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INTRODUCTION

Tim best Introduction to the Pr/nc/_/es of Polit/oal Ecmumzy of
$ohn Stuart Millis Mill'sown account of his economic studies. They
began at the age of thirteen; when he was approaching the end of
that unique educational proce_ enforced by the stern will of his
father, which he has described in his Autob/ofr_y for the amaze-
meat and pity of subsequent generstion_

"It was in 1819 that he took me through a complete course
of political economy. Himloved and intimate friend, Ricardo,

_t had shortly before published the book which formed so great
ct an epoch in political economy ; s book which would never have

been published or written, but for the entreaty and strong
encouragement of my father .... No didactic treatise em-
bodying its doctrines, in • mlnner fit for learners, had yet
appeared. ,My father, therefore, commenced instructing me in
the scienee by a sort of lectures, which he delivered to me in ouI
walks, He expounded each day a portion of the subject, and
I gave him next day a written account of it, which he made me
zewrite over and over again until it was clesr, precise, and
tolerably complete. In thi_ manner I went through the whole
extent of the science; and the written outline of it which resulted
from my daily cempte rendu eerved him afterward8 as notes from
whichto write lf_ Elaa_ o.f PoliticalE_zo_. After
I read Ricazdo, giving an account da_ of what I read, and
dimming.., theco.feral pointzwhichofferedth-m_lvee

la oe_ progre_
"On Money, as the meat intricate part of the subject, he

made me read in the same mannerEicardo'e edmirable pamphlets,
r_ wzitten duzin8 . ,. the Bullion controversy ; to these succeeded

Adam Smith ; and . . . it was one of my father's main objectsto make me apply to Smith's more supertieial view c'f political
economy the superior lights of Ricardo, and detect vhat was



vl INTRODU_I'ION

fallacious in Smith's arguments, or erroneous tn any of his
conclusions. Such a mode of instruction was excellently calculated
to form a thinker ; hut it required to be worked by a thinker2 as
close and vigorous as my father. The path was a thorny one,
even to him, and I am sure it was so to me, notwithstanding
the strong interest I took in the subject. He was often, and
much beyond reason, provoked by my failures in cases where
success could not have been expected ; but in the main his
method was right, and it succeeded." 1
After a year in France, during which he "passed some time in

the house of M. Say, the eminent political economist, who was a
friend and correspondent" of the elder Mi]]s he went a second
time over the same ground under the same guidance.

"When I returned (1821), my father was just finishing for
the press his Elements of PoliZical Economy, and he made me
perform an exercise on the manuscript, which Mr. Bentham
practised on all his own writings, malting what he called ' margi-
nal contents ' ; a short abstract of every paragraph, to enable
the writer more easily to judge of, and improve, the order of
the ideas, and the general character of the exposition." s
This was soon after reaching the age of fifteen. Four years

later, in 1825, he made a systematic survey of the field for the third
time. Though he was still only nineteen, he was now fully embarked
upon his career as an economist, and was contributing articles on
currency and commercial policy to the Westmittg,er Redew. Yet
when, in that year, John Mill and a number of his youthful friends
entered upon "the joint study of several of the branches of science"
which they "wished to be masters of," it was once more the work
of the elder Mill which served as the basis.

"We assembled to the number of a dozen or more. Mr.
Grote lent a room of his house in Threadncedle Street ....

We met two mornings in every week, from half-past eight till
ten, at which hour most of us were called off to our daily occupa-
tiona Ourfirstsubjectwas Political Economy. We chosesome
systematic treatise as our text-book ; my father's B/ements being
our first choice. One of us read a chapter, or some smaller
portion of the book. The discussion was then opened, and
anyone who had an objection, or other remark to make, made

Au_bioyrap?_y,i_ 27(Pop.ed.1_15).
/b/&l_ 60(Pol_ed. lZ34).

s /b/d_p. 62(Pop.ed.p. 36).
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it. Our rule was to discuss thoroughly every point raised . . .
until all who took part were satisfied with the conclusion they
had individually arrived at ; and to follow up every topic . . .
which the chapter or the conversation suggested, never leaving
ituntil we had untied every ]mot." X

The figure of James Mill has been singularly obscured by the
more attractive personality of his son. It may possibly be open to
discussion how far James Mill was a trustworthy in_rpreOer of
Ricardo. But what cannot be doubted is the extent and penetrating
character of his influence. The evidence of his son may certainly
be reliedupon:

"My father's writings and conversation drew round him a
number of young men who had already imbibed, or who imbibed
from him, a greater or smaller portion ofhisvery decided political
and philosophical opinions. The notion that Bentham was sur-
rounded by a band of disciples who received their opinions
from his lips, is a fable .... The influence which Bentham
exercised was by his writings. Through them he has produced,
and is producing, effects on the condition of mankind, wider
and deeper than any which can be attributed to my father.
He is a much greater name in history. But my father exercised
a far gFeater personal ascendency. He was sought for the
vigour and instructiveness of his conversation, and did use it
largely as an instrument for the diffusion of his opinions ....

" It was my father's opinions which gave the distinAmishing
character to the Benthamic or utilitarian propagandism of that
time. They fell singly, scattered from him, in many directions,

but they flowed from him in a continued stream principally in
three channels. One was through me, the only mind directly
formed by his instructions, and through whom considerable
influence was exercised over various young men, who became,
in their turn, propagandists. A second was through some of
the Cambridge contemporaries of Charles Austin . . . some of
the more considerable of whom afterwards sought my father's
acquaint_ce .... The third channel was that of a younger
generation of Cambridge undergraduates, contemporary...
with Eyton Tooke, who were ... introduced by him to
my father ....

" Though none of us, probably, agreed in every resl_t with

• Ib_l, p. 119 (Pop. _1. p. 68).
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my father, his opinions, as I said before, were the principal
element which gave its colour and character to the little group
o_ young men who were the first propagators of what was after-
wards called ' Philosophic Radicalism.' Their mode of thinking
was characterized by . . . a combination of Bentham's point
of view with that of the modern political economy, and with

the Hartleian metaphysics. Malthus's population principle
was quite as much a banner, and point of union among us,
as any opinion specially belonging to Bentham. This great
doctrine . . . we took up with ardent zeal, . . . as indicating
the sole means of realizing the improvability of human affairs
by securing full employment at high wages to the whole
labouring population through a voluntary restriction of the
increase of their numbers." 1

What was true of James Mill's personal influence on the entire
circle of young Philosophic Radicals and over the whole range ot
their beliefs, was peculiarly true of his influence on the economic
opinions of his son. The impress was deep and indelible. For
good or for ill,--and it is not the purpose of this Introduction
to interpose between the reader and the author and to assign
either praise or blame--John Mill's economics remained those
of his father down to the end of his life. His economics, that
is to say, in the sense of what he himself afterwards described as

"the theoretic principles," 2 or again as the " abstract and purely
scientific" s element in his writings : the whole, in fact, of the doctrine

of Distribution and Exchange in its application to competitive
conditions. After reading through the first three Books of the son's
Pri_wiples of 1848, one has but to turn to the father's Ele_
of 1821 to realize that, though on outlying portions of the field
(like the subject of Currency) John Mill had benefited by the
discussions that had been going on during the interval, the main
conclusions, as well as the methods of reasoning, are the same
in the two treatises. How much of "the deposit" of doctrine,--
if we may borrow a theological term,--came originally from
Ricardo, how much from Malthus, from Adam Smith, from the

French Physiocrats of the eighteenth century, and from the general
movement of philosophical and political thought, is a subject on
which much has been written, but on which we cannot now enter.

Autob/ocra_hy, p. 101 (Pop, ed. p. 68).
t Ib/d. p. 242 (Pop. ed. p. 139).
* lb/d. p. 247 (Pop. ed. p. 142).
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It ia sufficient for our purpose to make this one point clear : that
it was through James Mill, and, as shaped by James Mill, that it
chiefly reached his son.

Yet John Mill certainly thought, when he was writing his book

in 1848, and still more evidently when he wrote his Autobiography
in 1861, that there was a wide difference between himself and those

whom he calls, in language curiously anticipating that of our own day,
"the pofitical economists of the old school," z or "the common run
of political economists." 2 And accordingly it is essential to observe
that this difference consisted, not in any abandonment of the
,8abstract science," but in the placing of it in a new setting In
substance he kept it intact; but he sought to surround it, so to
speak, with a new environment.

To make this clear, we must return to Mill's mental history.
Though eminently retentive of early impressions, he was also, in a
very real sense, singularly open-minded ; and the work of his life
cannot be better described than in a happy phrase of his own
coinage : it was a constant effort to "build the bridges and clear the
paths" which should connect new truths with his "general system of
thought," s i.e. with his Benthamite and Ricardian starting point. Of
the influences, later than that of his father, which coloured his

thoughts, three must be singled out for notice. They may briefly
be summed up--though each name represents much besides--as
those of Coleridge, of Comte, and of his wife.

In Coleridge and in the Coleridgians--such as Maurice and
Sterling, whose acquaintance he made in 1828---he recognised the
English exponents of "the European reaction against the philo-
sophy of the eighteenth century," 4 and its Benthamite outcome.
That reaction, he came to believe, was in large measure justifiable ;
and in two celebrated articles in the Iamdon and Weaminster

Retnew in 1838 and 1840 s he sought to expound Benthamism
and Coleridgism as complementary bodies of truth. He did not,
indeed, extend this appreciation to Coleridge's economic utterances,
and compounded for the respect he paid to his pofitical philosophy
by the vivacity with which he condemned his incursions into
the more sacred field :

Polit_Z Ero_wmy. Book iv. ohap. vi. | 2.
z A_tobiography ' p. 246 (Pop. ed. p. 141).

Ibid. p. 243 (Pop. ed. p. 139).
• Ibm. p. 128 (Pop. ed. p. 73).
J P,,eprint_iin D_aer_im_ a_ D/a_. SerieaL
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In political economy he writes like an arrant driveller, and
it would have been well for his reputation had he never meddled
with the subject. But this department of knowledge can now
take care of itself." l

What Coleridge helped him to realise was, firstly, the historical
point of view in its relation to politics, and secondly, and as a
corollary, the inadequacy of/a/ssez faire.

"The Germano-coleridgian school produced.., a philo-
sophy of society in the only form in which it is yet possible, that
of a philosophy of history."

And again :

" That series of great writers and thinkers, from Herder tc
Michelet, by whom history . . . has been made a science of

causes and effects .... by making the events of the past have
a meaning and an intelligible place in the gradual evolution of
humanity, have afforded the only means of predicting and
guiding the future." s

Similarly, after pointing out that Coleridge was
_' at issue with the h_ a/one doctrine, or the theory that govern-
ments can do no better than to do nothing,"

he remarks that it was

"a doctrine generated by the manifest selfishness and incom-
petence of modem European governments, but of which, as a
general theory, we may now be permitted to say that one-half
of it is true and the other half false."

It is not wonderful that the Bentham and Coleridge articles
should " make a temporary alienation between Mill and his old
associates and plant in their minds a painful misgiving as to his
adhering to their principles," as we learn from Professor Baiu, who
became an intimate friend of Mill shortly afterwards.s As early
as 1837 Mrs. Grote had been "quite persuaded that the [London
and Westminster] Review would cease to be an engine of propagating
sound and sane doctrines on Ethics and Politics under J. M." e

But it is a little surprising, perhaps, that by 1841 Mill was
ready to describe himself in the privacy of correspondence as
having definitely withdrawn from the Benthamite school a, in

I D/_ertat/o_ and D/&-_ns, I. p. 452.
= lb_d. p. 425. • Ibid. p. 426. • /bid. p. 453.
s Alexander Bain, John 8_uartMill, A Uritlclcm : with l_reonal r_ioma

p. 56. *Ibid. p. 57 n.
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which I was brought up and in which I might almost say I wat
born." 1

The letter was that in which Mill introduced hlmRelf to Comte_
the first of a remarkable series which has only recently seen the
light. By the time he wrote it, the influence of Coleridge had been

powerfully mlpplemented by that of the French philosopher. In-
deeds with that tendency to run into extremes which was seldom
quite absent from him, Mill even declared, in addressing Comte,

that it was the impression produced as far back as 1828 by the
resding of a very early work by Comte which had "more than any
other cause determined hie definite withdrawal from the Benthamite

schooL" In his eager enthusiasm, he probably ante-dated Comte's
influence. It seems to have been the first two volumes of the

Positive Pht3osophy (of which the second appeared in 1837) that
first interested Mill at all deeply in Comte's views; though, as
we shall notice later, he had long been familiar with ideas akin to
them in the writings of the St. Simonians.

However this may have been, it is abundantly clear that during
the years 1841-3, when he was engaged in completing his
great treatise on Lo_r/c, Mill was fascinated by Comte's general
system, as set forth in the Positive Philosophy. In October, 1841,
he wrote to Baln that he thought Comte's book, in spite of
"some mistakes," was *'very near the grandest work of this age." s
In November, in the letter to Comte already quoted, he took the
initiative and wrote to the French philosopher to express his _'sym-
pathy and adhesion." "I have read and re-read your Cour8
with a veritable intellectual passion," he told him.

"I had indeed already entered into a line of thought some-
what similar to your own ; but there were many things of the
first importance which I had still to learn from you and I hope
to show you, by and by, that I have really learnt them.
There are some questions of a secondary order on which my
opinions are not in accord with yours ; some day perhaps this
difference will disappear; I am not flattering myself when I
believe that I have no ill-founded opinion eo deeply rooted as
to re'st a thorough discussion,"

such as he hoped to engage Comte in. It was tot this reason

i L L_vy-Bruhl, LeUres I_ite# de John 8turn4 Mill d Augu_
(Park, 1899), p. 2. ,W,tiring to Comte, Millnaturally employs Comte_n phxmm-oiogy, and speaks of ' ma sortie definitive de la section benthamiste de l'_cok
revolutionnaire." I Bain, J. 8. Mill. p. 63.
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that he ventured to put himself into communication with u that
one of the great minds of our time which I regard with most esteem
and admiration," and believed that their correspondence might be
"of immense value" for him. And in the first edition of his

Lo940, which appeared in 1843, he did not scruple to speak of
Comte as "the greatest living authority on scientific methods in
general." 1 Into the causes of this enthusiasm it is unnecessary
to enter. Mill was fired of Benthamism: a masterly attempt to
construct a philosophy of Science and of Humanity, which paid
attention at the same time to historical evolution and to the achieve-

ments of modem physical and biological science (a side on which
the Benthamite school had always been weak), and yet professed
to be "positive," i.e. neither theological nor metaphysical--such
an attempt had, for the time, an overmastering charm for him. The
effect of his reading of Comte on his conception of the logic of
the physical and biological sciences falls outside our present range.
What we have now to notice are Comte's views with regard to
political economy. They cannot but have shaken, at any rate for
a time, Mill's confidence that what he had learnt from his father
could "take care of itself."

Comte's ultimate object was, of coursc, the creation of "the
Social Science" or "Sociology." To-day there are almost as many
different conceptions of the scope of "sociology " as there are
eminent sociologists ; so that it is perhaps worth while to add that
Comte's ideal was a body of doctrine which should cover the life of
human society in a/| its aspects. This science could be created, he
held, only by the "positive" method--by the employment of the Art
of Observation, in its three modes, Direct Observation or Obser-

vation proper, Experiment, and Comparison. s Each of these modes
of Observation would necessarily assume a character appropriate to
the field of enquiry. As to Observation proper : while the meta-
physical school of the eighteenth century had grossly exaggerated
its dit_culties, on the other hand there was no utility in mere

collections of disconnected facts. Some eort of provisional hypo-
thesis or theory or anticipation was necessary, if only to give
direction to our enquiries. As to Experiment : direct Experiment,
as in the physical sciences, was evidently impracticable, but its
place could be taken by a consideration of "pathological" states
of eociety such as might fairly be called "indirect" Experiment.

i Cf. Bain, p. 72.
Coors de Philoao_hie Poaitlve, voL iv. (1839). pp. 4)2 a_.
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And as to Comparison : there was a form of this procedure, viz. the
comparison of" the different consecutive conditions of humanity,"-
"the historical method" in the true sense of the term,--so fruitful in

sociolo_cal enquiry as to constitute the distinguishing characteristic
of this particular branch of science.

To this social science of his vision Comte applied the distinction
he had already applied to the preliminary sciences, between the
static and the dynamic._ The difference between" the fundamental
study of the condition of e=dstence of society" and "'the study o|
the laws of its continuous movement " was so clear, in his judgment,
that he could foresee the ultimate division of Sociology into Social

Statics and Social Dynamics. But to attach, in the formative stage
of the science, any very great importance to this convenient
distribution of the subject matter would, he thought, be positively
dangerous, since it would tend to obscure "the indispensable and

permanent combination of the two points of view."
Comte's attitude towards political economy, as it was then taught

was the natural result of his views as to the proper method of creatin 8
a science of society.g As part of the general movement of revolu-
tionary thought, it had had a "provisional " function, and had
rendered a transitory service in discrediting the industrial policy of
the anc/ea r&j_te after that policy had become a mere hindrance to

progresa It had prepared the way for a sound historical analysis
by calling attention to the importance of the economic side of life.
Its practical utility, however, was by this time a thing of the past :
and it was now an actual obstacle to social advance. Like the rest of

the revolutionary philosophy, it now tended to prolong and systema-
tise social anarchy. It led people to regard the absence of all
regalating intervention in economic affairs on the part of society as
a universal dogma; and it met all the dif_culties arising out of
modern industrial changes, such as "the famous and immense
economic question of the et_ect of machinery," with "the sterile
aphorism of absolute industrial liberty." And these practical con-
sequences were but, in Comte's judgment, the consequences of its
underlying scientific defects. From this sweeping condemnation
Comte excepts Adam Smith, from whose example, according to him,
the creators of the contemporary political economy had completely
departed, t_ut of the contemporary political economy he declares
that it was fundamentally metaphysical : its creators had uo real

|/b/d. pp. 318 aeq. J /b/d. pI_ 264-79.
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understanding of the necessity and character of scientific observation.
Its "inanity" was proved by the absence in economic literature of
the real tests of all truly scientific conceptions, viz. continuity
and fecundity. Its sterile disputes on the meaning of terms such
as va/ue, and ut///ty, and Ffoduction were like the worst debates of
medieval schoolmen. And the very isolation d economics from
other fields of social enquiry which economists had sought to justify
was its decisive condemnation.

" By the nature of the subject, in social studies the various
general aspects are, quite necessarily, mutually inter-connected
and inseparable in reason, so that the one aspect can only be
adequately explained by the consideration of the others. It is
certain that the economic and industrial analysis of society can-

not be _ositively accomplished, if one leaves out all intellectual,
moral and political analysis: and therefore this irrational
separation furnishes an evident indication of the essentially
metaphysical nature of the doctrines based upon it."
Now Mill was immensely attracted, and for the time possessed,

oy Comte's general conception of the Social Science or Sociology;
and in the concluding chapters of his Lop_ he took this over
bodily, together with Comte's distinction between Social Statics and
Socml Dynamics. l Just as Comte reiscted the "metaphysical"
political philosophy of France, so Mill made clear his opinion of the
inadequacy of "the interest-philosophy of the Bentham school"
in its application to "the general theory of government." That
philosophy, as he explained, was "founded on one comprehensive
premiaq: namely, that men's actions are always determined by
their interests." But as this premiss was not true, what were really

"the mere polemics of the day," and useful enough in that capacity,
were quite erroneously "presented as the scientific treatment of a
great question." And quite in the spirit of Comte he added :

"These philosophers would have applied and did apply their

principles with innumerable allowances. But it is not allowances
that are wanted. There is little chance of making due amends

in the superstructure of a theory for the want of sutBcient breadth
in its foundations. It is unphilcsophical to construct a science out
of a few of the agencies by which the phenomena are determined,
and leave the rest to the routine of practice or the sagacity of

conjecture. We ought either not to pretend to scientific forms oz

I Mill's Log/c, book vi. chalk. 6. 1(_
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we ought _o study all the determining agencies equally s and
endeavour, as far as can be done, to include all oi them within

the pale ot the science ; else we shall infallibly bestow a dispro-
portionate attention upon those which our theory takes into
account, while we misestimate the rest and probably underrate
their importance." 1
How, then, about political economy, which Comte had criticised

in preci_ly the same spirit ? Mill was not at all disposed to throw
overboard the Ricardian economies received from his father. In

the first place, he maintained that a distinction could be drawn
between the "_ra/Science of Society" or "ge_era_ Sociology"
and" the separate compartments of the science, each of which asserts
its conclusions only conditionally, subject to the paramount control
of the laws of the general science." The ground for this contention
he sets forth thus :

"Notwithstanding the universal _ensus of the mocial

phenomena, whereby nothing which takes place in any part of
the operationm of society is without its share of influence on every
other part; and notwithstanding the paramount ascendency
which the general state of civilisation and social progress in any
given society must hence exercise over the partial and subordinate
phenomena ; it is not the less true that _iflerent species of social
facts axe in the main dependent, immediately and in the first
resort, on different kinds of causes ; and therefore not only may
with advantage, but must, be studied apart....

"There is, for ezamp/e, one large class of mocial phenomena of
which the immediately determining causes are principally those
which act through the desire of wealth; and in which the
psychological law mainly concerned is the familiar one that a
greater gain is preferred to the smaller . . . A science may be
thus constructed which has received the name of Political

Economy." 2
In spite of the "for example" with which political economy

is introduced, it is clear that the generalisation was formulated
for the sake of that one subject, subject to a qualification to be
shortly mentione(L

"I would not here undertake to decide what other hypo-
thetical or abstract sciences, similar to Political Economy, may

admit of being carved out of the general body of the social science;

rdd. if. 1_472 (ed, $ ). /b/& if. pp. 480-1.
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what other portions of the social phenomena are in a sufficiently
close and complete dependence, in the first resort, on a particular
class of causes, to make it convenient to create a preliminary
science of those causes; postponing the consideration of the
causes which act through them or in ooncurtenee with them
to a later period of the enquiry." 1
But Mill was not content with this "departmental" view, taken

by itself : he proceeded to build two further "bridges" between his
new and his old opinions. In an essay, written for the most part in
1830, and published in the London and Westminster Review in 1836)
Mill had laid down with the utmost stringency that the only method
appropriate to political economy, i.e. to the Rieardian economics,
was the a _t/ori or deductive one. Between this and the method of
Observation recommended by Comte it might have been thought
that there was a sufficiently wide gulf. But Mill now proceeded to
describe "the historical method,'--whereby "general" Sociology
was to be built up according to Comte and himself alike,--in such
terms as permitted him to designate even that a" Deductive Method,"
though indeed an "Inverse Deductive Method." Thus the evident
contrast in method wM softened down into the difference simply
between " direct" and "inverse" deduction)

The other bridge was to be a new science, or couple of sciences,
to be created. Mill explained at length in his Log_ that

there was need of what he denominated " Ethology " or a Science
of CharacterA Built upon this, there ought to be a Politico_
Ethology, or "a theory of the causes which determine the type
of character belonging to a people or to an age." _ The bearing
of Political Ethology on Political Economy is thus summarily
indicated :

" The most imperfect part of those branches of social enquiry
which have been cultivated as separate sciences is the theory
of the manner in which their conclusions are at_ected by ethological
eonsideration_ The omission is no defect in them as abstract

or hypothetical sciences, but it vitiates them in their practical
application as branches of a comprehensive social science. In

political economy, for instance, empirical laws of human nature
are tacitly assumed by English thinkers, which are calculated
only for Great Britain and the United State_ Among other

I Mill's Log/c, ii. p. 486.
I Reprinted in Essays on $o_ U_ettled Qu_tions of Po//t/c_dEcon_y (1844),
s Logtc, iL pp. 476--7. 4 Ibut. _ 1_441. ' Ibid. ii. p. 486.
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things an intensity of competition is constantly supposed,
which, as a general mercantile fact, exists in no country in the
world except those two. An English political economist . . . has
leldom learned that it is possible that men, in conducting the
btudnem of selling their goods over the counter, should care
more about their ease or their vanity than about their pecuniary
gain." 1
In spite once more of the introductory "for instance," it is clear

that it is only political economy that Mill has in his mind ; and it
is primarily to remedy/t8 "imperfections " that Political Ethology
is to be created. Political Ethology, like Ethology itself, Mill
conceived of as directly deductive in its character.

It is no part of my task to criticise either Mill or Comte : all I
am seeking to do is to make clear the intellectual relations between
them. And whether, in particular, a Science of National CharacteI

is possible, and, if possible, on what sort of lines it may be con-
structed, I "would not here undertake to decide." I go on now
to the purely biographical facts,--which need the more emphasis
because they have dropt altogether out of the Autob_aphy,--
that Mill took this project of creating an Ethology very seriously ;
that "with parental fondness he cherished this subject for a con-
aiderable time "; s and that he &opt it because he could not make
anything of it. s

It was in this mood of recoil that he began to think of composing
"a special treatise on political economy, analogous to that of
Adam Smith." Writing to Comte in April, 1844, he remarked that
for him " this would only be the work of a few months." s Some
particulars as to the actual period of composition are furnished by
the Autobio_aphy. i

" The Political Economy was far more rapidly executed
than the Log/o, or indeed than anything of importance which
I had previously written. It was commenced in the autumn of
1845, and was ready for the press before the end of 1847. In

period of little more than two years there was an interval
of six months during which the work was laid aside, while
I was writing articles in the Mornin# Chronicle . . . urging
the formation of peasant properties on the waste lands of

IIbid.ii.p.487. sBain,pp.78-9.
sBesidesBain'saccount,Mill'sletterstoComte,printedby1.6vy-Bmhl,

pp.260,285,areofinterest.
4Ldvy-Bruhl,p.308. ip.236(PoI_ed.p.135).
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Ireland. This was during the period of the Famine, the wint_
of 1846-47."

After what we have seen of his mental history, it is easy to
anticipate that Mill would no longer be satisfied with the kind o|
tzeatment that economics had received at the hands of his father,

or in subsequent years of McCu]]och or Senior. The "principles"
of abstract political economy, as he had inherited them: he enter-
tained no sort of doubt about. As has been well said, within that
field "Mill speaks as one expounding an established system." z
As late as 1844 he had reprinted in the thin volume entitled
Some U_ett_ed Que_i_s of Political Economy his old essay
on Method, and had expressed his complete satisfaction, within
its range, with the science as it was to be found "in the
writings of its best teachers." g But he was bound to put this
science into some sort of relation with that general Social Science
or Philosophy, of which he had gained or solidified, his notion from
the reading of Comte. Accordingly, he gave to his book the title:
"Principles of Political Economy, toith some of their ApplicaZiona
to Soci_ Philosophy." And he hlm_l/spoke of the work in later
yearn in the following terms :

" It was, from the first, continually cited and referred to as

an authority, because it was not a book merely of abstract
science, but also of application, and treated Political Economy
not as a thing by itself, but as a fragment of a greater whole ;
a branch of Social Philosophy, so interlinked with all the other
branches, that its conclusions, even in its own peculiar province,
are only true conditionally, subject to interference and counter-
action from causes not directed within its scope : while to the
character of a practical guide it has no pretension, apart from
other classesof considerations."s

It must be left to the reader to judge how far this" application"
was successful,--how far, indeed, the nature of the abstract science
lent itself to application. But the character of the undertaking
will be rendered clearer by noticing certain of its characteristic&

Ethology, as we have seen, had receded from Mill's mind. But
the thoughts which had given rise to the project have left their
_race6 in the chapter on "Competition and Custom." 6 Here

z _lie Stephen, The English Utilitwrians, ft. |6L
• U_./ed _e_/o_, I_ 149.
• Autobiofraphy, p. 236 (Pop. ed. Ix 1_,
• Beok ii. ehalx 4.
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Custom is placed side by side with Competition as the other agency
determining the division of produce under the rule of private
property. It is pointed out not only that Competition is a com_
paratively modern phenomenon, so that, until recently, rents, for
instance, were ruled by custom, but also that " even in the
present state of intense competition" its influence is not so absolute
as is often supposed : there are very often two prices in the same
market. He asserts that

"political economist8 generally, and English political econo-
mists above others, are accustomed to lay almost exclusive
stress upon the first of these agencies ; to exaggerate the effect
of competition, and take into little account the other and con-
ilicting principle. They are apt to express themselves as if
they thought that competition actually does, in all cases, what-
ever it can be shown to be the tendency of competition to do."

The language in which he goes on to formulate an explanation and
relative justification of their practice is of the utmost significance.

" This is partly intelligible, if we consider that only through
the principle of competition has political economy any pretension
to the character of a science. So far as rents, profits, wages,
prices, are determined by competition, laws may be assigned
for them. Assume competition to be their exclusive regulator,
and principles of broad generality and scientific precision may
be laid down, according to which they will be regulated. The
political economist justly deems this his proper business : and
as an abstract or hypothetical science, political economy cannot
be required to do anything more."
But, as the ascription to Competition of an unlimited sway is, as a

matter of fact, "a great misconception of the actual cause of human
affairs."

"to escape error, we ought, in applying the conclusions ot

political economy to the actual affairs of life, to consider not
only what will happen supposing the maximum of competition,
but how far the result will be affected if competition falls short
of the maximum."

After this it might perhaps be expected that Mill would himself
embark on a quantitative estimate of the extent of the divergence
ef the" laws" of" the science" from the facts of life. But certainly
no such attempt is made within the covers of his treatise--and he
makes it clear that the application of his warning is to be left to
the reader :
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" These observations must be received as a general correction,
to be applied whenever relevant, whether expressly mentioned
or not, to the conclusions contained in the subsequent portions
of this treatise. Our reasonings must, in general, proceed as
if the known and natural effects of competition were actually
produced by it."
To discuss the conception of "science" and its relation to

" law " which underlies such passages; to compare it with that
implied by Mill elsewhere ; or to enter into the question whether a
systematic ascertainment and grouping of actual facts, guided by
the ordinary rules of evidence, might not deserve to be called
" scientific," even if it did not result in " law "--would take us

too far afield. By confining, as he did, the term " science " to the
abstract argument, and by leaving the determination of its relation
to actual conditions to what he himself in another connexion calls

" the sagacity of conjecture," Mill undoubtedly exercised a pro-
found influence on the subsequent character of economic writing
in England.

Another result, in the Po/itica/ Economy, of the preceding
phase of Mill's social speculation, is to be found in the distinction
between Statics and Dynamics which he now introduces into
economics itself. 1 In the Logic, as we have noticed, this
distinction was applied, following Comte, only to the general
Sociology which was to be created by "the historical method."
But the general Sociology being indefinitely postponed, because

the Ethology which in Mill's judgment was its necessary foun-
dation was not forthcoming, it seemed proper to employ the
distinction in the " preliminary " science, and to add in the
Political Economy itself a "theory of motion" to the " theory of
equilibrium." Thus employed, however, the distinction becomes
something very different from what Comte had intended. Almost
the whole of Mill's Book IV on the Progress of Society consists of s
highly theoretical and abstract argument as to the ef[ect on Prices,

Rents, Profits, and Wages, _ithin a competitive society of the present
type, of the progress of population, capital, and the arts of production,
in various combinations. Much of the substance of these arguments
was derived from Ricardo or his school ; and the whole discussion,
even when Mill takes an independent line of his own, moves within
the Ricardian atmosphere. This statement of fact does not neces-
sarily imply condemnation. It is made only to clear Mill's use of

Book iv. char. L
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the terms "static"and "dynamic" inhis PoliticalEconomy from

the ambiguity which hisown previoususe el the term inrelation

to generalSociologymight cause to clingto it. And we must
exceptthe lastchapterof the Book, dealingwith "the Probable

Futurity of the Working Classes,"which is a prophecy of the

ultimatevictoryofCo-operation,and has littleor no connexion

withwhat goesbefore.

And now we come finallyto what Millhimselfregardedasthe

distinguishingcharacteristicofhiswork ; and with itwe reachthe
thirdoftheinfluencesthataffectedthe movement ofhismind after

hisearlyeducation. I refer,of course,to the distinctionwhich
Milldrew between the laws of the Production and those of the

Distributionof wealth.1 With the formal statement in the

Principlemay be compared the passage in the Autobio_raphy,_

where Mill giv_ an account of the influenceof Mrs. Taylor

_who became his wife in April,1851):

" The purelyscientificpart of the PoliticalEconomy I did

not learnfrom her ; but itwas chieflyherinfluencethatgave to

thebook thatgeneraltoneby which itisdistinguishedfrom all

previousexpositionsof politicaleconomy that had any pre-

tensionto being scientific.... Thistone consistedchieflyin
making the properdistinctionbetween the laws ofthe Produc-

tion of wealth--whichare reallaws of nature,dependent on

the propertiesof objects---andthe modes of itsDistribution,

which, subjectto certainconditions,depend on human will.

The common run of politicaleconomistsconfusethesetogether,

under the designationof economic laws, which they deem

incapable of being defeated or modified by human effort;

ascribingthe same necessityto things dependent on the
unchangeableconditionsof our earthlyexistence,and tothose

which, being but the necessaryconsequencesof particular

socialarrangements,are merelyco-extensivewith these: given
certaininstitutionsand customs, wages, profits,and rent

willbe determinedby certaincauses; but thisclassofpolitical

economistsdrop the indispensablepresupposition,and argue

that thesecausesmust,by an inherentnecessity,againstwhich
no human means can avail,determine the shareswhich fall,in

thedivisionoftheproduce,tolabourers,capitalists,and landlords.

I See the concluding par_grapha in the Prellminary Remarks, _nd booz ii.
eh&p.i. § I.

s p.246(Pop. ed. p. 141}_
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The Princ_ple_ of Politir_ Economy yielded to none of it_
predecessors in aiming at the scientific appreciation of the action
of these causes, under the conditions which they presuppose ; but
it set the example of not treating those conditions as final. The
economic generalizations which depend not on necessities of
nature but on those combined with the existing arrangements of
society, it deals with only as provisional, and as liable to be much
altered by the progress of social improvement. I had indeed
partially learnt this view of things from the thoughts awakened
in me by the speculations of the St. Simonians ; but it was made
a living principle pervading and animating the book by my wife's
promptings."
It would be interesting, had I space, to try to distinguish the

various currents of thought which converged at this time upon
Mill and his wife. They were both people of warm hearts and
generous sympathies ; and the one most important fact about Mill's
Princii_l_s , besides its being the work of the son of his father,
is that it was published in the great year 1848. Mill's personal
friendship with Carlyle and Maurice in England, his keen interest
for years in St. Simonism and all the other early phases of French
"socialism," sufficiently disposed hlm_ if he wore the old political
economy at all, to wear it "with a difference." I do not propose to
add one more to the numerous arguments as to the validity of the
distinction between the laws of Production and the modes of
Distribution. But I should like to comment on one word which

was constantly in Mill's mouth in this connexion--and that is the
word "provisional " ; a word which, according to his own account,
he had picked up from Austin. 1 He used it twice in the letter to
Comte announcing his intention to write an economic treatise :

"I know your opinion of the political economy of the
day: I have a better opinion of it than you have; but, if I
write anything on the subject, it will be never losing out of sight
the purely provisional character of all its concrete conclusions ;
and l shall take special pains to separate the general laws of
Production, which are necessarily common to all industrial

societies, from the principles of the Distribution and Exchange
of wealth, which necessarily presuppose a particular state o{

society, without implying that this sta_ should, or even can,
indefinitely continue .... I believe that such a treatise might

have, especially in England, great provisional utility, and tha_

I Au_oC_l_y ' p. 234 (Pop. e¢l.p. 134}.
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it will grestly help the positive 6pirit to make it. way into
politicsl discussions." 1
Then followed a curious interchange of letters. Comte t_plied

politely that he was glad to learn of Mill's project, and that he did
not doubt that it would be very useful, by contributing to the
spread of the positive spirit.

"Although an economic analysis, properly so called, ought not,
in my opinion, to be finally conceived of or undertaken apart
from the general body of sociolo_cal ,malysis, both static and
dynamic, yet I have never refused to recognise the provisional
e_eacy of this kind of present-day metaphysics." J
Mill wrote in return that he was pleased to get Comte's approba-

tion, since he was afraid Comte might have thought his project
"essentially anti-sc/entilic ";

"and so it would really be if I did not take the greatest
possible care to establish the purely provisional character of
any doctrine on industrial phenomena which leavee out of sight
the general movement of humanity." s

Comte once more replied that he thought Mill's project a happy
one.

"When regarded as having the purely preliminary purpose
and provisional office that are assigned to it by a general
historical view, political economy loses its principal dangers
and may become very useful."
it is suf_ciently apparent that the correspondents are at cross

purposes. By "provisional" Comte means umil a positit_ 8_iol_y
be _ ; Mill means so /oz_ga_ O_ _'e_en_ sys_m of prira_e

property hLs_. Until the present social system should be funds-
mentally changed, Millclearly regarded the Ricardian economics as
so far applicable to existing conditions as to call for no substantiaJ
revision in method or conclusions. And by this attitude,--by
deferring any breach with Ricardian political economy to a time
comparable in the minds of men less ardent than himself to the Greek
Kalends,---he certainly strengthened its hold over many of his
readers.

Since Mill's time there has been a v_t amount of economic

z April3, 1844. TranslatedfromtheFrenchtext in L6vy-Bru_ p. 30_.
s May 1, 1844. Ibid. p. 314. The ori_d_ Prench eho_4 be eor_lted4

It _ impoulblain a treere_leringt_ give a_lt&e_e, _t _heo_,iu_
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writing. The German Historiea] School has come into existence_
and haa reached a high point of achievement in the treatise o|
Gustav Schmoller On the other hand, other bodies oi theory

have made their appearance, quite as abstract as the Ricardian
" which they reject : and here the names ot Jevons and Menger stand

out above the rest. An equally abstract Socialist doctrine, the
creation largely of Marx, has meantime waxed and waned. But
Mill's Pr/ndp/es will long continue to be read and will deserve
to be read. It represents an interesting phase in the intellectual
history of the nineteenth century. But its merit is more than
historical It is still one of the most stimulating books that can
be put into the hands of students, if they are cautioned at the outset
against regarding it as necesearily final in all its parts. On some
topics there is still, in my opinion,nothing better in the English
language; on others Mill's treatment is still the best point of de-
parture for further enquiry. Whatever its faults, few or many, it
is a great treatise, conceived and executed on a lofl_/ plane, and
breathing a noble spirit. Mill_ecially when we penetrate beneath
the magisterial flow of his final text, as we are now enabled to do by
the record in this edition of his varying moods--is a very human
personality. The reader of to-day is not likely to come to him in too
receptive a spirit; and for a long time there will be much that even
those who most differ from him will still he able to learn from hh

pagea

It remains now to describe the character of the present edition.
The text is that of the seventh edition (1871), the last revised

by Mill; and it is hoped that the occasional but misleading
misprints which had crept into it have now all been corrected. It
has not seemed desirable to add anything in the way of editorial
comment. But in the one case where Mill himself publicly abandoned
an important doctrine of his Pr/ndp/es,--that of the Wages Fund
--it has seemed proper to give an excerpt from his later writinge in
the Appendix. And the same plan has been pursued with regard
to Mill's latest views on Socialism. I have also appended a series
of references to the chief writers who have dealt with the main

topics oi Mill's treatise, especially those of a controversial nature,
since his time. That I have altogether escaped the influence ot
personal bias in this selection I can hardly hope. H the references
under any head should seem ecanty or one-slded, it should be berne
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in mind that they are intended to include only those outstanding
works whose value is generally recognised by all ierions economists,
and that the choice is ]imlted in the main to the books that are easily
accessible to the English-reading public.

The characteristic feature, however, of _ edition is the in-
dication in the notes of all the significant changes or additions made
by Mill in the course of the six editiona revised by himself. The
dates of these editions, after the first in 1848, were 1849, 1852,
1857, 1862, 1865, and 1871. In every one of these Mill made note-

worthy alterations. Rewriting, or the addition of whole sections
or paragraphs, takes place chiefly in the earlier editions ; but even
in the last, that of 1871, the "few verbal corrections" of which

Mill speaks in his Preface were sufficient, in more passages than one,
to give a different complexion to the argument. My attention was
called to this interesting feature in the history of the Prinvi_le_
by Miss M. A. Ellis' article in the Econam/c Journa/ for June,
1906 ; and it seemed to me that the interest of students would be
aroused by a record of the variations. Accordingly I have com-
pared the first and the seventh edition page by page and paragraph
by paragraph ; and where any stri_ng divergence has shown itself,
I have looked up the earlier editions and ascertained the date of itt
first appearance. This has proved an unexpectedly toilsome business,
even with the assistance of the notes that Miss Ellis has been good
enough to put at my disposal; and I cannot feel quite sure that
nothing has escaped my eye that ought to he noted. Mere changes
of language for the sake of improving the style I have disregarded,
though I have erred rather in the direction of including than of
excluding every apparent indication of change of opinion or even of
mood. All editorial notes are placed within square brackets ; and
I have added, and marked in the same way, the dates of all Mill's
own foot-notes subsequent to the first edition. As Mill's revision
of the text_ though considerable, was rather fragmentary, his time-
references are occasionally a little bewildering: a "now " in his
text may mean any time between 1848 and 1871. In every case
where it seemed necessary to ascertain and to remind the reader of
the time when a particular sentence was written, I have inserted
the date in the text in square bracketa

Mill's punctuation is not quite so preponderatingly grammatical
as punctuation has dnce become. As in all the books of the

middle of last century, it is also largely rhetorical The printers had
already, during the course of six editions, occasionally used their
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discretion and dropt out a misleading comma. I have ventured to
carry the process just a little further, and to strike out a few rhetorical
commas that seemed to intedere with the easy understandin_ of the
text. The Index has been prepared by Miss M. A. Ellis.

I must express my thanks to the proprietors of the Fortniglray
for allowing me to make use of Mill's posthumous articl_

and to Mr. Hugh Elliot for permitting me to refer to the Leaerm
ofMillwhichheisnow editing.

W. J.ASHLEY.

F_DGBASTOIq,
8e_tember,1909,



PREFACE

[1848]

TEE appearance of a treatise like the present, on a subject on which
so many works of merit already exist, may be thought to require
some explanation.

It might, perhaps, be sufficient to say, that no existing treatise
on Political Economy contains the latest improvements which have
been made in the theory of the subject. Many new ideas, and new
applications of ideas, have been elicited by the discussions of the
last few years, especially those on Currency, on Foreign Trade, and
on the important topics connected more or lees intimately with
Colonization: and there seems reason that the field of Political

Economy should be re-surveyed in its whole extent, if only for the
purpose of incorporating the results of these speculations, and
bringing them into harmony with the principles pr_vionsly laid
down by the best thinkers on the subject.

To supply, however, these deficiencies in former tTeatises bearing
a similar title, is not the sole, or even the principal obiect which the
author has in view. The design of the book is different from that
of any treatise on Political Economy which has been produced in
England since the work of Adam Smith.

The most characteristic quality of that work, and the one in
which it most di_ers from some others which have equalled or even
surpassed it as mere expositions of the general principles of the
aubject, is that it invariably associates the principles with their
applications. This of itself implies a much wider range of ideas
and of topics than are included in Political Economy, considered
as a branch of aimtract speculation. For practical purposes,
Political Economy is inseparably intertwined with many other
branches of Social Philosophy. Except on matters of mere detail,
there are perhaps no practical questions, even among thr_e which
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approach nearest to the character of purely economical questions,
which admit d being decided on economical premises alone. And
it is because Adam Smith never loses sight of this truth ; because,
in his applications of Political Economy, he perpetually appeals to
other and often far larger considerations than pure Political Economy
affords--that he gives that well-grounded feeling of command over
the principles of the subject for purposes of practice, owing to which
the Wealth of Nations, alone among treatis_ on Political Economy
has not only been popular with general readers, but has impressed
itself strongly on the minds of men of the world and of legislators.

It appears to the present writer that a work Rimi|ar in its object
and general conception to that of Adam Smith, but adapted to the
more extended knowledge and improved ideas of the present age,
is the kind of contribution which Political Economy at present
requires. The Wealth of Nations is in many parts obsolete,
and in all, imperfect. Political Economy, properly so called, has
grown up almost from infancy since the time of Adam Smith ; and
the philosophy of society, from which practically that eminent
thinker never separated his more peculiar theme, though still in a
very early stage of its progress, has advanced many steps beyond
the point at which he left it. No attempt, however, has yet been
_ade to combine his practical mode of treating his subiect with
the increased knowledge since acquired of its theory, or to exhibit
the economical phenomena of society in the relation in which they
stand to the best social ideas of the present time, as he did, with
such admirable success, in reference to the philosophy of his century.

Such is the idea which the writer of the present work has kept
before him. To succeed even partially in rea]izlng it, would be a
sufficiently useful achievement, to induce him to incur willingly all
the chances of failure. It is requisite, however, to add, that although
his object is practical, and, as far as the nature of the subject admits,
popular, he has not attempted to purchase either of those advantages
by the sacrifice of strict scientific reasoning. Though he desires
that his treatise should be more than a mere exposition of the
abstract doctrines of Political Economy, he is also desirous that
such an exposition should be found in it3

' [The original P_faoe rem_insd unohsu_ed throughout the subsequent
editions. But each of the later editions duringthe author's lifetime oontained
an addition peculiar to itself, either s new p_ra_n_ph subjoined to the
original preface or a further preface. Throe axe reprinted in the Immm|
.ditt_]
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[ADDITION TO _ P_rAC_. IN TSS SZco_ EDITIONj 1849]

The additions and alterations in the present edition are generally
of tittle moment ; but the increased importance which the Socialist

controversy has assumed since this work was written has made it
desirable to enlarge the chapter which treats of it ; the more so, as
the objections therein stated to the specific schemes propounded
by some Socialists have been erroneously understood as a general
condemnation of all that is commonly included under that name.
A full appreciation of Socialism, and of the questions which it raisesj
can only be advantageously attempted in a separate work.

I_rACZ TO _ THUD EDITION [JuLY, 1852]

The present edition has been revised throughout, and several
chapters either materially added to or entirely re-cast. Among
these may be mentioned that on the "Means of abolishing Cottier
Tenantry," the suggestions contained in which had reference
exclusively to Ireland, and to Ireland in a condition which has been
much modified by subsequent event& An addition has been made
to the theory of International Values laid down in the eighteenth
chapter el the Third Book.

The chapter on Property has been almeet entirely re-written.
I was far from intending that the statement which it contained of the
objections to the best known Socialist schemes should be under-
stood as a condemnation of Socialism, regarded as an ultimate
result of human progress. The only objection to which any great
importance will be found to be attached in the present edition is
the unprepared state of mankind in general, and of the labouring
classes in particular ; their extreme unfitness at present for any
order of things, which would make any considerable demand on
either their intellect or their virtue. It appears to me that the
great end of social improvement should be to fit manlrlnd by culti-
vation for a state of society combining the greatest personal freedom
with that just distribution of the fruits of labour which the present
laws of property do not profess to aim at. Whether, when this
state of mental and moral cultivation shall be attained, individual

property in some form (though a form very remote from the present)
or community of ownership in the instrument8 of production and
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a regulated division of the produce will afford the circumstaneee
most favourable to happiness, and best calculated to bring human
nature to its greatest perfection, is a question which must be left,
as it safely may, to the people of that time to decide. Those of the
present are not competent to decide it.

The chapter on the " Futurity of the Labouring Classes" has
been enriched with the results of the experience afforded, since this
work was first published, by the co-operative assoc_tions in France.
That important experience shows that the time is ripe for a larger
and more rapid extension of association among labourers than
could have been successfully attempted before the calumniated
democratic movements in Europe, which, though for the present

put down by the pressure of brute force, have scattered widely the
seeds of future improvement. I have endeavoured to designate
more clearly the tendency of the social transformation, of which
these associations are the initial step; and at the same time to

disconnect the co-operative cause from the exaggerated or altogether
mistaken declamations against competition, so largely indulged in
by its supporters.

[ADDITION TO THE PREFACE IN THE FOURTH EDITION, 1857]

The present edition (the fourth) has been revised throughout,
and some additional explanations inserted where they appeared to
be necessary. The chapters to which most has been added are
those on the Influence of Credit on Prices, and on the Regulation
of a Convertible Paper Currency.

[ADDITION TO THE PREFACE IN THE FIFTH EDmON, 1862]

The present fifth edition has been revised throughout, and the
facts, on several subjects, brought down to a later date than in the
former editions. Additional arguments and illustrations have been

inserted where they seemed necessary, but not in general at any
considerable length.

[ADDITION TO THE PlU_FACe IN THE SIXTH EDITION, 1865]

The present, like all previous editions, has been revised through-
out, and sdditionaI explanations, or snswers to new objections,
have been inserted where they seemed necessary ; but not, iv
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general, to any considerable length. The chapter in which the
greatest addition has been made is that on the Rate of Interest;
and for most of the new matter there introduced, as well as for

many minor improvements, I am indebted to the suggestions and
criticisms of my friend Professor Cairnes, one of the most scientific
of living political economists.

