of money—always a serious
evil to those who live by wages; partly to the growth of
population. These and other concurrent causes led to
the enactment of a poor-law, followed subsequently by
the law of settlement, which put the burden of maintain-
ing the destitute poor on the parish of their birth or legal
adoption, and by implication forbad or restricted the
migration of labourers in search of employment. This
law of parochial settlement, which had a great influence
in lowering the rate of wages, was modified at last in-
directly by the rise of the great industries in the north
of England, by cotton manufactories, and by the increase
of iron and other hardware products. The demand for
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labour became urgent, and the migration from agri-
cultural regions to those in which these industries were
carried on became great and uninterrupted. The em-
ployers of labour in the north of England were too eager”
for labour to care for the risks of its becoming a burden
on the parochial rates. But meanwhile the laws against
the combinations of labourers remained on the statute-
book, - though they were gradually becoming obsolete,
and were seen to be unjust and invidious. In 1823,
i. e. 476 years after the enactment of the first statute of
labourers, they were repealed.

With the repeal of these laws commences that organ-
ized system of combination known familiarly under the
name of a trades-union. The purpose of a trades-union
is to keep up the price of labour, and if possible to
enhance it. In order to effect this, restrictions are put
on the number of persons entering into the employment,
by insisting on apprenticeship, and regulating the number
of apprentices kept by any employer. Restrictions are
put upon the mode in which work is done, upon the
hours during which labour is employed, on the rate of
wages paid to those who work over-time, on job, or
piece-work, and in particular on the rate of wages them-
selves. Obedience to these regulations is enforced among
the members of the union by fines, and in cases where
the offence according to the bye-laws is great or reiter-
ated, by expulsion from the benefits of the union. Those
who do not belong to the union are slighted, threatened,
or even maltreated, some acts of extreme ferocity having
lately come to light. The machinery adopted against the
employer is a strike, i.e. a refusal to work, the time in
which this strike is decided on being generally one



88 RESTRICTIONS ON OCCUPATIONS.

which is critical to the employer. Of course, too, work-
men on strike look with great dislike on such other
workmen as take employment under the master whom
they have made war against, and strive to deter them by
persuasives more or less cogent, or even by acts more or
less violent; since the success of the manceuvre consists
in starving the master’s capital. On the other hand, em-
ployers also naturally combine, and obviate these threats
or these acts by a retaliatory process called'a ‘lock-out,
the lock-out being, as a rule, more general than a strike,
and being of course felt more severely by the men. In
order to carry out the organization of a trades-union,
large funds are subscribed, out of which labourers on
strike or locked-out are supported. It may be added,
that trades-unions answering to the above general de-
scription are almost peculiar to this country, great hin-
drances being put in other countries on the use of the
machinery by which the ultimate ends of the union are
achieved.

Now my reader will remember that the rate of profit,
by which, as we have seen, must be understood the in-
terest on advances, is in a manner fixed. It may rise by
competition for capital; it may sink by a superfluity of
capital. It fluctuates most largely when advances are
made for short terms; it varies very little on permanent
investments. The occupation of a man’s own capital in
his own business is of a permanent character; the assist-
ance which he obtains from bankers and other dealers in
money is of a short or precarious character; and as a rule,
therefore, the rate of profit is the quantity which is large
enough to induce persons to save or accumulate capital.
If it falls too low, the owner will not save, or, which is the
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same in an economical sense, will hoard or reserve his
capital. Interest or profit is, as Mr. Senior used to say,
the wages of abstinence; but no man gets wages unless
he works, nor does any man get profit or interest unless
he lends, either indirectly to an employer of labour, or
directly in the employment of labour.

It will be clear then that the machinery of a trades-
union cannot increase wages by depressing the profits
of capital. On the contrary, if these profits are rendered
insecure, the rate payable to the employer will increase
with the risk. This increase is not, to speak exactly, 2
rise in the rate of interest; but a compensation or
insurance for and against the contingency of loss. And
in just the same way that superior intelligence, ac-
tivity, and skill, (qualities, it will be remembered, which
make labour more effective, and which are therefore
in an economical analysis to be classed with labour
itself), invariably obtain an increase of remuneration as
compared with the labour of those who are deficient
in these qualities, or devoid of them; so when they are
applied to the management of capital, they raise the
amount which the capitalist is enabled to appropriate
under the general name of profits. The ingenuity which
substitutes machinery for muscular force, which discovers
a short we'xy of transacting business, which eliminates
a superfluous intermediary in trade, which satisfies a
new want or supplies an old want at an easier rate,
aids its possessor towards what i§ familiarly called ‘making
a fortune.” This fortune is obtained really by an increase
of effective labour. But in just the same way, the in-
telligence which can anticipate disaffection among ar-
tizans, which can prophesy a strike, or see that labour
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is under particular circumstances unable to dictate terms
to employers, and which is therefore cautious or bold
as the case may be, takes advantage to its own profit
or gain, of the very. organization which at first sight
is directed against it. The labourer seeks to get more
out of the capitalist, and the effect is that the capitalist
gets all that the labourer gets, and something over, out
of the public. In popular language, the struggle of a
trades-union is supposed to lie between lahour and
capital; in effect it lies between the labourer and the
purchaser, the man who sells the service and the man
who buys it, and to whom the employer is only an inter-
mediary. To this rule there is but one exception.

The effect however of 'a combination to raise the
rate of wages will be found to vary with the relation of
the labour to the product: in no case will it fall on the
capitalist; i.e. the person who advances the wages.

If by any arrangement, agricultural labourers could
combine together so effectually as to raise the rate of
wages without making their labour more productive or
valuable to the employer, the loss would not fall on
the farmer, but on the landlord; i.e. the increased cost
must be compensated out of rent. Rent is all that remains
out of the price of the articles produced from the soil,
after the cost of production is satisfied. When the
farmer has received interest on his capital, is insured
against the risks of weather, and is paid for his own
labour in superintendence, and the like, the residual
value of that which he obtains from the soil is paid by
him to his landlord as rent. Just the same facts apply
to the rent of a house in a crowded thoroughfare as
are manifest in the process of ordinary agricultural
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business, though in the former case the facts are more
complex. A man pays £500 a year for a shop in
Cheapside, and only one-fifth of such a rent for equal
accommodation in a country town, because the returns
of a Cheapside business, as a rule, leave such a margin
over the ordinary compensation obtained by a trader,
from which the owner of the house can levy this rent.

If rents fall by reason of such a combination, no
one but the landlord will be injured: for the origin of his
rent, in so far as it is merely compensation for the use
of the natural powers of the soil, is entirely due to the
competition of purchasers for the products of land.
There is no rent in countries where land is cheap,
abundant, and naturally fertile: there could be no rent,

.if the cost of production swallowed up the whole return

from the soil. Such a result, in an indirect way, was
actually almost reached under the old poor-law, when
in some country districts the rate amounted to twenty
shillings in the pound, and therefore if the assessment
to the poor-rate and the net rent of the land approx-
imated, rents were wellnigh or entirely extinguished.
As T have said above, it was because the cost of pro-
duction during the middle ages was relatively so high,
that the rent of land was so low; and it is because the
cost of production has so marvellously diminished that
in our own day the rent of land is so high.

But there are two causes which will always make the
contingency of this diminution in rent very remote, and
perhaps prevent its occurrence altogether. One is, the
difficulty of combination among agricultural labourers.
In those counties which include or are contiguous to
the manufacturing districts, agricultural wages are high:
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and in those regions where emigration is practised,
wages are also high; in both cases owing to scatcity
of hands. But no combinations among labourers have
yet been heard of. In one or two examples, benevolent
persons have relieved the plethora by emigration; and
in some purely agricultural counties, population is di-
minishing. But the difficulties which stand in the way
of any voluntary association among farm-hands are so
great, that we may fairly predict that, if at a]l,\it will be
a very long time before they are surindunted.