[ADDITIOI_ TO am_ PREFACZ II_ "THE PEOPLe'S EVlTmN," 1865]

The present edition is an exact transcript from the sixth, except
that all extracts and most phrases in foreign languages have been
translated into English, and a very small number of quotations, or
parts of quotations, which appeared superfluous, have been struck
out.1 A reprint ot an old controversy with the Quarterly Review
on the condition of landed property in France, which had been
subjoined as an Appendix, has been dispensed with._

PREI_ACETO THE SEV]ZNTIi EDITION [1871] *

The present edition, with the exception of a few verbal eorrec.
tions, s corresponds exactly with the last Library Edition and with
the People's Edition. Since the publication of these, there has been
some instructive discussion on the theory of Demand and Supply,
and on the influence of Strikes and Trades Unions on wages, by
which additional light has been thrown on these subjects ; but the
results, in the author's opinion, are not yet ripe for incorporation
in a general treatise on Political Economy.t For an analogous
reason, all notice of the alteration made in the Land Laws of Ireland

by the recent Act, is deferred until experience shall have had time to
pronounce on the operation of that well-meant attempt to deal with
the greatest practical evil in the economic institutions of that country.

i [The English translations in the People's edition have similarly been
substituted for the originala in this, Students', edition, but noneof the quotations
have been omitted.]

I [This example hM been followed in the present, Students', edition.]
• The last in the author's lifetime; laud to the _ub_quent eighth and

minth Library ecUtions_
• [See, however, pp. 934, 936,]

The preaent state of the discu_ion m_y be learnt from a review (by
the author) of Mr. Thornton's work " On Labour," in the Fortniclhtty
Rev_ets of May and June, 1869, and from Mr. Thorntou's reply to that
review in the second edition of his very inmtruotiveboo]L [See Appendix 0
T_ WaCa Yu_ Do_ne.]
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PRINCIPLES
OF

POLITICAL ECONOMY

PRELIMINARY REMARKS

IN every department of human affairs, Practice tong precedes
Science : systematic enquiry into the modes of action of the powers
of nature IS the tardy product of a long course of efforts to use
those powers for practical ends. The conception, accordingly,
of Political Economy as a branch of ecience is extremely modern ;
but the subject with which its enquiries are conversant has in all
ages necessarily constituted one of the chief practical interests of
mankind, and, in some, a most unduly engrossing one.

That subject is Wealth. Writers on Political Economy profess
to teach, or to investigate, the nature of Wealth, and the laws of its
production and distribution: including, directly or remotely, the
operation of all the causes by which the condition of mankind, or of
any society of human beings, in respect to this universal object of
human desire, is made prosperous or the reverse. Not that any
treatise on Political Economy can discuss or even enumerate all
these causes ; but it undertakes to set forth as much as is known

QI the laws and principles according to which they operate.
Every one has a notion, sufficiently correct for common purposes,

of what is meant by wealth. The enquiries which relate to it are
in no danger of being confounded with those relating to an)t othe[
of the great human interests. All know that it is one thing to be
rich, another thing to be enlightened, brave, or humane ; that the
questions how a nation is made wealthy, and how it is made free,
or virtuous, or eminent in literature, in the fine arts, in arm_s, or in

polity, are totally distinct enquiries. Those things, indeed_ are all
B
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indirectly connected, and react upon one another. A people hat
sometimes become free, because it had first grown wealthy; or
wealthy, because it had first become free. The creed and laws
of a people act powerfully upon their economical condition; and
this again, by its influence on their mental development and social
relations, reacts upon their creed and laws. But though the sub-
jects are in very close contact, they are essentially different, and
have never been supposed to be otherwise.

It is no part of the design of this treatise to aim at metaphysical
nicety of definition, where the ideas suggested by a term are already
as determinate as practical purposes require. But, little as it
might be expected that any mischievous confusion of ideas could take
place on a subject so simple as the question, what is to be considered
as wealth, it is matter of history, that such confusion of ideas has
existed--that theorists and practical politicians have been equally
and at one period uaiversally, infected by it, and that for many
generations it gave a thoroughly false direction to the policy
of Europe. I refer to the set of doctrines designated, since
the time of Adam Smith, by the appellation of the Mercantile
System.

While this system prevailed, it was assumed, either expressly
or tacitly, in the whole policy of nations, that wealth consisted
solely of money ; or of the precious metals, which, when not already
in the state of money, are capable of being directly converted into
it. According to the doctrines then prevalent, whatever tended
to heap up money or bullion in a country added to its wealth. What-
ever sent the precious metals out of a country impoverished it.
If a country possessed no gold or silver mines, the only industry
by which it could be enriched was foreign trade, being the only one
which could bring in money. Any branch of trade which was
supposed to send out more money than it brought in, however
ample and valuable might be the returns in another shape, was
looked upon as a losing trade. Exportation of goods was favoured
and encouraged (even by means extremely onerous to the real
resources of the country), because, the exported goods being stipu-
lated to be paid for in money, it was hoped that the returns would
actually be made in gold and silver. Importation of anything,
other than the precious metals, was regarded as a loss to the nation
of the whole price of the things imported ; unless they were brought
in to be re-exported at a profit, or unless, being the materials or
instrumel_ts of some industry practised in the country itgelf, they



PRELIMINARY REMARKS |

gave the power of producing exportable articles at smaller cost_
and thereby effecting a larger exportation. The commerce of the
world was looked upon as a struggle among nations, which could
draw to itself the largest share of the gold and silver in existence ;
and in this competition no nation could gain anything, except by
making others lose as much, or, at the least, preventing them from
gaining it.

It often happens that the universal behef of one age of mankind--

a belief from which no one was, nor, without an extraordinary
effort of genius and courage, could at that time be free--becomes

to a subsequent age so palpable an absurdity, that the only difficulty
then is to imagine how such a thing can ever have appeared credible.
It has so happened with the doctrine that money is synonymous
with wealth. The conceit seems too preposterous to be thought of as
a serious opinion. It looks like one of the crude fancies of childhood,

instantly corrected by a word from any grown person. But let no
one feel confident that he would have escaped the delusion if he
had lived at the time when it prevailed. All the associations en-
gendered by common hie, and by the ordinary course of business,
concurred in promoting it. So long as those associations were the
only medium through which the subject was looked at, what we
now think so gross an absurdity seemed a truism. Once questioned,

indeed, it was doomed ; but no one was hkely to think of questioning
it whose mind had not become familiar with certain modes of stating
and of contemplating economical phenomena, which have only
found their way into the general understanding through the influence
of Adam Smith and of his expositors.

In common discourse, wealth is always expressed in money.
If you ask how rich a person is, you are answered that he has so

many thousand pounds. All income and expenditure, all gains
and losses, everything by which one becomes richer or poorer, are
reckoned as the coming in or going out of so much money. It is
true that in the inventory of a person's fortune are included, not
only the money in his actual possession, or due to him, but all other
articles of value. These, however, enter, not in their own character,
but in virtue of the sums of money which they would sell _br;
and if they would sell for less, their owner is reputed less rich, though
the things themselves are precisely the same. It is true. also, that

people do not grow rich by keeping their money unused, and that
they must be willing to spend in order to gain. Those who enrich
themselves by commerce, do so by giving money for goods as well
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as goods for money ; and the first is as necessary a part of the procem
as the last. But a person who buys goods for purposes of gain,
does so to sell them again for money, and in the expectation of
receiving more money than he laid out: to get money, therefore,
seems even to the person himself the ultimate end of the whole. It
often happens that he is not paid in money, but in something else ;
having bought goods to a value equivalent, which are set off against
those he sold. But he accepted these at a money valuation, and in
the belief that they would bring in more money eventually than
the price at which they were made over to him. A dealer doing
a large amount of business, and turning over his capital rapidly,
has but a small portion of it in ready money at any one time. But
he only feels it valuable to him as it is convertible into money:
he considers no transaction closed until the net result is either

paid or credited in money: when he retires from business it is
into money that he converts the whole, and not until then does he
deem himself to have realized his gains : just as if money were the
only wealth, and money's worth were only the means of attaining it.
If it be now asked for what end money is desirable, unless to supply
the wants or pleasures of oneself or others, the champion of th_
system would not be at all embarrassed by the question. True, he
would say, these are the uses of wealth, and very laudable uses while
confined to domestic commodities, because in that case, by exactly
the amount which you expend, you enrich others of your countrymen.
Spend your wealth, if you please, in whatever indulgences you have
a taste for; but your wealth is not the indulgences, it is the sum
of money, or the annual money income, with which you purchase
them.

While there were so many things to render the assumption
which is the basis of the mercantile system plausible, there is also
some small foundation in reason, though a very insufficient one
for the distinction which that system so emphatically draws between

money and every other kind of valuable possession. We really,
and justly, look upon a person as possessing the advantages of wealth,
not in proportion to the useful and agreeable things of which he is
in the actual enjoyment, but to his command over the general fund of
things useful and agreeable; the power he possesses of providing
for any exigency, or obtaining any object of desire. Now, money is
itself that power ; while all other things, in a civilized state, seem
to confer it only by their capacity of being exchanged for money.
To _o_ess any other article of wealth, is to possess that particular
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thifig,and nothingelse: ifyou wish foranotherthinginsteadofit,

you have firsttosellit,ortosubmittotheinconvenienceand delay

(ifnot theimpossibility)offindingsome one who haswhat you want,

and iswillingto barteritfor what you have. But with money

you areat once ableto buy whateverthingsareforsale: and one
whose fortuneisinmoney, orin thingsrapidlyconvertibleintoit,

seems both to himselfand othersto possessnot any one thing,

but allthe thingswhich the money placesitat hisoptiontopur-

chase. The greatestpart of the utilityof wealth,beyond a very

moderate quantity,isnot the indulgencesit procures,but the
reservedpower which ;_tspossessorholdsinhishands ofattaining

purposesgenerally; and thispower no otherkind ofwealthconfers

so immediatelyor so certainlyas money. Itisthe only form of

wealthwhich isnot merelyapplicabletosome one use,but can be

turnedatoncetoany use. And thisdistinctionwas themore likely
tomake animpressionupon governments,asitisone ofconsiderable

importancetothem. A civilizedgovernment derivescomparatively

littleadvantagefrom taxesunlessitcan collectthem inmoney : and

ifithas largeor sudden payments to make, especiallypayments in

foreigncountriesfor wars or subsidies,eitherforthe sake ofcon-

queringorofnot beingconquered(thetwo chiefobjectsofnationaJ
policyuntila lateperiod),scarcelyany medium ofpayment except

money willservethe purpose. All thesecausesconspireto make

both individualsand governments,in estimatingtheirmeans,
attachalmost exclusiveimportance to money, eitherin easeor

i__oo_e,and lookupon allotherthings(when viewedaspartoftheir

resources)scarcelyotherwisethan astheremote means ofobtaining
thatwhich alone,when obtained,affordstheindefinite,and atthe

same time instantaneous,command over objectsof desire,which
bestanswerstothe ideaofwealth.

An absurdity,however,doesnot ceaseto be an absurditywhen
we have discovered what were the appearances which made it

plausible; and the Mercantile Theory could not fail to be seen in
its true character when men began, even in an imperfect manner,
to explore into the foundations of things, and seek their premises
from elementary facts, and not from the forms and phrases 4_fcom-
mon discourse. So soon as they asked themselves what is really
meant by money--what it is in its essential characters, and the
precise nature of the functions it performs--they reflected that
money, like other things, is only a desirable possdssion on account
of its uses; and that these, instead of being, as they delusively
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appear, indefinite, are of a strictly defined and limited descriptioh
namely, to facilitate the distribution of the produce of industry
according to the convenience of those among whom it is shared.
Further consideration showed that the uses of money are in no
respect promoted by increasing the quantity which exists and circu-
lates in a country; the service which it performs being as well
rendered by a small as by a large aggregate amount. Two million
quarters of corn will not feed so many persons as four millions;
but two milhons of pounds sterling will carry on as much traffic,
will buy and sell as many commodities, as four millions, though at
lower nominal prices. Money, as money, satisfies no want; its
worth to any one, consists in its being a convenient shape in which to
receive his incomings of all sorts, which incomings he afterwards,
at the times which suit him best, converts into the forms in which
they can be useful to him. Great as the difference would be between
a country with money, and a country altogether without it, it would
be only one of convenience; a saving of time and trouble, like
grinding by water power instead of by hand, or (to use Adam
Smith's illustration) like the benefit derived from roads; and to
mistake money for wealth is the same sort of error as to mistake
the highway which may be the easiest way of getting to your house
or lands, for the house and lands themselves.1

Money, being the instrument of an important public and private
purpose, is rightly regarded as wealth; but everything else which
serves any human purpose, and which nature does not afford gratui-
tously, is wealth also. To be wealthy is to have a large stock of
useful articles, or the means of purchasing them. Everything forms
therefore a part of wealth, which has a power of purchasing; for
which anything useful or agreeable would be given in exchange.
Things for which nothing could _e obtained in exchange, however
useful or necessary they may be, are not wealth in the sense in which

the term is used in Political Economy. Air, for example, though
the most absolute of necessaries, bears no price in the market,
because it can be obtained gratuitously : to accumulate a stock of
it would yield no profit or advantage to any one ; and the laws of its
production and distribution are the subject of a very different
study from Political Economy. But though air is not wealth,
mankind are much richer by obtaining it gratis, since the time

i [See Appendix A. The Mercantile ,_ysSem.]
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and labour which would otherwise be required for supplying the
most pressing of all wants, can be devoted to other purposes.
It is possible to imagine circumstances in which air would be a
part of wealth. If it became customary to sojourn long in places
where the air does not naturally penetrate, as in diving-bells sunk
in the sea, a supply of air artificially furnished would, like water
conveyed into houses, bear a price : and if from any revolution in
nature the atmosphere became too scanty for the consumption, or
could be monopolized, air might acquire a very high marketable
value. In such a ease, the possession of it, beyond his own wants,
would be, to its owner, wealth ; and the general wealth of mankind
might at first sight appear to be increased, by what would be so
great a calamity to them. The error would lie in not considering,
that however rich the possessor of air might become at the expense
of the rest of the community, all persons else would be poorer by all
that they were compelled to pay for what they had before obtained
without payment.

This leads to an important distinction in the meaning of the
word wealth, as applied to the possessions of an individual, and to
those of a nation, or of mankind. In the wealth of mankind, notMn$
is included which does not of itself answer some purpose of utility
or pleasure. To an individual anything is wealth, which, though
useless in itself, enables him to claim from others a part of theiI
stock of things useful or pleasant. Take, for instance, a mortgage
of a thousand pounds on a landed estate. This is wealth to the
person to whom it brings in a revenue, and who could perhaps sell
it in the market for the full amount of the debt. But it is not wealth

to the country; if the engagement were annulled, the country
would be neither poorer nor richer. The mortgagee would have
lost a thousand pounds, and the owner of the land would have gained

Speaking nationally, the mortgage was not itself wealth, but
merely gave A a claim to a portiou of the wealth of B. It was

wealth to A, and wealth which he could transfer to a third person ;
but what he so transferred was in fact a joint ownership, to the
extent of a thousand pounds, in the land of which B was nominally
the sole proprietor. The position of fundholders, or owners/of the
public debt of a country, is similar. They are mortgagees on the
general wealth of the country. The cancelling of the debt would be
no destruction of wealth, but a transfer of it : a wrongful abstrac-
tio_ of wealth from certain members of the community, for the
profit of the government, or of the tax-payers. Funded property
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therefore cannot be counted as part o2 the national wealth. This
is not always borne in mind by the dealers in statistical calculations.
For example, in estimates of the gross income of the country,
founded on the proceeds of the income-tax, incomes derived from
the funds are not always excluded: though the tax-payers are assessed
on their whole nominal income, without being permitted to deduct
from it the portion levied from them in taxation to form the income
of the fundholder. In this calculation, therefore, one portion of the
general income of the country is counted twice over, and the aggre-
gate amount made to appear greater than it is by almost 1 thirty
millions. A country, however, may include in its wealth all stock
held by its citizens in the funds of forei_ countries, and other debts
due to them from abroad. But even this is only wealth to them
by being a part ownership in wealth held by others. It forms no
part of the collective wealth of the human race. It is an element
in the distribution, but not in the composition, of the general
wealth.

Another example of a possession which is wealth to the person
holding it, but not wealth to the nation, or to mankind, is slaves.
It is by a strange confusion of ideas that slave property (as it is
termed) is counted, at so much per head, in an estimate of the wealth,
or of the capital, of the country which tolerates the existence of
such property. If a human being, considered as an object possessing
productive powers, is part of the national wealth when his powers
are owned by another man, he cannot be less a part of it when they
are owned by himself. Whatever he is worth to his master is so
much property abstracted from himself, and its abstraction cannot
augment the possessions of the two together, or of the country
to which they both belong. In propriety of classification, however,
the people of a country are not to be counted in its wealth. They
are that for the sake of which its wealth exists. The term wealth

is wanted to denote the desirable objects which they possess, not
inclusive of, but in contradistinction to, their own persons. They
are not wealth to themselves, though they are means of acquir-
ing it.

It has been proposed to define wealth as signifying "instru-
ments:" meaning not tools and machinery alone, but the whole
accumulation possessed by individuals or communities, of means
for the attainment of their ends. Thus, a field is an instrument,

' [lst ed.(1848)"about" ; 5th ed.(1862)" almost,"]
[Paragraphaddedin 6thed.(1865).]
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because it is a means to the attainment of com. Corn is an instra-

ment, being a means to the attainment of flour. Flour is an instru-
ment, being a means to the attainment of bread. Bread is an
instrument, as a means to the satisfaction of hunger and to the
support of life. Here we at last arrive at things which are not
instruments, being desired on their own account, and not as mere
means to something beyond. This view of the subject is philoso-
phically correct ; or rather, this mode of expression may be usefully
employed along with others, not as conveying a different view of the
subject from the common one, but as giving more distinctness and
reality to the common view. It departs, however, too widely from
the custom of language, to be likely to obtain general acceptance,
or to be of use for any other purpose than that of occasional illus-
tration.

Wealth, then, may be defined, all useful or agreeable thin_
which possess exchangeable value ; or, in other words, all useful or
agreeable things except those which can be obtained, in the quantity
desired, without labour or sacrifice. To this definition, the only
objection seems to be, that it leaves in uncertainty a question which
has been much debated--whether what are called immaterial pro-
ducts are to be considered as wealth: whether, for example, the
skill of a workman, or any other natural or acquired power of body
or mind, shall be called wealth, or not : a question, not of very great
importance, and which, so far as requiring discussion, will be more
conveniently considered in another place.* 1

These things having been premised respecting wealth, we shall
next turn our attention to the extraordinary differences in respect
to it, which exist between nation and nation, and between different
ages of the world ; differences both in the quantity of wealth, and
in the kind of it; as well as in the manner in which the wealth

existing in the community is shared among its members.
There is, perhaps, no people or community, now existing, which

subsists entirely on the spontaneous produce of vegetation. But
many tribes still live exclusively, or almost exclusively, on wild
animals, the produce of hunting or fishing. Their clothing4s skins ;
their habitations, huts rudely formed of logs or boughs of trees, and
abandoned at an hour's notice. The food they use being little sus-
oeptible of storing up, they have no accumulation of it, and are often

Infl-a, book i. chap. tii.
I [See Appendix B. Tll¢ D_n_io_ of WeaUh.]

B2
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exposed to great privations. The wealth of such a community
consists solely of the skins they wear ; a few ornaments, the taste for
which exists among most savages ; some rude utensils ; the weapons
with which they kill _heir game, or fight against hostile competitors
for the means of subsistence ; canoes for crossing rivers and lakes,
or fishing in the sea ; and perhaps some furs or other productions
of the wilderness, collected to be exchanged with civilized people for
blankets, brandy, and tobacco ; of which foreign produce also there
may be some unconsumed portion in store. To this scanty inventory
of material wealth, ought to be added their land ; an instrument of
production of which they make slender use, compared with more
settled communities, but which is still the source of their subsistence,

and which has a marketable value if there he any agricultural com-
munity in the neighbourhood requiring more land than it possesses
This is the state of greatest poverty in which any entire community
of human beings is known to exist ; though there are much richer
communities in which portions of the inhabitants are in a condition,
as to subsistence and comfort, as little enviable as that of the savage.

The first great advance beyond this state consists in the domestica-
tion of the more useful animals; giving rise to the pastoral or
nomad state, in which mankind do not live on the produce of hunting,
but on milk and its products, and on the annual increase of flocks
and herds. This condition is not only more desirable in itself,
but more conducive to further progress: and a much more con-
siderable amount of wealth is accumulated under it. So long as
the vast natural pastures of the earth are not yet so fully occupied
as to be consumed more rapidly than they are spontaneously re-
produced, a large and constantly increasing stock of subsistence
may be collected and preserved, with little other labour than that
of guarding the cattle from the attacks of wild beasts, and from the
force or wiles of predatory men. Large flocks and herds, therefore,
are in time possessed, by active and thrifty individuals through
their own exertions, and by the heads of families and tribes through
the exertions of those who are connected with them by allegiance.
There thus arises, in the shepherd state, inequality of possessions;
a thing which searcely exists in the savage state, where no one
has much more than absolute necessaries, and in case of deficiency
must share even those with his tribe. In the nomad state, some have
an abundance of cattle, sufficient for the food of a multitude, while

others hay ° not contrived to appropriate and retain any superfluity,
or perhaps any cattle at all. But subsistence has ceased to be pre-



PRI_IJMTNARY REMARKS I!

carious, since the more successful have no other use which they can
make of their surplus than to feed the less fortunate, while every
increase in the number of persons connected with them is an increase
both of security and of power : and thus they are enabled to divest
themselves of all labour except that of government and superin-
tendence, and acquire dependents to fight for them in war and to
serve them in peace. One of the features of this state of society is,
that a part of the community, and in some degree even the whole
of it, possess leisure. Only a portion of time is required for pro-
curing food, and the remainder is not engrossed by anxious thought
for the morrow, or necessary repose from muscular activity. Such
a life is highly favourable to the growth of new wants, and opens a
possibility of their gratification. A desire arises for better ciothing
utensils, and implements, than the savage state contents itself with ;
and the surplus food renders it practicable to devote to these purposes
the exertions of a part of the tribe. In all or most nomad com-
munities we find domestic manufactures of a coarse, and in some,

of a fine kind. There is ample evidence that while those parts
of the world which have been the cradle of modern civilization

were still generally in the nomad state, considerable skill had been
attained in spinning, weaving, and dyeing woollen garments, in the
preparation of leather, and in what appears a still more difficult
invention, that of working in metals. Even speculative science
took its first beginnings from the leisure characteristic of this stage
of social progress. The earliest astronomical observations are
attributed, by a tradition which has much appearance of truth.
to the shepherds of Chaldea.

From this state of society to the agricultural the transition
is not indeed easy (for no great change in the habits of mankind
is otherwise than difficult, and in general either painful or very slow),
but it lies in what may be called the spontaneous course of events
The growth of the population of men and cattle began in time to press
upon the earth's capabilities of yielding natural pasture : and this
_*ause doubtless produced the first tilling of the ground, just as at a

later period the same cause made the superfluous hordes_of the
nations which had remained nomad precipitate themselve_ upon
those which had already become agricultural; until, these having
become sufficiently powerful to repel such inroads, the invading
nations, deprived of this outlet, were obliged also to become agri-
cultural communities.

But _ftorthisgreatstepha_lbeen completed_the subsequent
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progress of mankind seems by no means to have been to rapid
(certain rare combinations of circumstances excepted) as might
perhaps have been anticipated. The quantity of human food which
the earth is capable of returning even to the most wretched system
of agriculture, so much exceeds what could be obtained in the
purely pastoral state, that a great increase of population is invariably
the result. But this additional food is only obtained by a great
additional amount of labour; so that not only an agricultural
has much less leisure than a pastoral population, but, with the
imperfect tools and unskilful processes which are for a long time
employed (and which over the greater part of the earth have not
even yet been abandoned), agriculturists do not, unless in unusually
advantageous circumstances of climate and soil, produce so great,
a surplus of food, beyond their necessary consumption, as to sup-
port any large class of labourers engaged in other departments of
industry. The surplus, too, whether small or great, is usually
torn from the producers, either by the government to wMch they
are subject, or by individuals, who by superior force, or by avaihng
themselves of religious or traditional feelings of Jubordination,
have established themselves as lords of the soil.

The first of these modes of appropriation, by the government,
is characteristic of the extensive monarchies which from a time

beyond historical record have oecupied the plains ofAsia. The govern-
ment, in those countries, though varying in its qualities according
to the accidents of personal character, seldom leaves much to the
cultivators beyond mere necessaries, and often strips them so bare
even of these, that it finds itself obliged, after taking all they have,
to lend part of it back to those from whom it has been taken, in
order to provide them with seed, and enable them to support life
until another harvest. Under the r6gime in question, though
the bulk of the population are ill provided for, the government,
by collecting small contributions from great numbers, is enabled,
with any tolerable management, to make a show of riches quite out
of proportion to the general condition of the society ; and hence
the inveterate impression, of which Europeans have only at a late
period been disabused, concerning the great opulence of Oriental
nations. In this wealth, without reckoning the large portion which
adheres to the hands employed in collecting it, many persons o/
course participate, besides the immediate household of the sovereign.
A large part is distributed among the various functionaries of
government, and among the objects of the tovereign's favour or
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caprice. A part is occasionally employed in works of public utility.
The tanks, wells, and canals for irrigation, without which in many
tropical climates cultivation could hardly be carried on; the
embanlnnents which confine the rivers, the bazars for dealers, and
the ecraecs for travellers, none of which could have been made
by the scanty means in the possession of those using them, owe
their existence to the liberality and enlightened self-interest of the
better order of princes, or to the benevolence or ostentation of here
and there a rich individual, whose fortune, if traced to its source,
is always found to have been drawn immediately or remotely from
the public revenue, most frequently by a direct grant of a portion
of it from the sovereign.

The ruler of a society of this description, after providing largely
for his own support, and that of all persons in whom he feels an
interest, and after maintaining as many soldiers as he thinks needful
for his security or his state, has a disposable residue, which he is glad
to exchange for articles of luxury suitable to his disposition: as
have also the class of persons who have been enriched by his favour,
or by handling the public revenues. A demand thus arises for
elaborate and costly manufactured articles, adapted to a narrow
but a wealthy market. This demand is often supplied almost
exclusively by the merchants of more advanced communities, but
often also raises up in the country itself a class of artificers, by whom
certain fabrics are carried to as high excellence as can be given by
patience, quickness of perception and observation, and manual
dexterity, without any considerable knowledge of the properties
of objects: such as some of the cotton fabrics of India. These
artificers are fed by the surplus food which has been taken by the
government and its agents as their share of the produce. So literally
is this the case, that in some countries the workman, instead of
taking his work home, and being paid for it after it is finished, proceeds
with his tools to his customer's house, and is there subsisted until
the work is complete. The insecurity, however, of all possessions in
this state of society, induces even the richest purchasers to give a
preference to such articles as, being of an imperishable nature, and
containing great value in small bulk, are adapted for being _bncealed
or carried off. Gold and jewels, therefore, constitute a large pro-
portion of the wealth of these nations, and many a rich Asiatic
carries nearly his whole fortune on his person, or on those of the
women of his harem. No one, except the monarch, thinks of invest
ing his w_alth in a manner not susceptible of removal. He indeed,
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i_he feels safe on his throne, and reasonably secure ot transmitting it
to his descendants, sometimes indulges a taste for durable edifices,
and produces the Pyramids, or the Taj Mehal and the Mausoleum
at Sekundra. The rude manufactures destined for the want_

of the cultivators are worked up by village artisans, who are re-
munerated by land given to them rent-free to cultivate, or by fees
paid to them in kind from such share of the crop as is left to the
villagers by the government. This state of society, however, is
not destitute of the mercantile class; composed of two divisions,
g_ain dealers and money dealers. The grain dealers do not usually
buy grain from the producers, but from the agents of government,
who, receiving the revenue in kind, are glad to devolve upon others
the business of conveying it to the places where the prince, his
chief civil and military officers, the bulk of his troops, and the
artisans who supply the wants of these various persons, are assembled.
The money dealers lend to the unfortunate cultivators, when ruined
by bad seasons or fiscal exactions, the means of supporting life
and continuing their cultivation, and are repaid with enormous in-
terest at the next harvest; or, on a larger scale, they lend to the
government, or to those to whom it has granted a portion of the
revenue, and are indemnified by assignments on the revenue col-
lectors, or by having certain districts put into their possession, that
they may pay themselves from the revenues ; to enable them to do
_'hich, a great portion of the powers of government are usually
made over simultaneously, to be exercised by them until either the
districts are redeemed, or their receipts have liquidated the debt.
Thus, the commercial operations of both these classes of dealers
take place principally upon that part of the produce of the country
which forms the revenue of the government. From that revenue
their capital is periodically replaced with a profit, and that is also
the source from which their original funds have almost always been
derived. Such, in its general features, is the economical condition
of most of the countries of Asia, as it has been from beyond the
commencement of authentic history, and is still [1848], wherever
not disturbed by foreign influences.

In the agricultural communities of ancient Europe whose early
condition is best known to us, the course of things was different.
These, at their origin, were mostly small town-communities, at the
first plantation of which, in an unoccupied country, or in one from
which the former inhabitants had been expelled, the land which
was taken possession of was regularly divided, in equal or in graduated
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allotments, among the families composing the community. In
some cases, instead of a town there was a confederation of towns,

occupied by people of the same reputed race, and who were sup-
posed to have settled in the country about the same time. Each
family produced its own food and the materials of its clothing,
which were worked up within itself, usually by the women of the
family, into the coarse fabrics with which the age was contented.
Taxes there were none, as there were either no paid officers oI
government, or if there were, their payment had been provided
for by a reserved portion of land. cultivated by slaves on account
of the state; and the army consisted of the body of citizens.
The whole produce of the soil, therefore, belonged, without de-
duction, to the family which caltivated it. So long as the progress
of events permitted this disposition of property to last, the
state of society was, for the majority of the free cultivators,
probably not an undesirable one; and under it, in some cases,
the advance of mankind in intellectual culture was extraordinarily
rapid and brilliant. This more especially happened where, along
with advantageous circumstances of race and climate, and no doubt
with many favourable accidents of which all trace is now lost, was
combined the '_dvantage of a position on the shores of a great in-
land sea, the other coasts of which were already occupied by settled
communities. The knowledge which in such a position was a_-
quired of foreign productions, and the easy access of foreign ideas
and inventions, made the chain of routine, usually so strong in a
rude people, hang loosely on these communities. To speak only
of their industrial development; they early acquired variety of
wants and desires, which stimulated them to extract from their
own soil the utmost which they knew how to make it yield : and
when their soil was sterile, or after they had reached the limit
of its capacity, they often became traders, and bought up the pro-
ductions of foreign countries, to sell them in cther countries with a
profit.

The duration, however, of this state of things was from the first

precarious. These little communities lived in a state of a_most per-
petual war. l_or this there were many causes. In the _uder and
purely agricultural communities a frequent cause was the mere
pressure of their increasing population upon their limited land,
aggravated as that pressure so often was by deficient harvests, in
the rude state of their agriculture, and depending as they did for
|ood upon a very small extent of country. On these occasions,
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thecommunity oftenemigrateden masse,orsentfortha swarm ol

itsyouth,toseek,sword inhand,forsome lesswarlikepeople,who
couldbeexpelledfrom theirland,ordetainedtocultivateitasslaves

forthe benefitoftheirdespoilers.What the lessadvanced tribes

did from necessity,the more prosperousdid from ambitionand the

militaryspirit:and aftera timethe wholeofthesecity-communities

wereeitherconquerorsorconquered. Insome cases,theconquering

statecontenteditselfwith imposing a tributeon the vanquished:

who being,inconsiderationofthatburden,freedfrom the expense
and troubleof theirown militaryand naval protection,might

enjoyunder ita considerableshareofeconomicalprosperity,while

the ascendantcommunity obtaineda surplusof wealth,available

for purposesof collectiveluxury or magnificence.From such a

surplusthe Parthenon and the Propylma were built,the sculptures
ofPheidiaspaidfor,and thefestivalscelebrated,forwhichIEschylus,

Sophocles,Euripides,and Aristophanescomposed theirdramas.

But thisstateofpoliticalrelations,most useful,whileitlasted,tothe

progressand ultimateinterestofmankind, had not the elementsof

durability.A smallconqueringcommunity which does not incor-

porateitsconquests,always ends by beingconquered. Universal

dominion,therefore,at lastrestedwith the peoplewho practised
thisart--withtheRomans ; who, whateverwere theirotherdevices,

alwayseitherbegan orended by takinga greatpa1_ofthe landto

enrichtheirown leadingcitizens,and by adoptingintothegoverning

body the principalpossessorsofthe remainder. Itisunnecessary

todwellon the melancholyeconomicalhistoryoftheRoman empire.

When inequalityof wealthonce commences, in a community not
constantlyengagedinrepairingby industrytheinjuriesoffortune,

itsadvances are gigantic; the greatmassesof wealthswallowup

the smaller. The Roman empire ultimatelybecame coveredwith

the vast landed possessionsof a comparativelyfew families,for

whose luxury,and stillmore forwhose ostentation,the most costly
productswere raised,whilethe cultivatorsof the soilwere slaves,

or small tenants in a nearly servile condition. From this time the
wealthofthe empireprogressivelydeclined.In the begdnning,the

public revenues,and the resourcesof rich individuals,sufficed

at leastto coverItalywith splendidedifices,publicand private;
but at lengthso dwindled under the enervatinginfluencesof ram-

government,that what remained was not even sufficientto keep

thoseedificesfrom decay. The strengthand richesofthe civilized

world became inadequatetomake head againstthe nomad popula-
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tion which skirted its northern frontier; they overran the empire,
and a different order of things succeeded.

In the new frame in which European society was now cast,
the population of each country may be considered as composed,
in unequal proportions, of two distinct nations or races, the con-
querors and the conquered : the first the proprietors of the land,
the latter the tillers of it. These tillers were allowed to occupy the
land on conditions which, being the product of force, were always
onerous, but seldom to the extent of absolute slavery. Already,
in the later times of the Roman empire, predial slavery had exten-
sively transformed itself into a kind of serfdom : the coloni of the
Romans were rather villeins than actual slaves ; and the incapacity
and distaste of the barbarian conquerors for personally superintend-
ing industrial occupations, left no alternative but to allow to the
cultivators, as an incentive to exertion, some real interest in the

soil. If, for example, they were compelled to labour, three days
in the week, for their superior, the produce of the remaining days
was their own. If they were required to supply the pro_ions
of various _orts, ordinarily needed for the consumption of the castle,
and were often subject to requisitions in excess, yet after supplying
these demands they were suffered to dispose at their will of whatever
additional produce they could raise. Under this system during the
Middle Ages it was not impossible, no more than in modern Russia
(where, up to the recent measure of emancipation, the same system
still essentially prevailed),] for serfs to acquire property; and in
fact, their accumulations are the primitive source of the wealth of
modern Europe.

In that age of violence and disorder, the first use made by a serf
of any small provision which he had been able to accumulate, was to
buy his freedom and withdraw himself to some town or fortified
village, which had remained undestroyed from the time of the Roman
dominion ; or, without buying his freedom, to abscond thither. In
that place of refuge, surrounded by others of his own class, he
attempted to live, secured in some measure from the outrages and
exactions of the warrior caste, by his own prowess and tl_t of his
fellows. These emancipated serfs mostly became artificers; and
lived by exchanging the produce of their industry for the surplus
food and material which the soil yielded to its feudal proprietors.
This gave rise to a sort of European counterpart of the economical

[ParenthmiAadded in 6th ed. (1865_]
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condition of Asiatic countries ; except that, in lieu of a single mon-
arch and a fluctuating body of favourites and employ_s, there wan
a numerous and in a considerable degree fixed class of great land-
holders ; exhibiting far less splendour, because individually disposing
of a much smaller su_lus produce, and for a long time expending
the chief part of it in maintaining the body of retainers whom the
warlike habits of society, and the little protection afforded by govern-
ment, rendered indispensable to their safety. The greater stability,
the fixity of personal position, which this state of society attorded.
in comparison with the Asiatic polity to which it economically
corresponded, was one main reason why it wa_ also found more
favourable to improvement. From this time the economical
advancement of society has not been further interrupted. Security
of person and property grew slowly, but steadily ; the arts of life
made constant progress ; plunder ceased to be the principal source
of accumulation ; and feudal Europe ripened into commercial and
manufacturing Europe. In the latter part of the Middle Ages, the
towns of Italy and Flanders, the free cities of Germany, and somt
towns of France and England, contained a large and energetic
population of artisans, and many rich burghers, whose wealth
had been acquired by manufacturing industry, or by trading in
the produce of such industry. The Commons of England, the Tiers-
Etat of France, the bourgeoisie of the Continent generally, are the
descendants of this class. As these were a saving class, while the
posterity of the feudal aristocracy were a squanderh_g class, the
former by degrees substituted themselves for the latter as the owners
of a great proportion of the land. This natural tendency was
in some cases retarded by laws contrived for the purpose of detaining
the land in the families of its existing possessors, in other cases
accelerated by political revolutions. Gradually, though more
slowly, the immediate cultivators of the soil, in all the more civilized
countries, ceased to be in a servile or semi-servile state: though
the legal position, as well as the economical condition attained by
them, vary extremely in the different nations of Europe, and in the
great communities which have been founded beyond the Atlantic
by the descendants of Europeans.

The world now contains several extensive regions, provided
with the various ingredients of wealth in a degree of abundance of

which former ages had not even the idea. Without compulsory
labour, an enormous mass of food is annually extracted from

the soil. and maintains, besides the actual producers, an equal,
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sometimes a greater, number of labourers occupied in producing
conveniences and luxuries of innumerable kinds, or in transporting
them from place to place ; also a multitude of persons employed in
directing and superintending these vafiolm labours; and over and
above all these, a class more numerous than in the most luxurious
ancient societies, of persons whose occupations are of s _nd not

directly productive, and of persons who have no occupation at all.
The food thus raised supports a far larger population than had ever
existed (at least in the same regions) on an equal space of ground ;
and supports them with certainty, exempt from those periodically
recurring famines so abundant in the early history of Europe, and in
Oriental countries even now not unfrequent. Besides this great .
increase in the quantity of food, it has greatly improved in quahty
lud variety; while conveniences and luxuries, other than food,

are no longer limited to a small and opulent class, but descend, in
great abundance, through many widening strata in society. The
collective resources of one of these communities, when it chooses

to put them forth for any unexpected purpose ; its ability to main-
rain fleets and armies, to execute public works, either useful or
ornamental, to perform national acts of beneficence like the ransom
of the West India slaves; to found colonies, to have its people
taught, to do anything in short which requires expense, and to do
it with no sacrifice of the necessaries or even the substantial comforts

of its inhabitants, are such as the world never saw before.

But in all these particulars, characteristic of the modern indus-
trial communities, those communities differ widely from one another.
Though abounding in wealth as compared _dth former ages, they do
so in very different degrees. Even of the countries which are
justly accounted the richest, some have made a more complete
use of their productive resources, and have obtained, relatively
to their territorial extent, a much larger produce, than other_ ; nor

do they difter only in amount of wealth, but also in the rapidity
of its increase. The diversities in the distribution of wealth are

still greater than in the production. There are great differences
in the condition of the poorest class in di_erent countrie_ and in
the proportional numbers and opulence of the classes which are
above the poorest. The very nature and designation of the classes
who originally share among them the produce of the soil, vary not a
little in different places. In some, the landowners are a cl_s in
themselves, almost entirely separate from the classes engaged in
industry : in others, the proprietor of the land is almost universally
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its cultivator, owning the plough, and often himself holding it.
Where the proprietor himself does not cultivate, there is sometimes,
between him and the labourer, an ;ntermediate agency, that of the
farmer who advances the subsistence of the labourers, supplies the

instruments of production, and receives, after paying a rent to the
landowner, all the produce : in other cases, the landlord, his paid

agents, and the labourers, are the only sharers. Manufactures,
again, are sometimes carried on by scattered individuals, who own
or hire the tools or machinery they require, and employ little labour
besides that of their own family ; in other cases, by large numbers

working together in one building, with expensive and complex
machinery owned by rich manufacturers. The same difference
exists in the operations of trade. The wholesale operations indeed
are everywhere carried on by large capitals, where such exist ; but
the retail dealings, which collectively occupy a very great amount of

capital, are sometimes conducted in small shops, chiefly by the
personal exertions of the dealers themselves, _ith their families,
and perhaps an apprentice or two ; and sometimes in large estab-
lishments, of which the funds are supplied by a wealthy individual
or association, and the agency is that of numerous salaried shopmen
or shopwomen. Besides these differences in the economical pheno-
mena presented by different parts of what is usually called the
civilized world, all those earlier states which we previously passed
in review have continued in some part or other of the world, down to
our own time. Hunting communities still exist in America, nomadic
in Arabia and the steppes of Northern Asia; Oriental society
is in essentials what it has always been ; the great empire of Russia
is 1 even now, in many respects, the scarcely modified image of feudal

Europe. Every one of the great types of human society, down to
that of the Esqnimaux or Patagoniaus, is still extant. _

These remarkable differences in the state of different portions of
the human race, with regard to the production and distribution of
wealth, must, like all other phenomena, depend on causes. And it
is not a sufficient explanation to ascribe them exclusively to the

degrees of knowledge possessed at different times and places, of the
laws of nature and the physical arts of life. Many other causes co-
operate ; and that very progress and unequal distribution of physical

t [So since 2nd ed. {1849). In the 1st ed. {1848)the text ran : "Russia and
Hungary are," &c.]

[See Appendix £_ _'/_ _'yp_ oI 8od_.]
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knowledge are partly the effects, as well as partly the causes, of the
state of the production and distribution of wealth.

In so far as the economical condition of nations turns upon the
state of physical knowledge, it is a subject for the physical sciences,
and the arts founded on them. But in so far as the causes are moral

or psychological, dependent on institutions and social relations,
or on the principles of human nature, their investigation belongs
not to physical, but to moral and social science, and is the object
of what is called Political Economy.

The production of wealth ; the extraction of the instruments of

human subsistence and enjoyment from the materials of the globe,
is evidently not an arbitrary thing. It has its necessary conditions.
Of these, some are physical, depending on the properties of matter,
and on the amount of knowledge of those properties possessed at the
particular place and time. These Pohtical Economy does not inves-
tigate, but assumes ; referring for-the grounds, to physical science
or common experience. Combining with these facts of outward
nature other truths relating to human nature, it attempts to trace
the secondary or derivative laws, by which the production of wealth
is determined ; in which must lie the explanation of the diversities
of fiches and poverty in the present and past, and .the ground of
whatever increase in wealth is reserved for the future.

Unlike the laws of Production, those of Distribution are partly
of human institution : since the manner in which wealth is distributed

in any given society, depends on the statutes or usages therein
obtaining. But though governments or nations have the power
of deciding what institutions shall exist, they cannot arbitrarily
determine how those institutions shall work. The conditions on

which the power they possess over the distribution of wealth is
dependent, and the manner in which the distribution is elfeeted
by the various modes of conduct which society may think fit to
adopt, are as much a subject for scientific enquiry as any of the
physical laws of nature.

The laws of Production and Distribution, and some of the practical
consequences deducible from them, are the subject of theg_ollowi_
_atise.



BOOK I

PRODUCTION

CHAPTER I

ol Tm_ REQuIsrrEs O_ PRODUCTION

§ 1. T_ requisites of production are two: labour, and ap
propriate natural objects.

Labour is either bodily or mental ; or, to express the distinction
more comprehensively, either muscular or nervous ; and it is neces-
sary to include in the idea, not solely the exertion itself, but all feel-
ings of a disagreeable kind, all bodily inconvenience or mental
annoyance, connected with the employment of one's thoughts, or
muscles, or both, in a particular occupation. Of the other requisite
--appropriate natural objects--it is to be remarked, that some
objects exist or grow up spontaneously, of a kind suited to the supply
of human wants. There are caves and hollow trees capable of
affording shelter; fruit, roots, wild honey, and other natural pro-
ducts, on which human life can be supported ; but even here a
considerable quantity of labour is generally required, not for the pur-
pose of creating, but of finding and appropriating them. In all but
these few and (except in the very commencement of human society)

unimportant cases, the objects supplied by nature are only instru-
mental to human wants, after having undergone some degree o|
transformation by human exertion. Even the wild animals of the
forest and of the sea, from which the hunting and fishing tribes
derive their sustenance--though the labour of which they are the sub-

ject is chiefly that required for appropriating them--must yet, before
they are used as food, be killed, divided into fragments, and subjected
in almost all cases to some culinary process, which axe operationt
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requiring a certain degree of human labour. The amount of trans-
formation which natural substances undergo before being brought
into the shape in which they are directly applied to human use
varies from this or a_still less degree of alteration in the nature and
appearance of the object, to a change so total that no trace is per-
ceptible of the original shape and structure. There is little resem-
blance between a piece of a mineral substance found in the earth, and
a plough, an axe, or a saw. There is less resemblance between
porcelain and the decomposing granite of which it is made, or
between sand mixed with sea-weed, and glass. The difference
is greater still between the fleece of a sheep, or a handful of cotton
seeds, and a web of muslin or broad cloth ; and the sheep and seeds
themselves are not spontaneous growths, but results of previous
labour and care. In these several cases the ultimate product is so
extremely dissimilar to the substance supplied by nature, that in
the custom of language nature is represented as only furnishing
materials.

Nature, however, does more than supply materials; she also
supplies powers. The matter of the globe is not an inert recipient
of forms and properties impressed by human hands ; it has active
energies by which it co-operates with, and may even be used as a
substitute for, labour. In the early ages people converted their
corn into flour by pounding it between two stones ; they next hit
on a contrivance which enabled them, by turning a handle, to make
one of the stones revolve upon the other ; and this process, a little
improved, is still the common practice of the East. The muscular
exertion, however, which it required, was very severe and exhausting,
insomuch that it was often selected as a punishment for slaves who
had offended their masters. When the time came at which the

labour and sufferings of slaves were thought worth economizing, the
greater part of this bodily exertion was rendered unnecessary,
by contriving that the upper stone should be made to revolve upon
the lower, not by human strength, but by the force of the wind or of
falling water. In this case, natural agents, the wind or the gravita-
tion of the water, are made to do a portion of the work le_reviously
done by labour.

§ 2. Cases like this, in which a certain amount of labour has
been dispensed with, its work being devolved upon some natural
agent, are apt to suggest an erroneous notion of the comparative
f-auctions of labour and natural powers; as if the co-operation of
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those powers with human industry were limited to the cases in which
they are made to perform what would otherwise be done by labour ;
as if, in the case of thin H made (as the phrase is) by hand, nature
only furnished passive materials. This is an illusion. The powers
of nature are as actively operative in the one case as in the other.
A workman takes a stalk of the flax or hemp plant, splits it int_
separate fibres, twines together several of these fibres with his
fingers, aided by a simple instrument called a spindle; having
thus formed a thread, he lays many such threads side by side, and
places other similar threads directly across them, so that each passes
alternately over and under those which are at right angles to it;
this part of the process being facilitated by an instrument called
a shuttle. He has now produced a web of cloth, either linen or
sack-cloth, according to the material. He is said to have done
this by hand, no natural force being supposed to have acted iP
concert with him. But by what force is each step of this operation

rendered possible, and the web, when produced, held together ?
By the tenacity, or force of cohesion, of the fibres : which is one
of the forces in nature, and which we can measure exactly against
other mechanical forces, and ascertain how much of any of them it
suffices to neutralize or counterbalance.

If we examine any other case of what is called the action of man
upon nature, we shall find in like manner that the powers of nature,
or in other words the properties of matter, do all the work, when
once obiects are put into the right position. This one operation,
of putting things into fit places for being acted upon by their own
internal forces, and by those residing in other natural objects, is all
that man does, or can do, with matter. He only moves one thing to
or from another. Be moves a seed into the ground ; and the
natural forces of vegetation produce in succession a root, a stem,
leaves, flowers, and fruit. He moves an axe through a tree, and it
falls by the natural force of gravitation ; he moves a saw through
it, in a particular manner, and the physical properties by which
a softer substance gives way before a harder, make it separate into
planks, which he arranges in certain positions, with nails driven
through them, or adhesive matter between them, and produces a
table, or a house. He moves a spark to fuel, and it ignites, and by
the force generated in combustion it cooks the food, melts or softens
the iron, converts into beer or sugar the malt or cane-juice, which
he has previously moved to the spot. He has no other means
of acting on matter than by moving it. Motion, and resistance to
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motion, are the only things which his muscles are constructed for.