But éven if such a combination could be effected, the
incidence of the event would be obviated by the in-
creased use of machinery in agricultural operations. At
the present time, though the use is increasing, it is slowly
increasing. Labour is still in excess, and must be main-*
tained; the incentive therefore to substitute mechanical
for muscular forces is at present weak. If at some
future time the use of such machinery becomes general,
the result will be that wages will be lowered till such
time as labourers emigrate from the district; and rents
will rise when the emigration takes place and the
diminution in the poor-rate is effected, for whatever be
the way in which the cost of production from the soil
is economized, the benefit, as long as competition for
the product exists, will enure to the landlord only.

When the product on which labour is exercised, is
capable of importation from abroad, the effect of a
combination to raise wages, supposing it to be effectual,
will not raise prices beyond- the amount at which the
article can be produced and imported from abroad.
Thus, for example, if a piece of English silk cost eight
shillings a yard, and could be produced, but for the
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restrictions and charges of the unions, at seven shillings,
and if foreign silks, produced under these cheaper con-
ditions, are allowed free importation, the price of the
home product must fall, and the manufacture will either
be abandoned or the labourer must accept lower prices.
Such indeed was only lately the case in this country.
Up to the time in which the commercial treaty with
France was negotiated, foreign silks were burdened with
a fifieen per cent. ad valorem duty. During the con-
tinuance of this duty the silk-throwsters and weavers
took incredible pains to raise wages by the adoption of
trades-union regulations. The natural remedy for dear
labour (by which I do not mean high wages, but high
wages for inferior labour), i.e. the adoption of improved
machinery, was not available, for most of the best silk
fabrics were manufactured at their own looms, and in
their own lodgings, by the silk-weavers. Hence when
the duty was remitted, the price fell, the home silk ma-
nufacture shrunk in the competition, and the weavers
were wellnigh ruined. Such at least was the case at
Coventry. Exactly the same circumstances have attended
other processes, which at one time or another have been
sustained by protection. There is therefore a natural
limit to the operation of a trades-union, or of any com-
bination for the purpose of raising wages, when the
article produced can be freely imported from abroad;
and hence the union of such labourers as are engaged
in these occupations would be practically harmless to
the purchaser, though it might, perhaps does, operate
injuriously on the aggregate interest of the country,
Much more important however is the operation of
a trades-union on those products which cannot be
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imported from abroad. Here, supposing the combination
to be effectual, the rise in price may be continued as
long as the purchaser will submit to the enhancement;
or until he economizes its use. According to the terms
of my hypothesis, he can substitute nothing for the
article produced, and must use it in a greater or less
degree. Such, for example, are the materials for house-
building, and the labour engaged on constructing houses ;
and it is upon these, technically known as tl?e building-
trades, that the union is inost active and effectual. Here
there is hardly any operation on which artificial restraints
are not .imposed: the making of bricks and tiles, the
cutting of stones, the process of building, the work of
carpenters and joiners, of smiths, and whoever else
contribute to the result, is limited by specific regulations,
and controlled by jealous supervision. The number of
apprentices, the hours of labour, the method of labour,
the quantity of labour, the quickness and slowness of
labour, and a variety of other particulars, are determined
by the rules of the union or the custom of the trade.
And the effect, it may be predicted, is that houses are
bad and dear—dearest and worst for the working classes
themselves; for of course the necessaries of life consume
a far greater portion of the incomes of the poor than
they do of the incomes of the rich. It may indeed be
doubted whether the real benefit of a rise in the price
of labour has ensued; and whether such an increase
as has been effected in the money wages of labour, may
be more than compensative for the general rise in most
prices, which has characterized late years; or at least has
not been due to the operation of natural causes, which
are quite independent of a trades-union: but it cannot
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be doubted, I think, that the manipulation of labour by
trades-unions has heightened prices, and heightened
them to the consumer, without in the least degree
diminishing the gains of the employer.

It has been said, epigrammatically, that trades-unions
are a machinery by which ten per cent. of the working
classes combine in order to rob the remaining ninety
per cent. Let us state the grounds upon which this
epigram is founded. The: amount available for the
payment of wages is a certain quantity: we may not,
to be sure, know what the amount exactly is, but it is
certain, notwithstanding, for it is all the capital which a
community uses productively; everything which is paid
for services, of whatever kind these services may be.
Now we have seen that a very large class of labourers
cannot combine for the purpose of aggrandising them-
selves: these are the agricultural labourers. We have
seen that another class of labourers have exceedingly
limited powers in this direction: they are those who
are engaged on such products as can be freely imported
from abroad. The only labourers whose discretion is
apparently uncontrolled in this direction, are those who
produce such necessaries as can only be supplied at
home. Now it is clear that no act on the part of
labourers can increase the amount of capital existent in
the country, but that it can only decrease it; either by
causing it to be withdrawn from productive operations,
or by inducing the possessor to export it in foreign loans,
or for the subvention of foreign industry. If therefore
a trades-union succeeds in extorting a larger share of
this fund on behalf of the operatives who enter into the
combination, it can do so only by leaving less to those
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who are unable or unwilling to enter into a union. It
does not deserve therefore the sympathy either of other
labourers or of consumers; not of the former, because
it diminishes the resources available for them ; not of the
latter, because it heightens the price of the articles which
they buy, and curtails the comforts which they might
enjoy. And.it need hardly be said, that most men are
in one way or the other labourers, and that all men
are consumers. Moreover if the union, while it raises
prices, does not raise wages, it is of no real or even
apparent benefit to those on whose behalf the union is
constituted, it is even more mischievous, for in this case
it inflicts a wrong on all, a wrong which only ceases
to be wanton, when it is shewn to be done ignorantly.
The case however will be made still more clear if
we take a hypothetical instance.” I have the greatest
aversion to the introduction of hypothetical cases into
a subject like Political Economy, in which a flaw in the
reasoning, an error in induction, has often had serious
consequences, But the hypothesis is so remote, and yet
the inference from it is so manifest, and its partial
application to existing facts is so plain, that I hope
my reader will see at once the apology for its intro-
duction, and the lesson which it conveys. Suppose that
all men could combine for the purpose of raising wages,
and that a Japanese system of complete exclusion from
the other markets of the world were adopted; suppose
that the people of these islands determined to supply
all their wants from their own resources, and repudiate
all commercial intercourse with the rest of mankind;
because, unless this were done, some of those articles
which can be imported from abroad would come into
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‘competition with the products of some labour at home,
and so interfere with the efforts of this universal deter-
mination to put an artificial protection on labour. Now
"on my hypothesis, as all wages would rise, all prices
would rise. The labourer would get more money, but
he could buy less with it. He would be nominally
richer, but virtually in the same position as he was
before he set to work. with such great pains to achieve a
larger remuneration for his services; and ultimately, unless
some labourers were more powerful than others, and
therefore got better terms in the distribution of that which
was produced by the joint labour of the community, all
would be on the same level; with this sole difference, that
the trade of the country would be annihilated, its industry
reduced to the lowest level, and its people demoralized

' by the search after a good which is about as real and
tangible as the philosopher’s stone or perpetual motion.
Some labourers in any country may be guilty of a partial
folly and a partial wrong, but a universal folly means
the annihilation of the place which the misguided country
occupies among nations; and a universal wrong is
universal barbarism,