By muscular contraction he can create a pressure on an outward
obiect , which, if sufficiently powerful, will set it in motion, or if it be
already moving, will check or modify or altogether arrest its motion,
and he can do no more. But this is enough to have given all
the command which mankind have acquired over natural forces
immeasurably more powerful than themselves ; a command which,
great as it is already, is without doubt destined to become
indefinitely greater. He exerts this power either by availing himself
of natural forces in existence, or by arranging objects in those

mixtures and combinations by which natural forces are generated |
as when by putting a lighted match to fuel, and water into a
boiler over it, he generates the expansive force of steam, a power
which has been made so largely available for the attainment of
human purposes.*

Labour, then, in the physical world, is always and solely employed
i_ putting objects in motion; the properties of matter, the laws
of nature, do the rest. The skill and ingenuity of human beings are
chiefly exercised in discovering movements, practicable by thei_
powers, and capable of bringing about the effects which they desire.
But, while movement is the only effect which man can immediately
and directly produce by his muscles, it is not necessary that he should
produce directly by them all the movements which he requires. The
first and most obvious substitute is the muscular action of cattle :

by degrees the powers of inanimate nature are made to aid in this
too, a8 by making the wind, or water, things already in motion,
communicate a part of their motion to the wheels, which before
that invention were made to revolve by muscular force. This
service is extorted from the powers of wind and water by a set of
actions, consisting like the former in moving certain objects into
certain positions in which they constimbe what is termed a machine ;
but the muscular action necessary forthis is not constantly renewed
but performed once for all, and there is on the whole a great economy
of labour.

§ 3. Some writers have raised the question, whet_er nature
gives more a_sistance to labour in one kind of industry or in another ;
and have said that in some occupations labour does most, in others

* This essentisd and primary law of man's power over nature was, I believe.
first illustrated and made prominent as a fundamentM principle of Political
Economy, in the firstchapter of Mr. [James] Mill'sE/emend.
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nature most. In this, however, there seems much confusion of

ideas. The part which nature has in any work of man, is indefinite
and incommensurable. It is impossible to decide that in any one
thing nature does more than in any other. One cannot even say
that labour does less. Less labour may be required; but if that
which is required is absolutely indispensable, the result is just as
much the product of labour, as of nature. When two conditions
are equally necessary for producing the effect at all, it is unmeaning
to say that so much of it is produced by one and so much by the
other ; it is like attempting to decide which half of a pair of scissom
has most to do in the act of cutting ; or which of the factors, five
and six, contributes most to the production of thirty. The form
which this conceit usually assumes, is that of supposing that nature
lends more assistance to human endeavours in agriculture than in
manufactures. This notion, held by the French Economistes, and
from which Adam Smith was not free, arose from a misconception
of the nature of rent. The rent of land being a price paid for a
natural agency; and no such price being paid in manufactures, these
writers imagined that since a price was paid, it was because there
was a greater amount of service to be paid for : whereas a better
consideration of the subject would have shown that the reason
why the use of land bears a price is simply the hmitation of its
quantity, and that if air, heat, electricity, chemical agencies, and the
other powers of nature employed by manufacturers, were spar-
ingiy supplied, and could, like land, be engrossed and appropriated,
a rent could be exacted for them also.

§ 4. This leads to a distinction which we shall find to be of
primary, importance. Of natural powers, some are unlimited, others
limited in quantity. By an unlimited quantity is of course not mean}
literally, but practically unlimited: a quantity beyond the use
which can in any, or at least in present circumstances, be made of it.
Land is, in some newly settled countries, practically unlimited in
quantity : there is more than can be used by the existing population
of the country, or by any accession likely to be made to it for genera-
tions to come. But even there, land favourably situated with
regard to markets or means of carriage is generally bruited in
quantity : there is not so much of it as persons would gladly occupy
and cultivate, or otherwise turn to use. In all old countries, land

capable of cultivation, land at least of any tolerable fertihty, must
be ranked among agents limited in quantity. Water, for ordinary
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purposes, on the banks of rivers or lakes, may be regarded as of
unlimited abundance; but if required for irrigation, it may even
there be insufficient to supply all wants, while in places which depend
for their consumption on cisterns or tanks, or on wells which are
not copious, or are liable to fail, water takes its place among things
the quantity of which is most strictly limited. Where water itself
is plentiful, yet water-power, i.e. a fall of water applicable by its
mechanical force to the service of industry, may be exceedingly
limited, compared with the use which would be made of it if it were
more abundant. Coal, metallic ores, and other useful substances

found in the earth, are still more limited than land. They are not
only strictly local but exhaustible; though, at a given place and
time, they may exist in much greater abundance than would be
applied to present use evenif they could be obtained gratis. Fish-
eries, in the sea, are in most cases a gift of nature practically unlimited
in amount ; but the Arctic whale fisheries have long been insufficien_
for the demand which exists even at the very considerable price
necessary to defray the cost of appropriation: and the immense
extension which the Southern fisheries have in consequence assumed,
is tending to exhaust them likewise. River fisheries are a natural
resource of a very limited character, and would be rapidly exhausted,
if allowed to be used by every one without restraint. Air, even
that state of it which we term wind, may, in most situations, be
obtained in a quantity sufficient for every possible use; and so
likewise, on the sea coast or on large rivers, may water carriage:
though the wharfage or harbour-room applicable to the service
of that mode of transport is in many situations far short of what
would be used if easily attainable.

It will be seen hereafter how much of the economy of society
depends on the limited quantity in which some of the most important
natural agents exist, and more particularly land. For the present
I shall only remark, that so long as the quantity of a natural agent
is practically unlimited, it cannot, unless susceptible of artificial
monopoly, bear any value in the market, since no one will give any-

thing for what can be ol,t,ained gratis. But as soon as aAlimitation
becomes practically operative ; as soon as there is not so much of
the thing to be had, as would be appropriated and used if it could
be obtained for asking; the ownership or use of the natural agent
acquires an exchangeable value. When more water power is wanted
in a particular district, than there are falls of water to supply it,
penmns will give an equivalent for the use of a fall of water. "_Wnau
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there is more land wanted for cultivation than a place po_s___ses,or
than it possesses of a certain quality and certain advantages of
situation, land of that quality and situation may be sold for a price,
or let for an annual rent. This subject will hereafter be discussed at
length ; but it is often useful to anticipate, by a brief suggestion,
principles and deductions which we have not yet reached the place for
exhibiting and illustrating fully.



CHAPTER I!

OF LABOUR AS AN AGENT OF PRODUCTION

§ 1. TH_ labour which terminates in the production of an

article fitted for some human use is either employed directly
about the thing, or in previous operations destined to facilitate,
perhaps essential to the possibility of, the subsequent ones. In
making bread, for example, the labour employed about the thing
itself is that of the baker; but the labour of the miller, though
employed directly in the production not of bread but of flour, i_
equally part of the aggregate sum of labour by which the bread
is produced ; as is also the labour of the sower and of the reaper.
Some may think that all these persons ought to be considered a_
employing their labour directly about the thing; the corn, the
flour, and the bread being one substance in three different states.
Without disputing about this question of mere lan_age, there
is still the ploughman, who prepared the ground for the seed, and

_hose labour never came in contact with the substance in any of
its states; and the plough-maker, whose share in the result was
still more remote. All these persons ultimately derive the remunera
tion of their labour from the bread, or its price : the plough-maker
as much as the rest; for since ploughs are of no use except for
tilling the soil, no one would make or use ploughs for any other
reason than because the increased retrains, thereby obtahled from
the ground, afforded a source from which an adequate equivalent
could be assigned for the labour of the plough-maker. If the
produce is to be used or consumed in the form of bread, it is from the_4
bread that this equivalent must come. The bread must suffice
to remunerate all these labourers, and several others; such as

the carpenters and bricklayers who erected the farm-buildings;
the hedgers and ditchers who made the fences necessary for the
protection of the crop; the miners and smelters who extracted

prepared the iron of which the plough and other implement_
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were made. These, however, and the plough-maker, do not depend
{or their remuneration upon the bread made from the produce of
a single harvest, but upon that made from the produc- of all the
harvests which are successively gathered until the plough, or the
buildings and fences, are worn out. We must add yet another
kind of labour; that of transporting the produce from the place
of its production to the place of its destined use: the labour of
carrying the corn to market, and from market to the miller's, the
flour from the miller's to the baker's, and the bread from the

baker's to the place of its final consumption. This labour is
sometimes very considerable : flour is [1848] transported to England
from beyond the Atlantic, corn from the heart of Russia ; and in
addition to the labourers immediately employed, the waggoners
and sailors, there are also costly instruments, such as ships, in the
construction of which much labour has been expended : that labour,
however, not depending for its whole remuneration upon the bread,
but for a part only ; ships being usually, during the course of their
existence, employed in the transport of many different kinds e_
commodities.

To estimate, therefore, the labour of which any given com-
modity is the result is far from a simple operation. The items
in the calculation are very numerous--as it may seem to some
persons, infinitely so; for if, as a part of the labour employed in
making bread, we count the labour of the blacksmith who made
the plough, why not also (it may be asked) the labour of malting
the tools used by the blacksmith, and the tools used in making
those tools, and so back to the origin of things ? But after mounting
one or two steps in this ascending scale, we come into a region of
fractions too minute for calculation. Suppose, for instance, that
the same plough will last, before being worn out, a dozen years.
Only one-twelfth of the labour of making the plough must be placed
to the account of each year's harvest. A twelfth part of the labour
of making a plough is an appreciable quantity. But the same
set of tools, perhaps, suffice to the plough-maker for forging a
hundred ploughs, which serve during the twelve years of thei_
existence to prepare the soil of as many different farms. A twelve-
hundredth part of the labour of making his tools, is as much,
therefore, as has been expended in procuring one year's harvest
of a single farm : and when this fraction comes to be further appor-
tioned among the various sacks of corn and loaves of bread, it k
seen at once that such quantities are not worth taking into the
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account for any practical purpose connected with the commodity. It
is true that, if the tool-maker had not laboured, the corn and bread
never would have been produced; but they will not be sold a

tenth part of a farthing dearer in consideration of his labour.

§ 2. Another of the modes in which labour is indirectly or
remotely instrumental to the production of a thing requires par-
ticular notice : namely, when it is employed in producing subsistence
to maintain the labourers while they are engaged in the production.
This previous employment of labour is an indispensable condition
to every productive operation, on any other than the very smallest
scale. Except the labour of the hunter and fisher, there is scarcely
any kind of labour to which the returns are immediate. Productive
operations require to be continued a certain time, before their
fruits are obtained. Unless the labourer, before commencing his
work, possesses a store of food, or can obtain access to the stores
of some one else, in sufficient quantity to maintain him until the
production is completed, he can tmdertake no labour but such as
can be carried on at odd intervals, concurrently with the pursuit of
his subsistence. He cannot obtain food itself in any abundance;
for every mode of so obtaining it requires that there be already
good in store. Agriculture only brings forth food after the lapse of
months; and though the labours of the agriculturist are not
necessarily continuous during the whole period, they must occupy
a considerable part of it. Not only is agriculture impossible without
food produced in advance, but there must be a very great quantity
in advance to enable any considerable community to support itself
wholly by agriculture. A country like England or France is only
able to carry on the agriculture of the present year, because that
of past years has provided, in those countries or somewhere else,
sufficient food to support their agricultural population until the
next harvest. They are only enabled to produce so many other
things besides food, because the food which was in store at the
close of the last harvest suffices to maintain not only the agricultural
labourers, but a large industrious population besides. A

The labour employed in producing this stock of subsistence
|orms a great and important part of the past labour which has
been necessary to enable present labour to be carried on. But
there is a difference, requiring particular notice, between this and

• the other kinds of previous or preparatory labour. The miller, the
reatmr, the ploughman, the plough-maker, the waggoner and
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waggon-maker, even the sailor and ship-builder when employed,
derive their remuneration from the ultimate product--the bread
made from the corn on which they have severally operated, or
_upplied the instruments for operating. The labour that produced
the food which fed all these labourers is as necessary to the ultimate

result, the bread of the present harvest, as any of those other portions
of labour; but is not, like them, remunerated from it. That

previous labour has received its remuneration from the previous
food. In order to raise any product, there are needed labour,
tools, and materials, and food to feed the labourers. But the

tools and materials are of no use except for obtaining the product, or
at least are to be applied to no other use, and the labour of their
construction can be remunerated only from the product when
_btained. The food, on the contrary, is intrinsically useful, and is

applied to the direct use of feeding human beings. The labour
expended in producing the food, and recompensed by it, needs
not be remunerated over again from the produce of the subsequent
labour which it has fed. If we suppose that the same body ot
labourers carried on a manufacture, and grew food to sustain
themselves while doing it, they have had for their trouble the food
and the manufactured article; but if they also grew the materisd
and made the tools, they have had nothing for that trouble but the
manufactured article alone.

The claim to remuneration founded on the possession of food,
available for the maintenance of labourers, is of another kind;

remuneration for abstinence, not for labour. If a person has a store
of food, he has it in his power to consume it himself in idleness,
or in feeding others to attend on him, or to fight for him, or to
sing or dance for him. If, instead of these things, he gives it to
productive labourers to support them during their work, he can,
and naturally will, claim a remuneration from the produce. He
will not be content with simple repayment ; if he receives merely that,
he is only in the same situation as at first, and has derived no
advantage from delaying to apply his savings to his own benefit or
pleasure, lie will look for some equivalent for this forbearance:
he will expect his advance of food _o come back to him with an
increase, called in the language ot business, a profit ; and the hope
of this profit will generally have been a part of the inducement
which made him accumulate a stock, by economizing in his own
consumption ; or, at any rate, which made him forego the applica-
tion of it, when accumulated, to his personal ease or satisfactiaL
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The food also which maintained other workmen while producing
the tools or materials must have been provided in advance by some
one, and he, too, must have his profit from the ultimate product:
but there is this difference, that here the ultimate product has
to supply not only the profit, but also the remuneration of the labour.
The tool-maker (say, for instance, the plough-maker) does not
indeed usually wait for his payment until the harvest is reaped ;
the farmer advances it to him, and steps into his place by becoming
the owner of the plough. Nevertheless, it is from the harvest that
the payment is to come; since the farmer would not undertake
this outlay unless he expected that the harvest would repay him
and with a profit too on this fresh advance; that is, unless the
harvest would yield, besides the remuneration of the farm labourers
(and a profit for advancing it), a sufficient residue to remunerate
the plough-maker's labourers, give the plough-maker a profit,
and a profit to the farmer on both.

§ 3. From these considerations it appears, that in an enumera-
tion and classification of the kinds of industry which are intended
[or the indirect or remote furtherance of other productive labour,
we need not include the labour of producing subsistence or other
necessaries of life to be consumed by productive labourers ; for the
main end and purpose of this labour is the subsistence itself ; and
though the possession of a store of it enables other work to be done,
this is but an incidental consequence. The remaining modes in
which labour is indirectly instrumental to production may be

arranged under five heads.
First: Labour employed in producing materials, on which

industry is to be afterwards employed. This is, in many cases,
a labour of mere appropriation; ez_¢active industry, as it has
been aptly named by M. Dunoyer. The labour of the miner,
for example, consists of operations for dig_ng out of the earth
substances convertible by industry into various articles fitted
for human usa Extractive industry, however, is not confined
to the extraction of materials. Coal, for instance, is employed,

not only in the process of industry, but in directly waging human
beings. When so used, it is not a material of production, but is
itself the ultimate product. So, also, in the case of a mine of precious
stones. These are to some small extent employed in the productive

_rts, as diamonds by the glass-cutter, emery and corundum for
[_dishing, but their principal destination, that of ornament, is I
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direct use; though they commonly require, before being so used_
some process of manufacture, which may perhaps warrant our
regarding them as materials. Metallic ores of all sorts are materials
merely.

Under the head, production of materials, we must include
the industry of the wood-cutter, when employed in cutting and
preparing timber for building, or wood for the purposes of the
carpenter's or any other art. In the forests of America, Norway,
Germany, the Pyrenees and Alps, this sort of labour is largely
employed on trees ol spontaneous growth. In other eases, we must
add to the labour of the wood-cutter that ot the planter and
cultivator.

Under the same head are also comprised the labours of the
agriculturist in growing flax, hemp, cotton, feeding silkworms,
raising food for cattle, producing bark, dye-stuffs, some oleaginous
plants, and many other things only useful because required in
other departments of industry. So, too, the labour of the hunter,
as far as his obiect is furs or feathers; of the shepherd and the
cattle-breeder, in respect of wool, hides, horn, bristles, horse-hair,
and the like. The things used as materials in some process or other
of manufacture are of a most miscellaneous character, drawn from

almost every quarter of the animal, vegetable, and mineral kingdoms.
And besides this, the finished products of many branches of industry
are the materials of others. The thread produced by the spinnez
is applied to hardly any use except as material for the weavez;
Even the product of the loom is chiefly used as material for the
fabricators of articles of dress or furniture, or of further instruments

of productive industry, as in the case of the sail-maker. The currier
and tanner find their whole occupation in converting raw material
into what may be termed prepared material. In strictness of
speech, almost all food, as it comes from the hands of the agri-
culturist, is nothing more than material for the occupation of the
baker or the cook.

§ 4. The second kind of indirect labour is that employed in
making tools or implements for the assistance of labour. I use
these terms in their most comprehensive sense, embracing all
permanent instruments or helps to production, from a flint and
steel for striking a light, to a steam-ship, or the most complex
apparatus of manufacturing machinery. There may be some
hesitation where to draw the line between implements and material8;
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and some things used in production (such as fuel) would scarcely
in common language be called by either name, popular phraseology
being shaped out by a different class of necessities from those of
scientific exposition. To avoid a multiplication of classes and
denominations answering to distinctions of no scientific importance,
political economists generally include all things which are used as
imm_/ate means of production (the means which are not immediate

will be considered presently) either in the class of implements or in
that of materials. Perhaps the line is most usually and most con-
venientty drawn, by considering as a material every instrument
of production which can only be used once, being destroyed (at
least as an instrument for the purpose in hand) by a single employ-
ment. Thus fuel, once burnt, cannot be again used as fuel ; what
can be so used is only any portion which has remained unburnt
the first time. And not only it cannot be used without being con-
sumed, but it is only useful by being consumed ; for if no part of
the fuel were destroyed, no heat would be generated. A fleece,
again, is destroyed as a fleece by being spun into thread ; and the
thread cannot be used as thread when woven into cloth. But an

axe is not destroyed as an axe by cutting down a tree : it may be
used afterwards to cut down a hundred or a thousand more ; and
though deteriorated in some small degree by each use, it does not do
its work by being deteriorated, as the coal and the fleece do theirs
by being destroyed ; on the contrary, it is the better instrument the
better it resists deterioration. There are some things, rightly classed
as materials, which may be used as such a second and a third time,
but not while the product to which they at first contributed remalna
in existence. The iron which formed a tank or a set of pipes may be
melted to form a plough or a steam-engine ; the stones with which
a house was built may be used after it is pulled down, to build

another. But this cannot be done while the original product
subsists ; their function as materials is suspended, until the exhaus-
tion of the first use. Not so with the things classed as implements ;
they may be ns_l repeatedly for fresh work, until the time, sometimes
very distant, at which they are worn out, while the work already
done by them may subsist unimpaired, and when it_perishes, does
moby its own laws, or by casualties oI its own.*

* The able and friendly reviewer of this treatise in the Edinburgh Revtel
(October 1848) conceives the distinction between materials and implementa
rather differently: proposing to oonsider as materials "all the things which,
after h_vlng undergone the change implied in production, are themaslvea
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The only practical difference of much importance arising from
the distinction between materials and implements is one which has
attracted our attention in another case. Since materials are

destroyed as such by being once used, the whole of the labour
required for their production, as well as the abstinence of the person
who supplied the means for carrying it on, must be remunerated
from the fruits of that single use. Implements, on the contrary,
being susceptible of repeated employment, the whole of the products
which they are instrumental in bringing into existence are a fund
which can be drawn upon to remunerate the labour of their construc-
tion, and the abstinence of those by whose accumulations that
labour was supported. It is enough if each product contributes
a fraction, commonly an insignificant one, towards the remuneration
of that labour and abstinence, or towards indemnifying the imme-
diate producer for advancing that remuneration to the person who
produced the tools.

§ 5. Thirdly : Besides materials for industry to employ itselt
on, and implements to aid it, provision must be made to prevent
its operations from being disturbed, and its products injured, either
by the destroying agencies of nature, or by the violence or rapacity
of men. This gives rise to another mode in which labour, not
employed directly about the product itself, is instrumental to its
production ; namely, when employed for the protea/on of industry.
Such is the object of all buildings for industrial purposes; all
manufactories, warehouses, docks, granaries, barns, farm-buildln_
devoted to cattle, or to the operations of agricultural labour.
I exclude those in which the labourers live, or which are destined

for their personal accommodation : these, like their food, supply
actual wants, and must be counted in the remuneration of their

labour. There are many modes in which labour is still more directly
applied to the protection of productive operations. The herdsman
has tittle other occupation than to protect the cattle from harm:

the positive agencies concerned in the realization of the product
go on nearly of themselves. I have already mentioned the labour

matter of exchange," and as implements (or instruments) "the things which
am employed in produci,ngthat change, but do not themselves become part of
the exchangeable result. ' According to these definitions, the fuel consumed
in a manufactory would be considered, not as a material, but as an instrument.
This use of the terms accords better than that proposed in the text with the
primitive physical meaning of the word "material" ; but tbe dk_ o_
which it is grounded is our almost irre_vant to political economy.
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of the hedger and ditcher, of the builder of walls or dykes. To
these must be added that of the soldier, the policeman, and the

judge. These functionaries are not indeed employed exclusively in
the protection of industry, nor does their payment cons_tute, to
the individual producer, a part of the expenses of production.
But they are paid from the taxes, which are derived from the produce
of industry ; and in any tolerably governed country they render to
its operations a service far more than equivalent to the cost. To

society at large they are therefore part of the expenses of production ;
and if the returns to production were not sut_cient to maintain these

labourers in addition to all the others required, production, at least
in that form and manner, could not take place. Besides, if the
protection which the government affords to the operations of indus-
try were not afforded, the producers would be under a necessity
of either.withdrawing a large share of their time and labour from
production, to employ it in defence, or of engaging armed men to
defend them; all which labour, in that case, must be directly
remunerated from the produce; and things which could not pay
for this additional labour, would n'. be produced. Under the
present arrangements, the product pays its quota towards the
same protection, and, notwithstanding the waste and prodigality
incident to government expenditure, obtains it of better quality
at a much smaller cost.

§ 6. Fourthly : There is a very great amount of labour em-

ployed, not in bringh._ the product into existence, but in rendering
it, when in existence, accessible to those for whose use it is intended.

Many important classes of labourers find their sole employment in
some function of this kind. There is first the whole class of carriers,
by land or water : muleteers, waggoners, bargemen, sailors, wharf-
men, coalheavers, porters, railway establishments, and the like.
Next, there are the constructors of all the implements of transport ;
ships, barges, carts, locomotives, &c., to which must be added roads,

canals, and railways. Roads are sometimes made by the govern-
ment, and opened gratuitously to the public; but the labour of

making them is not the less paid for from the pr_uce. Each
producer, in paying his quota of the taxes levied generally for the
construction of roads, pays for the use of those which conduce to

his convenience; and if made with any tolerable judgment, they
increase the returns to his industry by far more than an equivalent
amount.
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Another numerous class of labourers employed in rendering the
things produced accessible to their intended consumers is the class
of dealers and traders, or, as they may be termed, distributors.
There would be a great waste of time and trouble, and an incon-
venience often amounting to impracticability, if consumers could
only obtain the articles they want by treating directly with the
producers. Both producers and consumers are too much scattered,
and the latter often at too great a distance from the former. To
diminish this loss of time and labour, the contrivance of fairs and

markets was early had recourse to, where consumers and producers
might periodically meet, without any intermediate agency; and
this plan answers tolerably well for many articles, especially agri-
cultural produce, agricuJturists having at some seasons a certain
quantity of spare time on their hands. But even in this case,
attendance is often very troublesome and inconvenient to buyers
who have other occupations, and do not live in the immediate
vicinity; while, for all articles the production of which requires
continuous attention from the producers, these periodical markets
must be held at such considerable intervals, and the wants of the

consumers must either be provided for so long beforehand, or
must remain so long uusupplied, that even before the resources of
society admitted of the establishment of shops, the supply of these
wants fell universally into the hands of itinerant dealers ; the pedlar,

who might appear once a month, being preferred to the fair, which
only returned once or twice a year. In country districts, remot_
from towns or large villages, the industry of the pedlar is not yet
wholly superseded. But a dealer who has a fixed abode and fixed
customers is so much more to be depended on, that consumers

prefer resorting to him if he is conveniently accessible ; and dealers
therefore find their advantage in establishing themselves in every
locality where there are sufficient consumers near at hand to a_ord
them a remuneration.

In many eases the producers and dealers are the same persons,
at least as to the ownership of the funds and the control of the
operations. The tailor, the shoemaker, the baker, and many other
tradesmen, are the producers of the articles they deal in, so far as
regards the last stage in the production. This union, however, of
the functions of manufacturer and retailer is only expedient when

the article can advantageously be made at or near the place conveni-
ent for retailing it, and is, besides, manufactured and sold in small
parceh. When things have to be brought from a distance, the same
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person cannot effectually superintend both the making and the
fettling of them ; when they are best and most cheaply made on a
large scale, a single manufactory requires so many local channels
to carry off its supply, that the retailing is most conveniently
delegated to other agency ; and even shoes and coats, when they are
to be furnished in large quantities at once, as for the supply of a regi-
ment or of a workhouse, are usually obtained not directly from the

producers, but from intermediate dealers, who make it their business
to ascertain from what producers they can be obtained best and
cheapest. Even when things are destined to be at last sold by retail,
convenience soon creates a class of wholesale dealers. When pro-
ducts and transactions have multiplied beyond a certain point ;
when one manufactory supplies many shops, and one shop has often
to obtain goods from many different manufactories, the loss of time
and trouble both to the manufacturers and to the retailers by treating
directly with one another makes it more convenient to them to treat
with a smaller number of great dealers or merchants, who only buy

to sell again, collecting goods from the various producers and
distributing them to the retailers, to be by them further distributed
among the consumers. Of these various elements is composed the
Distributing Class, whose agency is supp]ementary to that of the
Producing Class : and the produce so distributed, or its price, is
the source from which the distributors are remunerated for their

exertions, and for the abstinence which enabled them to advance
the funds needful for the business of distribution.

§ 7. We have now completed the enumeration of the modes
in which labour employed on external nature is subservient to

production. But there is yet another mode of employing labour_
which conduces equally, though still more remotely, to that end :
this is, labour of which the subject is human beings. Every human
being has been brought up from infancy at the expense of much
labour to some person or persons, and if this labour, or part of it,
had not been bestowed, the child would never have attained the age
and strength which enabled him to become a labourer in his turn.
To the community at large, the labour and expenseiof rearing its
infant population form a part of the outlay which is a condition of
production, and which is to be replaced with increase from the

future produce of their Labour. By the individuals, this labour and
expense are usually incurred from other motives than to obtain such
ultimate return, and, for mnst purposes of political economy, need
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not be taken into account as expenses of production. But the tcoh-
nical or industrial education of the community ; the labour employed
in learning and in teaching the arts of production, in acquiring and
communicating skill in those arts; this labour is really, and in
general solely, undergone for the sake of the greater or more valu-
able produce thereby attained, and in order that a remuneration,
equivalent or more than equivalent, may be reaped by the learner,
besides an adequate remuneration for the labour of the teacher,
when a teacher has been employed.

As the labour which confers productive powers, whether of hand
or of head, may be looked upon as part of the labour by which
society accomplishes its productive operations, or in other words:

as part of what the produce costs to society, so too may the labour
employed in keeping up productive po_ers; in preventing them
[rom being destroyed or weakened by accident or disease. The
labour of a physician or surgeon, when made use of by persons
engaged in industry, must be regarded in the economy of society
as a sacrifice incurred, to preserve from perishing by death or
infirmity that portion of the productive resources of society which
is fixed in the lives and bodily or mental powers of its productive
members. To the individuals, indeed, this forms but a part, some-
times an imperceptible part, of the motives that induce them to
submit to medical treatment : it is not principally Item economical
motives that persons have a limb amputated, or endeavour to be
cured of a fever ; though, when they do so, there is generally sufficient
inducement for it even on that score alone. This is, therefore,
one of the cases of labour and outlay which, though conducive to
production, yet not being incurred for that end, or for the sake of
the returns arising from it, are out of the sphere of most of the
generalpropositionswhich politicaleconomy has occasionto assert

respectingproductivelabour: though,when societyand not the

individualsareconsidered,thislabourand outlaymust be regarded

as part of the advance b_. which societyeffectsitsproductive
operations, and for which it is indemnified by the produce.

§ 8. Another kind of labour, usually classed as mental, but
conducing to the ultimate product as directly, though not so imme-
diately, as manual labour itself, is the labour of the inventors of
industrial processes. I any, usually classed as mental, because in

reality it is not exclusively so. All human exertion is compounded
of some mental and some bodily elements. The stupidest hodman,
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who repeats from day to day the mechanical act of climbing a ladder,
performs a function partly intellectual; so much so, indeed, that
the most intelligent dog or zlephant could not, probably, be taught
to do it. The dullest human being, instructed beforehand, is capable
of turning a mill ; but a horse cannot turn it without somebody to
drive and watch him. On the other hand, there is some bodily
ingredient in the labour most purely mental, when it generates any
external result. Newton could not have produced the Principia
without the bodily exertion either of penmanship or of dictation ;
and he must have drawn many diagrams, and written out many
calculations and demonstrations, while he was preparing it in his
mind. Inventors, besides the labour of their brains, generally go
through much labour _ith their hands, in the models which they
construct and the experiments they have to make before their
idea can realize itself successfully in act. Whether mental, however,
or bodily, their labour is a part of that by which the production is
brought about. The labour of Watt in contriving the steam-engine
was as essential a part of production as that of the mechanics who
build or the engineers who work the instrument ; and was undergone,
no less than theirs, in the prospect of a remuneration from the
produce. The labour of invention is often estimated and paid on
the very same plan as that of execution. Many manufacturers of
ornamental goods have inventors in their employment, who receive
wages or salaries for designing patterns, exactly as others do for copy-
ing them. All this is strictly part of the labour of production ; as
the labour of the author of a book is equally a part of its production
with that of the printer and binder.

In a national, or universal point of view, the labour of the
savant, or speculative thinker, is as much a part of production
in the very narrowest sense, as that of the inventor of a practical
art; many such inventions having been the direct consequences
of theoretic discoveries, and every extension of knowledge of the
powers of nature being fruitful of applications to the purposes of
outward life. The electro-magnetic telegraph was the wonderful
and most unexpected consequence of the experiments of (Ersted
and the mathematical investigations of Ampere : il_d the modem
art of navigation is an unforeseen emanation from the purely
speculative and apparently merely curious enquiry, by the mathe-
maticians of Alexandria, into the properties of three curves formed
by the intersection of a plane surface and a cone. No limit can
be set to the importance, even in a purely productive and material

02
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point of view, of mere thought. Inasmuch, however, u these
material fruits, though the result, are seldom the direct purpose
of the pursuits of savants, nor is their remuneration in general derived
from the increased production which may be caused incidentally, and
mostly after a long interval, by their discoveries; this ultimate
influence does not, for most of the purposes of political economy,
require to be taken into consideration; and speculative thinkers
are generally classed as the producers only of the books, or other
useable or saleable articles, which directly emanate from them.

But when (as in political economy one should always be prepared
to do) we shift our point of view, and consider not individual acts,
and the motives by which they are determined, but national and
universal results, intellectual speculation must be looked upon as
a mo_t influential part of the productive labour of society, and the
portion of its resources employed in carrying on and in remunerating
such labour as a highly productive part of its expenditure.

§ 9. In the foregoing survey of the modes of employing labour
In furtherance of production, I have made little use of the popular
distinction of industry into agricultural, manufacturing, and com-
mercial. For, in truth, this division fulfils very badly the purposes
of a classification. Many great branches of productive industry
find no place in it, or not without much straining; for example
(not to speak of hunters or fishers) the miner, the road-maker, and

the sailor. The limit, too, between agricultural and manufacturing
industry cannot be precisely drawn. The miller, for instance,
and the baker--are they to be reckoned among agriculturists, or
among manufacturers ? Their occupation is in its nature manu-
facturing ; the food has finally parted company with the soil before
it is handed over to them ; this, however, might be said with equal
truth of the thresher, the winnower, the makers of butter and

cheese ; operations always counted as agricultural, probably because
it is the custom for them to be performed by persons resident
on the farm, and under the same superintendence as tillage. For
many purposes all these persons, the miller and baker inclusive,
must be placed in the same class with ploughmen and reapers.
They are all concerned in producing food, and depend for their
remuneration on the food produced; when the one class aboundm
and flourishes, the others do so too; they form collectively the
°'agricultural interest"; they render but one service to the
community by their united labours, and are paid from one
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common source. Even the tillers of the soil, again, when the
produce is not food, but the materials of what are commonly
termed manufactures, belong in many respects to the same
division in the economy of society as manufacturers. The
cotton-planter of Carolina and the wool-grower of Australia
have more interests in common with the spinner and weaver
than with the corn-grower. But, on the other hand, the industry
which operates immediately upon the soil has, as we shall see

hereafter, some properties on which many important consequences
depend, and which distinguish it from all the subsequent stages of
production, whether carried on by the same person or not ; from
the industry of the thresher and winnower, as much as from that

of the cotton-spinner. When I speak, therefore, of agricultural
labour, I shall generally mean this, and this exclusively, unless
the contrary is either stated or implied in the context. The
term manufacturing is too vague to be of much use when
precision is required, and when I employ it, I wish to be understood
as intending to speak popularly rather than scientifically.

h



CHAPTER HI

OF UNPRODUC_rlV_ LABOUR

1. LABOUR IS indispensable to production, but has not
always production for its effect. There is much labour, and of

a high order of usefulness, of which production is not the object.
Labour has accordingly been distinguished into Productive and
Unproductive. There has been not a little controversy among
political economists on the question, what kinds of labour should
be reputed to be unproductive ; and they have not always perceived,
that there was in reality no matter of fact in dispute between them.

Many writers have been unwilling to class any labour as pro-
ductive, unless its result is palpable in some material object, capable
of being transferred from one person to another. There are others
(among whom are Mr. M'CuUoch and M. Say) who, looking upon
the word unproductive as a term of disparagement, remonstrate
against imposing it upon any labour which is regarded as useful
--which produces a benefit or a pleasure worth the cost. The

labour of officers of government, of the army and navy, of physicians,
lawyers, teachers, musicians, dancers, actors, domestic servants,
&c., when they really accomplish what they are paid for, and are
not more numerous than is required for its performance, ought not,
say these writers, to be" stigmatized" as unproductive, an expression
which they appear to regard as synonymous with wasteful or
worthless. But this seems to be a misunderstanding of the matter
in dispute. Production not being the sole end of human exist-
ence, the term unproductive does not necessarily imply any
stigma; nor was ever intended-to do so in the present case. The
question is one of mere language and classification. Differences
of language, however, are by no means unimportant, even when
not grounded on differences of opinion; for though either of
two expressions may be consistent with the whole truth, they
generally tend to fix attention upon different parts of it We
must therelore enter a little into the consideration of the various
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meanings which may attach to the words productive and un-
productive when applied to labour.

In the first place, even in what is called the production of material
objects, it must be remembered that what is produced is not the

matter composing them. All the labour of all the human beings
in the world could not produce one particle of matter. To weave

broadcloth is but to re-arrange, in a peculiar manner, the particles of
wool ; to grow corn is only to put a portion of matter called a seed,
into a situation where it can draw together particles of matter from

the earth and air, to form the new combination called a plant.
Though we cannot create matter, we can cause it to assume pro-
perties, by which, from having been useless to us, it becomes useful.

What we produce, or desire to produce, is always, as M. Say rightl_
terms it, an utility. Labour is not creative of objects, but of utilities.
Neither, again, do we consume and destroy the objects themselves ;
the matter of which they were composed remains, more or less
altered in form : what has really been consumed is only the qualities
by which they were fitted for the purpose they have been applied
to. It is, therefore, pertinently asked by M. Say and others--since,
when we are said to produce objects, we only produce utility, why
should not all labour which produces utility be accounted productive ?
Why refuse that title to the surgeon who sets a limb, the judge
or legislator who confers security, and give it to the lapidary who
cuts and polishes a diamond ? Why deny it to the teacher from
whom I learn an art by which I can gain my bread, and accord it to
the confectioner who makes bonbons for the momentary pleasure
of a ,euse of taste ?

It is quite true that all these kinds of labour are productive
of utility; and the question which now occupies us could not
have been a question at all, if the production of utility were enough
to satisfy the notion which mankind have usually formed of pro-
ductive labour. Production, and productive, are of course elliptical
expressions, involving the idea of a something produced; but
this something, in common apprehension, I conceive to be, not
utility, but Wealth. Productive labour means labour productive
of wealth. We are recalled, therefore, to the queslton touched upon
in our first chapter, what Wealth is, and whether only material pz_-
ducts, or all useful products, are to be included in it.

§ 2. Now the utilities produced by labour are of three kindL
'_ey are_
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First, utilities fixed and embodied in outward objects; by
labour employed in investing external material things with properties
which render them serviceable to human beings. This is the common

case, and requires no illustration.
Secondly, utilities fixed and embodied in human beings ; the

labour being in this case employed in conferring on human beings
qualities which render them serviceable to themselves and others.
To this class belongs the labour of all concerned in education;
not only schoolmasters, tutors, and professors, but governments,
so far as they aim successfully at the improvement of the people;
moralists, and clergymen, as far as productive of benefit; the
labour of physicians, as far as instrumental in preserving life and
physical or mental efficiency; of the teachers of bodily exercises,
and of the various trades, sciences, and arts, together with the labour
of the learners in acquiring them; and all labour bestowed by
any persons, throughout life, in improving the knowledge or culti-
vating the bodily or mental faculties of themselves or others.

Thirdly and lastly, utilities not fixed or embodied in any object,
but consisting in a mere service rendered; a pleasure given, an
inconvenience or a pain averted, during a longer or a shorter time,
but without leaving a permanent acquisition in the improved
qualities of any person or thing; the labour being employed in
producing an utility directly, not (as in the two former cases) in
fitting some other thing to afford an utility. Such, for example,
is the labour of the musical performer, the actor, the public de-
claimer or reciter, and the showman. Some good may no doubt be
produced, and much more might be produced, beyond the moment,
upon the feelings and disposition, or general state of enjoyment
of the spectators; or instead of good there may be harm; but
neither the one nor the other is the effect intended, is the result

for which the exhibitor works and the spectator pays; nothing
but the immediate pleasure. Such, again, is the labour of the army
and navy; they, at the best, prevent a country from being con-
quered, or from being injured or insulted, which is a service, but
in all other respects leave the country neither improved nor
deteriorated. Such, too, is the labour of the legislator, the judge,
the officer of justice, and all other agents of government, in their
ordinary functions, apart from any influence they may exert on
the improvement of the national mind. The service which they
render is to maintain peace and security ; these compose the
utility which they produce. It may appear to some, that carder_
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and merchants or dealers, should be placed in this same class, since

their labour does not add any properties to objects : but I reply that
it does : it adds the property of being in the place where they are
wanted, instead of being in some other place: which is a very
tmeful property, and the utility it confers is embodied in the things
themselves, which now actually are in the place where they are
required for use, and in consequence of that increased utility could
be sold at an increased price, proportioned to the labour expended
in conferring it. This labour, therefore, does not belong to the
third class, but to the first.

§ 3. We have now to consider which of these three classes of
labour should be accounted productive of wealth, since that is
what the term productive, when used by itself, must be understood
to import. Utilities of the third class, consisting in pleasures
which only exist while being enjoyed, and services which only exist
while being performed, cannot be spoken of as wea]th, except by
an acknowledged metaphor. It is essential to the idea of wealth

to be susceptible of accumulation : things which cannot, after being
produced, be kept for some time before being used, are never, I

thlnl_ regarded as wea]th, since however much of them may be
produced and enjoyed, the person benefited by them is no richer,
is nowise improved in circumstances. But there is not so distinct

and positive a violation of usage in considering as wealth any product
which is both useful and susceptible of accumulation. The skill, and

the energy and perseverance, of the artisans of a country, are
reckoned part of its wealth, no less than their tools and machinery.*

* Some authorities look upon it as an essential element in the idea of wealth,
that it should be capable not solely of b_.ng accumulated but of being trans.
ferred ; and inasmuch as the valuable qu_ities, and even the productive
capacities, of a human being, cannot be detached from him and passed to some
one else, they deny to these the appellation of wealth, and to the labour
expended in acquiring them the name of productive labour. It seems to me,
however, that the skill of an artisan (for instance) being both a desirable
possession,and oneof a certain durability (not to say productive even of national
wealth), there is no better reason for refusing to it the title of wealth because
it is attached to a man, than to a ooatpit or manuiaotory beoause they
are attached to a place. Besides, if the skill itself cannot be parted with to
a purohaser, the use of it may ; if it cannot be sold, i_ van be hired ; and it
may be. and is, Boldoutright in all countries whose laws permit that the man
himself should be sold along with it. Its defect of transferability doesnot result
from a natural but from a legal and moralobstacle.

The human being himself (as formerly observed) I do not class as wcalth.
He is the purpose for whioh wealth exists. But his acquired capacities, which
exist only as means, and have beencalled into existenoe by labour, fall rightly,
"_it seems to me, within that designation.
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According to this definition, we should regard all labour as pro,
ductive which is employed in creating permanent utilities, whether
embodied in human beings, or in any other animate or inanimate
objects. This nomenclature I have, in a former publication,* recom-
mended, as most conducive to the ends of classification; and I
am still of that opinion.

But in applying the term wealth to the industrial capacities
of human beings, there seems always, in popular apprehension,
to be a tacit reference to material products. The skill of an artisan
is accounted wealth, only as being the means of acquiring wealth
in a material sense; and any qualities not tending visibly to that
object are scarcely so regarded at all. A country would hardly be
said to be richer, except by a metaphor, however precious a possession
It might have in the genius, the vL_tues, or the accomplishments
of its inhabitants ; unle_ indeed these were looked upon as market-
able articles, by which it could attl_ct the material wealth of other
countries, as the Greeks of old, and several modern nations have

done. While, therefore, I should prefer, were I constructing a
new technical language, to make the disti,_ction turn upon the
permanence rather than upon the materiality of the product, yet
when employing terms which common usage has taken complete
possession of, it seems advisable so to employ them as to do the
least possible violence to usage; since any improvement in ter-

minology obtained by straining the received meaning of a popular
phrase is generally purchased beyond its value, by the obscurity
arising from the conflict between new and old associations.

I shaH, therefore, in this treatise, when speaking of wealth,
understand by it only what is called material wealth, and by pro-
ductive labour only those kinds of exertion which produce utilities
embodied in material objects. But in limiting myself to this sense
of the word, I mean to avail myselt of the full extent of that restricted

acceptation, and I shall not refuse the appellation productive, to
labour which yields no material product as its direct result, provided
that an increase of material products is its ultimate consequence.
Thus, labour expended in the acquisition of manufacturing skill, I

as productive, not in virtue of the skill itself, but of the manu-
factured products created by the skill, and to the creation of which
the labour of learning the trade is essentially conducive. The

labour of officers of government in affording t_e protection which_

* Euays o_ _me Unsettled Q_stlon_ of Polltle_l Xe,_om#l. F.amy II_
e]_ the words Productive and Unproduotive.
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afforded in some manner or other, is indispensable to the prosperity
oI industry, must be classed as productive even of material wealth,

because without it, material wealth, in anything like its present
abundance, could not exist. Such labour may be said to be produc-
tive indirectly or mediately, in opposition to the labour of the
ploughman and the cotton-spinner, which are productive immedi-
ately. They are all alike in this, that they leave the community
richer in material products than they found it; they increase, or
tend to increase, material wealth.

§ 4. By Unproduct_-.e Labour, on the contrary, will be under-
stood labour which does not terminate in the creation of material

wealth ; which, however largely or successfully p_actised, does not
render the community, and the world at large, richer in material
products, but poorer by all that is consumed by the labourers while
so employed.

All labour is, in the language of political economy, unproductive,
which ends in immediate enjoyment, without any increase of the
accumulated stock of permanent means of enjoyment. And all
labour, according to our present definition, must be classed as
unproductive, which terminates in a permanent benefit, however

important, provided that an increase oI material products forms
no part of that benefit. The labour of saving a friend's life is not
productive, unless the friend is a productive labourer, and produces
more than he consumes. To a religions person the saving of a soul
must appear a far more important service than the saving of a life ;
but he will not therefore call a missionary or a clergyman productive
labourers, unless they teach, as the South Sea Missionaries have in
memo cases done, the arts of civilization in addition to the doctrines

of their religion. It is, on the contrary, evident that the greater
number of missionaries or clergymen a nation maintains, the less

it has to expend on other things ; while the more it expends judi-
cionsly in keeping agriculturists and manufacturers at work, the
more it will have for every other purpose. By the former it dimin-
ishes, cmter_ _an_bus, its stock of material products ; by the latter,
it increases them.

Unproductive may be as useful as productive labour; it may
be more useful, even in point of permanent advantage ; or its use
may consist only in pleasurable sensation, which when gone leaves
no trace ; or it may not afford even this, but may be absolute waste.
In any case society or mankind grow no richer by it, but poorer. All
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material products consumed by any one while he produces nothin_
are so much subtracted, for the time, from the material products
which society would otherwise have possessed. But though society
grows no richer by unproductive labour, the individual may. An
unproductive labourer may receive for his labour, from those who
derive pleasure or benefit from it, a remuneration which may be to _
him a considerable source of wealth ; but his gain is balanced by their
loss ; they may have received a full equivalent for their expenditure,
but they are so much poorer by it. When a tailor makes a coat
and sells it, there is a transfer of the price from the customer to the
tailor, and a coat besides which did not previously exist ; but what
is gained by an actor is a mere transfer from the spectator's funds
to his, leaving no article of wealth for the spectator's indemnifica-
tion. Thus the community collectively gains nothing by the actor's
labour; and it loses, of his receipts, all that portion which he
consumes, retaining only that which he lays by. A community,
however, may add to its wealth by unproductive labour, at the
expense of other communities, as an individual may at the expense
of other individuals. The gains of Italian opera singers, German
governesses, French ballet dancers, &c., are a source of wealth,
as far as they go, to their respective countries, if they return thither.
The petty states of Greece, especially the ruder and more backward
of those states, were nurseries of soldiers, who hired themselves

to the princes and satraps of the East to carry on useless and destruc-
tive wars, and returned with their savings to pass their declining
yesrs in their own country: these were unproductive labourers,
and the pay they received, together with the plunder they took,
was an outlay without return to the countries which furnished it;

but, though no gain to the world, it was a gain to Greece. At a
later period the same country and its colonies supplied the Roman
empire with another class of adventurers, who, under the name of

philosophers or of rhetoricians, taught to the youth of the higher
classes what were esteemed the most valuable accomplishments:
these were mainly unproductive labourers, but their ample recom-
pense was a source of wealth to their own country. In none of these
cases was there any accession of wealth to the world. The services
of the labourers, if useful, were obtained at a sacrifice to the world

of a portion of material wealth ; if useless, all that these labourers
consumed was to the world waste.

To be wasted, however, is a liability not confined to unproductive
labour. Productive labour may equally be wasted, if more of it ia
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expended than really conduces to production. I'fdefect of skill in
labourers, or of judgment in those who direct them, causes a mis-
application of productive industry ; if a farmer persists in ploughing
with three horses and two men, when experience has shown that two
hones and one man are sufficient, the surplus labour, though em-
ployed for purposes of production, is wasted. If a new process is
adopted which proves no better, or not so good as those before in
use, the labour expended in perfecting the invention and in carrying
it into practice, though employed for a productive purpose, is wasted.
Productive labour may render a nation poorer, if the wealth it pro-
duces, that is, the increase it makes in the stock of useful or agreeable
things, be of a kind not immediately wanted ; as when a commodity
is unsateable, because produced in a quantity beyond the present
demand ; or when speculators build docks and warehouses before
there is any trade. Some of the States of North America,l by making
premature railways and canals, are thought to have made this
kind of mistake ; and it was for some time doubtful whether Eng-
land, in the disproportionate development of railway enterprise,
had not, in some degree, followed the example. Labour sunk in
expectation of a distant return, when the great exigencies or limited
resources of the community require that the return be rapid, may
leave the country not only poorer in the meanwhile, by all which
those labourers consume, but less rich even ultimately than if
immediate returns had been sought m the first instance, and enter-
prises for distant profit postponed.