.The sentiment which is manifested so strongly in a
trades-union, and which might develope such serious re-
sults, is identical with the fallacy of Protection. Nobody
has ever doubted—if no necessity arose for levying an
income for public purposes, and therefore if it were im-
possible to say that any person’s enjoyments or resources
or powers were curtailed or limited—that trade should be
as free as the winds. The principle of Protection was
excused because it was thought that some interests were

crippled by taxation, or because it was insisted that they
H
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were, and therefore that conipensation should be secured
them by giving them a sole market; that as they were
taxed, they should have and enjoy a right to tax others.
The cry of ‘peculiar burdens’ always intends a claim
for peculiar privileges. As we have seen, there was a
time in which labour was peculiarly burdened, and
particularly manual labour. It was tied to the spot, it
was hampered by restrictions; its own raw material, i. e.
its food, was taxed, wastefully and wantonly; its operations
were checked by a host of foolish and vexatious imposts
and excises. It would have shown wonderful sagacity
and intelligence, if the mechanics and artizans of this
country, after the labour laws were abolished, had not
retaliated, because they knew that protective regulations
are delusive; it would have shown wonderful patience
and virtue, if they had decided that wrongs are never
cured by wrongs, and that the past, in which employers
had armed themselves against labour, was no wise pre-
cedent in pursuance of which labourers should arm
themselves against employers. For it is one of the
consequences—and one of the worst consequences—of
bad .Jaws, that when they cease to operate, and are
'even repealed, they leave a feeling of revenge and hatred
behind them, and that the most inveterate antipathies
are nourished and strengthened by the fact that certain
classes of society have used the law to do injustice.

In quitting this subject we should repeat that the prin-
ciple of trades-unions is not confined to certain operatives.
Its consequences on the general industry of the country
are however more significant when it is dominant upon
manual labour, because it affects or might affect the
general prosperity of the British nation. There are a
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thousand. restrictions on the freedom of labour in other
and only less important branches of human industry, a
thousand artificial hindrances put on the right of indi-
viduals to make the best use of their faculties and oppor-
tunities. But as time goes on, and the conditions of civil
society are more carefully studied and recognized; the
more fully men see that the prosperity of mankind is due
to the acceptance of a few principles; the more we get rid
of those prejudices, fears, and hatreds which hinder the
true progress of mankind, and which spring originally,
and have such vitality as they possess, from the evil pas-
sions and selfish appetites of men; the more surely shall
we gain our true ends in aiming at social perfection and
just civil government.

If therefore the adoption of these restrictive combina-
tions is no security for economiecal progress, but a hin-~
drance to it, and may be a danger; what remedies can we
propose for the elevation of labour above the actual
degradation in which it is placed in some callings, from
the uneasy and hostile attitude which it takes in others?
Many schemes have been suggested, several principles
have been announced, some of which I will attempt to
discuss in order.

I. The first and most obvious remedy is the diminution
of the number of persons competing for wages. Many
economists have been profoundly impressed by the reason-
ings of Malthus, and have inferred instantly that the cure
for the depression of the rate of wages is to be discovered
in wholesale emigration in the first instance, and in pru-
dential restrictions, either personal or legal, on marriage
in the next. I have already observed that legal restric-
tions on marriage lead, as evidence affirms, to evils

Hz2
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which are morally far worse, and more subversive of
social order, than any encouragement to marriage, how-
ever indiscreet. But voluntary migration generally takes
away the best, the most thrifty, the most active, the most
hopeful of the population. Such has been the case in the
Scotch Highlands, and in Ireland. The same cause is
probably at work, surely but slowly, in the English agri-
cultural districts. Emigration on a large scale has never
been made the business of government in this country,
which has only colonized *with convicts. Colonization
will be a very poor remedy for over-population, a very
scanty corrective to low wages, unless it is undertaken on
a large scale, is general in its character, and is carried
on under the superintendence of a wise and judicious
executive. The British colonies, even in a fuller sense than
the United States, are colonies developed under the prin-
ciple of selection, and are of a voluntary character; the
colonization which relieves society, is that of both sexes
and of nearly all ages and, except criminals, of all classes
of society. Neither the labour nor the capital of this country
is benefited by expatriating the cream of the working and
small-farmer classes—a contingency which we should see
fulfilled in a formidable shape if the working people in
England were thrifty and a general exodus began. The
facts indeed that great colonies have been founded by men
of Anglo-Saxon origin, that they are growing rapidly, that
they form a commercial, and should form a great political
connexion with this country, are matter of congratula-
tion to statesmen; but these phznomena do not, as
economical facts, bear, except very slightly, on the cor-
rectives of a redundant population or of low wages. Enter-
prise and energy are valuable qualities in a people, and
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therefore are too good to lose, when they are most fully
manifested. The indirect benefits of colonization have
been and will be large, but the causes which have led té
the foundation of the British ¢colonies are historically not
over creditable to the government which made them ex-
pedient, or the social state which made them almost,
necessary.

II. Thrifty habits on the part of the population, i.e.
‘such a custom of forethought &s enables the labourer, by
virtue of being possessed of some savings, to transfer his
labour to a better market. It is said that the labourers of
Cumberland and Westmoreland, where the highest rate of
wages is secured, never allow themselves to be destitute
of such a sum of money as will enable them to emigrate,
in case the ordinary rate of wages shows signs of yielding
to the pressure for employment. With these men such a
sum is a sacred fund, which is laid up against this last
emergency, as the Athenians laid up of old a hoard of
1000 talents in the Acropolis, against the risk of siege
or the appearance of a hostile fleet in their port. For
although a labourer, able to work, and ordinarily in such
a position as will secure him employment, does really, as
T have said above, represent a sum of capital fixed in him-
self, as certainly as capital is invested in improving land
and buying goods; so, equally with the agriculturist and
the tradesman, he should have some stock of money or
other hoard which he can draw on when the seasons are
untoward or business is slack, in order that he may save
himself from the chance of being obliged to sell his crop
or his goods, or his labour indeed, at a loss. It is of
course a maxim in business that no man should have all
his funds in such a shape as is not immediately convertiblg

143199
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except at a serious loss, but he should have a hoard or re-
serve from which he can draw, when the times are untoward.
In practice the labourer makes no reserve except against
sickness, or, in case he belongs to a trades-union, against
the enforced idleness of a strike or lock-out. But he makes
no provision against a falling market for labour and the
consequent risk of diminished wages.

A labour fund of such a kind would be of great service
against the contingencies alluded to. It would be above
all others a substitute for the organization of @ trades-
union, it would supply all the possible benefits, and ob-
viate all the disadvantages, of such a combination. An
illustration of the working of such a system, though in an
imperfect form, has come before my notice, as recounted
to me by one of the largest employers of labour in the
Manchester district. This employer, during the course of
the year 1866, was visited by a deputation of some of his
factory hands, with a request for a rise in wages. He
recognized the justice of the claim, and forthwith con-
ceded it. A short time after this arrangement had been
made, one of his best hands came to him and scid that he
was about to quit his work. On being asked why he did
so, since the claims made were at once agreed to, he
answered, that the men with whom he was associated had
come to the conclusion that the union was a great waste
of power, that they had abandoned it, and in place of it
created a fund, out of which one or more of their number
should be selected by ballot to visit other labour markets,
especially those of the United States; that he had been
‘thus selected, and was on the point of going on this tour
of discovery; and that if he reported favourably of the

places to which he went, the hands would as prudently
s .
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as possible withdraw themselves to the more favourable
market.

The chief reason why artizans and mechanics are so
-much at the mercy of employers in the first instance, and
of trades-unions in the next, is because they live from
hand to mouth. A man who is absolutely without any
reserve of his own to fall back upon, must take such
terms as are offered him; whereas if he thought proper
to save a portion of his income, he could make far better
terms with his employer, or at least, if these terms are not
-before him, betake himself to a market where he would
be better paid. _

II. Co-operation. This is the favourite expedient
of those who, looking to the condition of the working
classes, attempt to provide a remedy for the evils attacheds
to that condition. It is supposed-that if working men
could unite in themselves the functions of capital and
labour, they would, in the first place; make much more
of their time and labour; in the next, be better able to
distribute the proceeds of their labour, according to the
intelligence, capacity, diligence, and perseverance of the
several workers; in the third, discover the real conditions
which underlie the production of wealth; and in the
fourth, discover a real remedy for those inconveniences
for which the trades-union is at best an imperfect coun-
terpoise. There are, however, many kinds of co-opera-
tion, in all of which, it should be observed, there is an
attempt to eliminate some intermediary in the process of
production and sale, whose services under this system
might, it is hoped, he dispensed with,

The most obvious and familiar is co-operation of
supply. Such a scheme, now getting very general, is
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exhibited on a large scale by the ‘ Rochdale Pioneers.’
The artizans who framed this association purposed, as
many reformers do, to reconstruct society at large. Such
a plan, vast, impracticable, and I need hardly say absurd,
broke down ; but the preliminaries of the plan succeeded,
in the form of a grocer’s shop or store. It is not extra-
ordinary that such a plan should succeed. Common
honesty and intelligence in keeping accounts are indis-
pensable ; but’every purchaser is, more or less, and as a
rule, sufficiently competent to judge of the goodness or
badness of grocery. But the co-operation of production
has not been so successful. Skill in buying and selling,
in management and control, ate not so readily available
for the projectors of such a scheme. The intelligence
which can organize and carry out a great manufactory
is of such value and rarity, that the possessor of these
faculties would hardly be content to remain an artizan,
or on the wages of an artizan, when he can easily better
»himself in the calling “which he follows by managing
for a capitalist, or becoming a capitalist and employer
himself.

The systems of co-operation on the continent have
either sought the necessary capital from the state, or
have obtained it by a combination of workers from their
joint resources, or by their joint credit. The national
workshops. founded in Paris during the epoch of the
revolutionary government of 1848 were of the former
character ; those of Germany, instituted under the scheme
of M. Schultze Delitzsch, are of ‘the other kind. *“We need
not dwell at length on the former. A scheme which needs
the support of the state for its organization must obtain
the necessary funds from taxation or from loan. In the
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latter case, the action of the government is nothing but
the diversion of capital from one branch of industry to
another; in the former, though a tax may be nothing but
'a curtailment of an individual’'s enjoyments, the strongest
plea of necessity must be alleged to justify such an appro-
priation, while in the great majority of cases such a tax
would be a mere diversion of capital from a man’s own
ends to that of another, without even so much as giving
him interest on his advances.

The plan of M. Schultze Delitzsch, as gathered from
the excellent report of Mr. Morier (Correspondence of Her
Majesty’s Missions Abroad on Trades Unions, 1867), is
as follows :—*If it be found possible to lend a producer,
i.e. an artizan, capital at the ordinary rate of interest, he
will be able not only to obtain the wages of his labour,
but the profits of trade, i. e. in our nomenclature, the
wages of superintendence ordinarily secured by the em-
ployer. It is true that the risk of lending an individual
capital is so great, that it cannot be done at the ordinary
rate of interest, for the labourer has nothing but his
labour to pledge, i. e. inconvertible capital, and the trader
has his stock in trade, i.e. convertible capital. Besides,
with all the will to pay, the artizan may be disabled by
sickness or accident; and thus the disposition to lend is
restrained by two risks, that of dishonesty and incapacity.
If, however, the loan is made to more than one artizan,
the risks both of dishonesty and incapacity diminish with
the increase of the number of co-operators. The in-
surance against incapacityis calculated on the ordinary
risks of life and health; that against personal dishonesty
may be obtained by information as to the borrower’s
character, and by accumulating motives to honesty, This
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scheme is formulated in two sentences—the minimum of
risk, the maximum of responsibility.’

In order to accomplish these results, M. Delitzsch
established credit banks on a peculiar principle. The
capital of the bank is provided either by, the contribu-
tions or deposits of the artizans, or from the advances of
capitalists, the latter being the most considerable. The
members of the association of credit banks can alone
borrow. They need not, it appears, be possessed of
capital themselves, but they must be able to work, and
in regular employment. The best guarantee, however,
of their fitness for association, and one which can be
easily and most satisfactorily fulfilled, is the possession of
a share in the bank. The principle of unlimited liability
is the keystone of the system. If the assets of the busi-
ness fail, the creditor may recover on the private property
of the associates, each and all being jointly and severally
liable to the debts of the association. In this way the
maximum of responsibility is attained. It should be
added, that the object of the credit bank is the interest
of the borrower, not of the lender; and yet, according to
Mr. Morier, the credit banks have become. exceedingly
lucrative to the lenders. The safety of the bank consists
in its rigid limitation to the loans required by members of
the association, and, as has been said, to the maximum
of responsibility annexed to the personal property of the
borrower —a responsibility which is made to continue for
twelve months after any member ceases to belong to the
association.  The principle of the accumulation of the
stock capital is, that ultimately it should amount to fifty
per cent. of the borrowed capital. Each member is to
have one share, and the shares must be all alike. The
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cardinal rule in loans is, not to lend for a longer time
than the bank can borrow, and the general practice is
to limit the time to three months.

Here then is a scheme, in active and successful working,
by which the labourer can unite the functions and earn
the wages of labourer and employer, by superseding the
necessity of using the services of the latter functionary.
The reason why this personage exists in modern trade
and manufacture arises from the facts that he has security
on which to borrow, and that general interest in the well-
doing of the work which gives unity to the plan of
operations stimulates economy in the details, and provides
supervision over the whole mass of transactions. He
subsists, in short, by the weakness of unassociated and
irresponsible labour. Supply these two defects in the
action of artizans, and the advantages obtained by the
intermediary employer become an additional remuneration
to the operative. Of course the high rate of interest ob-
tained by these credit banks (Mr. Morier informs us that
it is ‘as much as eight to ten per cent., especially on
short loans), is a merely temporary phznomenon, which
only results from the fact that at present the borrowers
obtain in their competition with employers all, or nearly all,
the advantages which the ordinary trader or manufacturer
accumulates. When the time comes—and come it will,
should the system succeed largely and be largely adopted—
that the associations practically compete against each
other, the margin will inevitably be narrower, and the
térms of interest lower. .

1V. Association of Employers with Operatives. The
jealousies, quarrels, and frequent strikes of labourers, and
when these do not occur, the negligence, inefficiency,
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and slovenliness of the persons employed, have suggested
to some employers, that it would be well to take such men
into a sort of modified partnership, so that two things
might be effected : first, that the workman should be in-
formed of the course of business and rate of profit; next,
that he should be stimulated to activity and intelligent
industry by motives of self-interest. Several years ago,
M. Leclaire attempted some such scheme in Paris with
the happiest and the most abiding results. The idea and
the practice is of course not novel; for the custbm of
allowing certain subordinates in many kinds of trade a
commission on goods sold is familiar. But the modern
practice, now it appears increasing, is to lower the rate of
wages by a certain percentage, and to offer the employé
a share, calculated on an average at the residue, in the
profits of the business. The objection alleged against the
plan—an objection which may probably be fatal to its
adoption in several kinds of business—is that it necessitates
the abandonment of that secrecy which it is believed is
essential at all times, and particularly in some emergencies,
to success. The value of secrecy may be overrated,
probably is; but its significance is felt, and will in all like-
lihood be felt more and more as the principle of limited
liability is adopted. In some kinds of business, however,
secrecy is of no importance. Thus, to take an example in
which the association of employers and operatives has
been tried, and, as I am informed, with great and un-
interrupted success; I have learnt from Mr. H. Briggs,
one of the partners in a colliery near Barnsley, that his
firm had been harassed by incessant discontent, claims,
and strikes on the part of the colliers. , It appeared to the
partners that these inconveniences might be obviated if
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some plan could be devised by which the colliers could
be made to feel an interest in the success of the under-
taking. It was thereupon resolved to turn the colliery
into a joint-stock company, to pay the workmen, in part
at least, according to the market price, and to encourage
them in the purchase of share capital. The plan has
succeeded admirably, and the inconveniences felt under
the old arrangement have been obviated.