§ 5. The distinction of Productive and Unproductive is ap-
plicable to consumption as well as to labour. All the members
of the community are not labourers, but all are consumers, and
consume either unproductively or productively. Whoever con-
tributes nothing directly or indirectly to production, is an unpro-
ductive consumer. The only productive consumers are productive
labourers ; the labour of direction being of course included, as well
as that of execution. But the consumption even of productive
labourers is not all of it productive consumption. There is unpro-
ductive consumption by productive co_umers. What they
consume in keeping up or improving their health, strength, and
capacities of work, or in rearing other productive labourers to succeed

I [,, Thebankruptstates of NorthAmerica" in all editionsuntil the 7th
(1871). " It remainsto be shownwhetherEngland,"&c.,remainedtwo
l_low untiltheGthecL(1862L1
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them,isproductiveconsumption. But consumptionon plensureeec

luxuries,whether by theidleorby the industrious,sinceproduction

isneitheritsobjectnor isany way advanced byit,must be reckoned

unproductive : with a reservation perhaps of a certain quantum of
enjoyment which may be classed among necessaries, since anything
short of it would not be consistent with the greatest e_cleney of
labour. That alone is productive consumption, which goes to main.
tain and increase the productive powers of the community ; either
those residing in its soil, in its materials, in the number and

emciency of its instruments of production, or in its people.
There are numerous products which may be said not to admit

of being consumed otherwise than unproductively. The _nnual
consumption of gold lace, pine apples, or champagne, must ]3o reck-
oned unpxx_luctive, since these things give no assistance to produe_
tion, nor any support to life or strength, but what would equally be
given by things much less costly. Hence it might be supposed that
the labour employed in producing them ought not to be regarded
as productive, in the sense in which the term is understood by
political economists. I grant that no labour tends to the permanent
enrichmentof society,which isemployed in producingthingsfor
the use ofunproductiveconsumers. The tailorwho makes a coat

fora man who producesnothing,isa productivelabourer; but ina

few weeks ormonths the coatisworn out,whilethe wearerhas not

produced anything to replaceit,and the community isthen no
richerby the labourof the tailor,than ifthe same sum had been

paidfora stallatthe opera. Nevertheless,societyhas been richer

by the labour while the coat lasted, that is, until society, through
one of its unproductivemembers, chose to consume the produce

ofthe labourunproductively.The easeofthegoldlaceor thepine
appleisno furtherdifferent,then thattheyarestillfurtherremoved

than the coat from the character of necessaries. The_ t_in_s aiso
are wealth until they have been consumed.

§ 6. We see, however, by this, that there is a distinction, more
important to the wealth of a community than even that between

productive and unproductive labour; the distinction, namely,
between labour for the supply of productive, and for the supply of

unproductive, consumption; between labour employed in keeping
up or in adding to the productive resources of the country, and that
which is employed otherwis_ Of the produce of the country,a

part only is destined to be consumed productively ; the remainder
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supplies the unproductive consumption of producers, and the
entire consumption of the unproductive classes. Suppose that the
proportion of the annual produce applied to the first purpose
amounts to half; then one-half the productive labourers of the
country are all that are employed in the operations on which
the permanent wealth of the country depends. The other half are
occupied from year to year and from generation to generation in
producing things which are consumed and disappear without return ;
and whatever this half consume is as completely lost, as to any
permanent effect on the national resources, as if it were consumed
unproductively. Suppose that this second hal/ of the labouring
population ceased to work, and that the government or their parishes
maintained them in idleness for a whole year : the first half would
suffice to produce, as they had done before, their own necessaries
and the necessaries of the second half, and to keep the stock of
materials and implements undjminl.qhed : the unproductive classes,
indeed, would be either starved or obliged to produce their own
subsistence, and the whole community would be reduced during a year
to bare necessaries ; but the sources of production would be unim-

paired, and the next year there would not necessarily be a smaller
produce than if no such interval of inactivity had occurred ; while
if the case had been reversed, if the first half of the labourers had

suspended their accustomed occupations, and the second half
had continued theirs, the country at the end of the twelvemonth
would have been entirely impoverished.

It would be a great error to regret the large proportion of the
annual produce, which in an opulent country goes to supply unpro-
ductive consumption. It would be to lament that the community
has so much to spare from its necessities, for its pleasures and for all
higher uses. This portion of the produce is the fund from which
all the wants of the community s other than that of mere living, are
provided for; the measure of its means of enjoyment, and of its
power of accomplishing all purposes not productive. That so great a
surplus should be available for such purposes, and that it should be
applied to them, can only be a subject of congratulation. The things
to be regretted, and which are not incap_le of being remedied,
are the prodigious inequality with which this surplus is distributed,
the tittle worth of the objects to which the greater part of it ia
devoted, and the large share which falls to the lot of persons who
render no equivalent service in return.1

I [Bee Appendix D. Produefivea_l Unprodcvtiw]



CHAPTER IV

07 CAPITAI,

1. IT has been seen in the preceding chapters that besides
the primary and universal requisites of production, labour and
natural agents, there is another requisite without which no pro-
ductive operations, beyond the rude and scanty begim_gs of i_riml-
five industry, are possible : namely, a stock, previously accumulated,
of the products of former labour. This accumulated stock of the
produce of labour is termed Capital The function of Capital in
production it is of the utmost importance thoroughly to understand,
since a number of the erroneous notions _ith which our subject
is infested originate in an imperfect and conhlsed apprehension
of this point.

Capital, by persons wholly unused to reflect on the subject, is
supposed to be synonymous with money. To expose this mis-
apprehension, woutd be to repeat what has been said in the intro-
ductory chapter. Money is no more synonymous with capital than
it is with wealth. Money cannot in itself perform any part of the
ofl_ce of capital, since it c_n afford no assistance to production. To
do this, it must be exchanged for other things ; and anything, which
is susceptible of being exchanged for other things, is calmb]e of
contributing to production in the same degree. What cal_al does
for production, is to afford the shelter, protection, tools and material8
which the work requires, and to feed and otherwise maintain the
labourers during the process. These are the services which present
labour requires from past, and from the produce of past, labour.
Whatever things are destined for this use--destined to supply
productive labour with these various prerequisites--are Capital.

To familiarize ourselves with the conception, let us consider
what is done with the capital invested in any of the branches of
business which compose the productive industry of a country. A
manufacturer, for example, has one part of his capital in the form
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of bm_ldings, fitted and destined for carrying nn his branch of manu-

facture. Another part he has in the form _J machinery. A third
consists, if he be a spinner, of raw cotton, flax, or wool ; if a weaver_
of flaxen, woollen, silk, or cotton, thread ; and the Like, according
to the nature of the manufacture. Food and clothing for his opera-
fives it is not the custom of the present age that he should directly
provide; and few capitalists, except the producers of food or
clothing, have any portion worth mentioning of their capital in
tha_ shape. Instead of this, each capitalist has money, which he
pays to his workpeople, and so enables them to supply themselves.
he has also finished goods in his warehouses, by the sale of which he
obtains more money, to employ in the same manner, as well as to
replenish his stock of materials, to keep his buildings and machinery
in repair, and to replace them when worn out. His money and
finished goods, however, are not wholly capital, for he does not wholly
devote them to these purposes : he employs a part of the one, and
of the proceeds of the other, in supplying his personal consumption
and that of his family, or in hiring grooms and valetq, or maintaining
hunters and hounds, or in educating his children, or in paying taxes,
or in charity. What then is his capital ? Precisely that part of his
possessions, whatever it be, which is to constitute his fund for
carrying on fresh production. It is of no consequence that a part,
or even the whole of it, is in a form in which it c_nnot directly
supply the wants of labourers.

Suppose, for it.stance, that the capitalist is a hardware manu-
|acturer, and that his stock in trade, over and above his machinery,
consists at present wholly in iron goods. Iron goods cannot feed
labourers. Nevertheless, by a mere change of the destination of
these iron goods, he can cause labourers to be ted. Suppose that
with a portion of the proceeds he intended to maintain a pack of
hounds, or an establishment of servants ; and that he changes his
intention, and employs it in his business, paying it in wages to
additional workpeople. These workpeople are enabled to buy and
co_ume the food which would otherwise have been consumed by the

hounds or by the servants ; and thus, without the employer's ha_ing
seen or touched one particle of the good, his_onduct has detern_ined
that so much more of the food existing in the country has been
devoted to the use of productive labourers, and so much less con-
sumed in a manner wholly unproductive. Now vary. the hypothesis,

and suppose that what is thus paid in wages would otherwise have
been laid out not in ieeding servants or hounds, but in buying plate
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and jewels; and in order to render the effect perceptible, let ut
suppose that the change takes place on a considerable scale, and
that a large sum is diverted from buying plate and jewels to employ-
ing productive labourers, whom we shall suppose to have been
previously, like the Irish peasantry [1848], only half employed
and haK fed. The labourers, on receiving their increased wages,
will not lay them out in plate and jewels, but in food. There is not,
however, additional food in the country; nor any unproductive
labourers or animals, as in the former case, whose food is set free

for productive purposes. Food will therefore be imported if possible;
if not possible, the labourers will remain for a season on their short
allowance : but the consequence of this change in the demand for
commodities, occasioned by the change in the expenditure of
capitalists from unproductive to productive, is that next year more
food will be produced, and less plate and jewellery. So that again,
without having had anything to do with the food of the labourers
directly, the conversion by individuals of a portion of their property,
no matter of what sort, from an unproductive destination to a pro-
ductive, has had the effect of causing more food to be appropriated
to the consumption of productive labourers. The distinction, then,
between Capital and Not-capital, does not lie in the kind of commo-
dities, but in the mind of the capitalist--in his will to employ them
for one purpose rather than another; and all property, however
ill adapted in itself for the use of labourers, is a part of capital,
so soon as it, or the value to be received from it, is set apart for
productive reinvestment. The sum of all the values so destined
by their respective possessors, composes the capital of the country.
Whether all those values are in a shape directly applicable to pro-
ductive uses, makes no di_erence. Their shape, whatever it may
be, is a temporary accident : but once destined for production, they
do not fail to find a way of transforming themselves into thin mi
capable of being applied to it.

§ 2. As whatever of the produce of the country is devoted to
production is capital, so, conversely, the whole of the capital of the
country is devoted to production. This second proposition, however,
must be taken with some limitations and explanations. A fund may
be seeking for productive employment, and find none, adapted to
the inclinations of its possessor: it then is capital still, but unem-
ployed capitaL Or the stock may consist of unsold goods, not
luweptible of direct application to Froductive uses, and not, at the
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moment, marketable : these, until sold, are in the condition ot
unemployed oapital. Again, artificial or accidental circumstances
may render it necessary to possess a larger stock in advance, that
is, a larger capital before entering on production, than is required
by the nature of things. Suppose that the government lays a tax on
the production in one of its earlier stages, as for instance by taxing
the material. The manufacturer has to advance the tax, before

commencing the manufacture, and is therefore under a necessity o|
having a larger accumulated fund than is required for, or is
actually employed in, the production which he carries on. He
must have a larger capital, to maintain the same quantity of
productive labour; or (what is equivalent) with a given capital
he maintains less labour. This mode of levying taxes, therefore,
limits unnecessarily the industry of the country: a portion of
the fund destined by its owners for production being diverted
from its purpose, and kept in a constant state of advance to the
government.

For another example : a farmer may enter on his farm at such
a time of the year, that he may be required to pay one, two, or even
three quarters' rent before obtaining any return from the produce.
This, therefore, must be paid out of his capital. Now rent, when
paid for the land itself, and not for improvements made in it by labour,
is not a productive expenditure. It is not an outlay for the
support of labour, or for the provision of implements or materials
the produce of labour. It is the price paid for the use of an
appropriated natural agent. This natural agent is indeed as in-
dispensable (and even more so) as any implement: but the
having to pay a price for it, is not. In the case of the implement
(a thing produced by labour) a price of some sort is the necessary
condition of i_A existence: but the land exists by nature. The

payment for it, therefore, is not one of the expenses of pro-
duction ; and the necessity of making the payment out of capital
makes it requisite that there should be a greater capital, a greater
antecedent accumulation of the produce of past labour, than is
naturally necessary, or than is needed where land is occupied on a
different systen_. This extra capital, thoug]Lintended by its owners
for production, is in reality employed unproductively, and annually
replaced, not from any produce of its own, but from the produce of
the labour supported by the remainder of the farmer's capital.

Finally, that large portion of the productive capital of a country
which is employed in paying the wages and salaries el labourers
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evidently is not, all of it, strictly and indispensably necessary for
production. As much of it as exceeds the actual necessaries of life
and health (an excess which in the case of skilled labourers is

usually considerable) is not expended in supporting labour, but
in remunerating it, and the labourers could wait for this part of thek
remuneration until the production is completed; it needs not
necessarily pre-exist as capital : and if they unfortunately had to
forego it altogether, the same amount of production might take
place. In order that the whole remuneration of the labourers should
be advanced to them in daily or weekly payments, there must exist
in advance, and be appropriat_l to productive use, a greater stock,
or capital, than would suffice to carry on the existing extent of
production: greater, by whatever amount of remuneration the
labourers received, beyond what the self-interest of a prudent slave _
master would assign to his slaves. In truth, it is only after an
abundant capital had already been accumulated, that the practice
of paying in advance any remuneration of labour beyond a bare
subsistence could possibly have arisen : since whatever is so paid,
is not really applied to production, but to the unproductive consump-
tion of productive labourers, indicating a fund for production
sufficiently ample to admit of habitually diverting a part of it to a
mere convenience.

It will be observed that I have assumed, that the labourers are

always subsisted from capital: and this is obviously the fact,
though the capital needs not necessarily be furnished by a person
called a capitalist. When the labourer maintains himself by funds
of his own, as when a peasant-farmer or proprietor lives on the
produce of his land, or an artisan works on his own account, they are
still supported by capital, that is, by funds provided in advance.
The peasant does not subsist this year on the produce of this year's
harvest, but on that of the last. The artisan is not living on the
proceeds of the work he has in hand, but on those of work previously
executed and disposed of. Each is supported by a small capital of
his own, which he periodically replaces from the produce of his
labour. The large capitalist is, in like manner, maintained from

funds provided in advance. If he personally conducts his operations,
as much of his personal or household expenditure as does not exceed
a fair remuneration of his labour at the market price must be con-

siderecl a part of his capital, expended, like any other capital, for
production : and his personal consumption, so far as it cont_ c_
necessaries, is productive consumption.



OAPITAL

§ S. At the risk of being tedious, I must add a few more illus-
trationm, to bring out into a still clearer and stronger light the idea
of Capital As M. Say truly remarks, it is on the very elements of
our subject that illustration is most usefully bestowed, since the
greatest errors which prevail in it may be traced to the want of a
thorough mastery over the elementary ideas. Nor is this surprising :
a branch may be diseased and all the rest healthy, but unsoundne_
at the root diffuses unhealthiness through the whole tree.

Let us therefore consider whether, and in what cases, the property
of those who live on the interest of what they possess, without being
personally engaged in production, can be regarded as capital. It is
so called in common language, and, with reference to the individual,
not improperly. All funds from which the possessor derives an
income, which income he can use without sinking and dissipating
the fund itself, are to him equivalent to capital. But to transfer
hastily and inconsiderately to the general point of view propositions
which are true of the individual has been a source of innumerable

errors in political economy. In the present instance, that which is
virtually capital to the individual, is or is no_ capital to the nation,
according as the fund which by the supposition he has not dissipated,
has or has not been dissipated by somebody else.

For example, let property of the value of ten thousand pounds
belonging to A, be lent to B, a farmer or manufacturer, and employed
profitably in B's occupatiom It is as much capital as if it belonged
to B. A is really a farmer or manufacturer, not personally, but in

respect of his property. Capital worth ten thousand pounds ia
employed in production--in maintaining labourers and providing
tools and materials ; which capital belongs to A, while B takes the

trouble of employing it, and receives for his remuneration the differ-
ence between the profit which it yields and the interest he pays
to A. This is the simplest case.

Suppose next that A's ten thousand pounds, instead of being
lent to B, are lent on mortgage to C, a landed proprietor, by whom
they are employed in improving the productive powers of his estate,
by fencing, draining, road-making, or permanent manures. This
il productive employment. The ten thou_nd pounds are sunk,
but not dissipated. They yield a permanent return ; the land now
affords an increase of produce, sufficient, in a few years, if the outlay
has been judicious, to replace the amount, and in time to multiply
it manifold. Here, then, is the value of ten thousand pounds,

employed in increasing the produce of the country. This constitutes
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a capital, for which C, if he lets his land, receives the returns In the
nominal form of increased rent; and the mortgage entitles A to
receive from these returns, in the shape of interest, such annual sum
as has been agreed on. We will now vary the circumstances, and
suppose that C does not employ the loan in improving his land, but
in paying off a former mortgage, or in making a provision for children.
Whether the ten thousand pounds thus employed are capital or not,
will depend on what is done with the amount by the ultimate receiver.
If the children invest their fortunes in a productive employment, or
the mortgagee on being paid off lends the amount to another land-
holder to improve his land, or to a manufacturer to extend his
business, it is still capital, because productively employed.

Suppose, however, that C, the borrowing landlord, is a spend-
thrift, who burdens his land not to increase his fortune but to

squander it, expending the amount in equipages and entertainments.
In a year or two it is dissipated, and without return. A is as rich
as betore; he has no longer his ten thousand pounds, but he has a
lien on the land, which he could still sell for that amount. C,

however, is 10,000/. poorer than formerly; and nobody is richer.
It may be said that those are richer who have made profit
out of the money while it was being spent. No doubt if C lost
it by gaming, or was cheated of it by his servants, that is a mere
transfer, not a destruction, and those who have gained the
amount may employ it productively. But if C has received the
fair value for his expenditure in articles of subsistence or luxury,
which he has consumed on himself, or by means of his servants or
guests, these articles have ceased to exist, and nothing has been
produced to replace them : while if the same sum had been employed
in farming or manufacturing, the consumption which would have
taken place would have been more than balanced at the end of the
year by new products, created by the labour of those who would in
that case have been the consumers. By C's prodigality, that which
would have been consumed with a return, is consumed without

return. C's tradesmen may have made a profit during the process ;
but if the capital had been expended productively, an equivalent
profit would have been made by builders, fencers, tool-makers, and
the tradespeople who supply the consumption of the labouring classes;
while at the expiration of the time (to say nothing of any increase),
C would have had the ten thousand pounds or its value l_placed
to him, which now he has not. There is, therefore, on the general
result, a difference to the disadvautagu of the community, of
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at least ten thousand pounds, being the amount of C's unproductive
expenditure. To A, the difference is not material, since his income
k secured to him, and while the security is gooct, and the market
rate of interest the same, he can always sell the mortgage st its
oziginal value. To A, therefore, the llen of ten thousand pounds on
O's estate, is virtoally a capital of that amount; but is it so in
reference to the community ? It is not. A had a capital of ten
thousand pounds, but this has been extinguished--dissipated and
destroyed by C's prodigality. A now receives his income, not
from the produce of his capital, but from some other source of income
belonging to C, probably from the rent of his land, that is, from
payments made to him by farmers out of the produce of t/_/r capital.
The national capital is diminished by ten thousand pounds, and the
national income by all which those ten thousand pounds, employed
as capital, would have produced. The loss does not fall on the owner
of the destroyed capital, since the destroyer has agreed to indemnify
him for it. But his loss is only a small portion of that sustained by
the community, since what was devoted to the use and consumption
of the proprietor was only the interest; the capital itself was, or
would have been, employed in the perpetual maintenance of an
equivalent number of labourers, regularly reproducing what they
consumed: and of this maintenance they are deprived without
compensation.

Let us now vary the hypothesis still further, and suppose that
the money is borrowed, not by a landlord, but by the State. A
lends his capital to Government to carry on a war : he buys from
the State what are called government securities; that is, obhgations
on the government to pay a certain annual income. If the govern-
ment employed the money in making a railroad, this might be a
productive employment, and A's property would still be used as
capital ; but since it is employed in war, that is, in the pay of officcr_
and soldiers who produce nothing, and in destroying a quantity of
gunpowder and bullets without return, the government is in the
situation of C, the spendthrift landlord, and A's ten thousand pounds
are so much national capital which once existed, but exists no longer._
virtually thrown into the tea, as far as b_alth or production is
concerned ; though for other reasons the employment of it may
have been justifiable. A's subsequent income is derived, not from
the produce of his own capital, but from taxes drawn from the
produce of the remaining capital of the community ; to whom his
capitalis not yielding any return, to indemnify them for the l_yment
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it is lost and gone, and what he now possesses is a claim on the returns
to other people's capital and industry. This claim he can sell, and
get back the equivalent of his capital, which he may afterwards
employ productively. True; but he does not get back his own
capital, or anything which it has produced ; that, and all its possible
returns, are extinguished : what he gets is the capital of some other
person, which that person is willing to exchange for his lien on the
taxes. Another capitalist substitutes himself for A as a mortgagee
of the public, and A substitutes himself for the other capitalist
as the possessor of a fund employed in production, or available for
it. By this exchange the productive powers of the community are
neither increased nor diminished. The breach in the capital ot
the country was made when the government spent A's money:
whereby a value of ten thousand pounds was withdrawn or withheld
from productive employment, placed in the fund for unproductive
0onsumption, and destroyed without equivalent. 1

I lSeeAppendirE. _'_ De_t_ ofOa_o/t_]



CHAPTER V

]I_NDAMENTAL PROPO8ITION8 RESPW.C_I'INQ CAPITAt

§ 1. D the preceding explanations have answered their purpose,
they have given not only a sufficiently complete possession of the
ides of Capital according to its definition, but a sufficient familiarity
with it in the concrete, and amidst the obscurity with which the
complication of individual circumstances surrounds it, to have
prepared even the unpractised reader for certain elementary pro-
positions or theorems respecting capital, the full comprehension of
which is already a considerablestep out of darkness into light.

The first of these propositions is, That industry is limited by
capitaL This is so obvious as to be taken for granted in many
common forms of speech ; but to see a truth occasionally is one thing,
to recognise it habitually, and admit no propositions inconsistent with
it, is another. The axiom was until lately almost universally disre-
garded by legislators and political writers ; and doctrines irrecon-
cihable with it are still very commonly professed and inculcated.

The following are common expressions implying its truth. The
act of directing industry to a particular employment is described
by the phrase " applying capital" to the employment. To employ
industry on the land is to apply capital to the land. To employ
labour in a manufacture is to invest capital in the manufacture.
This implies that industry cannot be employed to any greater extent
than there is capital _o invest. The proposition, indeed, must
be assented to as soon as it is distinctly apprehended. The expres-
sion " applying capital" is of course metaphorical : what is really
applied is labour; capital being an indispt_usablecondition. Again,
we often speak of the " productive powers of capital." This ex-
pression is not literally correct. The only productive powers are
those of labour and natural agents; or if any portion of capital
can by a stretch of language be said to have a productive power _t
its own, it is only tooh and machinery, which, like wind or ws_.
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may be said to co-operate with labour. The food of labourers and
the materials of production have no productive power ; but labour
cannot exert its productive power unless provided with them.
There can be no more industry than is supplied with materials to
work up and food to eat. Self-evident as the thing is, it is often
forgotten that the people of a country are maintained and have
their wants supplied, not by the produce of present labour, but
of past. They consume what has been produced, not what is about
to be produced. Now, of what has been produced, s part only is
allotted to the support of productive labour; and there will not
and cannot be more of that labour than the portion so allotted
(which is the capital of the country) can feed, and provide with the
materials and instruments of production.

Yet, in disregard of a fact so evident, it long continued to be
believed that laws and governments, without creating capital,
could create industry. Not by making the people more laborious,
or increasing the efficiency of their labour; these are objectB to
which the government can, in some degree, indirectly contribute.
But without any increase in the skill or energy of the labourers, and
without causing any persons to labour who had previously been
maintained in idleness, it was still thought that the govelnment,

without providing additional bands, could create additional employ-
ment. A government would, by prohibitory laws, put a stop to
the importation of some commodity ; and _hen by this it had
caused the commodity to be produced at home, it would plume
itself upon having enriched the country with a new branch o|
industry, would parade in statistical tables the amount of produce
yielded and labour employed in the production, and take credit for
the whole of this as a gain to the country, obtained through the
prohibitory law. Although this sort of political arithmetic hag
fallen a little into discredit in England, it still flourishes in the
nations of Continental Europe. Had legislators been aware that
industry is limited by capital, they would have seen that, the
aggregate capital of the country not having been increased, any
portion of it which they by their laws had caused to be embarked
in the newly-acquired branch of industry must have been with-
drawn or withheld from some other ; in which it gave, or would
have given, employment to probably about the same quantity
of labour which it _mploys in its new occupation.*

* An exception must be admitted when the industry created or upheld
by the restrictive _w belongs _ the elm of what are eal]ed domes_
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§ 2, Because industry is limited by capital, we are not however
_o infer that it always reaches that limit. Capital may be tem-
porarily unemployed, as in the case of unsold goods, or funds that
have not yet found an investment : during this interval it does not
set in motion any industry. Or there may not be as many labourers
obtainable, as the capital would maintain and employ. This has
been known to occur in new colonies, where capital has sometimes
perished uselessly for want of labour : the Swan River settlement
(now called Western Australia), in the first years after its foundation,
was an instance. There are many persons maintained from existing
capital, who produce nothing, or who might produce much more
than they do. If the labourers were reduced to lower wages, or
induced to work more hours for the same wages, or if their families,
who are already maintained from capital, were employed to a

greater extent than they now are in adding to the produce, a given
capital would afford employment to more industry. The un-
productive consumption of productive labourers, the whole of
which is now supplied by capital, might cease, or be postponed until
the produce came in; and additional productive labourers might
be maintained with the amount. By such means society might
obtain from its existing resources a greater quantity of produce:
and to such means it has been driven, when the sudden destruction

of some large portion of its capital rendered the employment
of the remainder with the greatest possible effect a matter of
paramount consideration for the time.

When industry has not come up to the limit imposed by capital,
governments may, in various ways, for example by importing addi-
tional labeurers_ bring it nearer to that limit : as by the importation

manufactures. These being carried on by persons already fed--by labouring
faro/lies, in the intervals of other employment--no transfer of capital to the
occupation is necessary to its being undertaken, beyond the value of the
materials and tools, which is often inconsiderable. If, therefore, a protecting
duty causes this occupation to be carried on, when it otherwise would not,
there is in this case a real increase of the production of the country.

In order to render our theoretical proposition invulnerable, this peculiar
ease must be allowed for ; but it does not touch the practical doctrine of free
trade. Domestic manufactures cannot, from t]_ very nature of things, require
protection, since the subsistenos of the labour_ersbeing provided from other
sources, the price of the product, however much it may be reduced, is nearly
all clear gain. If, therefore, the domestic producers retire from the competition,
it is never from necessity, but because the product is not worth the labour
it costs, in the opinion of the best judges, those whoenjoy the one and undergo
the other. They prefer the sacrifios of buying their clothing to the labour ¢d
making it. They will not continue their l_bour unless society will give rheim
Ion for it, than in their own opinion its product is worth.

it
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of Coolies and free Negroes into the West Indies. There k
another way in which governments can create additional industry.
They can create capital. They may lay on taxes, and employ
the amount productively. They may do what is nearly equivalent ;
they may lay taxes on income or expenditure, and apply the proceeds
towardspaying offthe publicdebts. The fundholder,when paid

off,would stilldesireto draw an income from his property,most

ofwhich thereforewould finditsway intoproductiveemployment,

whilea great part of itwould have been drawn from the fund

for unproductive expenditure,since people do not wholly pay

theirtaxesfrom what they would have saved,but partly,ifnot
chiefly,from what they would have spent. It may be added,

thatany increaseintheproductivepower ofcapital(or,more properly

speaking,oflabour)by improvementsintheartsoflife,orotherwise,

tendstoincreasethe employment forlabour; since,when thereis

a greaterproducealtogether,itisalwaysprobablethatsome portion

ofthe increasewillbe saved and convertedintocapital; especially

when the increasedreturnsto productiveindustryhold out an

additionaltemptationto the conversionof funds f_om an unpro-
ductivedestinationtoa productive.

§ 3. While, on the one hand, industryislimitedby capital,

so on the other,every increaseof capitalgives,or iscapableof

giving,additionalemployment to industry; and this without

assignablelimit. I do not mean todeny that the capital,orpart

of it,may be so employed as not tosupportlabourers,beingfixed

in machinery,buildings,improvement of land,and the like. In

any largeincreaseof capitala considerableportionwillgenerally
be thus employed, and willonly co-operatewith labourers,not

maintain them. What i do intendto assertis,that the portion
which is destined to their maintenance, may (supposing no altera-
tion in anything else) be indefinitely increased, without creating an
impossibility of finding them employment: in other words, that
if there are human beings capable of work, and food to feed them,
they may always be employed in producing something. This
proposition requires to be somewhat dwelt upon, being one of those
which it is exceedingly easy to assent to when presented in general
terms, but somewhat difficult to keep fast hold of, in the crowd and
confusion of the actual facts of society, It is also very much opposed
to common doctrine& There is not an opinion more general among
manlcind than this,"_hatthe unproductiveexpenditureof the rich
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k necessary to the employment of the poor. Before Adam Smith,
the doctrine had hardly been questioned ; and even since his time,
authors of the highest name and of great merit* have contended,
that if consumers were to save and convert into capital more than
a limited portion of their income, and were not to devote to un-
productive consumption an amount of means bearing a certain
ratio to the capital of the country, the extra accumulation would
be merely so much waste, since there would be no market for the

commodities which the capital so created would produce. I conceive
this to be one of the many errors arising in political economy, from
the practice of not beginning with the examination of simple cases,
but rushing at once into the complexity of concrete phenomena.

Every one can see that if a benevolent government possessed

all the food, and all the implements and materials, of the community,
it could exact productive labour from all capable of it, to whom
it allowed a share in the food, and could be in no danger of wanting
a field for the employment of this productive labour, since as long
as there was a single want unsaturated (which material objects
could supply) of any one individual, the labour of the community
could be turned to the production of something capable of satisfying
that want. Now, the individual possessors of capital, when they
add to it by fresh accumulations, are doing precisely the same
thhlg which we suppose to be done by a benevolent government.
As it is allowable to put any case by way of hypotheds, let us
imagine the most extreme case conceivable. Suppose that every
capitalist came to be of opinion that, not being more meritorious
than a well-conducted labourer, he ought not to fare better; and

accordinglylaidby, from conscientiousmotives,the surplusof

hisprofits; orsupposethisabstinencenotspontaneous,but imposed
by law or opinionupon allcapitalists,and upon landownerslike-

wise. Unproductive expenditureis now reduced to its lowest

limit: and itisasked,how istheincreasedcapitalto findemploy-

ment t Who is to buy the goods which it will produce ? The,re are
no longer customers even for those which were produced before.
The goods, therefore, (it is said) will remain unsold ; they will perish
in the warehouses; until capital is_ebronght down to what it was
originally, or rather to as much leas, as the demand of the consumers
has lessened. But this is seeing only one-half of the matter. In
thecase supposed,there would no longer be any demand for luxuries,

" ]_orexsmple, Mr.Msdthus,Dr. a_a]mem,M.de SismondL
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on the part of capitalists and landownerL But when these cless_
turn their income into capital, they do not thereby annihilate their
power of consumption; they do but transfer it from themselves
to the labourers to whom they gi_e employment. Now, there are
two possible suppositions in regard to the labourers ; either there
is, or there is not, an increase of their numbers, proportional to the
increase of capital. If there is, the case offers no difficulty. The

productio_ Jf necessaries for the new population, takes the place
of the production of luxurie_ iora portion of the oM, and supplies
exactly the amount of employment which has been lost. But
suppose that there is no increase of population. The whole
of what was previously expended in luxuries, by capitalists and
landlords, is distributed among the existing labourers, in the form
of additional wages. We will assume them to be already sufficiently
supplied with necessaries. What follows ? That the labourers
become consumers of humries ; and the capital previously employed
in the production of luxuries is still able to employ itself in the
same manner: the difference being, that the luxuries are shared
among the commKuity generally, instead of being confined to a
few. The increased accumulation and increased production might,

rigorously speaking, continue, until every labourer had every
indulgence of wealth, conAi_tent with continuing to work ; supposing
that the power of their labour were physically sufficient to produce
all this amount of indulgences for their whole number. Thus the

limit of wealth is never deficiency of consumers, but of producers and
productive power. Every addition to capital gives to labour either
additional employment, or additional remuneration ; enriches either
the country, or the labouring clasa If it finds additional hands to set
to work, it increases the aggregate produce ; if only the same hands,
it gives them a lager share of it ; and perhaps even in this case, by
stimulating them to greater exertion, augments the produce itself.

§ 4. A second fundamental theorem respecting Capital relates
to the source from which it is derived. It is the result of saving.
The evidence of this lies abundantly in what has been already said
on the subject. But the proposition needs some further illustration.

If all persons were to expend in personal indulgences all that

they produce, and all the income they receive from what is produced
by others, capital could not increase. All capital, with a trifling
exception, was originally the result of saving. I say, with a trifling
exception ; because a person who labours on his own account may
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_end on his own account all heproduces, without becoming destitute;
and the provision of necessaries on which he subsists until he has
reaped his harvest, or sold his commodity, though a real capital,
cannot be said to have been saved, since it is all used for the supply
of his own wants, and perhaps as speedily as if it had been consumed
in idleness. We may imagine a number of individuals or families
6ettled on as many separate pieces of land, each living on what their
own labour produces, and consuming the whole produce. But even
these must save (that is, spare from their personal consumption) as
much as.is necessary for seed. Some saving, therefore, there must
have been, even in this simplest of all states of economical relations ;
people must have produced more than they used, or used less than
they produced. Still more must they do so before they can employ
other labourers, or increase their production beyond what can be
accomplished by the work of their own hands. All that any one
employs in supporting and carrying on any other labour than his own_
must have been originally brought together by saving ; somebody
must have produced it and forborne to consume it. We may say,
therefore, without material inaccuracy, that all capital, and especially
all addition to capital, is the result of saving.

In a rude and violent state of society, it continually happens
that the person who has capital is not the very person who hu
saved it, but some one who, being stronger, or belonging to a more
powerful community, has possessed himself of it by plunder. And
even in a state of things in which property was protected, the in-
crease of capital has usually been, for a long time, mainly derived
from privations which, though essentially the same with saving, are
not generally called by that name, because not voluntary. The actual
producers have been slaves, compelled to produce as much as force
could extort from them, and to consume as little as the self-interest
or the usually very slender humanity of their taskmasters would
permit. This kind of compulsory saving, however, would not have
caused any increase of eapital, unless a part of the amount had been
saved over again, voluntarily, by the master. If all that he made his
slaves produce and forbear to con_une, had been consumed by him
on personal indulgences, he would not have increased his capital,
nor been enabled to maintain an increasing number of slaves. To
maintain any slaves at all, implied a previous saving; a stock,
at least of food, provided in advance. This saving may not, how-
ever, have been made by any self-imposed privation of the master ;
but more probably by that of the slaves themselves while free ; the
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rapine or war, which deprived them of their personal liberty, having
transferred also their accumulations to the conqueror.

There are other cases in which the term saving, with the associa-
tions usually belonging to it, does not exactly fit the operation by
which capital is increased. If it were said for instance, that the only
way to accelerate the increase of capital is by increase of saving,
the idea would probably be suggested of greater abstinence, and
increased privation. But it is obvious that whatever increases the
productive power of labour crcates an additional fund to make
savings from, and enables capital to be enlarged not only.without
additional privation, but concurrently with an increase of personal
consumption. Nevertheless, there is here an increase of saving,
in the scientific sense. Though there is more consumed, there is also
more spare_ There is a greater excess of production over con-
sumption. It is consistent with correctness to call this a greater
saving. Though the term is not unobjectionable, there is no other
which is not liable to as great objections. To consume less than is
produced, is saving; and that is the process by which capital is
increased; not necessarily by cons,mlng less, absolutely. We
must not allow ourselves to be so much the slaves of words, as to be
unable to use the word saving in this sense, without being in danger
of forgetting that to increase capital there is another way besides
consuming less, namely, to produce more.

§ 5. A third fundamental theorem respecting Capital, closely
connected with the one last discussed, is, that although saved,
and the result of saving, it is nevertheless consumed. The word
saving does not imply that what is saved is not consumed, nor even
necessarily that its consumption is deferred ; but only that, if con-
sumed immediately, it is not consumed by the person who saves it.
If merely laid by for future use, it is said to be hoarded ; and while
hoarded, is not consumed at all. But if employed as capital, it is all
consumed; though not by the capitalist_ Part is exchanged for
tools or machinery, which are worn out by use; part for seed or
marsala, which are destroyed as such by being sown or wrought
up, and destroyed altogether by the consumption of the ultimate
product. The remainder is paid in wages to productive labourers,
who consume it for their daily wants ; or if they in their turn save
any part, this also is not, generally mpeakiug, hoarded, but (through
savings banks, benefit clubs, or tome other channel) re-employed m
capital, and conmmte&
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The principle now stated is a strong example of the necessity
of attention to the most elementary truths of our subject : for it is
one of the most elementary of them all, and yet no one who has not
bestowed some thought on the matter is habitually aware of it,
and most are not even willing to admit it when first stated. To
the vulgar, it is not at all apparent that what is saved is consumed.
To them, every one who saves appears in the light of a person who
hoards : they may think such conduct permissible, or even laudable,
when it is to provide for a family, and the like ; but they have no
conception of it as doing good to other people : saving is to them
another word for keeping a thing to oneself ; while spending appears
to them to be distributing it among others. The person who
expends his fortune in unproductive consumption is looked upon as
difhLqingbenefits all around ; and is an object of so much favour,
that some portion of the same popularity attaches even to him who
spends what does not belong to him ; who not only destroys his own
capital, if he ever had any, but under pretence of borrowing, and on
promise of repayment, possesses himself of capital belonging to
others, and destroys that likewise.

This popular error comes from attending to a small portion
only of the consequences that flow from the saving or the spending ;
all the effects of either which are out of sight being out of mind.
The eye follows what is saved into an imaginary strong-box, and
there loses sight of it; what is spent, it follows into the hands of
tradespeople and dependents; but without reaching the ultimate
destination in either case. Saving (for productive investment),
and spending, coincide very closely in the first stage of their opera-
tions. The effects of both begin with consumption; with the
destruction of a certain portion of wealth ; only the things consumed,
and the persons consuming, are different. There is, in the one case,
a wearing out of tools, a destruction of material, and a quantity
of food and clothing supplied to labourers, which they destroy
by use : in the other ease, there is a consumption, that is to say, a
destruction, of wines, equipages, and furniture. Thus far, the con-
sequence to the national wealth has been much the same ; an equi-
valent quantity of it has been d_royed in both cases. But in the
spending, this first stage is also the final stage; that particular amount
of the produce of labour has disappeared, and there is nothing left ;
while, on the contrary, the saving person, during the whole time
that the destruction was going on, has had labourers at work repair

it ; who are ultimately found to have replaced, with an increase.
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the equivalent of what has been consumed. And as this operation
admits of being repeated indefinitely without any flesh act of
saving, a saving once made becomes a fund to maintain a cortes-
pending number of labourers in perpetuity, reproducing annually
their own maintenance with a profit.

It is the intervention of money which obscures, to an unpraetised
apprehension, the true character of these phenomena. Almost all
expenditure being carried on by means of money, the money comes
to be looked upon as the main feature in the transaction; and
since that does not perish, but only changes hands, people overlook
the destruction which takes place in the ease of unproductive
expenditure. The money being merely transferred, they think the
wealth also has only been handed over from the spendthrift to other
people. But this is simply confounding money with wealth. The
wealth which has been destroyed was not the money, but the wines,
equipages, and furniture which the money purchased; and these

having been destroyed without return, society collectively is poorer
by the amount. It may be said, perhaps, that wines, equipages,
and furniture, are not subsistence, tools, and materials, and could
not in any case have been applied to the support of labour ; that the_
are adapted for no other than unproductive consumption, and that
the detriment to the wealth of the community was when they were
produced, not when they were consume& I am willing to allow
this, as far as is necessary for the argument, and the remark would
be very pertinent if these expensive luxuries were drawn from an
existing stock, never to be replenishecL But since, on the contrary,
they continue to be produced as long am there are consumers for
them, and are produced in increased quantity to meet an increased
demand ; the choice made by a consumer to expend five thousand

a year in luxuries keeps a corresponding number of labourers
employed from year to year in producing things which can be of no
use to production; their services being lost so far as regards the
increase of the national wealth, and the tools, materials, and food

which they annually consume being so much subtracted from the
general stock of the community applicable to productive purposes.
In proportion as any class is improvident or luxurious, the industry
of the country takes the direction of producing luxuries for their
use; while not only the employment for productive labourers is
diminished, but the subsistence and instruments which are the

means of such employment do actually exist in smaller quantity.
Saving, in short, enriches, and spending impoverishes, the
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eommunity along with the individual; which is but saying in
other words, that society at large is richer by what it expends

in maintaining and aiding productive labour, but poorer by what

it consumes in its enjoyments.*

§ 6. To return to our fundamental theorem. Everything

which is produced is consumed; both what is saved and what is

said to be spent ; and the former quite as rapidly as the latter.

All the ordinary forms of language tend to disguise this. When

people talk of the ancient wealth of a country, of riches inherited

* It is worth while to direct attention to several circumstances which to a
certain extent diminish the detriment caused to the general wealth by the
prodigality of individuals, or raise up a compensation, more or less ample, as
a consequence of the detriment itself. One of the_e is, that spendthrift8 do not
usually succeed in consuming all they spend. Their hahitual carelessne_ as to
expenditure oanses them to be cheated and robbed on all quarters, often by
persons of frugal habits. Large accumulations are continually made by the
agents, stewards, and even domestic servants, of improvident persons of fortune ;
and they pay much higher prices for all purchases than people of careful
_abits, whioh accounts for their being popular as 0ustomera They are,
therefore, uctually not able to get into their possession and destroy a quantity
of wealth by any means equivalent to the fortune which they dissipate. Much
of it is merely transferred to others, by whom a part may he saved. Another
thing to be observed is, that the prodigality of some may reduce others to a
forced economy. Suppose a sudden demand for some article of luxury, caused
by the caprice of a prodigal, which not having been calculated on beforehand,
there has been no increase of the usual supply. The price will rise ; and may
rise beyond the means or the inclinations of some of the habitual consumers,
who may in oonsequence forego their accustomed indulgence, and save the
amount. If they do not, but continue to expend as great a value as before
on the nemmodity, the dealers in it obtain, for only the same quantity of the
artiol_ a return increased by the whole of what the spendthrift has paid ; and
thus the amount which he loses is transferred bodily to them, and may he added
to their oapital : his increased personal consumption being made up by the
privations of the other purchasers, who have obtained less than usual of their
accustomed gratification for the same equivalent. On the other hand, a counter-
._is_puremust be going on somewhere, since the prodigal must have diminished

hases in some other quarter to balance the augmentation in this ; he has
e_epS called in funds employed in sustaining productive labour, and the

rs in subsistenoe and in the instruments of production have had commodi-
ties left on their hands, or have rcecived, for the usual amount of commodities,
a is_ than usual return. But such losses of income or capital, by industrious
persons except when of extraordinary amount, are generally made up by
inoreased pinching and privation ; sd'that the capita] of the community may
not be, on the whole, impaired, and the prodigal may have had his self-indulo
genes at the expense not of the permanent resources, but of the temporary
pleasures and comforts of others. For in every case the community are poorer
by what any one spends, unless others are in consequence led to curtal] their
spending. There are yet other and more recondite ways in which the profusion
of some may bring about its oompemmtion in the extra aavinbm of others ; but
tbe_ oan only be comddered in that part of the Fourth Book, whio_ treats of
the |_miting principle to the aoonm_ of capital

D2
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from ancestors, and similar expressions, the idea suggested iJ
that the riches so transmitted were produced long ago, at the time
when they are said to have been first acquired, and that no portion
of the capital of the country was produced this year, except as much
as may have been this year added to the total amount. The fact
is far otherwise. The greater part., in value, of the wealth now
existing in England has been produced by human hands within
the last twelve months. A very small proportion indeed of that
large aggregate was in existence ten years ago ;--of the present
productive capital of the country scarcely any part, except farm-
houses and manufactories, and a few ships and machines; and
even these would not in most cases have survived so long, if fresh
labour had not been employed within that period in putting them
into repair. The land subsists, and the land is almost the only
thing that subsists. Everything which is produced perishes, and
most things very quickly. Most kinds of capital are not fitted
by their nature to be long pre_rved. There are a few, and but
a few productions, capable of a very prolonged existence. West-
minster Abbey hea lasted many centuries, with occasional repairs;
some Grecian sculptures have existed above two thousand years;
the Pyramids perhaps double or treble that time. But these were
objects devoted to unproductive use. If we except bridgea and
aqueducts (to which may in some countries be added tanks and
embankments), there are few instances of any edifice applied to
industrial purposes which has been of great duration ; such build-
ings do not hold out against wear and tear, nor is it good economy
to construct them of the solidity necessary for permanency. Capital
is kept in existence from age to age not by preservation, but by
perpetual reproduction : every part of it is used and destroyed,
generally very soon after it is produced, but those who consume
it are employed meanwhile in producing more. The growth of
capital is similar to the growth of population. Every individual who
is born, dies, but in each year the number born exceeds the number
who die: the population, therefore, always increases, though not
one person of those composing it was alive until a very recent date.

§ 7. This perpetual consumption and reproduction of caplt_l
affords the explanation of what has so often excited wonder, the
great rapidity with which countries recover from a state of devasta-
tion ; the disappearance, in a short time, of all traces of the mischief_
done by earthquakes, floods, hurricanes, and the ravages of w_
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An enemy lays waste a country by fire and sword, and destroys
or carries away nearly all the moveable wealth existing in it: all

the inhabitants are ruined, and yet, in a few years after, everything
is much as it was before. This v/s med/catr/z natures has been a

subject of sterile astonishment, or has been cited to exemplify the
wonderful strength of the principle of saving, which can repair
such enormous losses in so brief an interval. There is nothing
at all wonderful in the matter. What the enemy have destroyed,
would have been destroyed in a little time by the inhabitants
themselves: the wealth which they so rapidly reproduce, would
have needed to be reproduced and would have been reproduced
in any case, and probably in as short a time. Nothing is changed,
except that during the reproduction they have not now the advano
tnge of consuming what had been produced previously. The possi-
bility of a rapid repair of their disasters mainly depends on whether
the country has been depopulated. If its effective population
have not been extirpated at the time, and are not starved afterwards ;
then, with the same skill and knowledge which they had before,
with their land and its permanent improvements undestroyed,
and the more durable buildings probably unimpaired, or only
portial]y injured, they have nearly all the requisites for their former
amount of production. If there is as much of food left to them,

or of valuables to buy food, as enables them by any amount o|
privation to remain alive and in working condition, they will in a

short time have raised as great a produce, and acquired collectively
as great wealth and as great a capital, as before; by the mere
continuance of that ordinary amount o[ exertion which they are
accustomed to employ in their occupations. Nor does this evince
any strength in the principle of saving, in the popular sense of the
term, since what takes place is not intentional abstinence, but
involuntary privation.

Yet so fatal is the habit of thinking through the medium of only
one set of technical phrases, and so little reason have studious men
to value themselves on being exempt from the very same mental

infirmities which beset the _vulgar, that this simple explanation
was never given (so far as I _un aware) by any political economist
before Dr. Chalmers ; a writer many of whose opinions I thlnlr erro-

neous, but who has always the merit of studying phenomena at first
hand, and expressing them in a language of his own, which often
uncovers aspects of the truth that the received phraseologies only
tend to hide_
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§ 8. The same author carries out this train of thought to some
important conclusions on another closely connected subject, that
of government loans for war purposes or other unproductive ex-
penditure. These loans, being drawn from capital (in lieu of taxes,
which would generally have been paid from income, and made up in
part or altogether by increased economy) must, according to the
principles we have laid down, tend to impoverish the country : yet
the years in which expenditure of this sort has been on the greatest
scale have often been years of great apparent prosperity: the
wealth and resources of the country, instead of diminishing, have
given every sign of rapid increase during the process, and of greatly
expanded dimensions after its close. This was confessedly the case
with-Great Britain during the last long Continental war; and it
would take some space to enumerate all the unfounded theories

in political economy to which that fact gave rise, and to which it
secured temporary credence ; almost all tending to exalt unproduc-
tive expenditure, at the expense of productive. Without entering
into all the causes which operated, and which commonly do operate,

to prevent these extraordinary drafts on the productive resources
of a country from being so much felt as it might seem reasonable
to expect, we will suppose the most unfavourable case possible:
that the whole amount borrowed and destroyed by the government

was abstracted by the lender from a productive employment in
which it had actually been invested. The capital, therefore, of the
country, is this year diminished by so much. But unless the amount
abstracted is something enormous, there is no reason in the nature
of the case why next year the national capital should not be as great
as ever. The loan cannot have been taken from that portion of

the capital of the country which consists of tools, machinery, and
buildings. It must have been wholly drawn from the portion em-
ployed in paying labourers : and the labourers _ill suffer accordingly.
But if none of them are starved ; if their wages can bear such an
amount of reduction, or ff charity interposes between them and
absolute destitution, there is no reason that their labour should

produce less in the next year than in the year hdore. If they
produce as much as usual, having been paid less by so many millions
sterling, these millions are gained by their employers. The breach
made in the capital of the country is thus instantly repaired, but
repaired by the privations and often the real misery of the labouring
class. Here is ample reason why such periods, even in the most
unfavourable circumstances, may easily be time_ of great gain
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to those whose prosperity u_ually pa_es, in the estimation of 1moiety,
for national prosperity.*

This leads to the vexed question to which Dr. Chalmers has very
particularly adverted ; whether the funds required by a government
for extraordinary unproductive expenditure, are best raised by loans,
the interest only being provided by taxes, or whether taxes should
be at once laid on to the whole amount; which is called in the
financial vocabulary, raising the whole of the supplies within the
year. Dr. Chalmers is strongly for the latter method. He says,
the common notion is that in calling for the whole amount in one
year, you require what is either impossible, or very inconvenient;
that the people cannot, without great hardshil_ pay the whole at
once out of their yearly income ; and that it is much better to require
of them a small payment every year in the shape of interest, than so
great a sacrifice once for all. To which his answer is, that the
sacrifice is made equally in either case. Whatever is spent, cannot
but be drawn from yearly income. The whole and every part ot
the wealth produced in the country forms, or helps to form, the
yearly income of somebody. The privation which it is supposed
must result from taking the amount in the shape of taxes is not
avoided by taking it in a loan. The suttering is not averted, but

ouly thrown upon the labouring classes, the least able, and who

* On the other hand, it must be remembered that war abstracts from pro-
ductive employment not only capital, but likewise labourers ; that the funds
withdrawn from the remuneration of productive labourers are partly employed
in paying the same or other individuals for unproductive labour ; and that by
this portion of its effects war expenditure acts in precisely the opposite manner
to that which Dr. Chalmers points out, and, so far as it goes, directly coun-
teracts the effects described in the text. So far as labourers are taken from
production, to man the army and navy, the labouring classes are not damaged,
the capitalists are not benefited, and the general produce of the country /J
diminished, by war expenditure. Accordingly, Dr. Chalmers's doctrine, though
true of this country, is wholly inapplicable to countries differently circum-
stanced ; to France, for example, during the Napoleon wars. At that period
the draught on the labouringpopulation of France, for a long series of years, was
enormous, while the funds which supported the war were mostly supplied by
contributions levied on the ucuntries overrun by the French arms, a very small
proportion alone cousisting of French capital. In France, accordingly, the
wages of labour didnot fall, hut rose; the employers of labourwere not benefited,
but injured ; while tbo wealth of the country was impaired by the suspension or
total Io_ Of SOvast an amount of its productive labour. In F.ngland all
was reversed. England employed comparatively few additional soldiers and
sai]ore of her own, while she diverted hundreds of millions of capital from
productive employment, to supply munitions of war and support armies fer
her Continental allies Consequently, sa shown in the text, her labourm_
sutured, her capitalists prospered,sad her permanent productive reacure_ did
mt fall off.
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leastought,tobearit: whilealltheinconvenience,physical,moral,

and political,produced by maintainingtaxes for the perpetual
payment of the interest,are incurredin pare los_ Whenever

capitaliswithdrawn from production,or from the fund destined

forproduction,to be lentto the State,and expended unprodue-

tively,that whole sum iswithheldfrom thelabouringclasses: the

loan,therefore,isintruthpaidoffthe same year; the whole oftbe

sacrificenecessaryforpayingitoffisactuallymade : onlyitispaid

tothe wrong persons,and thereforedoes not extinguishthe claim;

and paidby theveryworstoftaxes,a taxexclusivelyon thelabour-

ing class. And afterhaving,in thismost painfuland unjustway,

gone throughthe whole effortnecessaryforextinguishingthe debt,

the countryremainschargedwith it,and with the payment of its

interestinperpetuity.

These views appear to me strictlyjust,inso far as the value

absorbedinloanswould otherwisehave beenemployed inproductive

industry within the country. The practicalstate of the case,

however, seldom exactlycorrespondswith thissupposition.The
loansof the lesswealthy countriesare made chieflywith foreign

capital,which would not, perhaps,have been brought in to be

investedon any lesssecuritythan thatof the government : while

thoseofricha/idprosperouscountriesaregenerallymade, not with

funds withdrawn from productiveemployment, but with the new
accumulationsconstantlymaking from income,and oftenwith a

partofthem which,ifnotsotaken,would have migratedtocolonies,
orsoughtotherinvestmentsabroad. In thesecases(whichwillbe

more particularly examined hereafter*), the sum wanted may be
obtained by loan without detriment to the labourers, or derangement
of the national industry, and even Perhaps with advantage to
both, in comparison with raising the amount by taxation, since taxes,
especially when heavy, are almost always partly paid at the expense
of what would otherwise have been saved and added to capital.
Besides, in a country which makes so great yearly additions to its
wealth that a part can be taken and expended unproductively
without diminishing capital, or even preventing a considerable
increase, it is evident that even if the whole of what is so taken
would have become capital, and obtained employment in the
country,the effecton the labouringclassesisfar lessprejudicial,

and the caseagainstthe loansystem much leasstrong,than inthe

¢4me first supposed. This brief anticipation of a discu_ion which

* Infra, book iv. oimps, iv. v.
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wih find its proper place elsewhere appeared necessary to prevent
fa_e inferences from the premises previously laid down.

§ 9. We now pass to a fourth fundamental theorem respecting
Capital, which is, perhaps, oftener overlooked or misconceived
than even any of the foregoing. What supports and employs

productive labour, is the capital expended in setting it to work,
and not the demand of purchasers for the produce of the labour
when completed. Demand for commodities is not demand for
|about. The demand for commodities determines in what particular
branch of production the labour and capital shall be employed;
it determines the direction of the labom ; but not the more or lees

of the labour itse_ or of the maintenance or payment of the labour.
These depend on the amount of the capital, or other funds directiy
devoted to the sustenance and remuneration of labour.

Suppose, for instance, that there is a demand for velvet ; a fund
ready to be laid out in buying velvet, but no capital to establish the
manufacture. It is of no consequence how great the demand may
be; unless capital is attracted into the occupation, there will be
no velvet made, and consequently none bought; unless, indeed,
the desire of the intending purchaser for it is so strong, that he em-

ploys part of the price he would have paid for it in making advances
to work-people, that they may employ themselves in making
velvet ; that is, unless he converts part of his income into capital,
and invests that capital in the manufacture. Let us now reverse
the hypothesis, and suppose that there is plenty of capital ready for
making velvet, but no demand. Velvet will not be made ; but
there is no particular preference on the part of capital for
making velvet. Manufacturers and their labourers do not produce
for the pleasure of their customers, but for the supply of their own
wants; and, having still the capital and the labour which are the
essentials of production, they can either produce something else
which is in demand, or if there be no other demand, they themselves
have one, and can produce the things which they want for their own

consumption. So that the employment afforded to labour does not
depend on the purchasers, but on the capitalY I am, of course,
not taking into consideration the effecta of a sudden change. H
the demand ceases unexpectedly, after the commodity to supply it
is already produced, thiA introduces a different element into the

I [This mmtenoereplaced in the 3rd _I. (1852) the original text: "So th_
tim ospitsl oannot be dispensed wit_--the purchasers csm/' l
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question : the capital has actually been consumed in producing som_
thing which nobody wants or uses, and it has therefore perished, and
the employment which it gave to labour is at an end, not because
there is no longer a demand, but because there is no longer a capital
This case therefore does not test the principle. The proper test is,
to suppose that the change is gradual and foreseen, and is attended
with no waste of capital, the manufacture being discontinued by
merely not replacing the machinery as it wears out, and not re-
investing the money as it comes in from the sale of the produce.
The capital is thus ready for a new employment, in which it will
maintain as much labour as before. The manufacturer and his

work-people lose the benefit of the skill and knowledge which they
had acquired in the particular business, and which can only be
partially of use to them in any other; and that is the amount of
loss to the community by the change. But the labourers can still
work ; and the capital which previously employed them will, either
in the same hands, or by being lent to others, employ either those
labourers or an equivalent number in some other occupation.

This theorem, that to purchase produce is not to employ labour ;
that the demand for labour is constituted by the wages which precede
the production, and not by the demand which may exist for the
commodities resulting from the production ; is a proposition which
greatly needs all the illustration it can receive. It is, to common
apprehension, a paradox; and even among political economists
of reputation, I can hardly point to any, except Mr. Ricardo and M.
Say, who have kept it constantly and steadily in view. Almost all

others occasionally express themselves as if a person who buys com-
modities, the produce of labour, was an employer of labour, and
created a demand for it as really, and in the same sense, as if he
bought the labour itself directly, by the payment of wages. It is
no wonder that political economy advances slowly, when such a
question as this still remains open at its very threshold_ l I appre-
hend, that if by demand for labour be meant the demand by which
wages are raised, or the number of labourers in employment increased,
demand for commodities does not constitute demand for labour.

i [The rest of this paragraph replacedin the 3rded. (1852) the original text :
"I am desirou_ of impressing on the reader that a demand for commodities
does not in any manner constitute a demand for labour, but only determines
into a particular channel a portion, more or less considerable, of the demand
already existing. It determines that a part of the labour and eapitad of the
community shall be employed in producing certain thin_ instead of other
things. The demand for labour is constituted solely by the funds directly set
apart for the use of labourers."]
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I conceive that a person who buys commodities and consumes them
himself, does no good to the labouring classes ; and that it is only by
what he abstains from consuming, and expends in direct payments
to labeurers in exchange for labour, that he benefits the labouring
classes, or adds anything to the amount of their employment.

For the better illustration of the principle, let us put the following
case. A consumer may expend his income either in buying services,
or commodities. He may employ part of it in hiring journeyman
bricklayers to build a house, or excavators to dig artificial lakes,
or labourers to make plantations and lay out pleasure grounds;
or, instead of thig, he may expend the same value in buying velvet
and lace. The question is, whether the difference between these
two modes of expending his income affects the interest of the
labouring classes. It is plain that in the first of the two cases he
employs labourers, who will be out of employment, or at least out
of that employment, in the opposite case. But those from whom
I difTer say that this is of no consequence, because in buying
velvet and lace he equally employs labourers, namely, those who
make the velvet and lace. I contend, however, that in this last
case he does not employ labourers; but merely decides in what

kind of work some other person shall employ them. The con-
m_mer does not with his own funds pay to the weavers and
|acemakers their day's wages. He buys the finished commodity,
_hich has been produced by labour and capital, the labour not bein_
paid nor the capital furnished by him, but by the manufacturer.
Suppose that he had been in the habit of expending this portion
of his income in hiring journeyman bricklayers, who laid out the

amount of their wages in food and clothing, which were also pro-
duced by labour and capital He, however, determines to prefer
velvet, for which he thus creates an extra demand. This demand

cannot be satisfied without an extra supply, nor can the supply
be produced without an extra capital : where, then, is the capital
to come from ? There is nothing in the consumer's change of
purpose which makes the capital of the country greater than it
otherwise was. It appears, then, that the increased demand for

velvet could not for the present be supplied, were it not that the very
circumstancewhich gave risetoithas setatlibertya capitalofthe

exact amount required.The very sum which the consumer now

employsinbuyingvelvet,formerlypassedintothehands ofjourney-

man bricklayers,who expended itinfoodand necessaries,which they
now _ithergo without,or squeezeby theircompetitionfrom the
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shares of other labourera The labour and capital, therefore, which
formerly produced necessarieq for the use of these bricklayers, are
deprived of their market, and must look out for other employment ;
and they find it in making velvet for the new demand. I do not
mean that the very same labour and capital which produced the
necessaries turn themselves to producing the velvet ; but, in some
one or other of a hundred modes, they take the place of that which
does. There was capital in existence to do one of two things--to
make the velvet, or to produce nece_aries for the journeyman
bricklayers ; but not to do both. It was at the option of the con-
sumer which of the two should happen ; and if he chooses the velvet,
they go without the necessarie_

l For further illustration, let us mlppose the same case reversed.
The consumer has been accustomed to buy velvet, but resolves to
discontinue that expense, and to employ the same annual sum in
hiring bricklayers. If the common opinion be correct, this change
in the mode of his expenditure gives no additional employment to
labour, but only transfers employment from velvet-makers to
bricklayers. On closer inspection, however, it will be seen that
there is an increase of the total sum applied to the remuneration
of labour. The velvet manufacturer, supposing him aware of the
diminished demand for his commodity, diminishes the production, and
sets at liberty a corresponding portion of the capital employed in the
manufacture. This capital, thus withdrawn from the maintenance
of velvet-makers, is not the same fund with that which the customez

employs in maintslning bricklayers ; it is a second fund. There are,
therefore, two funds to be employed in the maintenance and remuner-
ation of labour, where before there was only one. There is not a trans-
fer of employment from velvet-makers to bricklayers; there is a

new employment created for bricklayers, and a transfer of employ-
ment from velvet-makers to some other labourers, most probably
those who produce the food and other things which the bricklayers
consume.

In answer to this it is said, that though money laid out in buying
velvet is not capital, it replaces a capital ; that though it does not
create a new demand for labour, it is the necessary means of enabling
the existing demand to be kept up. The funds (it may be said)
of the manufacturer, while locked up in velvet, cannot be directly

I [In the 2nd ed. (1849) there was here inserted "a different mode of stating
the argument." In the 3rd ed. (1852) this beoame the long footnote of this
motion ; and five new _phs were ilmertedat this point.]
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applied to the maintenanee of labour ; they do not begin to consti-
tute a demand for labour until the velvet is sold, and the capital
which made it replaced from the outlay of the purchaser ; and thus,
it may be said, the velvet-maker and the vdvet-buyer have not two

capitals, hut only one e_pital between them, which by the act of
purchase the buyer transfers to the manufacturer, and if instead of
buying velvet he buys labour, he simply transfers this capital else-

where, extinguishing as much demand for labour in one quarter as he
ersates in another.

The premises of this argument are not denied. To set free
a capital which would otherwise be locked up in a form useless
for the support of labour, is, no doubt, the same thing to the
interests of labourers as the creation of a new capital It is per-
feetly true that if I expend 1000L in buying velvet, I enable the
manufacturer to employ 1000L in the maintenance of labour,
which could not have been so employed while the velvet remained
unsold: and if it would have remained unsold for ever unless

I bought it, then by changing my purpose, and hiring bricklayers
instead, I undoubtedly create no new demand for labour : for while
[ employ 10001. in hiring labour on the one hand, I annihilate
for ever 10001. of the velvet-maker's capital on the other. But
this is confounding the effects arising from the mere maddenness
of a change with the effects of the change itself. If when the
buyer ceased to purchase, the capital employed in making velvet
for his use necessarily perished, then his expending the same
amount in hiring bricklayers would be no creation, but merely
a transfer, of employment. The increased employment which I
contend is given to labour, would not be given unless the capital
of the velvet-maker eou/d be liberated, and would not be given
until it wa_ liberated. But every one knows that the capital
Invested in an employment can be withdrawn from it, if sufficient
time be allowed. If the velvet-maker had previous notice, by
not receiving the usual order, he will have produced 1000L leas
velvet, and an equivalent portion of his capital will have been
already set fres. If he had no previous notice, and the article
consequently remalna on his hands, the increase of his stock will
induce him next year to suspend or diminish his production until
the surplus is carried off. When this process is complete, the
manufacturer will find himself as rich as before, with undiminished

power of employing labour in general, though a portion of hla
eapital will now be employed in maintaining some other kind o|



it. Until this adjustment has taken place, the demand for labom
will be merely changed, not increased : but as soon as it has taken
place, the demand for labour is increased. Wherethere was formerly
only one capital employed in maintaining weavers to make IO00L
worth of velvet, there is now that same capital employed in making
something else, and lO001, distributed among bricklayers besides.
There are now two capitals employed in remunerating two sets
of labourers; while before, one of those capitals, that of the cus-
tomer, only served as a wheel in the machinery by which the other
capital, that of the manufacturer, carried on its vmployment o|
labour from year to year.

The proposition for which I am contending is in reality equivalent
to the following, which to some minds will appear a truism, though
to others it is a paradox : that a person does good to labourers,
not by what he consumes on himself, but solely by what he does
not so consume. If instead of laying out lOOl. in wine or silk, I
expend it in wages, the demand for commodities is precisely equal
in both cases : in the one, it is a demand for 1001. worth of wine
or silk, in the other, for the same value of bread, beer, labourers'
clothing, fuel, and indulgences: but the labourers of the com.
munity have in the latter case the value of IOOLmore of the produce
of the community distributed among them. I have consumed
that much less, and made over my consuming power to them.
If it were not so, my having consumed less would not leave more
to be consumed by others; which is a manifest contradiction.
When less is not produced, what one person forbears to consume
is necessarily added to the share of those to whom he transfers his
power of purchase. In the case supposed I do not nece_mrily
consume less ultimately, since the labourers whom I pay may
build a house for me, or make something else for my future consump-
tion. But I have at all events postponed my consumption, and
have turned over part of my share of the present produce
of the community to the labourers. If after an interval I am
indemnified, it is not from the existing produce, but from a
subsequent addition made to it. I have therefore left more of the
existing produce to be consumed by others ; and have put into the
possession of labourers the power to consume it.

t 1There cannot be a better reductio ad absurdum of the opposite
doctrine than that afforded by the Poor Law. If it be equally for
the benefit of the labouring classes whethex I consume my means

! [ThiJpm_rsph mwimertedin the8th ed. (1865).]
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in the form of t_ings purchased for my own use, or set aside a
portion in the shape of wages or alms for their direct consumption, on

what ground can the policy be justified of taking my money from
me to support paupers _ since my unproductive expenditure would
have equaUy benefited them, while I should have enjoyed it too.
If society can both eat its cake and have it, why should it not
be allowed the double indulgence ? But common sense tells every
one in his own ease (though he does not see it on the larger scah),
that the poor rate which he pays is really subtracted from his own
consumption, and that no shifting of payment backwards and
forwards will enable two persons to eat the same food. If he had
not been required to pay the rate, and had consequently laid out
the amount on himself, the poor would have had as much less for
their share of the total produce of the country, as he himself would
have consumed more.*

* [1849] The following ease, which presents the argument in a somewhat
different shape, may serve for still further illustration.

Suppose that a rich individual. A, expends a certain amount daUy in wages
or alms, which, as soon as received, is expended and consumed, in the form of
coarse food, by the receivers. A dies, le_ving his property to B, who dis-
continues this item of expenditure, and expends in lieu of it the same sum
each day in delicacies for his own table. I have chosen this supposition, in
order that the two cases may be similar in all their circumstances, except that
whichis the subject of comparison. In ordernot to obscure the essential facts
of the case by exhibiting them through the hazy medium of a money transaction,
let us further suppose that A, and B after him, are landlords of the estate on
which both the food consumed by the recipients of A's disbursements, and
the articles of luxury supplied for B's table, are produced ; and that their
mat is paid to them in kind, they giving previous notice what description
ot produce they shall require. The question is, whether B'a expenditure
gives as much employment or as much food to his poorer neighbours as A's
gave.

From the ease as stated, it seems to follow that while A lived, that portion
of his income which he expended in wages or alms, would be drawn by him from
the farm in the shape of food for labourers, and would be used as such ; while
B, who came after him, would require, instead of this, an equivalent value
in ¢xtmnsive articles d food, to be consumed in his own household: that
the farmer, therefore, would, under B's rtgime, produce that much less, of
ordinary food, and more of expensive delicacies, for each day of the year than
was produced in A's time, and that there would be that amount less of food
shared, throughout the year, among the labouring and poorerclasses. This is
what would be conformable to the principles laid down in the text. Those
who think differently, must, on the other hand, suppose that the luxuries
required by B would be produced, not instead of, but in addition to, the food
previously supplied to A's labourers, and that the aggregate produce of the
country would be increased in amount. But when it is asked, how this double
production would be effected--how the farmer, whose capital and labour
were already fnlly employed, would be enabled to supply the new wants of
B, without producing leas of other thin_ ; the only mode which presents it.ll
is, that he should flr_ produce the food, and then, giving that food to the
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It appears, then, that a demand delayed until the work is

completed, and furnishing no advances, but only reimbursing

advances m_de by others, contributes nothing to the demand for

labour ; and that what is so expended, is, in all its effects, so far as

labourem whom A formerly fed, should by means of their labour, produ_ the
luxuries wanted by B. This, accordingly, when the objectors are hard
pressed, appears to be really their meaning. But it is an obvious answer,
that, on this supposition, B must wait for his luxuries till the second year,
and they are wanted this year. By the original hypothesis, he consumes
his luxurious dinner day by day, _ari paseu with the rations of bread and
potatoes formerly served out by A to his labourers There is not time to feed
the iabourem first, and supply B afterwards : he and they carmot both have
_heir wants ministered to : he can only satisfy his own demand for commodities,
by leaving as much of theirs, as was formerly supplied from that fund,
unsatisfied.

It may, indeed, be rejoined by an objector, that since, on the present
showing, time is the only thing wanting to render the expenditure of B con-
sistent with as large an employment to labour as was given by A, why may we
not suppose that B postpones his increased consumption of personal luxuries
until they can be furnished to him by the labour of the persons whom A
employed ? In that vase, it may be said, he would employ and feed as much
labour as his predecessors Undoubtedly he would; but why ? Bemuse his
income wouid be expended in exactly the same manner as his predecessor's;
it would be expended in wages. A reserved from his persona] consumption
a fund which he paid away directly to labourers ; B does the same, only instead
of paying it to them himself, he leaves it in the hands of the farmer who pays it
_o them for him. On this supposition, B, in the first year, neither expending
the amount, as far as he is personally concerned, in A's manner nor in his own,
really saves that portion d his income, and lends it to the farmer. And if,
in subsequent years, confining himself within the year's income, he ]eaves the
tarmer in arrears to that amount, it becomes an additional capital, with which
the farmer may permanently employ and feed A's labourers Nobody pretends
that such a change as thi_ a change from spending an income in wages of labour
to saving it for investment, deprives any labourers of employment. What is
affirmed to have that effect is, the change from hiring labourers to buying
commodities for personal use ; as represented by our original hypothesis.

In our illustration we have supposed no buying and selling, or use of money,
But the case as we have put it, corresponds with actual fact in werything
except the deta_ of the mechanism. The whole of any country is virtually a
single farm and manufactory, from which every member of the community
draws his appointed share of the produce, having a certain number of vountem,
called pounds sterling, put into his hands, which, at his convenience, he brings
back and exchanges for such goods as he prefers, up to the limit of the amount.
He does not, as in our imaginary case, give notice beforehand what things he
shall require ; but the dealers and producers are quite capable of finding it out
by observation, and any change in the demand is promptly followed by an
adaptation of the supply to it. If a consumer changes from paying away a
part of his income in wages, to spending it that same day (not some subsequent
and distant day) in things for his own consumption, and perseveres in
altered practice unt_ production has had time to adapt itself to the alteration
of demand, there will from that time be less food and other articles for the
use of labourers, produced in the country, by exactly the value of the _[tra
lur_ries now dema_led ; mad the labouren, u a ell, will be wo_v off by the
pr_i_ amomat_
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regards the employment of the labouring class, a mere nullity ; it
does not and cannot create any employment except at the expense
of other employment which existed before.

But though a demand for velvet does nothing more in regard
to the employment for labour and capital, than to determine so
much of the employment which already existed, into that particular
channel instead of any other ; still, to the producers already engaged
in the velvet manufacture, and not intending to quit it, this is of
the utmost importance. To them, a falling off in the demand is a
real loss, and one which, even if none of their goods finally perish
unsold, may mount to any height, up to that which would make
them choose, as the smaller evil, to retire from the business. On

the contrary, an increased demand enables them to extend their
transactions--to make a profit on a larger capital, if they have it,
or can borrow it ; and, turning over their capital more rapidly, they
will employ their labourers more constantly, or employ a greater
number than before. So that an increased demand for a commodity
does really, in the particular department, often cause a greater
employment to be given to labour by the same capital. The mistake
lies in not perceiving that, in the cases supposed, this advantags
is given to labour and capital in one department, only by being
withdrawn from another ; and that, when the change has produced
its natural effect of attracting into the employment additional capital
proportional to the increased demand, the advantage itself ceases.

The grounds of a proposition, when well understood, usually
give a tolerable indication of the limitations of it. The general
principle, now stated, is that demand for commodities determines
merely the direction of labour, and the kind of wealth produced,
but not the quantity or et_cieney of the labour, or the aggregate
of wealth. But to this there are two exceptions. First, when
labour is supported, but not fully occupied, a new demand for
something which it can produce may stimulate the labour thus
supported to increased exertions, of which the result may be an
increase of wealth, to the advantage of the labourers themselves
and of others. Work which can be done in the spare hours of

persons subsisted from some other source, can (as before remarked)
be undertaken without withdrawing capital from other occupations,
beyond the amount (often very small) required to cover the expel_e
of tools and materials, and even this will often be provided by

sa_ngs made expressly for the purpose. The reason of our theorem
_us f_iling_ the theorem iteeli f_i!_ and employment of this kind
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may, by the springing up of a demand for the commodity, be caUed
into existence without depriving labour of an equivalent amount
of employment in any other quarter. The demand does not, even
in this case, operate on labour any otherwise than through the
medium of an existing capital, but it affords an inducement which
causes that capital to set in motion a greater amount of labour than
it did before.

1The second exception, of which I shall speak at length in a
subsequent chapter, consists in the known effect of an extension
of the market for a commodity, in rendering possible an increased
development of the division of labour, and hence a more effective
distribution of the productive forces of society. This, like the
former, is more an exception in appearance than it is in reality.
It is not the money paid hy the purchaser, which remunerates
the labour; it is the capital of the producer: the demand only
determines in what manner that capital shall be employed, and
what kind of labour it shall remunerate ; but if it determines that

the commodity shall be produced on a large scale, it enables the
same capital to produce more of the commodity, and may, by an
indirect ef[ect in causing an increase of capital, produce an eventual
increase of the remuneration of the labourer.

The demand for commodities is a consideration of importance,
rather in the theory of exchange, than in that of production. Looking
at things in the aggregate, and permanently, the remuneration of
the producer is derived from the productive power of his own
capital. The sale of the produce for money, and the subsequent
expenditure of the money in buying other commodities, are a
mere exchange of equivalent values for mutual accommodation.
It is true that, the division of employments being one of the principal
means of increasing the productive power of labour, the power of
exchanging gives rise to a great increase of the produce ; but even
then it is production, not exchange, which remunerates labour
and capital. We cannot too strictly represent to ourselves the
operation of exchange, whether conducted by barter or through
the medium of money, as the mere mechanism by, which each person
transforms the remuneration of his labour or of his capital into

the particular shape in which it is most convenient to him to pomem
it ; but in no wise the source of the remuneration itself.

| 10. The preceding principles demonstrate the fallacy of
I [This psrs_rsphwas inserted in the6th ecL(1865).]
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many popular arguments and doctrines, which are continually
reproducing themselves in new forms. For example, it has been
contended, and by some from whom better things might have been

expected, that the argument for the income-tax, grounded on its
talling on the higher and middle classes only, and sparing the poor,
is an error ; some have gone so far as to say, an imposture ; because
in taking from the rich what they would have expended among the
poor, the tax injures the poor as much as if it had been directly
levied from them. Of this doctrine we now know what to think.

So far, indeed, as what is taken from the rich in taxes, would, if not
so taken, have been saved and converted into capital, or even ex-

pended in the maintenance and wages of servants or of any class
of unproductive labourers, to that extent the demand for labour is
no doubt diminished, and the poor injuriously affected, by the
_ax on the rich; and as these effects are almost always produced

in a greater or less degree, it is impossible so to tax the rich as
that no portion whatever of the tax can fall on the poor. But even
here the question arises, whether the government, after receiving
the amount, will not lay out as great a portion of it in the direct
purchase of labour, as the taxpayers would have done. In regard
to all that portion of the tax, which, if not paid to the government,
would have been consumed in the form of commodities (or even

expended in services if the payment has been advanced by a
capitalist), this, according to the principles we have investigated,
falls definitely on the rich, and not at all on the poor. There is
exactly the same demand for labour, so far as this portion is con-
cerned, after the tax, as before it. The capital which hitherto
employed the labourers of the country remains, and is still capable
of employing the same number. There ia the same amount of
produce paid in wages, or allotted to dcfzay the feeding and clothing
of labourers

If those against whom I am now contending were in the right,
It would be impossible to tax anybody except the poor. If it is
taxing the labourers, to tax what is laid out in the produce of labour,
the labouring classes pay all the taxes. The same argument, however,
equally proves, that it is impossible to tax the labourers at all;
since the tax, being laid out either in labour or in commodities,
comes all back to them ; ao that taxation has the singular property
of falling on nobody. On the same showing, it would do the labourers
no harm to take from them all they have, and distribute it among
the other members of the community. It would all be "spent
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among them," which on this theory comes to the same thing. The
error is produced by not looking directly at the realities d the
phenomena, but attending only to the outward mechanism of paying
and spending. If we look at the effects produced not on the money,
which merely changes hands, but on the commodities which are
used and consumed, we see that, in consequence of the income-tax,
the classes who pay it do really diminish their consumption. Exactly
so far as they do this, they are the persons on whom the tax falls.
It is defrayed out of what they would otherwise have used and
enjoyed. So far, on the other hand, as the burthen falls, not on
what they would have consumed, but on what they would have
saved to maintain production, or spent in maintaining or paying
unproductive labourers, to that extent the tax forms a deduction
from what would have been used and enjoyed by the labouring
classes. But if the government, as is probably the fact, expends
fully as much of the amount as the tax-payers would have done
in the direct employment of labour, as in hiring sailors, soldiers,
and policemen, or in paying off debt, by which last operation it
even inoreases capital ; the labouring classes not only do not lose
any employment by the tax, but may possibly gain some, and
the whole of the tax falls exclusively where it was intended.

All that portion of the produce of the country which any one,
not a labourer, 1 actually and literally consumes for his own use,
does not contribute in the smallest degree to the maintenance _
labour. No one is benefited by mere consumption, except the
person who consumes. And a person cannot both consume his income
himself, and make it over to be consumed by others. Taking away
a certain portion by taxation cannot deprive both him and them of
it, but only him o_ them. To know which is the sufferer, we must
understand whose consumption will have to be retrenched in
consequence : this, whoever it be, is the person on whom the tax
really falls._

i [, Not a labourer" was inserted in the 3rded. (1852).]
| [See Appendix F. Fundamental Propo_io_ on Oapital.]



CHAPTER VI

ON CIRCULATING AND FIXED CAPITAL

§ 1. To complete our explanations on the subject of capital, it
is necessary to say something of the two species into which it is

usually divided. The distinction is very obvious, and though not
named, has been often adverted to, in the two preceding chapters :
but it is now proper to define it accurately, and to point out a few
of its consequences.

Of the capital engaged in the production of any commodity,
there is a part which, after being once used, exists no longer as
capital : is no longer capable of rendering service to production, or
at least not the same service, nor to the same sort of production.
Such, for example, is the portion of capital which consists of materials.
The tallow and alkali of which soap is made, once used in the manu-

facture, are destroyed as alkali and tallow ; and cannot be employed
any further in the soap manufacture, though in their altered con-
dition, as soap, they are capable of being used as a material or
an instrument in other branches of manufacture. In the same

division must be placed the portion of capital which is paid as the
wages, or consumed as the subsistence, of labourers. The part
of the capital of a cotton-spinner which he pays away to his work-
people, once so paid, exists no longer as his capital, or aa a cotton-
spinner's capital: such portion of it as the workmen consume,
no longer exists as capital at all: even if they save any part, it
may now be more p_operly regarded as a fresh capital, the result
of a second act of accumulation. Capital which in this manner
bllAlm the whole of its ot_ce in the production in which it is engaged
by a single use, is called Circulating Capital. The term, which is
not very appropriate, is derived from the circumstance, that this
portion of capital requires to be constantly renewed by the sale
of the finished product, and when renewed is perpetually parted with
in buying materials and paying wages; so that it does its work,
not by being kept, but by changing hands.
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Another large portion of capital, however, consists in instruments

of production, of a more or less permanent character ; which produce
their effect not by being parted with, hut by being kept; and the
efficacy of which is not exhausted by a single use. To this class
belong buildings, machinery, and all or most things known by
the name of implements or tools. The durability of some of these
is considerable, and their function as productive instruments is
prolonged through many repetitions of the productive operation.
In this class must likewise be included capital sunk (as the expression
is) in permanent improvements of land. So also the capital expended
once for all, in the commencement of an undertaking, to prepare
the way for subsequent operations: the expense of opening a
mine, for example : of cutting canals, of making roads or docks.
Other examples might be added, but these are sufficient. Capital
which exists in any of these durable shapes, and the return to which
is spread over a period of corresponding duration, is called Fixed
Capital.

Of fixed capital, some kinds require to be occasionally or periodi-
cally renewed. Such are all implements and buildings: they
require, at intervals, partial renewal by means of repairs, and am
at last entirely worn out, and cannot be of any further service as
buildings and implements, but fall back into the class of materials.

In other cases, the capital does not, unless as a consequence of some
unusual accident, require entire renewal: but there is always
some outlay needed, either regularly or at least occasionally, to keep
it up. A dock or a canal, once made, does not require, ]ike a
machine, to be made again, unless purposely destroyed, or unless an
earthquake or some similar catastrophe has filled it up : but regular
and frequent outlays are necessary to keep it in repair. The cost
of opening a mine needs not be incurred a second time ; but unless
some one goes to the expense of keeping the mine clear of water,
it is soon rendered useless. The most permanent of all kinds of

fixed capital is that employed in giving increased productiveness
to a natural agent, such as land. The draining of marshy or in-
undated tracts like the Bedford Level, the reclaiming of land from
the sea, or its protection by embankments, are improvement_
calculated for perpetuity; but drains and dykes require frequent
repairs. The same character of perpetuity belongs to the improve-
ment of land by subsoil draining, which adds so much to the pro-
ductiveness of the clay soils; or by permanent manures, that is,
by the addition to the soil, not of the substances which enter into
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the composition of vegetables, and which are therefore consumed
by vegetation, but of those which merely alter the relation of the soil
to air and water ; as sand and lime on the heavy soils, clay and marl
on the light. Even such works, however, require some, though
it may be very little, occasional outlay to maintain their full effect.

These improvements, however, by the very fact of their deserving
that title, produce an increase of return, which, after defraying
all expenditure necessary for keeping them up, stiJJ leaves a surplus.
This surplus forms the return to the capital sunk in the first instance,
and that return does not, as in the case of machinery, terminate
by the wearing out of the machine, but continues for ever. The

land, thus increased in productiveness, bears a value in the market
proportional to the increase: and hence it is usual to consider
the capital which was invested, or sunk, in making the improvement,
as still existing in the increased value of the land. There must
be no mistake, however. The capital, like all other capital, has
been consumed. It was consumed in maintaining the labourers
who executed the improvement, and in the wear and tear of the
tools by which they were assisted. But it was consumed pro-
ductively, and has left a permanent result in the improved pro-
ductivenees of an appropriated natural agent, the land. We
may call the increased produce the joint result of the land and of
a capital fixed in the land. But as the capital, having in reality
been consumed, cannot be withdrawn, its productiveness is thence°
forth indissolubly blended with that arising from the original

qualities of the soil ; and the remuneration for the use of it thence-
forth depends, not upon the laws which govern the returns to labour
and capital, but upon those which govern the recompense fo_
natural agents. What these are, we shall see hereafter.*

§ 2. There is a great difference between the effects ofcirculating
and those of fixed capital, on the amount of the gross produce of the
country. Circulating capital being destroyed as such, or at any
rate finally lost to the owner, by a single use; and the product
resulting from that one use being the only source from which the
owner can replace the capital, or obtain any remuneration for its
productive employment ; the product must of course be su_cient for
those purposes, or in other words, the result of a single use must
be a reproduction equal to the whole amount of the circulating
capital used, and a profit besides. This, however, is by no means

* Infra, book ii. ehap.xvi.On P_.



necemary in the ease of fixed capital. Since machinery, for example,
is not wholly consumed by one use, it is not necessary that it should
be wholly replaced from the product of that use. The machine
answers the purpose of its owner if it brings in, during each interval
of time, enough to cover the expense of repairs, and the deterioration
in value which the machine has sustained during the same time,
with a surplus sufficient to yield the ordinary profit on the entire
value of the machine.

From this it follows that all increase of fixed capital, when taking
place at the expense of circulating, must be, at least temporarily,
prejudicial to the interests of the labourers. This is true, not of
machinery alone, but of all improvements by which capital is sunk ;
that is, rendered permanently incapable of being applied to the
maintenance and remuneration of labour. Suppose that a person
farms his own land, with a capital of two thousand quarters of corn,
employed in maintaining labourers during one year (for simplicity
we omit the consideration of seed and tools), whose labour pro-
duces him annually two thousand four hundred quarters, being a
profit of twenty per cent. This profit we shall suppose that he

annually consumes, carrying on his operations from year to year on
the original capital of two thousand quarters. Let us now suppose
that by the expenditure of half his capital he effects a permanent
improvement of his land, which is executed by half his labourers,
and occupies them for a year, after which he will only require,
for the effectual cultivation of his land, half as many labourers as
before. The remainder of his capital he employs as usual. In
the first year there is no difference in the condition of the labourers,
except teat part of them have received the same pay for an opera-
tion on the land, which they previously obtained for ploughing,
sowing, and reaping. At the end of the year, however, the improver
haa not, as before, a capital of two thousand quarters of corn. Only
one thousand quarters of his capital have been reproduced in the
usual way : he has now only those thousand quarters and his im-
provement, He will employ, in the next and in each following
year, only half the number of labourers, and will divide among them
only half the former quantity of subsistence. The loss will soon
be made up to them if the improved land, with the diminished
quantity of labour, produces two thousand four hundred quarters
as before, because so enormous an accession of gain will probably
induce the improver to save a part, add it to his capital, and become
a larger employer of labour. But it is conceivable that this may not
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be the ease I ; for (supposing, as we may do, that the improvement
will last indefinitely, without any outlay worth mentioning to keep
it up) the improver will have gained largely by his improvement
if the land now yields, not two thousand four hundred, but one
thousand five hundred quarters; since this will replace the one
thousand quarters forming his present circulating capital, with s
profit of twenty-five per cent (instead of twenty as before) on the
whole capital, fixed and circulating together. The improvement,
therefore, may be a very profitable one to him, and yet very injurious
to the labourers.

The supposition, in the terms in which it has been stated, is
purely ideal ; or at most applicable only to such a case as that of
the conversion of arable land into pasture, which, though formerly
a frequent practice, is regarded [1849] by modern agriculturists
as the reverse of an improvement.* But this does not affect the
substance of the argument. Suppose that the improvement does
not operate in the manner supposed--does not enable a part of
the labour previously employed on the land to be dispensed with--
but only enables the same labour to raise a greater produce. Suppose,
too, that the greater produce, which by means of the improvement
can be raised from the soil with the same labour, is all wanted, and

will find purchasers. The improver will in that case require the
same number of labourers as before, at the same wages. But where
will he find the means of paying them ? He has no longer his
original capital of two thousand quarters disposable for the purpose.
One thousand of them are lost and gone--consumed in making the
improvement. If he is to employ as many labourers as before, and
pay them as highly, he must borrow, or obtain from some other
source, a thousand quarters to supply the deficit. But these

thousand quarters already maintained, or were destined to maintain,
i [So altered in 2rided_ (1849) from the original : "this may not, and often

will not, be the case."]
[The first two sentenoeBof this paragraph were inserted in the 2rid ed.

(1849),and the subsequentsentences slightly changed in form.]
* [1865] The clearing away of the small farmers in the North of Scotland,

within the present century, was, however, a case of it ; and Ireland, since the
potato famine and the repeal of the corn laws, is another. The remarkable
decrease which has lately attracted notice in the gross produceof Irish agricul-
ture, is, to all appearance, partly attributable to the diversion of land from
maintaining human labourers to feeding cattle ; and it could not have taken
place without the removal of a large part of the Irish population by emigration
ordeath. Wehave thus two recentinstances, in which what was regardedas au
agricultural improvement, has diminished the power of the country to
its population. The effect, however, of all the improvements due to
svie_oe is to increase, or at all events, _ot to dimlni_h, the groin produ_.
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an equivalent quantity of labour. They are not a fresh creation;
their destination is only changed from one productive employment
to another ; and though the agriculturist has made up the deficiency
in his own circulating capital, the breach in the circulating capital
of the community remains unrepaired.

The argument relied on by most of those who contend that
machinery can never be iniurious to the labouring class, is, that by
cheapening production it creates such an increased demand for the
commodity, as enables, ere long, a greater number of persons than
ever to find employment in producing it. This argument does not
seem to me to have the weight commonly ascribed to it. The
fact, though too broadly stated, is, no doubt, often true. The
copyists who were thrown out of employment by the invention of
printing, were doubtless soon outnumbered by the compositors and
pressmen who took their place ; and the number of labouring persons
now occupied in the cotton manufacture is many times greater
than were so occupied previously to the inventions of Hargreaves
and Arkwright, which shows that, besides the enormous fixed
capital now embarked in the manufacture, it also employs a far
larger circulating capital than at any former time. But if this
capital was drawn from other employments; if the funds which
took the place of the capital sunk in costly machinery, were supplied
not by any additional saving consequent on the improvements,
but by drafts on the general capital of the community ; what better
were the labouring classes for the mere transfer ? In what manner
was the loss they sustained by the conversion of circulating into fixed
capital made up to them by a mere shifting of part of the remainder
of the circulating capital from its old employments to a new one !

All attempts to make out that the labouring classes as a collective
body cannot suffer temporarily by the introduction of machinery, or
by the sinking of capital in permanent improvements, are, I conceive,
necessarily fallacious. That they would su_er in the particular
department of industry to which the change applies, is generally
admitted, and obvious to common sense ; but it is often said, that
though employment is withdrawn from labour in one department,
an exactly equivalent employment is opened for it in others, because
what the consumers save in the increased cheapness of one particular
article enables them to augment their consumption of others, thereby
increasing the demand for other kinds of labour. This is plausible,
but, as was shown in the last chapter, involves a fallacy ; demand
for commodities being a totally different thing from demand for
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isbour. It is true, the consumers have now additiGnal means ot

buying other things; but this will not create the other things,
unless there is capital to produce them, and the improvement has no_
set at liberty any capital, if even it has not absorbed some from
other employments. The supposed increase of production and of
employment for labour in other departments therefore will not take
place; and the increased demand for commodities by some con-
sumers, will be balanced by a cessation of demand on the part of
others, namely, the labourers who were superseded by the improve-
ment, and who will now be maintained, if at all, by sharing, either in
the way of competition or of charity, in what was previously con-
sumed by other people.

§ 3. Nevertheless, I do not believe that, as things are actually
transacted, improvements in production are often, if ever, injurious,
even temporarily, to the labouring classes in the aggregate. They
would be so if they took place suddenly to a great amount, because
much of the capital sunk must necessarily in th_ be provided
from funds already employed as circulating capital. But improve-
ments are always introduced very gradually, and are seldom or
never made by withdrawing circulating capital from actual produc.
tion, but are made by the employment of the annual increase. There
are few if any examples of a great increase of fixed capital, at a time
and place where circulating capital was not rapidly increasing
likewise. It is not in poor or backward countries that great and
costly improvements in production are made. To sink capital in
land for a permanent return--to introduce expensive machinery--
are acts involving immediate sacrifice for distant objects; and
indicate, in the first place, tolerably complete security of property ;
in the second, considerable activity of industrial enterprise ; and in
the third, a high standard of what has been called the "effective
desire of accumulation:" which three things are the elements
of a society rapidly progressive in its amount of capital. Although,
therefore, the labouring classes must suffer, not only if the increase
of fixed capital takes place at the expense of circulating, but even if
it is so large and rapid as to retard that ordinary increase to which
the growth of population has habitually adapted itself; yet, in
point of fact, this is very unlikely to happen, since there is probably
no country whose fixed capital increases in a ratio more than pro-
pertional to its circulating. If the whole of the railways which_
turing the speculative madne_ of 1845, obtained the sanction of

x
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Parliament, had been constructed in the times fixed for the com-
pletion of each, this improbable contingency would, most likely,
have been realized; but this very case has afforded a striking
example of the difficulties which oppose the diversion into new
channels, of any considerable portion of the capital that supplies
the old : difficulties generally much more than suf_oient to prevent
enterprises that involve the sinking of capital from extending
themselves with such rapidity as to impair the sourees of the existing
employment for labour.

To these considerations must be added, that even ff improve-
ments did for a time decrease the aggregate produce and the circulat-
ing capital of the community, they would not the less tend in the
long run to augment both They increase the return to capital;
and of this increase the benefit must necessarily accrue either to the
capitalist in greater profits, or to the customer in dimil_ished prices ;
affording, in either case, an augmented fund from which accumula-
tion may be made, while enlarged profits also hold out an increased
inducement to accumulation. In the case we before selected,
in which the immediate result of the improvement was to diminish
the gross produce from two thousand four hundred quarters to one
thousand five hundred, yet the profit of the capitalist being now
five hundred quarters instead of four hundred, the extra one hun-
dred quarters, if regularly saved, would in a few years replace the
one thousand quarters subtracted from his circulating capital
Now the extension of business which almost certainly follows in
any department in which an improvement has been made, affords
a strong inducement to those engaged in it to add to their capital;
and hence, at the glow pace at which improvements are ,mually
introduced, a great part of the capital which the improvement
ultimately absorbs, is drawn from the increased profits and increased
savings which it has itself called forth.

This tendency of improvements in production to cause increased
accumulation, and thereby ultimately to increase the gross produce,
even if temporarily diminishing it, will assume a still more decided
character if it should appear that there are assignable limits both to
the accumulation of capital, and to the increase of production from
the land, which limits once attained, all further increase of produce
must stop ; but that improvements in production, whatever may
be their other effects, tend to throw one or both of these limits farther
of. Now, these are truths which will appear in the clearest light in
a subsequent stage of our investigation. It will be seen, that the
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quantity of capital which will, or even which can, be accumulated
in any country and the amount of gross produce which will, or even
which can, be raised, bear a proportion to the state of the arts ot
production there existing; and that every improvement, even
if for the time it diminish the circulating capital and the gross
produce, ultimately makes room for a larger amount of both, than
could possibly have existed otherwise. It is this which is the con-

clusive answer to the objections against machinery ; and the proof
thence arising of the ultimate benefit to labourers of mechanical
inventions, even in the existing state of society, will hereafter be seen
to be conclusive.* But this does not discharge governments from the
obligation of alleviating, and if possible preventing, the evils of
which this source of ultimate benefit is or may be productive to an
existing generation. If the slnlrlng or fixing of capital in machinery
or useful works were ever to proceed at such a pace as to impair
materially the funds for the maintenance of labour, it would be
incumbent on legislators to take measures for moderating its rapidity:
and since improvements which do not diminish employment on the
whole, almost always throw some particular class of labourers out of
it, there cannot be a more legitimate object of the legislator's care
than the interests of those who are thus sacrificed to the gains of
their fellow-citlzens and of posterity.

To return to the theoretical distinction between fixed and cir.

culating capital. Since all wealth which is destined to be employed
for reproduction comes within the designation of capital, there are
part_ of capital which do not agree with the definition of either
species of it ; for instance, the stock of finished goods which a manu
facturar or dealer at any time possesses unsold in his warehouses.
But this, though capital as to its destination, is not yet capital in
actual exercise: it is not engaged in production, but has first to
be sold or exchanged, that is, converted into an equivalent value
of some other commodities; and therefore is not yet either fixed
or circulating capital ; but mill become either one or the other, or be
eventually divided between them. With the proceeds of his finished
goods, a manufacturer will partly pay his work-F.eople , partly
replenish his stock of the materials of his manufacture, and partly
provide new buildings and machinery, or repair the old ; but how
much will be devoted to one purpose, and how much to another,

depends on the nature of the manufacture, and the requirements of
the paxticular moment.

* I.afr_ book iv. vh_p. v.
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It shouldbe observedfurther,that the portionofcapitalcon-

sumed inthe form ofseedormaterial,though,unlikefixedcapital,

itrequiresto be at once replacedfrom the grossproduce,stands

yet in the same relationto the employment of labouras fixed
capitaldoes. What isexpended inmaterialsisasmuch withdrawn

from the maintenanceand remunerationof labourers,as what is

fixedin machinery; and ifcapitalnow expended in wages were

divertedto the providingofmaterials,the effecton the labourers

would be asprejudicialas ifitwere convertedintofixedcapital
This,however,isa kindofchangewhich seldom,ifever,takesplace.