My reader will see, however, that all these remedies for
low wages, or rather all these expedients by which it is at-
tempted to instruct operatives in the economical conditions
under which wages are paid for work, and by which the
labourer is enabled to better his own position in life, respect
certain classes of labour only, and leave out of calculation
the function of the peasant. Here in point of fact we
have other difficulties to contend with. The system of
farming in England is increasingly that of large as opposed
to small culture. This is not the place in which to dis-
cuss the relative advantages of either method. The sys-
tem of tenure in England is favourable to the accumulation
of land in few hands; and the passion for becoming the
possessor of a vast estate, and founding a family, is aided
by the direct enactmenits of law and its indirect sanctions.
This again is not the place in which to discuss the social
and economical consequences of such a system. But of
one thing we may be clear: if the advantages be great,
the sacrifices are great also; if the large farm system be
favourable to production—a position by no means proved;
if the accumulation of real estate gives a solidity to public
interests, and provides a variety of social safeguards—an
hypothesis by no means certain ;—these customs also
condemn the largest part of the agricultural population to
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a condition in which there is no hope, from which there is
not, except by a general emigration, any escape. Society
does not’exist merely for the accumulation of the largest
amount of material products, still less in order to give
facilities for their being accumulated in favour of a few
persons. It must take into account, (if it be true to iis
mission, if it would escape pressing, imminent dangers,
and would obviate certain decline}, the machinery by which
wealth is distributed. This fact is the more manifest
when the legal system which may be endured, though as
I have said with great hardship, in a country which is
largely devoted to commerce and manufacture, is. made
to apply to another in which agriculture alone is practised.
Here the evil is of the most serious kind, the danger is
the most minatory. If we needed an example of such
a state of things, we should find it easily in the chronic
disaffection of Iréland.

CHAPTER X.

On the Causes whick depress the Rate
of Wages.

My reader will remember, that according to the theory
of wages given above, the remuneration of a labourer is
generally relative to the cost of producing his services:
and that wages are partly interest on capital; partly a
sinking fund, the operation of which is the replacement of
capital as it is gradually extinguished by the growing age
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or declining  strength, or certain wearing out of the la-
bourer ; partly an insurance against the risk of the prema-
ture extinction, or of any extraordinary liability. to 2
suspension of work, in the case of the labourer. Hence
such callings as involve risks are invariably paid more
hlghly than others are in which no such risk is present;
and such callings also as concentrate risks, i.e. those
“which cut human life short at an early period, as for
example, the trade of needle-makers and dry-grinders,
always secure greater wages than others the following of
which does not tend towards an easy destruction of the
vital powers.

It will be clear therefore, if these charges and risks are
compensated by certain legal provisions, which transfer the
risk from the labourer to some other parties, an economy
will be induced on wages. If, for example, a large per-
centage of labourers is reared and instructed at the
public cost, up to the age in which their labour becomes
available, the tendency of such an arrangement will be to
lower the wages of those who are not so maintained and
instructed. This rule holds good, whatever be the labour
which is seeking employment and wages. For example,
a common practice with wealthy and benevolent persons
in bygone ages was the foundation of colleges, in which
persons destined for the Christian ministry should be
gratuitously boarded, lodged, and taught. The recipients
of this benefaction were undoubtedly advantaged, for they
went into the market to compete against the labour of
others who were not so circumstanced. But they di-
minished the earnings of the latter; for the aggregate
earnings of any one class of labourers is proportioned,
as I have said several times, to the aggregate cost of



112 ON THE CAUSES

producing all those who are, at any given time, competing
to supply a service which is in general demand. :
The fact to which I allude was recognized and com-
mented on by Adam Smith, who rightly explained the low
earnings of clergymen on the ground that the education
of many among them, both at school and in the University,
was practically gratuitous! And just the same facts apply
to the fulfilment of other analogous functions. To com-
municate a high education requires a person of great learn-
ing and considerable skill. Now setting aside those who
would do their best to supply this service to mankind for
other than the wages which an economist recognizes (such
persons being few at all times, and not causing any marked
effect upon the general rate of remuneration), the fact that
there exist large endowments in aid of thehighest education,
in the shape of salaries to teachers, has a depressing effect
on the rate of remuneration obtained by those who are
unendowed ; and this in two ways, first by increasing the
number of those who enter on these callings, secondly by
lowering the earnings of all. For just as the aggregate
earnings of any class of labourers is proportioned to the
aggregate cost of producing these labourers, so the amount
distributed among the several labourers, ceferis paribus,
is not ‘increased by that which is added to the general
fund from permanent sources, but diminished to a tanta-
‘mount degree by it; for all other things being considered,
‘the profits of all occupations tend to an equality, and
all - conditions being fulfilled, are never far distant from
this equality.
What then, may be asked by the way, is the use of
. educational endowments? Are they not an inconvenience
and an‘evil, if they reduce the rate of remuneration in the
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caég ,of one class of workers, by the permanent quantity
which they add to the gross remuneration divisible, but
not divisible equally, among all those who are employed
in the same function? Whatever benefit may be conferred
by them on individuals, are they not a wrong to others,
either by the fact that they depress their earnings, or by
checking free competition in the field of employment,
because they limit competition, in some degree at least, to
those who are endowed? It does not seem to be a fact
that they restrain competition for the endowment; for as
a rule, those occupations in which there are occasional
prizes are more eagerly entered on than those are in
which the rate of remuneration is generally uniform.

The excuses for the existence and continuance of
educational endowments are two, one of these relating to
the teacher, the other to the pupil. Neither however is,
strictly speaking, of an economical character. The need
or the advantage of these aids is to be found.in the facts
that the economical value of high education, or even in
some cases of education at all, is only slowly and imper-
fectly appreciated by the public, and that the free com-
petition of labourers, with what is implied in this competi-
tion—ample opportunity for the development of the
individual’s natural abilities and capacities—is in reality
a merely hypothetical state, which has never yet occurred
in the actual working of society.

Let us see what Education is. Properly speaking, it is
the cultivation of the reflective faculties, with the view of
making the acquisition of knowledge easier and the pro-
cess of thought and reason more rapid. The benefit of a
high education, that is, one in which these faculties are
most thoroughly sharpened 4nd trained, is of manifest

1
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significance to the possessor of such powers. But as the.
number of such persons as possess this education deter-
mines in general the intellectual position of a nation
among other nations, it is of great importance to a nation
that high education should be cultivated and used. Public
opinion, however, appreciates this fact very slowly and
very indistinctly. It confounds education with the know-
ledge of facts, whereas it really is the possession of
method. It affects to prefer ‘common sense,” which is
in effect a rough and imperfect education. It is prone to
limit education, even when it does acknowledge its value,
to the simpler and -more familiar branches of it, those the
use of which is common and convenient; and to disparage
its higher growths, the use of which is less obvious and
less material. Lastly, even when it is available for service,
society is very slow to employ it, partly from prejudice,
partly from fear, partly because it is often sharply cor-
rected by it, partly because it prefers other agencies which
are more familiar and in appearance more submissive.
Hence, as the demand for the higher education is slow,
and the use of it is great, (owing perhaps to the fact that
society is artificially constituted and a variety of interests
are protected in it,) it is argued, and with much reason, that
this education should be also protected, and protected in
the least invidious form, that is, by permanent endowments
or grants in aid of it. The same reason applies to a
minor, but by no means unimportant subject, assisted
education in art. The value of the service is undoubted,
but at present it could not be secured by the ordinary
agencies of public competition. The government there-
fore interposes, and rightly estimating the value of the
process, fills up the deficiency of public or general opinion,
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It provides, in short, that a teaching which would not
otherwise be given, but is of great public importance,
should be supplied or supported.