The tendencyofimprovementsinproductionisalwaystoeconomiT_,

neverto increase,the expenditureofseed or materialfora given
produce; and the interestof the labourershas no detrimentto

apprehendfrom thissource.



CHAPTER VH

oN WHAT DzPE_rDs _. DEOREZ OF PRODUCTIVE_rm_

O_ _ODUC_V_ AQZ_rs

§ I. WE have concludedour generalsurveyof the requisites

ofproduction.We have foundthattheymay be reducedtothree:
labour,capital,and the materialsand motive forcesaffordedby

nature. Of these,labourand the raw materialof the globeare

primaryand indispensable.Naturalmotivepowersmay be called
intothe assistanceoflabour,and area help,but not an essentlal,

ofproduction.The remainingrequisite,capital,isitselftheproduct

oflabour; itsinstrumentalityinproductionistherefore,inreality,

that of labourin an indirectshape. Itdoes not the lessrequire

to be specifiedseparately.A previousapplicationof labourto
producethecapitalrequiredforconsumptionduringthework,isno

lessessentialthan theapplicationoflabourto the work itself.Of

capital,again,one,and by far the largest,portion,conduces to

productiouonly by sustainingin existencethe labour which pro-
duces: the remainder,namely the instrumentsand materials,

contributetoitdirectly,in the same manner with naturalagents,

and thematerialssuppliedby nature.

We now advancetothesecondgreatquestioninpoliticaleconomy;
on what the degree of productiveness of these agents depends.
For it is evident that their productive e_cacy varies greatly at
various times and places. With the same population and extent
of territory, some countries have a much larger amount of production
than others, and the same country at one time a greater amount
than itself at another. Compare England either with a similar
extent of territory in Russia, or with an equal population of Russians.
Compare England now with England in the Middle Ages ; Sicily,
Northern Africa, or Syria at present, with the same countries at the
time of their greatest prosperity, before the Roman Conquest. Some
ot the causeswhich contribute to this dit_eaence of productiveneM
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are obvious; others not so much so. We proceed to apeciIy
several of them.

§ 2. The most evident cause of superior productiveness is what are
called natural advantages. These are various. Fertility of soil is
one of the principal. In this there are great varieties, from the deserts
of Arabia to the alluvial plains of the Ganges, the Niger, and the Missis-
aippi. A favourable climate is even more important than a rich soil.
There are countries capable of being inhabited, but too cold to be

compatible with agriculture. Their inhabitants cannot pass beyond
the nomadic state; they must live, like the Laplanders, by the
domestication of the rein-deer, if not by hunting or fishing, like the
miserable Esquimaux. There are countries where oats will ripen,
but not wheat, such as the North of Scotland ; others where wheat
can be grown, but from excess of moisture and want of aunshine_
affords but a precarious crop ; as in parts of Ireland. With each
advance towax_is the south, or, in the European temperate region,
towards the east, some new branch of agriculture becomes first
possible, then advantageous ; the vine, maize, silk, figs, olives, rice1
dates, successively present themselves, untd we come to the sugar,
coffee, cotton, spices, &c., of climates which also afford, of the more

common agricultural products, and with only a slight degree of
cultivation, two or even three harvests in a year. Nor is it in
agriculture alone that dil_erences of climate are important. Their
influence is felt in many other branches of production: in the
durabilityofallwork whichisexposedtotheair; ofbuildings,fox
example. IfthetemplesofKarnac and Luxor had notbeen injured

by men, theymighthave subsistedintheiroriginalperfectionalmost

forever,[ortheinscriptionson some ofthem,thoughanteriortoall
authentic history, are f_esher than is in our climate an inscription
fifty years old : while at St. Petersburg, the most m_sive works,
solidly executed in granite hardly a generation ago, are already,
as travellers tell us, almost in a state to require reconstruction,
f_om alternate exposure to e_,mmer heat and intense frost. The
muperiorityofthe woven iabricsof SouthernEurope over thoseol

England in the richnessand clearneasofmany oftheircolours,is

ascribed to the superior quality of the atmosphere,/or which neither
the knowledge of chemists nor the skill of dyers has been able to

provide, in our hazy and damp climate, a complete equivalent.

Another part d the influence d climate con_'_ts in lemening
Lbe phymicalzequizement_of thep_vduo_. In hot z_gio_,
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manned can exist in comfort with less perfect housing, less clothing ;
fuel, that absolute necessary of life in cold climates, they can almost
dispense with, except for industrial uses. They also require less
aliment ; as experience had proved, long before theory had accounted
for it by ascertaining that most of what we consume as food is no_
required for the actual nutrition of the organs, but for keeping up
the animal heat, and for supplying the necessary stimulus to the vital
functions, which in hot climates is almost su_ciently supplied by
air and sunshine. Much, therefore, of the labour elsewhere expended
to procure the mere necessaries of life, not being required, more
remains disposable for its higher uses and its enjoyments; if the
character of the inhabitants does not rather induce them to use

up these advantages, in over-popuiation, or in the indulgence of
repose.

Among natural advantages, besides soil and climate, must be
mentioned abundance of mineral productions, in convenient situa-
tions, and capable of being worked with moderate labour. Such are
the coal-fields of Great Britain, which do so much to compensate its
inhabitants for the disadvantages of climate; and the scarcely
inferior resource possessed by this country and the United States, in
a copious supply of an easily reduced iron ore, at no great depth
below the earth's surface, and in close proximity to coal deposits
available for working it. In mountain and hill districts, the abun-
,tance of natural water-power makes considerable amends for the
usually inferior fertility of those regions. But perhaps a greater
advantage them all these is a maritime situation, especially when
accompanied with good natural harbours; and, next to it, great
navigable rivers. These advantages consist indeed wholly in saving
of cost of carriage. But few who have not considered the subiect ,
have any adequate notion how great an extent of economical
advantage this comprises; nor, without having considered the
influence exercised on production by exchanges, and by what is
calledthedivi_onoflabour,canitbe fully estimated.So important

isit,thatitoftendoes more than counterbalancesterilityofsoil,

and Mmo_t everyothernaturalh_eriority; especiallyinthatearly
stageofindustryinwhichlabourand sciencehave not yet prodded

artificialmeans of communicationcapableof rivallingthe natural.

In the ancientworld,and inthe MiddleAges,the most prosperous

communitieswere not thosewhich had thelargestrotatory,orthe

most fertilem_ but zathezthosewhich had been forcedby natural

s_'_'ty to make the utmo6t use of a convenient maritime a_tuation ;
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as Athens, Tyre, Marseilles, Venice, the free cities on the Baltic, anti
the like.

§ 3. So much for natural advantages; the value of which,
ca,teris _aribus, is too obvious to be ever underrated. But experience
testifies that natural advantages scarcely ever do for a community,
no more than fortune and station do for an individual, anything like
what it lies in their nature, or in their capacity, to do. Neither now
nor in former ages have the nations possessing the best climate and
soil been either the richest or the most powerful ; but (in so far as
regards the mass of the people) generally among the poorest, though,
in the midst of poverty, probably on the whole the most enjoying.
Human life in those countries can be supported on so little, that the
poor seldom suffer from anxiety, and in climates in which mere

existence is a pleasure, the luxury which they prefer is that of repose.
Energy, at the call of passion, they_ possess in abundance, but not
that which is manifested in sustained and persevering labour : and
as they seldom concern themselves enough about remote obieets
to establish good political institutions, the incentives to industry are
further weakened by imperfect protection of its fruits. Successful
production, like most other kinds of success, depends more on the
qualities of the human agents, than on the circumstances in which

they work : and it is difficulties, not facilities, that nourish bodily
and mental energy. Accordingly the tribes of mankind who have
overrun and conquered others, and compelled them to labour for

their benefit, have been mostly reared amidst hardship. They have
either been bred in the forests of northern climates, or the deficiency
of natural hardships has been supplied, as among the Greeks and
Romans, by the artificial ones of a rigid military discipline. From
the time when the circumstances of modern society permitted the
discontinuance of that discipline, the South has no longer produced
conquering nations ; military vigour, as well as speculative thought
and industrial energy, have all had their principal seats in the less
favoured North.

As the second, therefore, of the causes of superior productiveness,
we may rank the greater energy of labour. By this is not to be
understood occasional, but regular and habitual energy. No one
undergoes, without murmuring, a greater amount of occasional
fatigue and hardship, or has his bodily powers, and such faculties
of mind as he possesses, kept longer at their utmost stretch, than
the North American Indian ; yet his indolence is proverbial, when.
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ever he has a brief respite from the pressure of present wants.

Individuals, or nations, do not differ so much in the efforts they are

able and willing to make under strong immediate incentives, as in

their capacity of present exertion for a distant object ; and in the

thoroughness of their application to work on ordinary occasions, t

Some amount of these qualities is a necessary condition of any great

improvement among mankind. To civilize a savage, he must be

inspired with new wants and desires, even if not of a very elevated

kind, provided that their gratification can be a motive to steady

and regular bodily and mental exertion. If the negroes of Jamaica
and Demerara, after their emancipation, had contented themselves,

as it was predicted they would do, with the necessaries of life, and

abandoned all labour beyond the little which in a tropical climate,

with a thin population and abundance of the richest land, is sufficient

to support existence, they would have sunk into a condition more
barbarous, though less unhappy, than their previous state of slavery.

I [From the 4th ed. (1857) a long passage was omitted at this point.
originally ran as follows :

"In this last quality the English, and perhaps the Anglo-Americans, appear
at present to surpass every other people. This efficiency of labour is connected
with their whole character ; with their defects, as much as with their good
qualities. The majority of Englishmen and Americans have no life but in
their work ; that alone stands between them and ennui. Either from original
temperament, climate, or want of development, they are too deficient in senses
to enjoy mere existence in repose ; and scarcely any pleasure or amusement is
ldeasure or amusement to them. Except, therefore, those who are alive to some
of the nobler interests of humanity (a small minority in all countries), they have
little to distract their attention from work, or to divide the dominion over them
with the one propensity which is the passion of those who have no other, and
the satisfaction of which comprises all that they imagine of success in life---the
desire of growing richer, and getting on in the world. This last characteristic
belongs chiefly to thoee who are in a condition superior to day labourers ; but
the absence of any taste for amusement, or enjoyment of repose, is common to
all classes. Whether from this or any other cause, the national steadiness and
persistency of labour extends to the mc_t improvident of the English _or_in_
classcs--thcee who never think of saving, or improving their conditiow It has
become the habit of the country ; and life in England is more governed by
habit, and less by personal inclination and will, than in any other country, except
perhaps China or Japan. The effect is, that where hard labour is the thing
required, there are no labourers like the English ; though in natural intelligence,
and even in manual dexterity, they have many superiors.

"Energy of labour, though not an unqualified good, nor one which it ia
denirable to nourish at the expense of other valuable attributes of human nature,
i_ yet, in a certain measure, a necessary condition," &o.

In the 3rd ed. (]852) the characterisation had been made to apply to the
English alone, and the passage began thus : "This last quality is the principal
industrial excellence of the English people." After " a small minority in all
oonntries," had been inserted ' amt particularly so in this ; " and f_r "no
_bourers like the English" had been eubstituted" no better labourers than the
_.,']

E2
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The motive which was most relied on for inducing them to work was

their love of fine clothes and personal ornaments. No one will stand

up for this taste as worthy of being cultivated, and in most societies

its indulgence tends to impoverish rather than to enrich ; but in the

state of mind of the negroes it might have been the only incentive

that could make them voluntarily undergo systematic labour, and

so acquire or maintain habits of voluntary industry which may be

converted to more valuable ends. In England, it is not the desire

of wealth that needs to be taught, but the use of wealth, and appre-
ciation of the objects of desire which wealth cannot purchase,

or for attaining which it is not required. Every real improvement

in the character of the English, whether it consist in giving them
higher aspirations, or onJy a juster estimate of the value of their

present objects of desire, must necessarily moderate the ardour of

their devotion to the pursuit of wealth. There is no need, however,

that it should diminish the strenuous and business-like application

to the matter in hand, which is found in the best English workmen,
and is their most valuable quality. 1

] [The three preceding sentences originally ran as follows : " As much as
the industrial spirit required to be stimulated in their ease, so much does it
require to be moderated in such countries as England and the United St_tea
There, it is not the desire of wealth . . , required. Every real improvement in
the character of the English or Americans, whether it consist in giving them
higher aspirations, or only more numerous and better pleasures, must neoes-
urily moderate the all-engrosslng torment of their industrialism ; must
diminish, therefore, so far as it depends on that cause alone, the aggregate
productiveness of their labour. There is no need, however, that it should
diminish that strenuous and business-like application to the matter in hand,
which is one of their most precious characteristics."

In the 3rd e& (1852) they were modified to make the description apply to

England only, and "the best English. workmen;",, and in the 4th (1857),,"the
ardour of their"devotion" to the pursmt.. of wealth,, was substituted for the all
engrossing torment of their industrmlism.

Then followed in the original the following quotation and comments, omitted
in the 3rd ed. :

"' Whoever' (says Mr. Lalng, Not_ of a _'rat_ller, p. 290) ' looks into the
aucial economy of an English or Scotch manufacturing district, in which the
population has become thoroughly imbued with the spirit of productiveness,
will observe that it is not merely the expertness, despatch, and skill of the oper-
ative himself, that are concerned in the prodigious amount of his production
in a given time. but the labourer who wheels coal to his fire, the girl who makes
ready his breakfast, the whole population, in short, from the pothoy who brin_
hisbeer,totheb.a_kerwhokee_b_em_oyer's_h, _ _i_ withthesam_
alert spnlt, are m fact wor_m_to his hand with the same quickne_ and puno.
tuat:ty as ne worgs mmselL J_nglish workmen taken to the Continent always
complain that they cannot get on with their work as at home, because of the
slow, unpunctual, pipe-in-mouth working habit* of those who have to work
to their hands, and on whom their own activity and productivemem mainly
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The desirablemedium isone which mankind have not often

_mown how to hit: when they labour,todo itwith alltheirmight,
and especiallywith alltheirmind ; but todevotetolabour,formere

pecuniarygain,fewerhoursinthe day, fewerdaysintheyear,and

fewer years of life.

§ 4. The third element which determines the productiveness
of the labour of a community, is the skill and knowledge therein
existing; whether it be the skill and knowledge of the labourers
themselves, or of those who direct their labour. No illustration is
requisite to show how the efficacy of industry is promoted by the
manual dexterity of those who perform mere routine processes;
by the intelligence of those enraged in operations in which the mind
has a considerable part ; and by the amount of knowledge of
natural powers and of the properties of objects, which is turned to
the purposes of industry. That the productiveness of the labour of a
people is limited by their knowledge of the arts of life, is self-evident ;
and that any progress in those arts, any improved application of the
objects or powers of nature to industrial uses, enables the same
quantity and intensity of labour to raise a greater produce.

One principal department of these improvements consists in the
invention and use of tools and machinery. The manner in which
these serve to increase production and to economize labour, needs not
be specially detailed in a work like the present : it will be found
explained and exemplified, in a manner at once scientific and
popular, in Mr. Babbage's well-known Economy of Machinery and
Manufactures. An entire chapter of Mr. Babbage's book is
composed of instances of the efficacy of machinery in "exerting
forces too great for human power, and executing operations too
delicate for human touch." But to find examples of work which
could not be performed at all by unassisted labour, we need not go
so far. Without pumps, worked by steam-engines or otherwise,
the water which collects in mines could not in many situations be
got rid of at all, and the mines, after being worked to a little depth,

"Foreigners are generally quite unaware that to these qualities iu English
industry the wealth and power which they seek to emulate are in reality owing,
and not to the ' ships, colonies, and comm-.rce' which these qualities have
vailedinto being, and which,even if annihilated, would leave England the richest
gountry in the world. An Englishman, of almost every class, is the most
efficient of all labourers, because, to use a common phrase, his heart is in hk
work. But itissurelyquitepossibletoputheartintohisworkwithoutbeing
ineapsb]_ of putting it into anything else."]
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• must be abandoned : without ships or boats the sea could never have
been crossed ; without tools of some sort, trees could not be cut down_

nor rocks excavated ; a plough, or at least a hoe, is necessary to any
tillage of the ground. Very simple and rude instruments, however,
are sufficient to render literally possible most works hitherto exe-
cuted by mankind ; and subsequent inventions have chiefly served
to enable the work to be performed in greater perfection, and, above
all, with a greatly diminished quantity of labour : the labour thus
saved becoming disposable for other employments.

The use of machinery is far from being the only mode in which
the effects of knowledge in aiding production are exemplified. In
agriculture and horticulture, machinery is only now [1852] beginning
to show that it can do anything of importance, beyond the invention
and progressive improvement of the plough and a few other simple
instruments. The greatest agricultural inventions have consisted
in the direct application of more judicious processes to the land itself,
and to the plants growing on it : such as rotation of crops, to avoid
the necessity of leaving the land uncultivated for one season in every
two or three; improved manures, to renovate its fertility when
exhausted by cropping ; ploughing and draining the subsoil as well
as the surface ; conversion of bogs and marshes into cultivable land ;
such modes of pruning, and of training and propping up plants and
trees, as experience has shown to deserve the preference ; in the case
of the more expensive cultures, planting the roots or seeds further
apart, and more completely pulverizing the soil in which they are
placed, &c. In manufactures and commerce, some of the most
important improvements consist in economizing time ; in making the
return follow more speedily upon the labour and outlay. There are
others of which the advantage consists in economy of material

§ 5. But the effects of the increased knowledge of a c_mmuaity
in increasing its wealth, need the less illustration as they have
become familiar to the most uneducated, from such conspicuous
instances as railways and steam-ships. A thing not yet so well
understood and recognised, is the economical value of the general
diffusion of intelligence among the people. The number of persons
fitted to direct and superintend any industrial enterprise, or even to
execute any process which cannot be reduced almost to an affair ot
memory and routine, is always far short of the demand ; as is evident
from the enormous di_erence between the salaries paid to such per-
sons and the wages of ordinary labour. The deficiency of practical
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good sense, which renders the majority of the labouring class such
bad calculators--which makes, for instance, their domestic economy
so improvident, lax, and irregular--must disqualify them for any
but a low grade of intelligent labour, and render their industry far
less productive than with equal energy it otherwise might be. The
importance, even in this limited aspect, of popular education, is
well worthy of the attention of politicians, especially in England ;
since competent observers, accustomed to employ labourers of vari-
ous nations, testify that in the workman of other countries they
often find great intelligence wholly apart from instruction, but that
if an English labourer is anything but a hewer of wood and a drawer
of water, he is indebted for it to education, which in his case is almost

always self-education. Mr, Escher, of Zurich (an engineer and cotton
manufacturer employing nearly two thousand working men of many
different nations), in his evidence annexed to the Report of the Poor
Law Commissioners, in 1840, on the training of pauper children,
gives a character of English as contrasted with Continental workmen,
which all persons of similar experience will, I believe, confirnL

"The Italians' quickness of perception is shown in rapidly
comprehending any new descriptions of labour put into their hands,

in a power of quickly comprehending the meaning of their employer,
of adapting themselves to new circumstances, much beyond what
any other classe_ have. The French workmen have the like natural
characteristics, only in a somewhat lower degree. The English,
Swiss, German, and Dutch workmen, we find, have all much slower
natural comprehe_sion. As workmen only, the preference is un-
doubtedly due to the English; because, as we find them, they are
all trained to special branches, on which they have had compara-
tively superior training, and have concentrated all their thoughts.
As men of business or of general nsefuiness, and as men with whom
an employer would best like to be surrounded, I should, however,
decidedly prefer the Saxons and the Swiss, but more especially
the Saxons, because they have had a very. careful general education,
which has extended their capacities beyond any special employment,
and rendered them fit to take up, after a short preparation, any
employment to which they may be called. If I have an English
workman engaged in the erection of a steam-engine, he will under-
stand that, and nothing else ; and for other cireumatances or ethel
branches of mechanics, however closely allied, he will be com-
paratively helpless to adapt hlm_Jf to all the circumstances that
may ariae_ to make arrangements for them, and give sound advice
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or write clear statements and letters on his work in the various
related branches of mechanics."

On the connexion between mental cultivation and moral trust-

worthiness in the labouring class, the same witness says, " The
better educated workmen, we find, are distinguished by superior
moral habits in every respect. In the first place, they are entirely
sober; they are discreet in their enjoyments, which are of a more
rational and refined kind ; they have a taste for much better society,

which they approach respectfxlly, and consequently find much
readier admittance to it; they cultivate music; they read; they
enjoy the pleasures of scenery, and make parties for excursions
into the country ; they are economical, and their economy extends
beyond their own purse to the stock of their master; they are,
consequently, honest and trustworthy." And in answer to a question

respecting the English workmen, " Whilst in respect to the work
to which they have been specially trained they are the most skil_al,
they are in conduct the most disorderly, debauched, and unruly,
and least respectable and trustworthy of any nation whatsoever
whom we have employed; and in saying this, I express the ex-
perience of every manufacturer on the Continent to whom I have
spoken, and especially of the English manufacturers, who make
the loudest complaints. These characteristics of depravity do not
apply to the English _orkmen who have received an education,
but attach to the others in the degree in which they are in want of
it. When the uneducated English workmen are released from the
bonds of iron discipline in which they have been restrained by their
employers in England, and are treated with the urbanity and
friendly feeling which the more educated workmen on the Continent
expect and receive from their employers, they, the English workmen,
completely lose their balance : they do not understand their position.
and after a certain time become totally unmanageable and useless." *
This result of observation is borne out by experience in England
itselL As soon as any idea of equality enters the mind of an un-
educated English working man, his head is turned by it. l When
he ceases to be servile, he becomes insolent.

The moral qualities of the labourers are fully as important to
the efficiency and worth of their labour, as the intellectual. In-
dependently of the efleets of intemperance upon their bodily and

t The whole evidence of this intelligent and experiencedemployer of labour
is deserving of attention ; as well as muchtestimony on 81milz_points b_ oth_
witnemm, contained in the s_me volume.

i [This eomment was added in the 3rd ed. (18_k]



DEGREES OF PRODUCTIVENESS 1|I

mental faculties, and ol flighty, unsteady habits upon the energy
and continuity of their work (points so easily understood as not
to require being insisted upon), it is well worthy of meditation,
how much of the aggregate effect of their labour depends on their
trustworthiness. All the labour now expended in watching that
they fulfil their engagement, or in verifying that they have fulfilled
it, is so much withdrawn from the real business of production, to
be devoted to a subsidiary function rendered needful not by the
necessity of things, but by the dishonesty of men. Nor are the
greatest outward precautions more than very imperfectly efficacious,
where, as is now almost invariably the case with hired labourers,

the slightest relaxation of vigilance is an opportunity eagerly
seized for eluding performance of their contract. 1 The advantage
to mankind of being able to trust one another, penetrates into
every crevice and cranny of human life : the economical is perhaps
the smallest part of it, yet even this is incalculable. To consider
only the most obvious part of the waste of wealth occasioned to
society by human improbity; there is in all rich communities
a predatory population, who live by pillaging or overreaching
other people; their numbers cannot be authentically ascertained,
but on the lowest estimate, in a couutry like England, it is very
large. The support of these persons is a direct burthen on the
national industry. The police, and the whole apparatus of punish-
ment, and of criminal and partly of civil justice, are a second bltrthen
rendered necessary by the first. The exorbitantly-paid profession
of lawyers, so far as their work is not created by defects in the law,
of their own contriving, are required and supported pnneipally
by the dishonesty of mankind. As the standard of integrity in a
community rises higher, all these expenses become less. But this
positive saving would be far outweighed by the immense increase
in the produce of all kinds of labour, and saving of time and expendi-
ture, which would be obtained if the labourers honestly performed
what they undertake; and by the increased spirit, the feeling of
power and confidence, with which works of aU sorts would be planned
and carried on by those who felt that all whose aid was required
would do their part faithfully according to then contracts. Conjoint
action is possible just in proportion as human beings can rely on
each other. There are countries in Europe, of first-rate industrial

I [This _tement took the place in the 3rd e& (1852) of the senteuoe :
" Nor are the gresteat outward premmtionseomparable in efficacy to the
monitor within."]
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capabilities, where the most serious imperilment to conductin_
bnalness concerns on a large scale is the rarity of persons who
are supposed fit to be trusted with the receipt and expencliture
of large sums of money. There are nations whose commodities
are looked shily upon by merchants, because they cannot depend on
finding the quality of the article conformable to that of the sample.
Such short-sighted frauds are far from unexampled in English exports
Every one has heard of "devil's dust :" and among other instances
given by Mr. Babbage, is one in which a branch of export trade
was for a long time actually stopped by the forgeries and frauds
which had occurred in it. On the other hand, the substantial

advantage derived in business transactions from proved trust_
worthiness, is not less remarkably exemplified in the same work.
"At one of our largest towns, sales and purchases on a very extensive
scale are made daily in the course of business without any of the
parties ever exchanging a written document." Spread over a year's
transactions, how great a return, in saving of time, trouble, and
expense, is brought in to the producers and dealers of such a town
from their own integrity. " The influence of established character
in producing confidence operated in a very remarkable mann_
at the time of the exclusion of British manufactures from the

Continent during the last war. One of our largest establlshmentJ
had been in the habit of doing extensive business with a house
in the centre of Germany; but on the closing of the Continental
ports against our manufactures, heavy penalties were inflicted
on all those who contravened the Berlin and Milan decrees. The

English manufacturer continued, nevertheless, to receive orders,
with directions how to consign them, and appointments for the
time and mode of payment, in letters, the handwriting of which
was known to him, but which were never signed except by the
Christian name of one of the firm, and even in some instances they
were without any signatule at all. These orders were executed, and

in no instance was there the least irregularity in the payments." *

# Some minor instances noticed by Mr. B_bbsge may be cited in further
illustration of the waste occasioned to society through the inability of its
members to trust one another.

"The cost to the purchaser is the price he pays for any article, added to
the cost of "¢erifyingthe fact of its having that degree of goodness for which
he contracts. In some cases the goodness of the article is evident ov mere
inspection ; and in those cases there is not much differenceof price at different
shops. The goodness of loaf sugar, for instance, can be discerned almost .at,a
glauce ; and the consequence is, that the price is so uniform, and the profit
upon it so small, that no grocer is at all anxious to sell it ; whilst on the ethel
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§ 6. Among the secondary causes which determine the pro-

ductiveness of productive agents, the most important is Security.

By security I mean the completeness of the protection which society
affords to its members. This consists of protection by the govern-
ment, and protection again_ the government. The latter is the

more important. Where a person known to possess anything
worth taking away, can expect nothing but to have it torn from

him, with every circumstance of tyrannical violence, by the agents
of a rapacious government, it is not likely that many will exert
themselves to produce much more than necessaries. This is the

acknowledged explanation of the poverty of many fertile tracts

of Asia, which were once prosperous and populous. From this

to the degree of security enjoyed in the best governed parts of
Europe, there are numerous gradations. In many provinces of

France before the Revolution, a vicious system of taxation on

the land, and still more the absence of redress against the arbitrary
exactions which were made under colour of the taxes, rendered it

the interest of every cultivator to appear poor, and therefore to

rnltivate badly. The only insecurity which is altogether paralysing /

hand, tea, of which it is exceedingly diflleult to judge, and which can be
adulterated by mixture so as to deceive the skill even of a practised eye, has a
great variety of different prices, and is that article which every grocer is most
anxious to sell to his customers. The difficulty and expense of verification are
in some instances so gre_t, as to justify the deviation from well-est_blished
principles. Thus, it is a general maxim that Government can purchase any
article at a cheaper rate than that at which they can manufacture it themselves.
But it has, nevertheless, been considered more economical to build extensive
flour-mills (such as those at Deptford), and to grind their own corn, than to
verify each sack of purchased flour, and to employ pemons in devising methods
of detecting the new modes of a_iulteration which might be continually resorted
to." A similar want of confidence might deprive a nation, such as the United
States, of a large export trade in flour.

Again : "Some years since, a mode of preparing old clover and trefoil seeds
by a procees called dock_ng became so prevalent as to excite the attention of
the House of Commons. It appeared in evidence before a Committee, that the
old seed of the white clover was doctored by first wetting it slightly, and then
drying it by the fumes of burning sulphur ; and that the red clover seed had
its colour improved by sb_l_ing it in a sack with a small quantity of indigo ; but
this being detected after a time, the doctors then used a preparation of logwood,
fined by a little copperas, and sometimes by verdigris ; thus at once improving
the appearance of the old seed, and diminiahing, if not destroying, its vegetative
power, already enfeebled by age. Supposing no injury had resulted to good
seed so prepared, it was proved that, from the improved appearance, the
market price would be enhanced by this process from five to twenty-five
shillings a hundred-weight. But the greatest evil arose from the circumstances
of these processes ren,iermg old and worthless seed equal in appearance to the
best. One witness had tried some doctored seed, and found that not above one
_rw n in a hundred grew, and that those which did vegetate died away

ards ; whilst about eighty or ninety per cent. of good seed usually _row_.
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to the active energies of producers, is that arising from the govern-

ment, or from persons invested with its authority. Againstall

other depredators there is a hope of defending oneselL Greece

and the Greek colonies in the ancient world, Flanders and Italy

m the Middle Ages, by no means enjoyed what any one with modern
ideas would call security : the state of society was most unsettled

and turbulent; person and property were exposed to a thousand
dangers. But they were free countries ; they were in general

neither arbitrarily oppressed nor systematically plundered by

their governments. Against other enemies the individual energy
which their institutions called forth, enabled them to make successful

resistance : their labour, therefore, was eminently productive, and

their riches, while they remained free, were constantly on the increase.

The Roman despotism, putting an end to wars and internal conflicts

throughout the empire, relieved the subject population from much of
the former insecurity : but because it left them under the grinding

yoke of its own rapacity they became enervated and impoverished,
until they were an easy prey to barbarous but free invaders. They

would neither fight nor labour, because they were no longer suffered

to enjoy that for which they fought and labours&

The seed so treated was sold to retail dealers in the country, who of course
endeavoured to purchase at the cheapest rate, and from them it got into the
hands of the farmers, neither of these classes being capable of distinguishing
the fraudulent from the genuine seed. Many culAvators in consequence
diminished their consumption of the articles, and others were obliged to pay a
higher price to those who had skill to distinguish the mixed seed, and who had
integrity and character to prevent them from dealing in it."

The same writer states that Irish flax, though in natural quality inferior to
none, sells, or did lately sell, in the market at a penny to twopence per pound
lees th_n foreign or British flax ; part of the difference arising from negligence
in its preparation, but part from the cause mentioned in the evidence of Mr.
Corry, many years Secretary to the Irish Linen Board : "The owners of the
flax, who are almost always people in the lower elas_es of llfe, believe that they
van best advance their own interests by imposing on the buyers. Flax being
sold by weight, various expedients are used to increase it ; and every expedient
is injurious, particularly the damping of it ; a very common practice, which
makes the flax afterwards heat. The inside of every bundle (and the bundles
all vary in bulk) is often full of pebbles, or dirt of various kinds, to increase the
weight. In this state it is purchased and exported to Great Britain."

It was given in evidence before a Committee of the House of Commons

that the lace trade at Nottingham, had. greatly fallen off,. from the making" olfraudulent and had articles : that a kind of lace called s,ng/e-pre&s was manu.
factured," (I still quote Mr. Babbage,) ".whi.'ch although good to the eye,
became nearly spoiled in waS."hi_. by. the slipping of the threads; that not one
person in a thousand could dmtinguish the ditTeret, _e between tangle-press and
double-press lace ; that even workmen and manufacturers were obliged to
employ a magnifying-glass for that p_; and that in another similar artiok_
called warp-lace, such aid was e_enfiaJ
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Muchof the security of person and property in modern nations
is the effect of manners and opinionrather than of law. There are,
orlately were,countriesin Europe wherethe monarchwasnominally
absolute, but where, from the restraints imposed by established
usage,no subject felt practically in the smallest danger of having
his possessionsarbitrarily seized or a contribution levied on them
by the government. Theremust, however,be in suchgovernments
much petty plunder and other tyranny by subordinateagents, for
whichredress is not obtained,owing to the want of publicity which
is the ordinary character of absolute governments. In England,
the public are tolerably well protected, both by institutions and
manners, against the agents of government; but, for the security
they enjoy against other evil-doers, they are [1848] very little
indebted to their institutions. The laws cannot be said to afford

protection to property, when they afford it only at such a cost as
renders submission to injury in general the better calculation.
The security of property in England is owing (except as regards
open violence) to opinion, and the fear of exposure, much more than
to the direct operation of the law and the courts of justice.

Independently of all imperfection in the bulwarks which society
purposely throws round what it recognises as l_roperty, there
are various other modes in which defective institutions impede the
employment of the productive resourc_ of a country to the best
advantage. We shall have occasion for noticing many of these
in the progress of our subjecta It is sufllcient here to remark, that
the etficiency of industry may be expected to be great, in proportion
as the fruits of industry are insured to the person exerting it : and
that all social arrangements are conducive to useful exertion,
according as they provide that the reward of every one for his labour
shall be proportioned as much as possible to the benefit which it
produce_ All laws or usages which favour one class or sort of
persons to the disadvantage of others ; which chain up the efforts of
any part of the community in pursuit of their own good, or stand
between those efforts and their natural h_tits--are (independently
of all other grounds of condemnation) violations of the fundamental
principles of economical policy; tending to make the aggregate
productive powers of the community productive in a less degree thaa
they wouldotherwisebe.



CHAPTER VIII

OF CO-OPERATION, OR THE COMBINATION OF LABOUR

§ 1. IN the enumeration of the circumstances which promote
the productiveness of labour, we have left one untouched, which,
becauseof itsimportance,and of the many topicsof discussion i

whichitinvolves,requirestobetreatedapart. Thisisco-operation,
or the combined action of numbers. Of this great aid to production, !
a single department, known by the name of Division of Labour,
has engaged a large share of the attention of political economists"
most deservedly indeed, but to the exclusion of other cases and
exemplifications of the same comprehensive law. Mr. Wakefield
was, I believe, the first to point out, that a part of the subject had,
with injurious effect, been mistaken for the whole; that a more
fundamental principle lies beneath that of the division of labour.
and comprehends it.

Co-operation, he observes,* is "of two distinct kinds: first,

such co-operation as takes place when several persons help each
other in the same employment; secondly, such co-operation as
takes place when several persons help each other in different em-
ployments. These may be termed Simple Co-operation and Complex
Co-operation.

"The advantage of simple co-operation is illustrated by the
case of two greyhounds running together, which, it is said, will kill
more hares than four greyhounds running separately. In a vast
tmmber of simple operations porformed by human exertion, it is
quite obvious that two men working togetl_er will do more than
four, or four times four men, each of whom should work alone_ In
the lifting of heavy weights, for example, in the fe111ng of trees I
inthesawingof timber,inthegatheringofmuch hay orcornduring

a shortperiodoffineweather,indraininga largeextento{ land

during the shortseasonwhen such a work may be properlyeem-

* NotetoWakefizld'aeditionM Adam Smith,voLL p.26.
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ducted, in the pulling of ropes on board ship, in the rowing of
large boats, in some mining operations, in the erection of a scaffolding
for building, and in the breaking of stones for the repair of a road,
so that the whole of the road shall always be kept in good order : in
all these simple operations, and thousands more, it is absolutely neces-
sary that many persons should work together, at the same time, in
the same place, and in the same way. The savages of New Holland
never help each other, even in the most ¢imple operations ; and
their condition is hardly superior, in some respects it is inferior, to
that of the wild animals which they now and then catch. Let any
one imagine that the labourers of England should suddenly desist
from helping each other in simple emp]oyments, and he will see
at once the prodigious advantages of simple co-operation. In a
countless number of employments, the produce of labour is, up to
a certain point, in proportion to such mutual assistance amongst
the workmen. This is the first step in social improvement." The
second is, when "one body of men having combined their labour to
raise more food than they require, another body of men are induced
to combine their labour for the purpose of producing more clothes
than they require, and with those surplus clothes buying the surplus
food of the other body of labourers ; while, if both bodies together
have produced more food and clothes than they both require, both
bodies obtain, by means of exchange, a proper capital for setting
more labourers to work in their respective occupations." To simple
co-operation is thus superadded what Mr. Wakefield terms Complex
Co-operation. The one is the combination of several labourers to
help each other in the same set of operations ; the other is the com-
bination of several labourers to help one another by a division of
operations.

There is "an important distinction between simple and complex
co-operation. Of the former, one is always conscious at the time of
pract_ing it: it is obvious to the most ignorant and vulgar eye.
Of the latter, but a very few of the vast numbers who practise it are
in any de_ee conscious. The cause of this distinction is easily
seen. When several men are employed in lifting the same weight,
or pnlling the same rope, at the same time, and in the same place,
there can be no sort of doubt that they co-operate with each other ;
the fact is impressed on the mind by the mere sense of sight ; but
when _ve_al men, or bodies of men, are employed at different times
and places, and in di_erent pursuits, the_ co-operation with each
other, thoug_ it may be quite as certain_ is not so readily perceived
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as in the other case : in order to perceive it, a complex operatiom
of the mind is required."

In the present state of society the breeding and feeding of sheep
is the o_ul_tion of one set of people, dressing the wool to prel_re
it for the spinner is that of another, spinning it into thread of a third,
weaving the thread into broadcloth of a fourth, dyeing the cloth of a
frith, making it into a coat of a sixth, without counting the multitude
of carriers, merchants, factors, and retailers, put in requisition at
the successive stages of this progress. All these persons, without
knowledge of one another or previous understanding, co-operate in

the production of the ultimate result, a coat. But these are far
from being all who co-operate in it; for each of these persons
requires food, and many other articles of consumption, and unless
he could have relied that other people would produce these for him,
he could not have devoted his whole time to one step in the succession

of operations which produces one single commodity, a coat. Every

person who took part in producing food or erecting houses for this
series of producers, has, however unconsciously on his part, com-
bined his labours with theirs. It is by a real, though unexpressed,
concert, "that the body who raise more food than they want, can
exchange with the body who raise more clothes than they want ;
_md if the two bodies were separated, either by distance or dis-
inclination--unless the two bodies should virtually form themselves
into one, for the common object of raising enough food and clothes
for the whole--they could not divide into two distinct parts the

whole operation of producing a sufficient quantity of food and
clothes."

§ 2. The influenceexercisedon productionby the separation

ofemployments,ismore fundamentalthan,from themode inwhich

thesubjectisusuallytreated,a readermight beinducedtosuppose

Itisnotmerelythatwhen theproductionofdifferentthingsbecomes

thesoleorprincipaloccupationofdifferentpersons,a much greater
quantityof each kind of articleisproduced. The truthismuch

beyond this. Without some separationofemployments,very few

thingswould be producedatall
Supposea setofpersons,ora number offamilies,allemployed

precisely in the same manner ; each fand]y settled on a piece of ite
own land, on which it grows by its labour the food required for its
own sustenance, and as there are no persons to buy any surplus
produce where all are producers, each family has to produce within
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itselt whatever other articles it consume_ In such circnmRtances,
if the soil was tolerably fertile, and population did not tread too
closely on the heels of subsistence, there would be, no doubt, some
kind of domestic manufactures ; clo$,hingfor the family might per-
hapa be spun and woven _i_.hln it, by the labour probably of the
women (a first step in the separation of employments); and a
dwdling of some sort would be erected and kept in repair by their
united labour. But beyond simple food (precarious, too, from the
variations of the seasons), coarse clothing, and very imperfect lodging,
igwould be scarcely possible that the family should produce anything
more. They would, in general, require their utmost exertions to
accemplish so much. Their power even of extracting food from
the soil would be kept within narrow limits by the quality of their
tools, which would necessarily be of the most wretched description.
To do almost anything in the way of producing for themsdves
articles of convenience or luxury, would require too much time,
and, in many cases, their presence in a different place. Very few
kinds of industry, therefore, would exist ; and that which did exist,
namely the production of necessaries, would be extremely inefficient,
not solely from imperfect implements, but because, when the ground
and the domestic industry fed by it had been made to supply the
necessaries of a single family in tolerable abundance, there would
be little motive, while the numbers of the family remained the same,
to m_l_eeither the land or the labour produce more.

But suppose an event to occur, which would amount to a revolu-
tion in the circumstances of this little settlement. Suppose that a
company of artificers, provided with tools, and with food sufficient
to maintain them for a year, arrive in the country and establish
themselves in the midst of the population. These new settlers
occupy themselves in producing articles of use or ornament adapted
to the taste of a simple people ; and before their food is exhausted
they have produced these in considerable quantity, and are ready to
exchange them for more food. The economical position of the landed
population is now most materially altered. They have an oppor-
tunity given them of acquiring comforts and luxuries. Things
which, while they depended solely on their own labour, they never
could have obtained, because they could not have produced, are
now accessible to them if they can succeed in producing an additional
quantity of food and necessaries. They are thus incited to increase
the productiveness of their industry. Among the conveniences for
the first time made accemibh to them, better took are probably
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one: and apart from this, they have a motive to labour more
assiduously, and to adopt contrivances for making their labour
more effectual. By these means they will generally succeed in
compelling their land to produce, not only food for themselves,
but a surplus for the new comers, wherewith to buy from them
the products of their industry. The new settlers constitute what is
called a market for surplus agricultural produce : and their arrival
has enriched the settlement not only by the manufactured article
which they produce, but by the food which would not have been
produced unless they had been _ere to consume it.

There is no inconsistency between this doctrine, and the pro-
position we before maintained, that a market for commodities does
not constitute employment for labour.* The labour of the agricul-
turists was already provided with employment; they are not
indebted to the demand of the new comers for being able to maintain
themselves. What that demand does for them is, to call their labour
into increased vigour and efficiency; to stimulate them, by new
motives, to new exertions, l_either do the new comers owe their
maintenance and employment to the demand of the agriculturists :
with a year's subsistence in store, they could have settled side by
side with the former inhabitants, and produced a similar scanty
stock of food and necessaries. Nevertheless we see of what supreme
importance to the productiveness of the labour of producers, is the
existence of other producers within reach, employed in a different
kind of industry. The power of exchanging the products of one
kind of labour for those of another, is a condition, but for which,
there would almost always be a smaller quantity of labour altogether.
When a new market is opened for any product of industry, and a
greater quantity of the article is consequently produced, the increased
production is not always obtained at the expense of some other
product ; it is often a new creation, the result of labour which would
otherwise have remained unexerted ; or of assistance rendered to
labour by improvements or by modes of co-operation to which re-
course would not have been had if an inducement had not been
offered for raising a larger produce.

§ 3. From these considerations it appears that a counfaT
will seldom have a productive agriculture, unless it has a large town
population, or the only available substitute, a large export trade
in agricultural produce to supply a population elsewhere. I u_

* Supra,pp.79-90.
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the phrase town population for shortness, to imply a population
non-agricultural; which will generally be collected in towns or
large villages, for the sake of combination of labour. The applica-
tion of this truth by Mr. Wakefield to the theory of colonization has
excited much attention, and is doubtless destined to excite much

more. It is one of those great practical discoveries, which, once
made, appears so obvious that the merit of making them seems less
than it ia Mr. Wakefield was the first to point out that the mode of
planting new settlements, then commonly practised--setting down a
number of families side by side, each on its piece of land, all employing
themselves in exactly the same manner,--though in favourable
circumstances it may assure to those families a rude abundance of
mere necessaries, can never be other than unfavourable to great
production or rapid growth: and his system consists of arrange-
merits for securing that every colony shall have from the first a
town population bearing due proportion to its agricultural, and that
the cultivators of the soil shall not be so widely scattered as to be
deprived by distance of the benefit of that town population aa a
market for their produce. 'Fhe principle on which the scheme is
[ounded, does not depend on any theory respecting the superior
productiveness of land held in large portions, and cultivated by hired
labour. Supposing it true that land yields the greatest produce when
divided int_ small properties and cultivated by peasant proprietors,
a town population will be just as necessary to induce those proprietors
to raise that larger produce: and if they were too far from the
nearest seat of non-agricultural industry to use it as a market for
disposing of their surplus, and thereby supplying their other wants,
neither that surplus nor any equivalent for it would, generally
speaking, be plodueed.

It is, above all, the deficiency of town population which limits
[1848] the productiveness of the industry of a country like India.
The agriculture of India is conducted entirely on the system of small
holdings. There is, however, a considerable amount of combination
of labour. The village institutions and cus_ms, which are the real
framework of Indian society, make provision for joint action in the
cases in which it is seen to be necessary ; or where they fail to do so,
the government (when tolerably well admlniatered) steps in, and by
an outlay from the revenue, executes by combined labour the tanks,
embankments, and works of irrigation, which are indispensable.
The implements and processes of agriculture are however so wretched,
that the produce of the soil, in spite of great natural fertility and s
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e_a_ _y _v_le to ve_etat_ou, £s xm_rab_y sma_ : and tha
land might be made to yield food in abundance for many more than
the present number of inhabitants, without departing from the
system of small holdings. But to this the stimulus is wanting,
which a large town population, connected with the rural districts
by easy and unexpensive means of communication, would afford.
That town population, again, does not grow up, because the few
wants and unaspiring spirit of the cultivators (joined until lately
with great insecurity of property, from military and fiscal rapacity)
prevent them from attemptin_ to become consumers of town pro-
duce. In these circumstances the best chance of an early develop-
ment of the productive resources of India, consists in the rapid 1
growth of its export of agricultural produce (cotton, indigo, sugar,
coffee, &c.) to the markets of Europe. The producers of those
articles are consumers of food supplied by their feUow-agriculturists
in India; and the market thus opened for surplus food will, if
accompanied by good government, raise up by degrees more extended
wants and desires, directed either towards European commoditiet,
_r towards things which will require for their production in India
a larger manufacturing population.

§ 4. Thus far of the separation of employments, a form of the
combinationof labour without which there cannot be the first

rudiments of industrial civilization. But when this separation is
thoroughly established; when it has become the general practice
for each producer to supply many others with one commodity, and
to be supplied by others with most of the things which he consumes ;
reasons not less real, though less imperative, invite to a further
extension of the same principle. It is found that the productive
power of labour is increased by carrying the separation further and
further ; by breaking down more and more every process of industry
into parts, so that each labourer shall confine himself to an ever
smaller number of simple operations. And thus, in time, arise
those remarkable cases of what is called the division of labour, with

which all readers on subjects of this nature are familiar. Adam
Smith's illustration from pin-making, though so well known, is so
much to the point, that I will venture once more to transcribe it.
"The business of making a pin is divided into about eighteen distinct
operation& One man draws out the wire, another straights it, a
third cuts it, a fourth points it, a fifth grinds it at the top for receiving

z [,, Now" was )mitred before "__pid " in the 3rded. II_.]
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the head; to makethe headrequirestwo or threedistinctoperations;
to put it on, is a pecu/iar business ; to whiten _e p/ns is another; it
is even a trade by itself to put them into the paper .... I have
seen a small manufactory where ten men only were employed, and
where some of them, consequently, performed two or three
distinct operations. But though they were very poor, and therefore
but indifferently accommodated with the necessary machinery,
they could, when they exerted themselves, make among them
about twelve pounds of pins in a day. There are in a pound up-
wards of four thousand pins of a middling size. Those ten persons,
therefore, could make among them upwards of forty-eight thousand
pins in a day. Each person, therefore, making a tenth part of
forty-eight thousand pins, might be considered as making four
thousand eight hundred pins in a day. But if they had all wrought
separately and independently, and without any of them having
been educated to this peculiar business, they certainly could not
each of them have made twenty, perhaps not one pin in a day. s'

M. Say furnishesastillstrongerexample of theeffectsof division
oflabour--froma not veryimportantbranchofindustrycertainly,

themanufactureofplayingcards. "It issaidby thoseengagedin

thebusiness,thateachcard,thatis,a pieceofpasteboardofthesize

of the hand, beforebeingready forsale,does not undergo fewer
thanseventyoperations,everyone ofwhichmight betheoccupation

ofa distinctclassofworkmen. And iftherearenot seventyclasses
ofwork-peopleineachcardmanufactory,itisbecausethe division

oflabourisnot carriedsofarasitmightbe ; becausethesame work-

man ischargedwith two, three,or fourdistinctoperations.The

influenceofthisdistributionofemployment isimmense. Ihaveseen
a card manulactorywhere thirtyworkmen produced dailyfifteen

thousand fivehundred cards,beingabove fivehundred cardsfor

eachlabourer; and itmay bepresumedthatifeachoftheseworkmen
were obligedtoperformallthe operationshimself,even supposing

him a practisedhand,he would not perhapscompletetwo cardsina
day : and thethirtyworkmen, insteadoffifteenthousandfivehun-

dred cards, would make only sixty." *
In watchmaking, as Mr. Babbage observes, "it was stated in

evidence before a Committee of the House of Commons, that there

•' SAT, _ours d'Economie Politique Pratique, voL L I_ 340.
It is a remarkable proof of the economy of labour occasioned by this

minute division of occupations, that an article, the production of which is the
result of such a multitude of manual operation& san be sold for a trifling
_ullx.
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are a hundred and two distinct branches of this art, to each o{

which a boy may be put apprentice ; and that he only learns his
master's department, and is unable, after his apprenticeship has
expired, without subsequent instruction, to work at any other branch.
The watch-finisher, whose business it is to put together the scattered
parts, is the only one, out of the hundred and two persons, who can
work in any other department than his own." *

§ 5. The causes of the increased efficiency given to labour
by the division of employments are some of them too familiar to
require specification ; but it is worth while to attempt a complete
enumeration of tbem_ By Adam Smith they are reduced to thr_e.
"First, the increase of dexterity in every particular workman;
secondly, the saving of the time which is commonly lost in passing
from one species of work to another ; and lastly, the invention of a
great number of machines which facilitate and abridge labour, and
enable one man to do the work of many."

Of these, the increase of dexterity of the individual workman is
_he most obvious and universal. It does not follow that because a

thing has been done oftener it will be done better. That depends
on the intelligence of the workman, and on the degree in which his
mind works along with his hands. But it will be done more easily.
The organs themselves acquire greater power : the muscles employed
grow stronger by frequent exercise, the sinews more pliant, and the
mental powers more efficient, and less sensible of fatigue. What
can be done easily has at least a better chance of being done well,
and is sure to be done more expeditiously. What was at first done
slowly comes to be done quickly; what was at first done slowly
with accuracy is at last done quickly with equal accuracy.
This is as true of mental operations as of bodily. Even a child,
after much practice, snma up a column of figures with a rapidity
which resembles intuition. The act of speaking any language,
of reading fluently, of playing music at sight, are cases as remarkable
as they are familiar. Among bodily acts, dancing, gymnastic
exercises, ease and brilliancy of execution on a musical instrument°
are examples of the rapidity and facility acquired by repetition. In
simpler manual operations the effect is of course still sooner pro-
duced. " The rapidity," Adam Smith observes, " with which some
of the operations of certain manufactures are performed, exceeda
what the human hand could, by those who had never seen them_ be

• _com_y of Machi_ and Ma#_f_re_, 3rdedition, p. 201.



COMBINA_I_ONOF La_OUI_ 1_

8ur4msed capable of _cquiring." * This skill is, naturally, attained
after shorter practice, in proportion as the division of labour is more
minute; and will not be attained in the same degree at all, if the
workman has a greater variety of operations to execute than allows
of a sufficiently frequent repetition of each. The advantage is not
confined to the greater efficiency ultimately attained, but includes

also the diminished loss of time, and waste of material, in learning
the art. " A certain quantity of material," says Mr. Babbage,_
" will in all cases be consumed unprofitably, or spoiled, by every
person who learns an art ; and as he applies himself to each new
process, he will waste some of the raw material, or of the partly
manufactured commodity. But if each man commit this waste
in acquiring successively every process, the quantity of waste will
be much greater than if each person confine his attention to cne
process." And in general each will be much sooner qualified to
execute his one process, if he be not distracted while learning it,
by the necessity of learning other_

The second advantage enumerated by Adam Smith as arising
from the di_ision of labour, is one on which I cannot help thiuldng
that more stress is laid by him and others than it deserves. To
do full justice to his opinion, I will quote his own exposition of it.
"The advantage which is gained by saving the time commonly lost
in passing from one sort of work to another, is much greater than we
should at first view be apt to imagine it. It is impossible to pass
very quickly from one kind of work to another, that is carried on in
a different place, and with quite different tools A country weaver,
who cultivates a small farm, must lose a good deal of time in passing
from his loom to the field, and from the field to his loom. When the
two trades can be carried on in the same workhouse, the loss of time

is no doubt much less. It is even in this case, however, very con-
tfiderable. A man commonly saunters a little in turning his hand

* "In astronomical observations, the senses of the operator are rendered
so acute by habit, that he can estimate differences of time to the tenth of a
second; and adjust his measuring instrument to graduations of which five
thousand occupy only an inch. It is the same throughout the commonest
processes of manufacture. A child who fastens on the heads of pins will
repeat an operation requiring several distinct motions ol the inusclee one
hundred times a minute for several suocessive houra In a recent Manchester
sl_il.per it was stated that a peculiar sort of twist or ' gimp,' which cost three

lings making when first introduced, was now manufactured for one penny ;
and this not, as usually, by the invention of a new machine, but solely through
the inereaeed dexterity of the workman."_Edi_.bttrgh lteview for January
1849, p. 81.

t r_ge17L
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[rom one sort of employment to another. When he first begins the
new work, he is seldom very keen and hearty ; his mind, as they say,
does not go to it, and for some time he rather trifles than applies
to good purpose. The habit of sauntering and of indolent careless
application, which is naturally, or rather necessarily acquired by
every country workman who is obliged to change his work and his
tools every half hour, and to apply his hand in twenty different ways
Almost every clay of his life, renders him almost always slothful
and lazy, and incapable of any vigorous application even on the
most pressing occasions." This is surely a most exaggerated descrip-
tion of the inefficiency of country labour, where it has any adequate
motive to exertion. Few workmen change their work and their
tools oftener than a gardener; is he usually incapable of vigorous
application ? Many of the higher description of a_isans have to
perform a great multil0licity of operations with a variety of tools.
They do not execute each of these with the rapidity with which a
factory workman performs his single operation; but they are,
except in a merely manual sense, more skilful labourers, and in all
senses whatever more energetic.

Mr. Bahbage, followingin the track of Adam Smith, says,
" When thehuman hand,orthehuman head,has been forsome time

occupiedinany kind ofwork,itcannotinstantlychangeitsemploy-

ment with fulle_ect. The musclesof the limbsemployed have

acquireda flexibilityduringtheirexertion,and thosenot inaction
a stiffnessduringrest,whichrenderseverychangeslowand unequal

in the commencement. Long habitalsoproducesin the muscles

exercised a capacity for enduring fatigue to a much greater degree
than they could support under other circumstances. A dmilar
result seems to take place in any change of mental exertion ; the
attention bestowed on the new subject not being so perfect at first
as it becomes after some exercise. The employment of different
tools in t_he successive processes is another cause of the loss of time
in changing from one operation to another. If these tools are
simple and the change is not frequent, the loss of time is not consider-
able; but in many processes of the arts, the tools are of great
delicacy, requiring accurate adjustment every time they are used ;

and in many cases, the time employed in adjusting bears a large
proportion to that employed in using the tooJ. The sliding-rest,
the dividing and the drilling engine are of this kind: and hence1
in manufactories of sufficient extent, it is found to be good economy
to keep one machine constantly employed in one kind of work:
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one lathe, for example, having a screw motion to its shding-rest
along the whole length of its bed, is kept constantlymaking cylinders;
another, having a motion for equalizing the velocity of the work at
the point at which it passes the tool, is kept for facing surfaces ;
whilst a third is constantly employed in cutting wheels."

I am very far from implying that these different considerations
are of no weight; but I think there are counter-considerations
which ere overlooked. If one kind of muscular or mental labour

is different from another, for that very reason it is to some extent
a rest from that other; and if the greatest vigour is not at once
obtained in the second occupation, neither could the first have been
indefinitely prolonged without some relaxation of energy. It is a
matter of common experience that a change of occupation will often
afford relief where complete repose would otherwise be necessary,
and that a person can work many more hours without fatigue at a
succession of occupations, than if confined during the whole time to
one. Different occupations employ different muscles, of different
energies of the mind, some of which rest and are refreshed while
others work. Bodily labour itself rests from mental, and conversely.
The variety itself has an invigorating effect on what, for want of a
more philosophical appellation, we must term the animal spirits;
so important to the efficiency of all work not mechanical, and not
lmlmportant even to that. The comparative weight due to these
considerations is different with different individuals ; some are more
fitted than others for persistency in one occupation, and less fit for
change ; they require longer to get the steam up (to use a metaphor
now common); the irksomeness of setting to work lasts longer,
and it requires more time to bring their faculties into full play, and
therefore when this is once done, they do not like to leave off, but go
on long without intermi_on, even to the injury of their health.
Temperament hassomething to do with these differences. There are
people whose faculties seem by nature to come slowly into action,
and to accomplish little until they have been a long time employed.
Others, again, get into action rapidly, but cannot, without exhaustion,
continue long. In this, however, as in most other things, though
natural differences are something, habit is much more. The habit
of passing rapidly from one occupation to another may be acquired,
Ifkeother habits, by early cultivation ; and when it is acquired, there
is none of the sauntering which Adam Smith speaks of, after each
change ; no want of energy and interest, but the worlrmsn comes to
each part of his occupation with a freshness and a spirit which he
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does not retainifhe persistsin any one part (unlessin cue of

unusualexcitement)beyond thelengthoftime towhich he isacou_

tomed. Women areusually(atleastintheirpresentsocialcircum-

stances)offargreaterversatilitythan men ; and thepresenttopic
isan instanceamong multitudes,how littletheideasand experience

ofwomen have yetcountedfor,informingtheopinionsofmankind.

There are few women who would not rejectthe ideathatwork is
made vigorousby beingprotracted,and isinefficientforsome time

afterchangingtoa new thing. Even inthiscase,habit,I believe,

much more than nature,isthecauseofthedifference.The occupa-

tionsofnineout ofeveryten men arespecial,thoseofnineout of
everyten women general,embracinga multitudeofdetailseach of

whichrequiresverylittletime. Women areintheconstantpractice

ofpassingquicklyfrom one manual,and stillmore from one mental

operationtoanother,which thereforerarelycoststhem eithereffort
orlossoftime,whilea man'soccupationgenerallyconsistsinwork-

ingsteadilyfora longtime at one thing,or one very limitedclass

of things. But the situationsare sometimes reversed,and with
them thecharacters.Women arenot found lessefficientthan men

forthe uniformityoffactorywork, orthey would not sogenerally

be employed forit; and a man who has cultivatedthe habitof

turninghishand tomany things,farfrom beingthe slothfuland lazy

persondescribedby Adam Smith,isusuallyremarkablylivelyand
active.Itistrue,however,thatchange ofoccupationmay be too

frequentevenforthemost versatile.Incessantvarietyisevenmore
fatiguingthan perpetualsameness.

The thirdadvantage attributedby Adam Smith tothe division

oflabour,is,_o a certainextent,real.Inventionstendingtosave

labourina particularoperation,are more Likelytooccurtoany one
inproportionashisthoughtsareintenselydirectedtothatoccupa-

tion,and continuallyemployed upon it. A personisnot so likely

tomake practicalimprovementsinone departmentofthings,whose
attentionisverymuch divertedtoothers.But,inthis,much more

dependson generalintelligenceand habitualactivityofmind, than
on exclusivenessofoccupation; and ifthatexclusivenessiscarried

toa degreeunfavourabletothecultivationofintelligence,therewill

be more lostinthiskindofadvantage,than gained. We may add,

thatwhatevermay bethecauseofmaking inventions,when theyare
oncemade,theincreasedefficiencyoflabourisowingtotheinvention

itself,and not tothe divisionoflabour.

The greateatadvantage(nexttothe dexterityofthe workmen)
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derived from the minute division of labour which takes pla_e in
modern manufacturing industry, is one not mentioned by Adam
Smith, but to which attention has been drawn by Mr. Babbage ;
the more economical distribution of labour, by classing the work-

people according to their capacity. Different parts of the same
series of operations require unequal degrees of skill and bodily
strength; and those who have skill enough for the most dimcult,
or strength enough for the hardest parts of the labour, are made
much more useful by being employed solely in them ; the operations
which everybody is capable of, being left to those who are fit for no
others. Production is most efficient when the precise quantity of

skill and strength, which is required for each part of the process, is
employed in it, and no more. The operation of pin-making requires,
it seems, in its different parts, such different degrees of skill, that the
wages earned by the persons employed vary from fourpence half-
penny a day to six shillings ; and if the workman who is paid at that
highest rate had to perform the whole process, he would be working
a part of his time with a waste per day equivalent to the difference
between six shillings and fourpence halfpenny. Without reference
to the toss sustained in quantity of work done, and supposing even
that he could make a pound of pins in the same time in which ten
workmen combining their labour can make ten pounds, Mr. Bab-
bage computes that they would cost, in making, three times and
ehree-quarters as much as they now do by means of the division of
labour. In needle-making, he adds, the difference would be still
greater, for in that, the scale of remuneration for different parts of
the process varies from sixpence to twenty shillings a day.

To the advantage which consists in extracting the greatest
possible amount of utility from skill, may be added the analogous
one, of extracting the utmost possible utility from tools. " If any
man," says an able writer,* "had all the tools which many different
occupations require, at least three-fourths of them would constantly
be idle and useless. It were clearly then better, were any society
to exist where each man had all these tools, and alternately car_ed
on each of these occupations, that the members of it should, if
possible, divide them amongst them, each restricting himself to
some particular employment. The advantages of the change to
the whole community, and therefore to every individual in it, are

* Statement of some ]f*w Prin¢iple_ on tl_ _ub_eetof Political Economy,
by John Rae (Boston, U.S.), IX 164. [8oeiotogieal Theory of Capital (1905_

102. See infra, IX 165 n.]
F
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great. In the first place, the various implements being in constant
employment, yield a better return for what has been laid out in
procuring them. In consequence their owners can afford to have
them of better quality and more complete construction. The result
of both events is, that a larger provision is made for the future wants
of the whole society."

6. The division of labour, as all writers on the subject have
remarked, is llm_ted by the extent of the market. If, by the separa-
tion of pin-making into ten distinct employments, forty-elght
thousand pins can be made in a day, this separation will only
be advisable if the number of accessible consumers is such as tc

require, every day, something like forty-eight thousand pins. If
there is only a demand for twenty-four thousand, the division of
labour can only be advantageously carried to the extent which
will every day produce that smaller number. This, therefore, is

a further mode in which an accession of demand for a commodity
tends to increase the efficiency of the labour employed in its pro-
duction. The extent of the market may be limited by several
causes : too small a population ; the population too scattered and
distant to be easily accessible ; deficiency of roads and water carriage;
or, finally, the population too poor, that is, their collective labour
too little effective, to admit of their being large consumers. In-
dolence, want of skill, and want of combination of labour, among
those who would otherwise be buyers of a commodity, limit, there-
fore, the practical amount of combination of labour among its
producers. In an early stage of civilization, when the demand
of any particular locality was necessarily small, industry only
flourished among those who, by their command of the sea-coast
or of a navigable river, could have the whole world, or all that
part of it which lay on coasts or navigable rivers, as a market
for their productions. The increase of the general riches of the
world, when accompanied with freedom of commercial intercourse,
improvements in navigation, and inland communication by roads,
canals, or railways, tends to give increased productiveness to the
labour of every nation in particular, by enabling each locality to
supply with its special products so much larger a market, that a
great extension of the division of labour in their production is an
ordinary consequence.

The division of labour is also llmlted, in many cases, by the
nature of the employment. Agriculture, for exsmple_ is not
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susceptible of so great a division of occupations as many branches
of manufactures, because its difterent operations cannot possibly
be simultaneous. One man cannot be always ploughing, another
sowing, and another reaping. A workman who only practised one
agricultural operation would be idle eleven months of the year.
The same person may perform them all in succession, and have,
in most ehmates, a considerable amount of unoccupied time. To
execute a great agricultural improvement, it is often necessary that
many labourers should work together ; but in general, except the few
whose business is superintendence, they all work in the same manner.
A canal or a railway embankment cannot be made without a com-
bination of many labourers; but they are all excavators, except
the eugineers and a few clerks. 1

i [SeeAppendix G. /M_,m a_ Com_i_,t/o_ of I.,_x_.]



CHAPTER IX

O_ PRODUCTION ON A LARGE, AND PRODUCTION ON

A SMALL SCAI_

§ 1. FROM the importance of combination of labour, it is an
obvious conclusion, that there are many cases in which production
is made much more effective by being conducted on a large scale.
Whenever it is essential to the greatest ef_ciency of labour that
many labourers should combine, even though only in the way of
Simple Co-operation, the scale of the enterprise must be such as
to bring many labourers together, and the capital must be large
enough to maintain them_ Still more needful is this when the
nature of the employment allows, and the extent of the possible
market encourages, a considerable division of labour. The larger
the enterprise, the farther the division of labour may be csrried_
Th_ is one of the principal causes of large manufactories. Even
when no additional subdivision of the work would follow an enlarge-
ment of the operations, there will be good economy in enlarging
them to the point at which every person to whom it is convenient
to assign a special occupation, will have full employment in that
occupation. This point is well illustrated by Hr. Babbage.*

" If machines be kept working through the twenty-four hours
(which is evidently the only economical mode of employing them,)
"it is necessary that some person shall attend to admit the workmen
at the time they relieve each other; and whether the porter or
other person so employed admit one person or twenty, his rest
will be equally disturbed. It will also be necessary occasionally
to adjust or repair the machine ; and this can be done much better
by a workman accustomed to machine-making, than by the person
who uses it. Now, since the good performance and the duration
of machines depend, to a very great extent, upon correcting every
daake or imperfection in their parts as soon as they appearj the

* Page 914 et seqq.
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prompt attentlonof a workman residenton the spot willcon-

siderablyreduce the expenditurearisingfrom the wear and tear

ofthemachinery. But inthecaseofa singlelace-frame,ora single
loom,thiswould be tooexpensivea plan. Here thenarisesanother

circ-matancewhich tendsto en|Rrgethe extentof a factory.It

oughttoconsistofsuch a number ofmachines asshalloccupy the

wholetime ofone workman inkeepingthem inorder: ifextended

beyond that number, the same principleofeconomy_would point
outthe necessityofdoublingortriplingthenumber ofmachines,in

ordertoemploy thewhole timeoftwo orthreeskilfulworkmen.

" When one portionof the workman's labourconsistsin the

exertionofmere physicalforce,asinweaving,and inmany similar
arts,itwillsoon occurto the manufacturer,thatifthatpartwere

executedby a steam-engine,the same man might,in the caseof

weaving,attendtotwo ormore loomsatonce: and,sincewe already

supposethatone ormore operativeengineershave been employed,
the number oflooms may be so arrangedthattheirtime shallbe

full_occupiedinkeepingthesteam-engineand theloomsinorder.
Pursuing the same principles,the manufactory becomes

graduallyso enlarged,that the expense of lightingduring the

nightamounts to a considerablesum: and as thereare already

attachedto the establishmentpersonswho are up allnight,and

can therefore constantly attend to it, and also engineers to make
and keep in repair any machinery, the addition of an apparatus
for making gas to light the factory leads to a new extension, at
the same time that it contributes, by f]im_ishing the expense
of lighting, and the risk of accidents from fire, to reduce the cost
of manufacturing.

" Long before a f_ctory has reached this extent, it will have
been found necessary to establish an accountant's department, with
clerks to pay the workmen, and to see that they arrive at their
stated times; and this department must be in communication
with the agents who purchase the raw produce, and with those
who sell the manufactured article." It will cost these clerks and

accountants little more time and trouble to pay a large number of
workmen than a small number; to check the accounts of large
transactions, than of small. If the business doubled itself, it

would probably be neeeasary to increase, but certainly not to
double, the number either of accountants, or of buying and selling
agents. Every increase of bnsiness would enable the whole to
be carried on with a proportionately smaller amount of labour.
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As a general rule, the expenses of a business do not inorease
by any means proportionally to the quantity of business. Let
us take as an example, a set of operations which we are accustomed
to see carried on by one great establishment, that of the Post Office.
Suppose that the business, let us say only of the London letter-post,
instead of being centralized in a single concern, were divided among
five or six competing companies. Each of these would be obliged
to maintain almost as large an establishment as is now sufficient
for the whole. Since each must arrange for receiving and delivering
letters in all parts of the town, each must send letter-carriers into
every street, and almost every alley, and this too as many times
in the day as is now done by the Post Office, if the service is
to be as well performed. Each must have an office for receiving
letters in every neighbourhood, with all subsidiary arrangements for
collecting the letters from the different offices and re-distributing
them. To this must be added the much greater number of superior
officers who would be required to check and control the subordinates,
implying not only a greater cost in salaries for such responsible
officers, but the necessity, perhaps, of being satisfied in many
instances with an inferior standard of qualification, and so failing
in the object.

Whether or not the advantages obtained by operating on a
large scale preponderate in any particular ease over the more
watchful attention, and greater regard to minor gains and losses,
usually found in small establishments, can be ascertained, in a
state of free competition, by an unfailing test. Wherever there
are large and small establishments in the same business, that one
of the two which in existing circumstances carries on the production
at greatest advantage will be able to undersell the other. The
power of permanently underselling can only, generally speaking,
be derived from increased effectiveness of labour; and this, when
obtained by a more extended division of employment, or by a
classification tending to a better economy of skill, always implies a
greater produce from the same labour, and not merely the same
produce from less labour: it increases not the surplus only, but
the gross produce of industry. If an increased quantity of the
particular article is not required, and part of the labourers in con-
sequence lose their employment, the capital which maintained
and employed them is also set at liberty ; and the general produce
of the country is increased by some other application of their
labour.
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Another of the causes of large manufactories, however, is the
introduction of processes requiring expensive machinery. Expensive
machinery supposes a large capital ; and is not resorted to except
with the intention of producing, and the hope of selling, as much
of the article as comes up to the full powers of the machine. Fo_

both these reasons, wherever costly machinery is used, the large
eystem of production is inevitable. But the power of underselling
is not in this case so unerring a test as in the former, of the beneficial
effect on the total production of the community. The power of
underselling does not depend on the absolute increase of produce,
but on its bearing an increased proportion to the expenses ; which,
as was shown in a former chapter,* it may do, consistently with even
a diminution of the gross annual produce. By the adoption of
machinery, a circulating capital, which was perpetually consumed
and reproduced, has been converted into a fixed capital, requiring
only a small annual expense to keep it up : and a much smaller
produce will suttee for merely covering that expense, and replacing
the remaining circulating capital of the producer. The machinery
therefore might answer perfectly well to the manufacturer, and
enable him to undersell his competitors, though the effect on the
production of the country might be not an increase but a diminution.
It is true, the article will be sold cheaper, and therefore, of that
single article, there will probably be not a smaller, but a greatez
quantity sold; duce the loss to the community collectively has
fallen upon the work-people, and they are not the principal customers,
if customers at all, of most branches of manufacture. But though
that particular branch of industry may extend itself, it will be
by replenishing its diminished circulating capital from that of the
oomrnunit T generally; and if the labourers employed in that
department escape loss of employment, it is because the loss will
spread itself over the labouring people at large. If any of them
are reduced to the condition of unproductive labourers, supported
by voluntary or legal charity, the gross produce of the country
k to that extent permanently diminished, until the ordinary progress
of accumulation makes it up ; but if the condition of the labouring
e_ enables them to bear a temporary reduction of wages, and
the superseded labourers become absorbed in other employments,
their labour is still productive, and the breach in the gross produos of
the community is repaired, though not the detriment to the labourers.
I have restated this exposition, which has already been made in a

* Supra, chap. vi.
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former place, to impress more strongly the truth, that a mode of
production does not of necessity increase the productive effect of
the collective labour of a community, because it enables a particular
commodity to be sold cheaper. The one consequence generally
accompanies the other, but not necessarily. I will not here repeat
the reasons I formerly gave, nor anticipate those which will be given
more fully hereafter, for deeming the exception to be rather a
case abstractedly possible, than one whicli is frequently realized in
fact.

A considerable part of the saving of labour effected by substituting
the large system of production for the small, is the saving in the
labour of the capitalists themselves. If a hundred producers with
small capitals carry on separately the same business, the super-
intendence of each concern will probably require the whole attention
of the person conducting it, suf_ciently at least to hinder his time
or thoughts from being disposable /or anything else: while a
sing|e manufacturer possessing a capital equal to the sum of theirs,
with ten or a dozen clerks, could conduct the whole of their amount

of business, and have leisure too for other occupations. The
small capitalist, it is true, generally combines with the business
of direction some portion of the details, which the other leaves to

his subordinates: the small farmer follows his own plough, the
small tradesman serves in his own shop, the small weaver plies
his own loom. But in this very union of functions there is, in
a great proportion of cases, a want of economy. The principal
in the concern is either wasting, in the routine of a business, qualities
suitable for the direction of it, or he is only fit for the former, and
then the latter will be ill done. I must observe, however, that I
do not attach, to this saving of labour, the importance often ascribed
to it. There is undoubtedly much more labour expended in the
superintendence of many small capitals than in that of one large
capital. For this labour however the small producers have generally
a full compensation, in the feeling of being their own masters, and
not servants of an employer. It may be said, that if they value
this independence they will submit to pay a price for it, and to
sell at the reduced rates occasioned by the competition of the
great dealer or manufacturer. But they cannot always do this
and continue to gain a living. They thus gradually disappear from
society.Afterhaving consumed their little capitalin prolonging
the unsuccessful struggle, they either sink into the condition of

hired labourers, or become dependent on others for support.
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§ 2. Production on a large scale is greatly promoted by the
practice of forming a large capital by the combination of many small
contributions ; or, in other words, by the formation of joint stock
companies. The advantages of the joint stock principle are numerous
and important.

In the first place, many undertal_in_ require an amount of
capital beyond the means of the richest individual or private partner-
ship. No individual could have made a railway from London to
Liverpool ; it is doubtful if any individual could even work the
traffic on it, now when it is made. The government indeed could
have done both ; and in countries where the practice of co-operation
is only in the earlier stages of its growth, the government can alone
be looked to for any of the works for which a great combination
of means is requisite ; because it can obtain those means by com-
pulsory taxation, and is already accustomed to the conduct of
large operations. For reasons, however, which are tolerably well
known, and of which we shall treat fully hereafter, government
agency for the conduct of industrial operations is generally one of
the least eligible of resources, when any other is available.

Next, there are undertakings which individuals are not abso-
lutely incapable of performing, but which they cannot perform
on the scale and with the continuity which are ever more and more
required by the exigencies of a society in an advancing state. Indi-
viduals are quite capable of despatching ships from England to
any or every part of the world, to carry passengers and letters ;
the thing was done before joint stock companies for the purpose
were heard of. But when, from the increase of population and
transactions, as well as of means of payment, the public will no
longer content themselves with occasional opportunities, but
require the certainty that packets shall start reg-alarly, for some
places once or even twice a day, for others once a week, for others
that a steam ship of great size and expensive construction shall
depart on fixed days twice in each month, it is evident that to afford
an assurance of keeping up with punctuality such a circle of costly
operations, requires a much larger capital and a much larger staff
of qu_li_ed subordinates than can be commanded by an individual
capitalist. There are other cases, again, in which though the
business might be perfectly well transacted with small or moderate
capitals, the guarantee of a great subscribed stock is necessary
or desirable as a security to the public for the fulfilment of pecuniary
e_agements. This is especially the case when the nature of the

F2
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business requires that numbers of persons should be willing to trust
the concern with their money : as in the business of banking, and
that of insurance: to both of which the joint stock principle is

eminently adapted. It is an instance of the folly and jobbery of
the rulers of mankind, that until a late period the joint stock prin-

ciple,as a general resort, was in this country interdicted by law
to these two modes of business; to banlrl,g altogether, and to

insurance in the department of sea risks; in order to bestow a
lucrative monopoly on particular establishments which the govern-
ment was pleased exceptionally to license, namely the Bank of
England, and two insurance companies, the London and the Royal
Exchange.

*Another advantage of joint stock or associated management, is
its incident of publicity. This is not an invariable, but it is a natural
consequence of the joint stock principle, and might be, as in some
important cases it already is, compulsory. In bA_nlring,insurance,
and other businesses which depend wholly on confidence, publicity
is a still more important element of success than a large subscribed
capital. A heavy loss occurring in a private bank may be kept secret ;
even though it were of such magnitude as to cause the ruin of the
concern, the banker may still carry it on for years, trying to retrieve
its position, only to fall in the end with a greater crash : but this
cannot so easily happen in the ease of a joint stock company,
whose accounts are published periodically. The accounts, even if
cooked, still exercise some check ; and the suspicions of shareholders,
breaking out at the general meetings, put the public on their guard.

These are some of the advantages of joint stock over individual
management. But if we look to the other side of the question, we
shall find that individual management has also very great advan-
tages over joint stock. The chief of these is the much keener interest
of the managers in the success of the undertaking.

The administration of a joint stock association is, in the main,
a,tmiui_tration by hired servants. Even the committee, or board
of directors, who are supposed to superintend the management,
and who do really appoint and remove the managers, have no
pecuniary interestin the good working of the concern beyond
the sharesthey individuallyhold,which are a/waysa very small

part of the capitalof the association,and in generalbut a small

part of the fortunesoI the directorsthemselves; and the part

theytake inthe management usuallydividestheirtimewithmany

* [Th/iparagraphwas addedinthe6thed.(1865).]
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other occupations, of as great or greater importance to their own
interest; the business being the principal concern of no one except
those who are hired to carry it on. But experience shows, and
proverbs, the expression of popular experience, attest, how inferior
is the quality of hired servants, compared with the ministration
of those personally interested in the work, and how indispensable,
when hired service must be employed, is" the master's eye" to watch
over it.

The successful conduct of an industrial enterprise requires two
quite distinct qualifications : fidelity, and zeal. The fidelity of the
hired managers of a concern it is possible to secure. When their
work admits of being reduced to a definite set of rules, the violation
of these is a matter on which conscience cannot easily blind itself,
and on which responsibility may be enforced by the loss of employ-
ment. But to carry on a great business successfully, requires s
hundred things which, as they cannot be defined beforehand, it is
impossible to convert into distinct and positive obligations. First
and principally, it requires that the directing mind should be inces-
santly occupied with the subject; should be continually laying
schemes by which greater profit may be obtained, or expense saved.
This intensity of interest in the subject it is seldom to be expected
that any one should feel, who is conducting a business as the hired
servant and for the profit of another. There are experiments in
human affairs which are conclusive on the point. Look at the whole
class of rulers, and ministers of state. The work they are entrusted
with, is among the most interesting and exciting of all occupations ;
the personal share which they themselves reap of the national bene-
fits or misfortunes which befal the state under their rule, is far from
trifling, and the rewards and punishments which they may expect
from public estimation are of the plain and palpable kind which are
most keenly felt and most widely appreciated. Yet how rare a thing
is it to find a statesman in whom mental indolence is not stronger
than all these inducements. How infinitesimal is the proportion
who trouble themselves to form, or even to attend to, plans of public
improvement, unless when it is made still more troublesome to them
to remain inactive ; or who have any other real desire than that of
rubbing on, so as to escape general blame. On a smaller scale,
all who have ever employed hired labour have had ample experience
of the efforts made to give as little labour in exchange for the wages,

as is compatible with not being turned off. The universal neglect
by domestic servants of their employer's interests, wherever these are
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not protected by 8ome fixed rule, is matter of common remark;
unless where long continuance in the same service, and reciprocal good
ofl_ees, have produced either personal attachment, or _me feeling of
a common interest.

Another of the disadvantages of joint stock concerns, which is
in some degree common to all concerns on a large scale, is disregard
of small gains and small savings. In the management of a great
capital and great transactions, especially when the managers have
not much interest in it of their own, small sums are apt to be counted
for next to nothing ; they never seem worth the care and trouble
which it costs to attend to them, and the credit of liberality and
openhandedness is cheaply bought by a disregard of such trifling
considerations. But small profits and small expenses often repeated
amount to great gains and losses : and of this a large capitalist is
often a sufficiently good calculator to be practically aware ; and to
arrange his business on a system which, if enforced by a sut_eiently
vigilant superintendence, precludes the possibility of the habitual
waste otherwise incident to a great business. But the managers of
a joint stock concern seldom devote themselves sufficiently to the
work, to enforce unremittingly, even if introduced, through every
detail of the business, a really economical system.

From considerations of this nature, Adam Smith was led to
enunciate as a principle, that joint stock companies could never be
expected to maintain themselves without an exclusive privilege,
except in branches of business which, like banking, insurance, and
some others, admit of being, in a considerable degree, reduced to
fixed rules. This, however, is one of those over-statements of a

true principle, often met with in Adam Smith. In his days them
were few instances of joint stock companies which had been perman-
ently successful without a monopoly, except the class of cases which
he referred to ; but since his time there have been many ; and the
regular increase both of the spirit of combination and of the ability
to combine will doubtless produce many more. • Adam Smith fixed
his observation too exclusively on the superior energy and more
unremitting attention brought to a bnsinees in which the whole
stake and the whole gain belong to the persons conducting it ; and
he overlooked various countervailing considerations which go a
great way towards neutralizing even that great point of superiority.

Of these one d the most important is that which relates to the
intellectual and active quaIificationa of the directing head. The
stimulus of individual interest is same security for exertion_but
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exertion is of little avail if the intelligence exerted is of an inferior
order, which it must necesaarily be in the majority of concerns
carried on by the persons chiefly interested in them. Where the
concern is large, and cam afford a remuneration sufficient to attract
a class of candidates superior to the common average, it is possible
to select for the general management, and for all the skilled employ-
ments of a subordinate kind, persons of a degree of acquirement
and cultivated intelligence which more than compensates for their

inferior interest in the result. Their greater perspicacity enables
them, with even a part of their minds, to see probabilities of advan-
tage which never occur to the ordinary run of men by the continued
exertion of the whole of theirs ; and their superior knowledge,
and habitual rectitude of perception and of judgment, guard them
against blunders, the fear of which would prevent the others
from hazarding their interests in any attempt out of the ordinary
routine.

It must be further remarked, that it is not a necessary conse-
quence of ioint stock management, that the persons employed,
whether in superior or in subordinate offices, should be paid wholly
by fixed salaries. There are modes of connecting more or less
intimately the interest of the employee with the pecuniary success
of the concern. There is a long series of intermediate positions,
between working wholly on one's own account, and working by the
day, week, or year for an invariable payment. Even in the case of
ordinary unskilled labour, there is such a thl._ as task-work, or
working by the piece : and the superior efficiency of this is so well
known, that judicious employers always resort to it when the work
admits of being put out in definite portions, without the necessity
of too troublesome a surveillance to guard against inferiority in the
execution. In the case of the managers of joint stock companies,
and of the superintending and controlling officers in many private
establishments, it is a common enough practice to connect their
pecuniary interest with the interest of their employers, by giving
them part of their remuneration in the form of a percentage on the
profits. The personal interest thus given to hired servants is not
comparable in intensity to that of the owner of the capital ; but it is
sufficient to be a very material stimulns to zeal and carefulness, and,
when added to the advantage of superior intelligence, often raises
the quality d the service much above that which the generality
oi maet_xs are capable of rendering to themselves. The ulterior
extensions of which this principle of remuneration is susceptibl_
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being of great social as well as economical importance, will be more
particularly adverted to in a subsequent stage of the present inquiry.

As I have already remarked of large establishments generally,
when compared with small ones, whenever competition is free its
results will show whether individual or joint stock agency is best
adapted to the particular case, since that which is most efficient and
most economical will always in the end succeed in underselling the
other.

§ 3. The possibility of substituting the large system of produc-
tion for the small, depends, of course, in the first place, on the extent
of the market. The large system can only be advantageous when a
large amount of business is to be done : it implies, therefore, either
a populous and flourishing community, or a great opening for
exportation. Again, this as well as every other change in the system
of production is greatly favoured by a progressive condition of
capital. It is chiefly when the capital of a country is receiving a
great annual increase, that there is a large amount of capital seeking
for investment: and a new enterprise is much sooner and more
easily entered upon by new capital, than by withdrawing capital
from existing employments. The change is also much facilitated
by the existence of large capitals in few hands. It is true that the
same amount of capital can be raised by bringing together many small
sums. But this (besides that it is not equally well suited to all
branches of industry) supposes a much greater degree of commercial
confidence and enterprise diffused through the community, and
belongs altogether to a more advanced stage of industrial progress.

In the countries in which there are the largest markets, the
widest diffusion of commercial confidence and enterprise, the greatest
annual increase of capital, and the greatest number of large capitals
owned by individuals, there is a tendency to substitute more and
more, in one branch of industry after another, large establishments
for small ones. In England, the chief type of all these character-
istics, there is a perpetual growth not only of large manufacturing
establishments, but also, wherever a sufficient number of purchasers
are assembled, of shops and warehouses for conducting retail
business on a large scale. These are almost always able to undersell
the smaller tradesmen, partly, it is understood, by means of division
of labour, and the economy occasioned by limiting the employment
of skilled agency to cases where skill is required ; and partly, no
doubt, by the saving of labour arising from the great scale of the
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t_ansactions ; as it costs no more time, and not much more exertion

of mind, to make a large purchase, for example, than a sm_ll one,
and very much less than to make a number of small ones.

With a view merely to production, and to the greatest efficiency
of labour, this change is wholly beneficial. In some cases it is
attended with drawbacks, rather social than economical, the nature

of which has been already hinted at. But whatever disadvantages
may be supposed to attend on the change from a small to a large
system of production, they are not apphcable to the change from a
large to a still larger. When, in any employment, the r6gime of
independent small producers has either never been possible, or has
been superseded, and the system of many work-people under one
management has become fully established, from that time any
further enlargement in the scale of production is generally an
unqualified benefit. It is obvious, for example, how great an
economy of labour would be obtained if London were supplied by
a single gas or water company instead of the existing plurality.
While there are even as many as two, this imphes double estab-
lishments of all sorts, when one only, with a small increase, could
probably perform the whole operation equally well; double sets
of machinery and works, when the whole of the gas or water
required could generally be produced by one set only ; even double
sets of pipes, if the companies did not prevent this needless expense
by agreeing upon a division of the territory. Were there only one
establishment, it could make lower charges, consistently with obtain-
ing the rate of profit now reahzed. But would it do so _. Even if it
did not, the community in the aggregate would still be a gainer:
since the shareholders are a part of the community, and they would
obtain higher profits while the consumers paid only the same.
It is, however, an error to suppose that the prices are ever perman-
ently kept down by the competition of these companies. Where
competitors are so few, they always end by agreeing not to compete.
They may run a race of cheapness to ruin a new candidate, but as
soon as he has established his footing they come to terms with him.
When, therefore, a business of real pubhc imporf4mce can only be
carried on advantageously upon so large a scale as to render the
liberty of competition almost illusory, it is an unthrifty dispensation
of the public resources that several costly sets of arrangements
should be kept up for the purpose of rendering to the community
this one service. It is much better to treat it at once as a public
flmction; and if it be not such as the government itself could
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beneficially undertake, it should be made over entire to the company
or association which will perform it on the best terms for the public.
In the case of railways, for example, no one can desire to see the
enormous waste of capital and land (not to speak of increased nuis-
ance) involved in the construction of a second railway to connect the
same places already united by an existing one ; while the two would
not do the work better than it could be done by one, and after a
short time would probably be amalgamated. Only one such line
ought to be permitted, but the control over that line never ought to
be parted with by the State, unless on a temporary concession, as
in France ; and the vested right which Parliament has allowed to be
acquired by the existing companies, like all other proprietary rights
which are opposed to public utility, is morally valid only as a claim
to compensation.

§ 4. The question between the large and the small systems
of production as applied to agriculture---between large and small
farming, the grands and the pet/re cuZture--stands, in many respects,
on different grounds from the general question between great and
small industrial establishments. In its social aspect, and as an
element in the Distribution of Wealth, this question will occupy us
hereafter : but even as a question of production, the superiority
of the large system in agriculture is by no means so clearly estab-
lished as in manufactures.

I have already remarked, that the operations of agriculture
arelittlesusceptibleof benefitfrom the divisionof labour. There

isbut littleseparationof employments even on the largestfarm.
The same personsmay notingeneralattendtothelivestock,tothe

marketing,and tothecultivationofthesoil; but much beyond that
primary and simple classificationthe subdivisionisnot carried.

The combinationof labour of which agricultureissusceptible,

ischieflythat which Mr. Wakefieldterms Simple Co-operatlon;
severalpersonshelpingone anotherinthe same work,at the same
time and place. But I confessitseems tome thatthisablewriter

attributesmore importancetothatkindofco-operation,inreference

to agricultureproperlyso called,than itdeserves.None of the

common farmingoperationsrequiremuch ofit. Thereisnoparticu-

laradvantageinsettinga greatnumber ofpeopletowork togetherin

ploughingordiggingorsowingthe same field,oreven inmowing or

reaping it unless time presses. A single family can generally supply
• ]l the combination of labour n_essary for these purposes. And
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in the works in which an union of many efforts is really needed,
thereisseldom found any impracticabilityinobtainingitwhere
farms are small

The waste of productive power by subdivision of the land often
amounts to a great evil, but this applies chiefly to a subdivision
so minute, that the cultivators have not enough land to occupy
their time. Up to that point the same principles which recommend

large manufactories are applicable to agriculture. For the greatest
productive efficiency, it is generally desirable (though even this
proposition must be received with qualifications) that no family who
have any land, should have less than they could cultivate, or than
will fully employ their cattle and tools. These, however, are not
the dimensions of large farms, but of what are reckoned in England
very small ones. The large farmer has some advantage in the
article of buildings. It does not cost so much to house a great
number of cattle in one building, as to lodge them equally well in
several buildings. There is also some advantage in implements.
A small farmer is not so likely to possess expensive instruments.

But the principal agricultural implements, even when of the best
construction, are not expensive. It may not answer to a small
farmer to own a tl_eshing machine, for the small quantity of corn
he has to thresh ; but there is no reason why such a machine should

not in every neighbourhood be owned in common, or provided
by some person to whom the others pay a consideration for its use ;
especially as, when worked by steam, they are so constructed as to
be moveable.* 1 The large farmer can make some saving in cost of
carriage. There is nearly as much trouble in carrying a small
portion of produce to market, as a much greater produce ; in bringing
home a small, as a much larger quantity of manures, and articles of
daily consumption. There is also the greater cheapness of buying
things in large quantities. These various advantages must count
for something, but it does not seem that they ought to count for
very much. In England, for some generations, there has been
little experience of small farms; but in Ireland the experience
has been ample, not merely under the worst but under the best

* [18521 The observations in the text may hereafter require some degree
of modification from inventions such as the steam plough and the reaping
machine. The effect, however, of these improvements on the relative advan.
rages of I_rgeand small farms, will not depend on the efficiencyof the instru.
ments,butontheircostliness.Iseenoreasontoexpectthatthiswillbesuch
as to make them inaccessible to small farmers,or combinations of small farmers,

I [This reference to steam threshing machines was inserted in the 5th ed.
|1862) ; and "until lately" in the reference to Ireland, infra, p. 149.]
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management ; and the highest Irish authorities may be cited in
opposition to the opinion which on this subject commonly prevails
in England. Mr. Blacker, for example, one of the most experienced
agriculturists and successful improvers in the north of Ireland, whose
experience was chiefly in the best cultivated, which are also the most
minutely divided, parts of the country, was of opinion, that tenants
holding farms not exceeding from five to eight or ten acrea could live
comfortably and pay as high a rent as any large farmer whatever.
"I am firmly persuaded," (he says,*) "that the small farmer who
holds his own plough and digs his own ground, if he follows a proper
rotation of crops, and feeds his cattle in the house, can undersell
the large farmer, or in other words can pay a rent which the other
cannot afford ; and in this I am confirmed by the opinion of many
practical men who have well considered the subject... The
English farmer of 700 to 800 acres is a kind of man approaching to
what is known by the name of a gentleman farmer. He must have
his horse to ride, and his gig, and perhaps an overseer to attend to
his labourers ; he certainly cannot superintend himself the labour
going on in a farm of 800 acres." After a few other remarks, he
adds, "Besides all these drawbacks, which the small farmer knows

little about, there is the great expense of carting out the manure
from the homestead to such a great distance, and again carting
home the crop. A single horse will consume the produce of more
land than would feed a small farmer and his wife and two children.

And what is more than all, the large farmer says to his labourers, go
to your work ; but when the small farmer has occasion to hire then_
he says, come ; the intelligent reader will, I dare say, understand
the difference."

One of the objections most urged against small farms is, that
they do not and cannot maintain, proportionally to their extent,
so great a number of cattle as large farms, and that this occasionB
much a deficiency of manure, that a soil much subdivided must
always be impoverished. It will be found, however, that sub-
division only produces this effect when it throws the land into the
hands of cultivators so poor as not to possess the amount of live

stock suitable to the size of their farms. A small farm and a badly
stocked farm are not synonymous. To make the comparison fairly,
we must suppose the same amount of capita[ which is possessed
by the large farmers to be disseminated among the small ones.

* Prize Ee*sy on _T_ Ma_ of _ P_ /_ lre/a,_, by
Will/am Ble,vker (1837), p. 23.
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When this condition, or even any approach to it, exists, and when

stall feeding is practised (and stall feeding now begins to be con-

sidered good economy even on large farms), experience, far from

bearing out the assertion that small farming is unfavourable to the

multiplication of cattle, conclusively establishes the very reverse.

The abundance of cattle, and copious use of manure, on the small
farms of Flanders, are the most strilrlng features in that Flemish

agriculture which is the admiration of all competent judges, whether

in England or on the Continent.*

* - The number of beasts fed on a farm of which the whole is arable land,"
(says the elaborate and intelligent treatise on Flem_h Husbandry, from personal
observation and the best sources, published in the Library of the Society for the
Diffusion of Useful Knowledge,) " is surprising to those who are not acquainted
with the mode in which the food is prepared for the cattle. A beast for every
three acres of land is a common proportion, and in very small occupations,
where much spade husbandry is used, the proportion is still greater. After
comparing the accounts given in a variety of places and situations of the
average quantity of milk which a cow gives when fed in the stall, the result is,
that it greatly exceeds that of our best dairy farms, and the quantity of butter
made from a given quantity of milk is also greater. It appears astonishing
that the occupier of only ten or twelve acres of light arable land should be able
to maintain four or five cows, but the fact is notorious in theWaes country."
(pp. 59, 50.)

This subject is treated very intelligently in the work of M. Passy, Del
8yst_mes de Culture et de leur Influenr_ s_r FEconomie 8ociats, one of the
most impartial discussions, as between the two systems, which has yet appeared
in France.

" Without doubt it is England that, on an equal surface, feeds the greatest
number of animals ; Holland and some parts of Lombardy can alone vie with
her in this respect : but is this a consequence of the mode of cultivation, and
have not climate and local situation a share in producing it T Of this I think
there can be no doubt. In fact, whatever may have been said, wherever large
and small cultivation meet in the same place, the latter, though it cannot
support as many sheep, possesses, all things considered, the greatest quantity
of manure-producing animals.

"In Belgium, for example, the two provinces of smallest farms are Antwerp
and East Flanders, and they possess on an average for every 100 hectares
(250 acres) of cultivated .land, 74 horned cattle and 14 sheep. The two pro.
vinces where we find the large farms are Namur and Hainaut, and they average,
for every 100 hectares of cultivated ground, only 30 horned cattle and 45 sheep.
Reckoning, as is the custom, ten sheep as equal to one head of horned cattle_
we find in the first case, the equivalent of 76 beasts to maintain the fQcundity
of the soil ; in the latter ease less than 35, a difference which must be called
enormous. (See the statistical documents published by the Minister of the
Interior.) The abundance of animals, in the parts of Belgium which are most
mlbdivided, is nearly as great as in England. Calculating the number in Eng-
land in proportion only to the cultivated ground, there are for each 100 heetare_
65 horned cattle and nearly 260 sheep, together equal to 91 of the former,
being only an excess of 15. It should besides be remembered, that in Belgium
stall feeding being continued nearly the whole year, hardly any of the manure
is lest, while in England grazing in the open fields diminishes conslderabl_
the quantity which can be completely utilized.
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The disadvantage, when disadvantage there is, of small or rathe_

of peasant farming, as compared with capitalist farming, must

chiefly consist in inferiority of skill and knowledge; but it is not

true, as a general fact, that such inferiority exists. Countries

of small farms and peasant farming, Flanders and Italy, had a good

agriculture many generations before England, and theirs is still
[1848], as a whole, probably the best agriculture in the world. The

empirical skill, which is the effect of daily and close observation s

•' Again, in the Department of the Non], the arrondissements which have the
smallest farms support the greatest quantity of animals. While the arrondlsec-
ments of Lille and Hazebrouck, besides a greater number of horses, maintain
the equivalent of 52 and 46 head of horned cattle, those of Dunkirk and Avesnes,
where the farms are larger, produce the equivalent of only 44 and 40 head.
(See the statistics of France published by the Minister of Commeree.)