Secondly, it is of great importance to the pupil. Indi-
viduals have different capacities, different impulses, dif-
ferent, degrees of activity or diligence. The possessor of
these faculties, under certain moral conditions, is of
greater service to society than another would be in
whom these characteristics are defective or wanting.
Now if the progress of such persons could be secured
by any process of natural selection, if the higher intel-
lectual powers and qualities were as certain of making
their way as bodily powers and lower intellectual gifts
can, there would be no need for any artificial selection
by examination or certificate and for the artificial stimu-
lants of rewards and aids. But it will probably be a long
time before society can dispense with these assistances,
and meanwhile its business is to make such use of the
forces as are at its disposal, as will enable it to select and
promote the greatest diligence and capacity, wherever it
may be placed by birth or fortune.

These statements however as to the depressing effect
of endowments on the wages of unendowed teachers, and
of similar endowments on the remuneration of unassisted
pupils, do not refer to general education, If the whole
community were taught at the public charge, no one
could suffer exceptionally or gain exceptionally; but all
could gain, in so far as the instruction given increased
the powers of labour by diminishing the amount of
muscular or nervous exertion, and so enhanced the en-
joyments of society. An educated people works less and
€arns more than one which is untaught can. The reason

I2
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is obvious, if the reader will recall the definition of educa-
tion given above—that, namely, which makes it to consist
in the cultivation of the reflective faculties. Men in whom
these faculties are developed see the end before them and
the means to its achievement with greater clearness, and
combine both ends and means with greater dexterity
and swiftness, than uninstructed people can. To take
one of the simplest and most familiar instances: a recruit
who knows how to read and write can learn his drill in
half the time in which a totally ignorant person can. Now
it is said that it costs, on an average, £100 to teach each
man to be a soldier. The sum may be exaggerated, but
this does not affect the illustration. The British army is :
about 250,000 men, and according to this estimate it has
cost £25,000,000 to instruct it in its calling. If we
suppose that the average duration of service is ten years,
and that primary education could reduce the cost by one-
half, there is an annual outlay of £2,500,000, which could
be made £1,250,000 by the use of the economy of pri-
mary education. There are other and similar economies
in manufacture and trade: for example, it is computed
that the adoption of a decimal system in currency, weights,
and measures, would save the services of half the clerks
employed on the railways of Great Britain.

A high standard of general education, as it promotes
efficiency in the labourer, tends also to raise the rate of
wages. Men who reflect on the conditions which sur-
round labour, do not rashly incur risks ; they make labour
scarce in the best way in which it can be made scarce, by
forethought; they make labour cheap, in the best way in
which it can be made cheap, by increasing its efficiency,
and thereupon the demand for it. For cheapness and
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dearness in matters of political economy do not mean
low and high prices, low and high wages, but efficiency
and inefliciency, capacity and incapacity. The dearest
labourer is not the man who gets most for his labour, but
the man who does least for his money. This is, I admit,
a truisni; but it is a truism which, like many other axioms,
is apt to be forgotten, most of all by employers of
labour.

The maintenance of labourers during nonage, during
temporary incapacity for work, after the time in which
they become incapable ‘of work, and during the intervals
in which they are capable but unwilling or unable to
work, is provided for in this country by laws which have
beeti in existence for nearly three hundred years. They
are” peculiar to England, having been lately introduced
into Scotland and Ireland, and existing, even in these
countries, only in a modified form. They have produced,
as I shall attempt to show, special and important eco-
nomical consequences—consequences which remain, al-
though the machinery of relief accorded under what are
technically called the poor-laws, has been materially mo-
dified. Practically the English poor-law is a legal, and
therefore compulsory, system of insurance against the
risks of certain kinds of labour.

The feeling which has led men to consider it their
duty to provide for the pressing wants of their poorer
fellow-creatures is not the impulse of a social law, but
of a corporate sympathy. It had no place in the ethics,
public or private, of ancient civilization in the West; it
sprang in the first place from the national wants and the
national weakness of the Jewish race, was imported into
early Christianity, and has been a special characteristic



118 ON THE CAUSES

of the Iatter religion. It was copied by Mohammed, and
it has since been endorsed by many publicists and eco-
nomists, who have ignored or repudiated that theory of
human obligations by which this social rule has been
sanctioned. If we look on men as merely possessed of
animal life, it is clearly the interest of those who are
strong in any sense and can work, to eliminate those
who are weak and cannot contribute to the general ag-
gregate of products and services. All the lower animals
do so; they starve or kill their weaker fellows; they are
unable to exchange services, but they know how to eco-
nomize resources, and are wholly merciless or indifferent
to the weak and ailing. The right to live on the part
of all human beings now existent, till such time as they |
perish by natural causes, is 2 maxim which has no coun-
terpart in the physical world, has no necessary connexion
with social Jaws. It is a modern equivalent of Jewish
sympathy, cogfined by the Jews to their own race, but
extended by Christian teaching into a duty incumbent on
all such men as are brought up under a Christian code.
There is no part of political economy which diverges so
widely from the rules of social morality and habit, and seems
to contradict them so pointedly, as is found in its interpre-
tation of thé aids given by charity or sympathy to weakness,
suffering and incapacity. Undoubtedly, if we considered
societyas a mere machine for collecting and distributing ma-
terial enjoyments, and for stimulating the means by which
these enjoyments could be enlarged and economized, we
should leave the weak and unprotected poor to perish, if
indeed we did not arrest peremptorily such a drain on the
resources of those who work and possess, on behalf of
those who are destitute and incapable, by the violent
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extinction'of such useless lives. And, as my readers are
aware, there do arise, happily under rare circumstances,
occasions on which the economical view of human life
necessarily overrides the moral and religious.

Here it will be desirable to give a short sketch of the
history of those enactments which are known collectively
and familiarly as the poor-laws. They are in effect a
means for, bestowing assistance on the destitute poor (in
the failure of voluntary effort to meet the want) by a
public charity, to which all contribute according to their
income, or in some cases according to their expenditure.
It is needless to say that any discrimination in inter-
preting the claims of such recipients must be of a very
general character, and that (if a few broad lines of distinc-
tion be laid down between the measure and manner of re-
lief in cases of infancy, sickness and old age, as contrasted
with able-bodied destitution) all are equally entitled to
assistance when in want.

Before the Reformation, and during the time in which
the numerous monasteries were in being, the wants of
such poor as were reduced to penury by great necessity
were relieved through these sources of charity. Land was
generally distributed, the leases of corporations were easy
or beneficial, excessive population was checked by the

- celibacy of the monastic and clerical orders, and, accord-
ing to all testimony, absolute want was on the whole un-
known. The scene changed after the epoch referred to.
The monastic lands were divided among the rapacious
and prodigal courtiers of Henry and Edward; the lands
of the bishops in a great degree shared the same fate;
sheep-farming, the obvious resource of landowners with-
out capital or enterprise, became general; and the mass
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of the population fell into great distress. Added to these
several changes was the great wrong inflicted on the
community by the issue of base money under Henry VIIL
and his son. Any disturbance of the currency affects the
working' classes, that is, those who live by weekly and on
the whole fixed wages, far more severely than it does
other ranks. These evils are greatly aggravated when
the government commits, as Henry VIII committed, a
vast fraud. Every circumstance then of society, all the
policy of the court, tended to the aggrandisement of the
few and the misery of the many. In Henry’s time popu-
lation and misery were kept down by excessive executions,
the laws regularly sacrificing thousands yearly on the
gallows. The times of Elizabeth were milder, but the,
destruction of capital had been effected, and its accu-
mulation was, slow. England fell into the rear of other
nations, and the government attempted to meet the suf-
fering of the time by levying a local tax for the relief of
the impotent, and by providing the machinery of employ-
ment for the able-bodied poor. It has been said that the
latter provision was neglected; it is hardly necessary to
say that it is economically impossible, as a permanent
arrangement.

The necessity which arose in the days of Elizabeth
was as urgent in those of Charles II, while the ma-
chinery of relief was found totally inadequate. Pau-
perism began to be burdensome, and the owners of
the soil strove to confine it within such limits as could
be laid down. Hence the strict law of settlement, under
which the liabilities of the parish on which the pauper
was chargeable were defined. The strictest precautions
were taken as time passed on to prevent these liabilities
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from being transferred from one parish to another. As.
far as possible the peasant was literally tied to the
soil; if he attempted to quit the place of his settlement,.
and reside in a new parish, his intrusion was watched
with the greatest jealousy, and he was liable. to eviction.
in case the parochial authorities of his adoptive parish
suspected that he could by any possibility come on the
rates. When an employer wished to engage a servant |
from a foreign parish, he was not permitted to do so
unless he entered into a recognizance, often to a con-
siderable amount, to the effect that the incomer should
not obtain the settlement, else the bond to be good
against the employer. Parochial registers are full of such
acknowledgments. The stringency of the law of -settle-
ment was far more severe than the old manorial view
of frankpledge; but the law was so obscure, perhaps.
necessarily so obscure, that the litigation between
parishes, each trying to throw the burden of main-
taining paupers on the other, was enormous, incessant,
and ruinously expensive. The law served only one
notable end: the legal learning cornected with the
law itself, and the adjudged cases under it, was so vast
that many a distinguished practitioner owed his elevation
on the bench to well-pleaded settlement cases. Mean-
while the cost of maintaining the poor increased greatly.
Under the allowance system, by which payments in
money were made to parents in proportion to the
largeness of their families, the burden became intoler-
able. Labourers actually saved small fortunes during
the great continental war, out of these parochial doles.
At last the rates threatened to swallow up rent, and in
some parishes actually did so. In 1835 the law was
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altered, out-door relief was as a rule prohibited, and most
of the incapable and able-bodied paupers were collected
into workhouses.

During the prevalence of this system, however, all
parishes were not equally affected. The limits of a parish,
though ancient, are artificial and arbitrary, being, it
appears, generally the boundaries of some manor, whose
extent was accidental. In fact they were not settled
till the system of parochial relief began. In some of
these parishes parcels of land had been freely alienated,
and there were many proprietors. These were called
‘open.”’ In others, the estate of the proprietor was un-
broken, and only one person owned the soil. In some,
again, a few proprietors, who could easily act in concert,
were in possession., These were called ‘close” When
there were one or a few of these large owners, it was
the object of the proprietors to extinguish all outlying
freeholds, and to constitute the boundaries of the parish
into a ring fence. Landowners paid many times their
worth for these fragments; for the possession of a ¢ close
parish’ rendered it possible to improve the property
in a peculiar way. ‘

The process was to evict the tenants and to pull
down the cottages, so as to force the labourers to
.migrate to some adjoining ‘open parish,” in which they
might dwell, and from which they might go to and
fro on their work in the ¢close parish.’ The employer,
to be sure, if there were degrees of labour, got oﬁly
inferior labour; but this, in the general beggary, was
a comparatively trifling evil by the side of heavy rates
and decreasing rents. The policy was general, and on
the whole successful. Farm labourers even now are
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deficient inl those parishes in which the whole of the
soil is ewned by one or a few proprietors. )

The act of 1834-5 remedied this evil to some extent, for
it distributed certain of the charges over the whole union.
But up to the year 1864 each parish bore the greater
part of the charge of such paupers as lived within its
boundaries, whether they worked within the parish or
without it;,and the change of that year, notwithstanding
its obvious equity, was resisted fiercely by the owners
of close parishes, was achieved with difficulty, and is
by no means perfect yet. The pleas put forward against
the change were amusing and contradictory. At one
time it was said that the poor would be neglected if
the charges were levied on the whole union instead of
being confined to the loeality in which. the necessity
arose ; at another time it was averred that the interest
of the rate-payers would be neglected if the guardians
could spend out of a common fund. *

After this sketch we shall perhaps be able to see
the economical bearing of a rate in aid of wages. It

‘is 2 means for paying a portion of wages indirectly.

Were poor-rates abolished—and perhaps it is under the
circumstances impossible to do so now-—the labourer
must receive, in lieu of this aid, such an increase as
would enable him to do that for himself which the poor-
law does for him, to insure him against sickness and old
age, and to provide for the nonage of his orphan chil-
dren. In those parts of England in which the con-
tingency of coming upon the rates is dreaded as a dis-
grace, the labourer strives by benefit and other societies
to secure himself against such a risk. To do this, he
sets aside a part of his wages. But where no such
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feeling exists, wages are lowered to the bare margin of
such subsistence as is customary with the labourer,
prudential motives are ignored, the labourer is indifferent
to seeking a better market for his labour, and he be-
comes immoveable and unthinking. In a parish or
district where the labourers are thoroughly pauperized
the lowest iorality prevails, family feeling, filial and
parental duty, almost wholly die out, and the people
become nearly brutal. ¢ The parish,’ they say, ¢is bound
to find them;’ they have no care, life js bounded by
animal pleasures and enjoyments, and they cherish
neither hope nor thought. These traits still exist in
the rural population, though there is hope that they
are being slowly modified, to be subsequently effaced.

If the burden of supplementing low wages by the
machinery of a poor-rate were cast on the employers of
labour only, the process, though it would still bear with
it the moral evils adverted to, would yet be equitable.
But this is not the practice. The employer, though
paying most of the rate in agricultural parishes, does
not pay the whole rate. The rate is collected from
all occupiers, whether employers of labour or not. The
farmer of course reckons the ordinary rate as part of
his outgoings, and regulates his power of agreeing to
rent accordingly. But the ordinary occupier has, by
the machinery of the poor-law, to supplement the wages
of the labourer, who is underpaid by the amount of the
rate, from his own resources and for the benefit of the
employer. It is from the fact that people confound
the moral obligation “of maintaining distressed and
starving fellow-creatures with the systematic supply of
a fund, the object of which is to aid and increase wages
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indirectly, that the economical significance of a poor-
law is not more generally discerned, and the incidence
of the rate is not more clearly recognized.

The legal aid of labour, then, lowers wages, annuls
prudential motives, checks industry and improvement,
and disposes labour to be passive and immoveable. The
poor-law was, as I have said, peculiar to England: it
prevails in no other country. Up to the Irish famine
of 1846, it had not been adopted in that island; up
to the disruption of the Scotch kirk, and the scarcity of
the same epoch, it was existent only in a very modified
form in Scotland. Even now in both these countries
it is administered severely, and with a wise severity.
As a consequence, the ill-fed Irish labourer and the
thrifty Scotch peasant are incomparably more. enter-
prising and alert than the English farm-labourer; though
the Irish have never colonized independently, and the
Lowland Scotch are of the same race with ourselves.

We shall moreover find, as we study history by the
light of jurisprudence and political economy, that laws
and customs have effects which last beyond their actual
existence. The repeal or modification of a law is not

- 2lways and instantly followed, as legislators are apt to

dream, by the social reform which the change is intended
to effect. The consequence of past legislation endures
beyond its legal life. We have not yet escaped, and we
shall not escape for a long time yet, the results of those
laws which were devised in 1349, by which attempts
were made to coerce and control the wages of labour.
Similarly we still suffer from the law of settlement,
enacted now nearly two hundred years ago, though
modified thirty years since, and all but repealed lately.
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To study a nation’s history we must study its laws: not
alone such laws as are the spontaneous development of the
principles and the policy in which a nation is self-contained,
and which form its lineaments; but those which have been
established in the interest of a section' of the community,
and maintained for the benefit of the few. The history of
this country, its policy, its trade, its habits, its character,
have all been affected by the legislation of bygone
centuries. Thus the studies of the antiquary become
constantly the key to those problems which baffle the
publicist and amaze the economist: for the present life
of the nation is founded on the past, in the accumulation
of its labours, and in the waste of its errors and short-
comings; just as its pedigree is a commingling of races,
its arts and' its literature an inheritance from forgotten
or undiscovered ancestors; its constitution, the spoils of
many a victory, the losses of many a defeat;l its cha-
racter, the product of many habits, some perhaps natural,
most acquired, all of which converge in the present,
though their source is distant and often hopelessly
undiscoverable.

The effect of machinery on the rate of wages at first
sight appears to be necessarily depressing. Men sub-
stitute mechanical for muscular forces because they are
cheaper, that is, enable them to dispense with some
part of the manual labour hitherto occupied in the work
for whose production machinery is employed as a sub-
stitute. Some workmen must, it appears, be thrown out
of employment, and the effect of a glut of labour in
the particular calling which has been modified, is, it
seems, inevitable. So obvious, on a superficial estimate
of the consequences, is the impression that labour prices
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will fall as machinery is adopted, that we cannot wonder
at the hostility which workmen have constantly displayed
when their labour is threatened by the competition of
machinery. In practice, however, these results do not
ensue, and for several reasons.

In the first place, and in the great majority of cases,
the development of machinery is the escape from the
dearness of labour, i.e. its dearmess in an economical
sense, its largeness as an item in the cost of production.
But when the cost of production is diminished and the
market for the product is wide and increasing, the
labourer is in greater demand, and the products of labour
are supplied at cheaper rates. If he is superseded in
one direction, he is required in another; for all capital
must be employed in the maintenance of labour; and
as an enlarged business and a consequent aggregation
of ‘profit are developed, larger demands are made on the
labour in the market. If the economy of labour did
not increase production and stimulate demand, the sub-
stitution- of machinery for manual exertion would be a
loss to the labourer; but as we see in-such a contingency,
labour would not be superseded by machinery. Ma-
chinery then benefits the labourer in two ways: first
by accumulating ' capital for his subsistence; next by
diminishing the cost of the articles he consumes. Under
each case it increases his actual wages: in the first by
enlarging their amount, in the second by increasing their
power of purchase. For example, the cost of manufac- .
turing 2 yard of cotton cloth has been lowered by the
use of machinery to one-twentieth at least of the outlay
originally incurred in the process; but the labour re-
quired to. meet the demand of an enlarged market has
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brought masses of people to the great centres of this
industry, while the product of ‘this labour has been
brought within the familiar use and convenience of
thousands or even millions who, before such_ reductions
in the cost of production, were either debarred from its
use or stinted in supply. ‘

Next, it rarely happens that labour of any kind is so

special in its character as to render the labourer unfit -

for analogous labour. Thus, for example, a smith may
be engaged generally, in forging or worming screws.
These screws are now made by machinery to a very
great extent; but the smith, though this part of his
work may be cut off, is still a smith, and capable of a
variety of other occupations known as. smith’s work.

The simpler the labour is, the more ready is the change.

The training of an artizan is in the method of doing-a

variety of things, although in practice he may betake

himself to one only. It is'especially in agriculture that
specialties of labour are extinguished, and without im-
mediate ,compensation. Thirty years ago all corn, or
nearly all corn, was threshed by the flail: at the present
time, the sound of the flail has all but passed away, and
before long the art of the thresher will be quite extinct.
But the circumstances which require that the agricultural
labourer must be instructed in a variety of, operations
also prevent any material 'lowering of his condition. He
must, to supply the demand of the farmer, be able to
live; and should-any of the customary occupations of
indoor work bé taken away from him, his general wages
must be compensated in-order that he should exist at all.

- Even though labour be extinguished totally, and with-

out compensation in its own way, yet if it be able to-
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transport itself to new industries, the evil lasts but a short
time, and is ifnmediately counterbalanced by a demand
for other kinds of labour. Itis possible—to judge from
the local diminution of population, it is probable—that the
introduction of machinery has diminished the general -de-
mand for agricultural labour, or in other words, that equal
quantities of produce are grown and secured at less cost.
But concurrently with this state of things, there has con-
tinued a great and increasing demand for skilled and
unskilled labour’ iri manufacturing districts. In effect,
labour which was wasted in, agriculture, as long as the
process might be cheapened and was not cheapened,
is economized and transferréd to manufactures. It is
true that all the beneficial effects of a diminished 'supply
of labour have not been appropriated by the farm hand,
for in the absence of any effective control over the labour
of children and women, the wages of adults are lowered
by the competition' of those who should be precluded
in whole or in part from such occupations. But the
extension of the factory acts to agricultural operations
is merely matter of. delay.

It is seldom the case, then; that the displacement of
labour, when the result-is due to machinery, implies more
than temporary inconvenience to the labourer whose work
has been superseded.” To the mass of labourers it is
a positive gain. The adoption of mechanical forces is
at once the effect of a desire to economize the cost of
production, and a stimulus to.the demand for labour
in other directions. It means a gredter outlay of capital,
with the object of compensating a lower rate of profit
on each transaction by a higher aggregate of profit on
a larger number of transactions. Thus in so far as he

K

-
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is a consumer of produce, the labourer is directly be-
nefited; for the adoption of machinery in manufacture
is always most obvious in articles of general or universal
consumption, because it is in these that the market is
most rapidly widened, and the additional outlay of capital
obtains its earliest and most permanent profit.

CHAPTER XI.
Profit and Initerest.

I BAVE already observed that the rate of prloﬁt is to
be identified with the rate of interest. Whatever else is
secured to the capitalist, beyond the average rate of
interest, is either wages of labour, i.e. the labour .of
superintendence, superior intelligence, and tact, and the
task of supplying the purchaser with what he wants,
all which are kinds of labour, wherein great skill is
ordinarily necessary; or replacement of capital; or in-
surance against risk. It will be found that any instance
of common or average trade-profits is susceptible of
this division, and that exceptional rates of trade-profit
are due to exceptional ability, invention, or as people
sometimes say, good fortune.

Suppose, for example, that a man invests £1000 in the
business* of a grocer, and borrows another £1ooo from
his banker in the shape either of an advance to his
credit or in the discount of bills which he draws. Let
us also suppose that he pays, on the average, five per
cent. for ‘the convenience granted him by his banker;
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this being the average rate of interest on mercantile
advances, abundantly secured by goods or credit. Let us
add that he derives an income of £400 a year from this
sum invested in business. Of this sum he has £350 to
spend or save from, since £50. must be transferred to
the banker in payment of interest for the sum advanced.
Of the remaining £330, a seventh part is the interest
on his own capital, such an amount as he would have
gained had he lent his money to another person. The
remaining three-fourths of his income, is wages for his
labour, and insurance against the risk of bad debts and
other similar contingencies. It is as much wages as the
salary of a clerk is, or the commission of an agent
who buys and sells with other people’s money, or the
fee of a lawyer or physician, or the payments made for
manual labour to artizans and farm hands.

The only circumstance which obscures' this analysis
of what are called ‘trade-profits,’ is the fact that in certain
occupations a source of income, orginally nothing but
wages, accumulates so as to form a fund, closely analo-
gous in its characteristics to capital, and, like capital,
capable of direct sale at a valuation. This is commonly
known as ¢ good-will’ or ‘connexion.” As a man is able
to increase his business, he is also able, in accordance
with the principle of the division of labour, to substitute
for 