"A similar examination extended to other portions of France would yield
similar results. In the immediate neighbourhood of towns, no doubt, the small
farmers, having no dii_culty in purchasing manure, do not maintain animals :
but, as a general rule, the kind of cultivation which takes most out of the ground
must be that which is obliged to be most active in renewing its fertility. Assur-
edly the small farms cannot have numerous flocks of sheep, _nd this is an
inconvenience ; but they support more horned cattle than the large farms.
To do so is a necessity they cannot escape from, in any country where the
demands of consumers require their existence: ff they could not fulfil this
condition, they must perish.

" The following are particulars, the exactness of which is fully attested by
the excellence of the work from which I extract them, the statistics of the
commune of Vensat (department of Puy de D6me), lately published by Dr.
Jusseraud, mayor of the commune. They arc the more valuable, as they
throw full light on the nature d the changes which the extension of small
farming has, in that district, produced in the number and kind of animals
by whose manure the productiveness of the soil is kept up and increased. The
commune consists of 1612 hectares, divided into 4600 par_lles, owned by 591
proprietors, and of this extent 1466 hectares are under cultivation. In 1790,
seventeen farms occupied two-thirds of the whole, and twenty others the
remainder. Since then the land has been much divided, and the subdivision
is now extreme. What has been the effect on the quantity of cattle ! A
considerable increase. In 1790 there were only about 300 horned cattle, and
from 1800 to 2000 sheep ; there are now 676 of the former and only 533 of the
latter. Thus 1300 sheep bare been replaced by 376 oxen and cows, and (all
things taken into account) the quantity of manure has increased in the ratio
of 490 to 729, or more than 48 per cent, not to mention that the animals being
now stronger and better fed, yield a much grsater contribution than formerly
to the fertilization of the ground.

"Such is the testimony of facts on the point. It is not true, then, that
small farming feeds fewer animals than large ; on the contrary, local circum-
stances being the same, it feeds a greater number : and this is only what might
have been presumed ; for, requiring more from the soil, it is obliged to take
greater pains for keeping up its productiveness. All the other reproaches east
upon small farming, when collated one by one with facts justly appreciated,
will be seen to .be no better founded, and to have been made only beeause the
countries compared with one another were differently situated in respcet to the
general causes of agricultural prosperity." (pp. 116-120.)
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peasant farmers often peaseM in an eminent degree. The traditional
knowledge, for example, of the culture of the vine, possessed by the
peasantry of the countries where the best wines are produced, is
extraordinary. There is no doubt an absence of science, or at least
of theory ; and to some extent a deficiency of the spirit of improve-
ment, so far as relates to the introduction of new processes. .There
is also a want of means to make experiments, which can seldom be
made with advantage except by rich proprietors or capitalists.
As for those systematic improvements which operate on a large tract
of country at once (such as great works of draining or irrigation)
or which for any other reasons do really require large numbers of
workmen combining their labour, these are not in general to be
expected from small farmers, or even small proprietors, though
combination among them for such purposes is by no means unex-
ampled, and will become more common as their intelligence is more
developed.

Against these disadvantages is to be placed, where the tenure of
land is of the requisite kind, an ardour of industry absolutely
unexampled in any other condition of agriculture. This is a subject
on which the testimony of competent witnesses is unanimous.
The working of the petite culture cannot be fairly judged where the
small cultivator is merely a tenant, and not even a tenant on fixed
conditions, but (as until lately in Ireland) at a nominal rent greater
than can be paid, and therefore practically at a varying rent always
amounting to the utmost that can be paid. To understand the
subject, it must be studied where the cultivator is the proprietor,
or at least a m_tayet with a permanent tenure; where the labour
he exerts to increase the produce and value of the land avails wholly,
or at least partly, to his own benefit and that of his descendants. In
another division of our subject, we shall discuss at some length
the important subject of tenures of land, and I defer till then any
citation of evidence on the marvellous industry of peasant proprietors.
It may suffice here to appeal to the immense amount of gross pro-
duce which, even without a permanent tenure, English labourers
generally obtain from their little allotments ; a produce beyond
comparison greater than a large farmer extracts, or would find
it his interest to extract, from the same piece of land.

And thiRI take to be the true reason why large cultivation is
generally most advantageous as a mere investment for profit. Land
occupied by a large farmer is not, in one sense of the word, farmed
so highly. There is not nearly so much labour expended on it. Ttdm
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is not on account of any economy arising from combination o!
labour, but because,by employing less, a greater return is obtained in

proportion to the outlay. It does not answer to any one to pay
others for exerting all the labour which the peasant, or even the
allotment-holddr, gladly undergoes when the fruits are to be wholly
reaped by himself. This labour, however, is not unproductive : it
all adds to the gross produce. With anything like equality of skill
and knowledge, the large farmer does not obtain nearly so much
from the soil as the small proprietor, or the small farmer with

adequate motives to exertion: but though his returns are less,
the labour is less in a still greater degree, and as whatever labour

employs must be paid for, it does not suit his purpose to employ
_ore,

But although the gross produce of the land is greatest,
par_us, under small cultivation, and although, therefore, a country
is able on that system to support a larger aggregate population, it ia
generally assumed by English writers that what is termed the net

produce, that is, the surplus after feeding the cultivators, must be
smaller; that therefore, the population disposable for all other
purposes, for manufactures, for commerce and navigation, for national

defence, for the promotion of knowledge, for the liberal professions,
for the various functions of government, for the arts and literature,
all of which are dependent on this surplus for their existence sm
occupations, must be less numerous ; and that the nation, therefore

(waiving all question as to the condition of the actual cultivators),
must be inferior in the principal elements of national power, and
in many of those of general well being. This, however, has been

taken for granted much too readily. Undoubtedly the non-agricub
rural population will bear a less ratio to the agricultural, under
small than under large cultivation. But that it will be less numerons

absolutely, is by no means a consequence. If the total population,
agricultural and non-agricultural, is greater, the non-agricultural
portion may be more numerous in itself, and may yet be a smaller

proportion of the whole. If the gross produce is larger, the net pro-
duce may be larger, and yet bear a smaller ratio to the gross produce.
Yet even Mr. Wakefield sometimes appears to confound these distinct
ideas. In France it is computed [1848] that two-thirds of the whole
population are agricultural. In England, at most, one-third. Hence

Mr. Wakefield infers, that "as in France only three people are
supported by the labour of two cultivators, while in England the
labour of two cultivators supporfa six people, English agriculture im
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twice as productive as French agriculture," owing to the superior
efficiency of large farming through combination of labour. But

in the first place, the facts themselves are overstated. The labour
of two persons in England does not quite support six people, for
there is not a little [1848] food imported from foreign countries,
and from Ireland. In France, too, the labour of two cultivators

does much more than supply the food of three persons. It providen
the three persons, and occasionally foreigners, with flax, hemp, and to
a certain extent with silk, oils, tobacco, and latterly sugar, which in
England are wholly obtained from abroad; nearly all the timber
used in France is of home growth, nearly all which is used in England
is imported; the principal fuel of France is [1848] procured and
brought to market by persons reckoned among agriculturists, in
England by persons not so reckoned. I do not take into calculation
hides and wool, these products being common to both countries,
nor wine or brandy produced for home consumption, since England
has a corresponding production of beer and spirits; but England
has [1848] no material export of either article, and a great importa-
tion of the last, while France supplies wines and spirits to the whole
world. I say nothing of fruit, eggs, and such minor articles of
agricultural produce, in which the export trade of France is [1865]
enormous. But not to lay undue stress on these abatements, we
will take the statement as it stands. Suppose that two persons, in
England, do bona fide produce the food of six, while in France, for
the same purpose, the labour of four is requisite. Does it follow
that England must have a larger surplus for the support of a non-
agricultural population ? No; but merely that she can devote
two-thirds of her whole produce to the purpose, instead of one-third.
Suppose the produce to be twice as great, and the one-third will
amount to as much as two-thirds. The fact might be, that owing
to the greater quantity of labour employed on the French system,
the same land would produce food for twelve persons which on the
English system would only produce it for six : and if this were so,
which would be quite consistent with the conditions of the hypothesis,
then although the food for twelve was produced by the labour of
eight, while the six were fed by the labour of only two, there would
be the same number of hands disposable for other employment in

the one country as in the other. I am not contending that the
[act is so. I know that the gross produce per acre in France as a
whole (though not in its most improved districta) averages much lees
than in England, and that, in l_oportion to the extent and fertility
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of the two countries, England has, in the sense we are now speaking
of, much the largest disposable population. But the dispropertion
certainly is not to be measured by Mr. Wakefield's simple criterion_
As well might it be said that agricultural labour in the United States,
where, by a late census (1840), four f_milies in every five appeared to
be engaged in agriculture, must be still more inefficient than in
France.

The inferiority of French cultivation (which, taking the country
as a whole, must be allowed to be real, though much exaggerated)
is probably more owing to the lower general average of industrial
skill and energy in that country, than to any special cause; and
even if partly the effect of minute subdivision, it does not prove
that small farming is disadvantageous, but only (what is undoubtedly
the fact) that farms in France are very frequently too small, and,
what is worse, broken up into an almost incredible number of
patches or parr_, most inconveniently dispersed and parted from
one another.

As a question, not of gross, but of net produce, the comparative
merits of the grad and the _ culture, especially when the small
farmer is also the proprietor, cannot be looked upon as decided.
It is a question on which good judges at present differ. The current
of English opinion is [1848] in favour of large farms : on the Con-
tinent, the weight of authority seems to be on the other side.
Professor Rau, of Heidelberg, the author of one of the most
comprehensive and elaborate of extant treatises on political economy,
and who has that large acquaintance with facts and authorities on
his own subject, which generally characterises his countrymen,
lays it down as a settled truth, that small or moderate-sized farms
J'ield not only a larger gross but a larger net produce : though, he
adds, it is desirable there should be some great proprietors, to lead
the way in new improvements.* The most apparently impartial
and discriminating judgment that I have met with is that of M.
Passy, who (always speaking with reference to net produce) gives
his verdict in favour of large farms for grain and forage ; but, for
the kinds of culture which require much labour and attention,

places the advantage wholly on the side of small cultivation ;
including in this description, not only the vine and the olive,
where a considerable amount of care and labour must be bestowed

on each individual plant, but also roots, leguminous plants, and

* See pp. 352 and 353 of a Frenoh tramlation published at Brussels in
1839, by _L Fred. de Kemmeter, of Ghent.
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those which furnish the materials of manufactures. The small size

and consequent multiplication, of farms, according to all authorities,
are extremely favourable to the abundance of many minor products
of agriculture.*

It is evident that every labourer who extracts from the land
more than his own food, and that of any family he may have,
increases the means of supporting a non-agrlcultural population.
Even if his surplus is no more than enough to buy clothes, the
labourers who make the clothes are a non-agricultural population,
enabled to exist by food which he produces. Every agricultural
family, therefore, which produces its own necessaries, adds to the
net produce of agriculture ; and so does every person born on the
land, who by employing himself on it, adds more to its gross pro-
duce than the mere food which he eats. It is questionable whether,
even in the most subdivided districts of Europe which are cultivated
by the proprietors, the multiplication of hands on the soil has ape
proacbed, or tends to approach, within a great distance of this limit.
In France, though the subdivision is confessedly too great, there is
proof positive that it is far from having reached the point at which
it would begin to diminish the power of supporting a non-agricultural
population. This is demonstrated by the great increase of the
towns ; which have of late [1848] increased in a much greater ratio
than the population generally, t showing (unless the condition of the
town labourers is becoming rapidly deteriorated, which there is no
reason to believe) that even by the unfair and inapplicable test of
proportions, the productiveness of agriculture must be on the increase.
This, too, concurrently with the amplest evidence that in the more

improved districts of France, and in some which, until lately, were
among the unimproved, there is a considerably increased consumption
of country produce by the country population itself.

1Impressed with the conviction that, of all faults which can
be committed by a scientific writer on political and social subjects,
exaggeration, and assertion beyond the evidence, most require to be
guarded against, I limited myself in the early editions of this work

* " In the department of the Nord," says M. Paasy, "'a farm of 20 hectares
(50 aeres) produces in calves, dairy produce,poultry, and eggs, avalue of some-
times 1000 francs (£40) a year: which, deducting expenses, is an addition to the
net produce of 15 to 20 francs per hectare." Des 8Vst&ne_de Culture, p. 114.

t [ 1857] During theinterval between the oensusof 1851and that of 1856, the
inereaee of the population of Paris alone exoeeded the aggregate increase of all
France : while nearly all the other large towns likewise showed an increa_

t [Thi* and the following paragraph were added in the 5th ed. (1862_.]
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to the foregoing very moderate statements. I little knew how much
stronger my language might have been without exceeding the truth,
and how much the actual progress of French agriculture surpassed
anything which I had at that time sufficient grounds to affirm.
The investigations of that eminent authority on agricultural statistics,
M. L_once de Lavergue, undertaken by desire of the Academy st
Moral and Political Sciences of the Institute of France, have led to

the conclusion that since the Revolution of 1789, the total produce
of l_'rench agriculture has doubled ; profits and wages having both
increased in about the same, and rent in a still greater ratio. M.

de Lavergue, whose impartiality is one of his greatest merits, is,
moreover, so far in this instance from the suspicion of having a case
to make out, that he is labouring to show, not how much French
agriculture has accomplished, but how much still remains for it to
do. " We have required" (he says) "no less than seventy years to
bring into cultivation two million hectares" (five million English
acres) " of waste land, to suppress half our fallows, double our
agricultural products, increase our population by 30 per cent, our
wages by 100 per cent, our rent by 150 per cent. At this rate we
shall require three quarters of a century more to arrive at the
point which England has already attained."_*

After this evidence, we have surely now heard the last of the
incompatibility of small properties and small farms with agricultural
improvement. The only question which remains open is one of
degree; the comparative rapidity of agricultural improvement
under the two systems; and it is the general opinion of those
who are equally well acquainted with both, that improvement
is greatest under a due admixture between them.

In the present chapter, I do not enter on the question between
great and small cultivation in any other respect than as a question
of production, and of the efficiency of labour. We shall return to
it hereafter as affecting the distribution of the produce, and the
physical and social well-being of the cultivators themselves ; in
which aspects it deserves, and requires, a still more particular
examination. 1

* Economic Rurale dela l_ran_edepuis 1789. Par M. L&meede Lavergne,
Membre de l'Institut e_ de Is Soei6t6 Centrale d'Agriculture de Frsno_ _m
b_ p. 59.

[See Appendix H. Large and 8mall Farmin¢.]



CHAPTER X

OF THE LAW OF TI:I_ INCREASE OF LABOUB

§ 1. WE have now successively considered each of the agents
or conditions of production, and of the means by which the efficacy
of these various agents :.a promoted. In order to come to an end
of the questions which relate exclusively to production, one more,
of primary importance, remains.

Production is not a fixed, but an increasing thing. When
not kept back by bad institutions, or a low state of the arts ot
life, the produce of industry has usually tended to increase ; stimu-
lated not only by the desire of the producers to augment their
means of consumption, but by the increasing number of the con-
sumers. Nothing in political economy can be of more importance
than to ascertain the law of this increase of production ; the con-

ditions to which it is subject : whether it has practically any limits,
and what these are. There is also no subject in political economy
which is popularly less understood, or on which the errors committed
are of a character to produce, and do produce, greater mischief.

We have seen that the essential requisites of production are
thrcc labour, capital, and natural agents; the term capital
including all external and physical requisites which are products
of labour, the term natural agents all those which are not. But
among natural agents we need not take into account those which,
existing in unlimited quantity, being incapable of appropriation,
and never altering in their qualities, are always ready to lend an
equal degree of assistance to production, whatever may be its
extent ; as air, and the light of the sun. Being now about to con-
sider the impediments to production, not the facilities for it, we
need advert to no other natural agents than those which are liable
to be deficient either in quantity or in productive power. These
may be all represented by the term land. Land, in the narmwest
acceptation, as the source of agricultural produce_ is the chiet



of them; and if we extend the term to mine_ and fisheriesmto

what is found in the earth itself, or in the waters which partly
cover it, as well as to what is grown or fed on its surface_ it
embraces everything with which we need at present concern
ourselves.

We may say, then, without a greater stretch of language than
under the necessary explanation is permissible, that the requisites
of production are Labour, Capital, and Land. The increase of
production, therefore, depends on the properties of these elements.
It is a result of the increase either of the elements themselves, or of
their productiveness. The law of the increase of production must
be a consequence of the laws of these elements; the limits to the

increase of production must be the limits, whatever they are,
set by those laws. We proceed to consider the three elements
successively, with reference to this effect; or in other words, the

law of the increase of production, viewed in respect of its dependence,
first on Labour, secondly on Capital, and lastly on Land.

§ 2. The increase of labour is the increase of man]rlnd; of

population. On this subject the discussions excited by the Essay
_f Mr. Malthus have made the truth, though by no means universally
admitted, yet so fully known, that a briefer examination of the

question than would otherwise have been necessary will probably
on the present occasion suffice.

The power of multiplication inherent in all organic life may
be regarded as infinite. There is no one species of vegetable or
animal, which, if the earth were entirely abandoned to it, and
to the things on which it feeds, would not in a small number of
years overspread every region of the globe, of which the climate
was compatible _ith its existence. The degree of possible rapidity is
different in different orders of beings; but in all it is sufficient,
for the earth to be very speedily filled up. There are many species
of vegetables of which a single plant will produce in one year the
germs of a thousand ; if only two come to maturity, in fourteen
years the two will have multiplied to sixteen thousand and more.
It is but a moderate case of fecundity in animals to be capable of
quadrupling their numbers in a single year ; if they only do as much
in half a century, ten thousand will have swelled within two centuries
to upwards of two millions and a half. The capacity of incrasse
is necessarily in a geometrical progression: the numerical ratio
alone is different.
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To this property of organized beings, the human species forms
no exception. Its power of increase is indefinite, and the actual
multiplication would be extraordinarily rapid, if the power were
exercised to the utmost. It never is exercised to the utmost, and
yet, in the most favourable circumstances known to exist, which
are those of a fertile region colonized from an industrious and

civilized community, population has continued, for several genera-
tions, independently of fresh immigration, to double itself in not
much more than twenty years.* That the capacity of multiplication
in the human species exceeds even this, is evident if we consider how
great is the ordinary number of children to a family, where the
climate is good and early marriages usual ; and how small a pro-
portion of them die before the age of maturity, in the present state
of hygienic knowledge, where the locality is healthy, and the family
adequately provided with the means of living. It is a very low
estimate of the capacity of increase, if we only assume, that in a
good sanitary condition of the people, each generation may be
double the number of the generation which preceded it.

Twenty or thirty years ago, these propositions might still have
required considerable enforcement and illustration ; but the evidence
of them is so ample and incontestable, that they have made their

way against all kinds of opposition, and may now be regarded as
axiomatic : though the extreme reluctance felt to admitting them
every now and then gives birth to some ephemeral theory, speedily
forgotten, of a different law of increase in different circumstances,
through a providential adaptation of the fecundity of the human
species to the exigencies of society.t The obstacle to a iust under-

s [1865] This has been disputed; but the highest estimate I have seen of
the term which population requires for doubling itself in the United State_
independently of immigrants and of their progeny--that of Mr.Carey--doea
not exoeed thirty years.

J"[1852] One of tbeso theories, that of Mr. Doubleday, may be thought to
require a passing notice, because it ha8 of late obtained some followers, and
because it derives a semblance of support from the general analogies of organic
life. This theory maintains that the fecundity of the human animal, and of
al] other flying beings, is in inverse proportion to the quantity of nutriment :
that an underfed population multiplies rapidly, but that all e]asses in comfort.
able clrcumstanc_ are, by s physiological law, so unproliflc, as seldom to keep
up their numbers without being recruited from a poorer class. There is no
doubt that s positive excess of nutriment, in anlmals as well as in fruit trees,
is unfavourable to reproduction ; and it is quite possible, though by no means
proved, that the physiological conditions of fecundity may exist in the greatest
degree when the supply of food is somewhat stinted. But any one who might
be inclined to draw from this, even ff admitted, eonclusions at variance with
the principles of Mr. Malthus, needs only be invited to look through a volume
of the Peerage, and observe the enormous families, almost universal in timt
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standing of the subject does not arise from these theories, but from

too confused a notion of the causes which, at most times and places,

keep the actual increase of mankind so far behind the capacity.

§ 3. Those causes, nevertheless, are in no way mysterious.

What prevents the population of hares and rabbits from over-

stocking the earth ? Not want of fecundity, but causes very

different : many enemies, and insufficient subsistence ; not enough
to eat, and liability to be eaten, In the human race, which is not

generally subiect to the latter inconvenience, the equivalents for

it are war and disease. If the multiplication of mankind proceeded

only like that of the other animals, from a blind instinct,
it would be limited in the same manner with theirs; the births

would be as numerous as the physical constitution of the species

admitted of, and the population would be kept down by deaths.*

But the conduct of human creatures is more or less influenced by

foresight of consequences, and by impulses superior to mere animal

instincts: and they do not, therefore, propagate llke swine, but

class ; or call to mind the large families of the English clergy, and generally of
the middle classes of England.

[1865] It is, besides, well remarked by Mr. Carey, that, to be consistent
with Mr. Doubleday's theory, the increase of the population of the United
States, apart from immigration, ought to be one of the slowest on record.

[1865] Mr. Carey has a theory of his own, aiso grounded on a physiological
truth, that the total sum of nutriment received by an organized body directs
itself in largest proportion to the parts of the system which are moat used ;
from which he anticipates a diminution in the fecundity of human beings, not
through more abundant feeding, but through the greater use of their brains
incident to an advanced civilization. There is considerable plausibility in this
speculation, and experience may hereafter confirm it. But the change in the
human constitution which it supposes, if ever realized, will conduce to the
expected effect rather by rendering physical seif-restraint easier, than by dis-
pensing with its necessity ; since the moat rapid known rate of multiplication
is quite compatible with a very sparing employment of the multiplying power.

* [1865] Mr. Carey expatiates on the absurdity of supposing tlmt matter
tends to assume the highest form of organization, the human, at a more rapid
rate than it assumes the lower forms, which compose human food ; that human
beings multiply faster than turnips and cabbages. But the limit to the increase
of mankind, according to the doctrine of Mr. Malthus, does not depend on the

er of increase of turnips and cabbages, but on the limited quantity of the
on which they can be grown. So long as the quantity of land is practically

anl/mited, which it is in the United States, and food, eonasquently, can be
increased at the highest rate which is natural to it, mankind also may, without
augmented difficulty in obtaining subsistence, increase at their highest rate.
When Mr. Carey can show, not that turnips and cabbages, but that the soil
itself, or the nutritive elements oont6ined in it, tend naturally to multiply, and
that too at a rate exceeding the most rapid possibleincrease of m_n_ind, he
will have said something to the purpose. Till then, this part at le_ ct his
ta'gument may be considered as non.exigent.
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are capable, though in very unequal degrees, of being withheld by
prudence, or by the social affections, from giving existence to beings
born only to misery and premature death. In proportion as man-
kind rise above the condition of the beasts, population is restrained
by the fear of want rather than by want itselL Even where there
is no question of starvation, many are s_m_larly acted upon by the
apprehension of losing what have come to be regarded as the
decencies of their situation in life. Hitherto no other motives than

these two have been found strong enough, in the generality of
mankind, to counteract the tendency to increase. It has been the
practice of a great majority of the middle and the poorer classes,
whenever free from external control, to marry as early, and in
most countries to have as many children, as was consistent with
maintaining themselves in the condition of life which they were
born to, or were accustomed to consider as theirs. Among the

middle classes, in many individual instances, there is an additional
restraint exercised from the desire of doing more than maintaining
their circumstances--of improving them; but such a desire is

rarely found, or rarely has that ettect, in the labouring classes. If
they can bring up a family as they were themselves brought up,
even the prudent among them are usually satisfied. Too often
they do not think even of that, but rely on fortune, or on the
resources to be found in legal or voluntary charity.

In a very backward state of society, like that of Europe in the
Middle Ages, and many parts of Asia at present [1848], population
is kept down by actual starvation. The starvation does not take
place in ordinary years, but in seasons of scarcity, which in those
states of society are much more frequent and more extreme than
Europe is now accustomed to. In these seasons actual want, or the
maladies consequent on it, carry off numbers of the population,
which in a succession of favourable years again expands, to be again

cruelly decimated. In a more improved state, few, even among
the poorest of the people, are limited to actual necessaries, and to a
bare sufficiency of those : and the increase is kept within bounds,
not by excess of deaths, but by limitation of births. The limitation
is brought about in various ways. In some countries, it is the
result of prudent or conscientious self-restraint. There is a con-
dition to which the labouring people are habituated ; they perceive
that by having too numerous families, they must sink below that
condition, or fail to transmit it to their children; and this they
do not choose to submit to. The countries in which, so far as is
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known, a great degree of voluntary prudence has been longest
practised on this subject, are [1848] Norway and parts of Switzerland.
Concerning both, there happens to be unusually authentic informa-
tion ; many facts were carefully brought together by Mr. Malthus,
and much additional evidence has been obtained since his time.

In both these countries the increase of population is very slow ;
and what checks it, is not multitude of deaths, but fewness of births.

Both the births and the deaths are remarkably few in proportion
to the population; the average duration of life is the longest in
Europe; the population contains fewer children, and a greater
proportional number of persons in the vigour of life, than is known
to be the case in any other part of the world. The paucity of births
tends directly to prolong life, by keeping the people in comfortable
circumstances; and the same prudence is doubtless exercised in
avoiding causes of disease, as in keeping clear of the principal cause
of poverty. It is worthy of remark that the two countries thus

honourably distinguished are countries of small landed proprietors.
There are other cases in which the prudence and forethought,

which perhaps might not be exercised by the people themselves,
are exercised by the state for their benefit; marriage not being
permitted until the contracting parties can show that they have
the prospect of a comfortable support. Under these laws, of which
I shall speak more fully hereafter, the condition of the people is
reported to be good, and the illegitimate births not so numerous
as might be expected. There are places, again, in which the re-
straining cause seems to be not so much individual prudence, as
some general and perhaps even accidental habit of the country,
In the rural districts of England, during the last century, the growth
of population was very effectually repressed by the difficulty of
obtaining a cottage to live in. It was the custom for unmarried
labourers to lodge and board with theiz employers; it was the
custom for married labourers to have a cottage: and the rule of
the English poor laws by which a parish was charged with the
support of its unemployed poor, rendered landowners averse to
promote marriage. About the end of the century, the great demand
for men in war and manufactures made it be thought a patriotic
thing to encourage population: and about the same time the
growing inclination of farmers to live like rich people, favoured
as it was by a long period of l_'gh prices, made them desirous of
keeping inferiors at a greater distance, and, pecuniary motives arising
fzom abuses of the poor laws being superadded, they gradually
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drove their labourers in_ cottages, which the landlords now no longer
refused permission to build. In some countries an old standing
custom that a girl should not marry until she had spun and woven
for herself an ample trousseau (destined for the supply of her whole
subsequent life), is said to have acted as a substantial check to
population. In England, at present [1848], the influence of pru-
dence in keeping down multiplication is seen by the diminished
number of marriages in the manufacturing districts in years when
trade is bad.

But whatever be the causes by which population is anywhere
limited to a comparatively slow rate of increase, an acceleration
of the rate very speedily follows any diminution of the motives to
restraint. 1 It is but rarely that improvements in the condition ot
the labouring classes do anything more than give a temporary
margin, speedily filled up by an increase of their numbers. The use
they commonly choose to make of any advantageous change in their
circumstances, is to take it out in the form which, by augmenting
the population, deprives the succeeding generation of the benefit.
Unless, either by their general improvement in intellectual and
moral culture, or at least by raising their habitual standard of
comfortable living, they can be taught to make a better use ot
favourable circumstances, nothing permanent can be done for them ;
the most promising schemes end only in having a more numerous,
but/_ot a happier people. By their habitual standard, I mean that
(when any such there is) clown to which they will multiply, but not
lower. Every advance they make in education, civilization, and
social improvement, tends to raise this standard ; and there is no
doubt that it is gradually, though slowly, rising in the more advanced
countries of Western Europe. Subsistence and employment in
England have never increased more rapidly than in the last forty
years [1862], but every census since 1821 showed a smaller propor-
tional increase of population than that of the period preceding;
and the produce of French agriculture and industry is increasing
in a progressive ratio, while the population exhibits, in every
quinquennial census, a smaller proportion of births to the population.

The subject,, however, of population, in its connexion with the
condition of the labouring classes, will be considered in another
place : in the present we have to do with it solely as one of the

i [So from the 3rde& (1852). The original second clause of the sentence
ran : "There is always an immense residuary power behind, readyto start into
_tivity as soon as the pressurewhich re6trainedit is taken Qff."l

G
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elements of Production : and in that character weoould not dispense
with pointing out the unlimited extent o_ its natural powers of
incre_m, and the causes owing to which so small a portion of that
unlimited power is for the most part actually exercised. After this
brief indication, we shall proceed to the other elements. 1

[8oezpl_lix l_ Pov,a_io,,.]



CHAPTER

O1 THE LAW OF THE INCREASE OF CAP1T£L

L THE requisites of production being labour, capital, and
land, it has been seen from the preceding chapter that the impedi.
ments to the increase of production do not arise from the first of
these dements. On the side of labour there is no obstacle to an

increase of production, indefinite in extent and of unslackening
rapidity. Population has the power of increasing in an uniform and
rapid geometrical ratio. If the only essential condition of produc-
tion were labour, the produce might, and naturally would, increase in
the same ratio ; and there would be no limit, until the numbers of
manldnd were brought to a stand from actual want of space.

But production has other requisites, and of these, the one which
we shall next consider is Capital. There cannot be more people in
any country, or in the world, than can be supported from the produce
of past labour until that of present labour comes in. There will be
no greater number of productive labourers in any country, or in the
world, than can be supported from that portion of the produce of
past labour which is spared from the enjoyments of its possessor for
purposes of reproduction, and is termed Capital. We have next,
therefore, to inquire into the conditions of the increase of capital :
the causes by which the rapidity of its increase is determined, and
the necessary ]imitations of that increase.

Since all capital is the product of saving, that is, of abstinence
from present consumption for the sake of a future good, the increase
of capital must depend upon two things--the amount of the fund
from which saving can be made, and the strength of the dispositions
which prompt to it.

The fund from which saving can be made, is the surplus of the
produce of labour, after supplying the necessaries of life to all
concerned in the production,, including those employed in replacing
the materials, and keeping the fixed capital in repair. More than
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this surplus cannot be saved under any circumstances. As much
as this, though it never is saved, always might be. This surplus is
the fund from which the enjoyments, as distinguished from the
necessaries, of the producers are provided ; it is the fund from which
all are subsisted, who are not themselves engaged in production;
and from which all additions are made to capital It is the real net
produce of the country. The phrase, net produce, is often taken in
a more limited sense, to denote only the profits of the capitalist and
the rent of the landlord, under the idea that nothing can be included
in the net produce of capital, but what is returned to the owner of
the capital after replacing his expenses. But this is too narrow an
acceptation of the term. The capital of the employer forms the
revenue of the labourers, and if this exceeds the necessaries of life,

it gives them a surplus which they may either expend in enjoyments,
or save. For every purpose for which there can be occasion to
speak of the net produce of industry, this surplus ought to be in-
cluded in it. When this is included, and not otherwise, the net

produce of the country is the measure of its effective power; of
what it can spare for any purposes of public utility, or private
indulgence; the portion of its produce of which it can dispose at
pleasure ; which can be drawn upon to attain any ends, or gratify
any wishes, either of the government or of individuals ; which it can
either spend for its satisfaction, or save for future advantage.

The amount of this fund, this net produce, this excess of produc-
tion above the physical necessaries of the producers, is one of the
elements that determine the amount of saving. The greater the
produce of labour after supporting the labourers, the more there is
which can be saved. The same thing also partly contributes to
determine how much w/_/be saved. A part of the motive to saving
consists in the prospect of deriving an income from savings; in
the fact that capital, employed in production, is capable of not only
reproducing itself but yielding an increase. The greater the profit
that can be made from capital, the stronger is the motive to its
accumulation. That indeed which forms the inducement to save,

is not the whole of the fund which supplies the means of saving,
not the whole net produce of the land, capital, and labour of the coun-
try, but only a part of it, the part which forms the remuneration
of the capitalist, and is called profit of stock. It will however be
readily enough understood, even previously to the explanations
which will be given hereafter, that when the general productivenesa
at labour and capi_l is great, the returns to the capitalist are likely
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to be large, and that some proportion, though not an aaiform one,
will commonly obtain between the two.

§ 2. But the d_position to save does not wholly depend on
the external inducement to it ; on the amount of profit to be made
from savings. With the same pecuniary inducement, the inclina-
tion is very different, in different persons, and in different eommll-
nities. The effective desire of accumulation is of unequal strength,
not only according to the varieties of individual character, but to the
general state of society and civilization. Like all other moral
attributes, it is one in which the human race exhibits great differ-
ences, conformably to the diversity of its circumstances and the
stage of its progre_.

On topics which if they were to be fully investigated would exceed
the bounds that can be allotted to them in this treatise, it is satis-
factory to be able to refer to other works in which the necessary
developments have been presented more at length. On the subject
of Population this valuable service has been rendered by the cele-
brated Essay of Mr. Malthus ; and on the point which now occupies
us I can refer _ith equal confidence to another, though a less known
work, New Pr/nc/p/es of Po//t/ca/ Economy, by Dr. Rae.* In no
other book known to me is so much light thrown, both from
principle and history, on the causes which determine the accumula-
tion of capital.

All accumulation involves the sacrifice of a present, for the sake
of a future good. But the expediency of such a sacrifice varies

* This treatise is an example, such as not unfrequcntly presents itself,
how much more depends on accident, than on the qualities of a book, in doter.
mining its reception. Had it appeared at a suitable time, and been favoured
by circumstances, it would have had every requisite for great success. The
author, a Scotchman settled in the United States, unites much knowledge,an
_riginal vein of thought, a considerableturn for philosophicgeneralities, and a
mantlet of exposition and illustration calculated to make ideas tell not only
for what they are worth, but for more than they are worth, and which some,
times, I think, has that effect in the writer's own mind. The principal fault of
the book is the position of antagonism in which, with the controversial spirit
apt to be found in those who have new thoughts on old subjects, he has placed
himself towards Adam Smith. I call this a fault, (though I think many of the
criticisms just, and some of them far-seeing.) because there is much less real
difference of opinion than might be supposed from Dr. Rae's animadversien_ ;
and ,because what he has,,,found,vulnerable, in his' great predecessor is chieflythe human too m_ m his prem_es ; the portion of them that is over and
above what was either requiredor is actually used for the establishment of his
eonclusion_ [A re-arrangedreprint of John Rae's New Prineipl_ of Politica_
_¢onomy (1834) has been edited by Professor Mixter, and published (1905)
raidertho title _ht 8ociological_heory of Ua_i_.]
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very much t_ different states of circnm_tances ; and the w_lllnguem
to make it varies still more.

In weighing the future against the present, the uncertainty
of all things future is a leading element ; and that uncertainty is of
very different degrees. " All circumRtances " therefc_e, "increasing
the probability of the provision we make for futurity being enjoyed by
ourselves or others, tend "justly and reasonably" to give strength
to the effective desire of accumulation. Thus a healthy climate or
occupation, by increasing the probability of life, has a tendency to
add to this desire. When engaged in safe occupations, and living in
healthy countries, men are much more apt to be frugal, than in
unhealthy or hazardous occupations, and in climates pernicious to
human life. Sailors and soldiers are prodigals. In the West Indies,
New Orleans, the East Indies, the expenditure of the inhabitants is
profuse. The same people, coming to reside in the healthy parts of
Europe, and not getting into the vortex of extravagant fashion,
live economically. War and pestilence have always waste and
luxury among the other evils that follow in their train. For similar
reasons, whatever gives security to the affairs of the community

is favourable to the strength of this principle. In this respect the
general prevalence of law and order, and the prospect of the con-
tinuance of peace and tranquillity, have considerable influence."*
The more perfect the security, the greater will be the effective
strength of the desire of accumulation. Where property is less safe,
or the vicissitudes ruinous to "fortunes are more frequent and severe,
fewer persons will save at all, and of those who do, many will require
the inducement of a higher rate of profit on capital, to make them
prefer a doubtful future to the temptation of present enjoyment.

These are considerations which affect the expediency, in the eye
of reason, of consulting future interests at the expense of present.
But the inclination to make the sacrifice does not solely depend upon
its expediency. The disposition to save is often far short of what
reason would dictate : and at other times is liable to be in excess
of it.

Deficient st_mgth of the desire of accumulation may arise from
improvidence, or from want of interest in others. Improvidence
may be connected with intellectual as well as moral causes. Indivi-
duals and communities of a very low state of intelligence are always
improvident. A certain measure of intellectual development

necemary to enable absent things, and especially things futu_
* _ 12S[_L Mixter, p _7_
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to act with any force on the imagination and will The effect of
want of interest in others in diminishing accumulation wih be ad-

mitted, if we consider how much saving at present takes place,
which has for its object the interest dothers rather than of ourselves ;
the education of children, their advancement in life, the future

interests of other personal connexions, the power of promoting,
by the bestowal of money ot time, objects of public or private
usefulness. If mankind were generally in the state of mind to which

some approach was seen in the declining period of the Roman Empire
--caring nothing for their heirs, as well as nothing for friends, the
public, or any object which survived them--they would seldom
deny themselves any indulgence for the sake of saving, beyond what
was necessary for their own future years ; which they would place
in life annuities, or in some other form which would mai_e its
ex_tence and their lives terminate together.

§ 3. From these various causes, intellectual and moral, there is,

in different portions of the human race, a greater diversity than is
usually adverted to, in the strength of the effective desire of accumu-
lation. A backward state of general civilization is often more the
effect of deficiency in this particular, than in many others which
attract more attention. In the circumstances, for example, of a
hunting tribe, " man may be said to be necessarily improvident,
and regardless of futurity, because, in this state, the future presents
nothing which can be with certainty either foreseen or governed....
Besides a want of the motives exciting to provide for the needs
of futurity through mea_ of the abilities of the present, there is a
want of the habits of perception and action, leading to a constant
connexion in the _nd of those distant points, and d the series
oi events serving to unite them. ]_ven, therefore, if motives be
awakened capable of producing the exertion necessary to effect this
connexion, there remains the task of training the mind to think and
act so as to establish it."

For instance : "Upon the banks of the St. Lawrence there are

several little Indian villages. They are surrounded in general by a
good deal of land, from which the wood seems to have been long
extirpated, anti.have, besides, attached to them, extensive tracts
of forest. The cleared land is rarely, I may almost say never,
cultivated, nor are any inroads made in the forest for reich a purpose.
The soil is, nevertheless, fertile, and were it not, manure lies in heatm
by their houses. Were every f_mily to enclose half an acre of ground,
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till it, and plant it in potatoes and maize, it would yield a s Jfllciency
to support them one half the year. They suffer, too, e_ery now and
then, extreme want, insomuch that, joined to occasional intem-

perance, it is rapidly reducing their numbers. This, to us, so strange
apathy proceeds not, in any great degree, from repugnance to labour ;
on the contrary, they apply very diligently to it when its reward
is immediate. Thus, besides their l_culiar occupations of hunting
and fishing, in which they are ever ready to engage, they are much
employed in the navigation of the St. Lawrence, and may be seen
labouring at the oar, or setting with the pole, in the large boats used
for the purpose, and always furnish the greater part of the additional
hands necessary to conduct rafts through some of the rapids. Nor
is the obstacle aversion to agricultural labour. This is no doubt
a prejudice of theirs ; but mere prejudices always yield, p_inciples
of action cannot be created. When the returns from agricultural
labour are speedy and great, they are also agriculturists. Thus,
some of the little islands on Lake St. Francis, near the Indian village
of St. Regis, are favourable to the growth of maize, a plant yielding
a return of a hundredfold, and forming, even when half ripe, s
pleasant and substantial repast. Patches of the best land on these
islands are therefore every year cultivated by them for this purpose.
As their situation renders them inaccessible to cattle, no fence is

required ; were this additional outlay necessary, I suspect they would
be neglected, like the commons adjoining their village. These had
apparently, at one time, been under crop. The cattle of the neigh-
bouring settlers would now, however, destroy any crop not securely
fenced, and this additional necessary outlay consequently bars their
culture. It removes them to an order of instruments of slower return

than that which corresponds to the strength of the effective desire
of accumulation in this little society.

"It is here deserving of notice, that what instruments of this kind
they do form, are completely formed. The small spots of corn they
cultivate are thoroughly weeded and hoed. A little neglect in this
part would indeed reduce the crop very much ; of this experience
has made them perfectly aware, and they act accordingly. It i_
evidently not the necessary labour that is the obstacle to more ex-
tended culture, but the distant return from that labour. I am
assured, indeed, that among some of the more remote tribes, the labour

_us expended much exceeds that given by the whites. The same
portions of ground being cropped without remission, and manure not
being used, they would scarcely yield any return, were not the soil
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most carefuUy broken and pulverized, both with the hoe and the
hand. In such a situation a white man would clear a fresh piece of
ground. It would perhaps scarce repay his labour the first year,
and he would have to look for his reward in succeeding years. On
the Indian, succeeding years are too distant to make sul_cient
impression ; though, to obtain what labour may bring about in the
course of a few months, he toils even more assiduously than the white
mail. '_ $

This view of things is confirmed by the experience of the Jesuits,
in their interesting efforts to civilize the Indians of Paraguay.
They gained the confidence of these savages in a most extraordinary
degree. They acquired influence over them sumcient to make them
change their whole manner of life. They obtained their absolute
submission and obedience. They established peace. They taught
them all the operations of European agriculture, and many of the
more dit_cult arts. There were everywhere to be seen, according to
Charlevoix" workshops of gilders,painters,sculptors,goldsmiths,
watchmakers, carpenters, joiners, dyers," &c. These occupations
were not practised for the personal gain of the artificers: the
produce was at the absolute disposal of the missionaries, who
ruled the people by a voluntary despotism. The obstacles arising
_om aversion to labour were therefore very completely over-
come. The real difficulty was the improvidence of the people;
their inability to think for the future : and the necessity accordingly
of the most unremitting and minute superintendence on the part of
their instructors. "Thus at first, if these gave up to them the care
of the oxen with which they ploughed, their indolent thoughtlessness
would probably leave them at evening still yoked to the implement.
Worse than this, instances occurred where they cut them up for
supper, thinking, when reprehended, that they sufficiently excused
themselves by saying they were hungry .... These fathers, says
Ulloa, have to visit the houses, to examine what is really wanted :
for without this care, the Indians would never look after anything.
They must be present, too, when animals are slaughtered, not only
that the meat may be equally divided, but that nothing may be lost."
" But notwithstanding all this care and superintendence," says
Charlevoix, "and all the precautions which are taken to prevent any
want of the necessaries of life, the missionaries are sometimes much

embarrassed. It often happens that they" (the Indis_s) " do not
m_ve to themselvesa sufficiencyofgrain,even forseed. As.for

* _ p. 136 [ed. Mixter, p, 71].
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their other provisions, were they not well looked after, they would
soon be without wherewithal to support life."*

As an example intermediate, in the strength of the effective
desire of accumulation, between the state of th_ thus depicted
and that of modern Europe, the case of the Chinese deserves attention.
From various circumstances in their personal habits and social con-
dition, it might be anticipated that they would possess a degree ot
prudence and self-control greater than other Asiatics, but inferior
to most European nations ; and the following evidence is adduced
of the fact.

" Durability is one of the chief qualities, marking a high degree
of the effective desire of accumulation. The testimony of travellers
ascribes to the instruments formed by the Chinese a very inferior
durability to slmi]ar instruments constructed by Europeans. The
houses, we are told, unless of the higher ranks, are in general of un-
burnt bricks, of clay, or of hurdles plastered with earth ; the roofs.
of reeds fastened to laths. We can scarcely conceive more unsub-
stantial or temporary fabrics. Their partitions are of paper, requiring
to be renewed every year. A similar observation may be made
concerning their implements of husbandry, and other uten_il_o
They are almost entirely of wood, the metals entering but very
sparingly into their construction ; consequently they soon wear out,
and require frequent renewals. A greater degree of strength in the
effective desire of accumulation would cause them to be constructed

of materials requiring a greater present expenditure but being far
more durable. From the same cause, much land, that in other coun-
tries would be cultivated, lies waste. All travellers take notice of

large tracts of lands, chiefly swamps, which continue in a state of
nature. To bring a swamp into tillage is generally a process, to
complete which, requires several years. It must be previously
drained, the surface long exposed to the sun, and many operations
performed, before it can be made capable of bearing a crop. Though
yielding, probably, a very considerable return for the labour bestowed
on it, that return is not made until a long time has elapsed. The
cultivation of such land implies a greater strength of the effective
desire of accumulation than exists in the empire.

"The produce of the harvest is, as we have remarked, always an
instrument of some order or another; it is a provision for future
want, and regulated by the same laws as those to which other means
of attaining a Rimilar end conform. It is there chiefly rice, of which

* Ra_l_ 140[_1. Mixter, p. 762
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there are two harvests, the one in June, the other in October. The
period then of eight months between October and June, is that for
which provision ia made each year, and the different estimate they
make of to-day and this day eight months will appear in the self-
denial they practise now, in order to guard agai_t want then.
The amount of this self-denial would seem to be small. The fathe_

Parennin, indeed, (who seems to have been one of the most intelligent
of the Jesuits and spent a long life among the Chinese of all classes,)
amerts, that it is their great deficiency in forethought and frugality
in this respect, which is the cause of the scarcities and f_mlnes that
frequently occur."

That it is defect of p_vidence, not defect of industry, that
limits production among the Chinese, is still more obvious than in
the case of the semi-agriculturized Indians. "Where the returns
are quick, where the instruments formed require but little time to
bring the events for which they _ere formed to an issue," it is well
known that "the great progress which has been made in the know-
ledge of the arts suited to the nature of the country and the wants
of its inhabitants" makes industry energetic and effective. "The
warmth of the climate, the natural fertility of the country, the know-
ledge which the inhabitants have acquired of the arts of agriculture,
and the discovery and gradual adaptation to every sell of the
most useful vegetable productions, enable them very speedily to
draw from almost any part of the surface, what is there esteemed
an equivalent to much more than the labour bestowed in 61ling
and cropping it. They have commonly double, sometimes treble
harvests. These when they consist of a grain so productive as doe,
the usual crop, can scarce fail to yield to their skill, from almost any
portion of soil that can be at once brought into culture, very ample
returns. Accordingly there is no spot that labour can immediately
bring under cultivation that is not made to yield to it. Hilla,
even mountains, are ascended and formed into terraces ; and water,
in that country the great productive agent, is led to every part
by drains, or carried up to it by the ingenious and simple hydraulic
machines which have been in use from time immemorial among
this mngular people. They effect this the more easily, from the soil,
even in these situations, being very deep and covered with much
vegetable mould. But what yet more than this marks the rea_nem
with which labour is foreed to form the most difficult materials

into instruments, where throe instruments soon bring to an issue
the events for which they are formed, is the frequent occurrence
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on many of their lakes and rivers, of structures resembling the
floating gurdens of the Peruvians, rafts covered with vegetable soft
and cultivated. Labour in this way draws from the materials on
which it acts very speedy returns. Nothing can exceed the luxuri-
ance of vegetation when the quickening powers of a genial sun are
miniRtered to by a rich soll and abundant moisture. It is otherwise,
as we have seen, in eases where the return, though copious, is distant.
European travellers are surprised at meeting these little floating farnm
by the side of swamps which only require draining to render them
tillable. It seems to them strange that labour should not rather be
bestowed on the solid earth, where its fruits might endure, than on
structures that must decay and perish in a few years. The people
they are among think not so much of future years as of the present
time. The effective desire of accumulation is of very different
strength in the one, from what it is in the other. The views of the
European extend to a distant futurity, and he is surprised at the
Chinese, condemned through improvidence, and want of sufficient
prospective care, to incessant toil, and, as he thinks, insufferable
wretchedness. The views of the Chinese are confined to narrower

bounds; he is content to live from day to day, and has learnt
to conceive even a life of toil a blessing." *

When a country has carried production as far as in the existing
_mte of knowledge it can be carried with an amount of return corres-
pon dlng to the average strength of the effective desire of accumula-
tion in that country, it has reached what is called the stationary
state ; the state in which no fin-ther addition will be made to capital,
unless there takes place either some improvement in the arts of
production, or an increase in the strength of the desire to accumulate.
In the stationary state, though capital does not on the whole increase,
some persons grow richer and others poorer. Those whose degree
d providence is below the usual standard, become impoverished,
their capita] perishes, and makes room for the savings of those whose
effective desire of accumnlation exceeds the average. These become
the natural purchasers of the lands, manufactories, and other
instruments of production owned by their less provident countrymen.

What the causes are which make the return to capital greater
in one country than in another, and which, in certain circnmatance_
make it impossible for any additional capital to find investment
unlem at diminished returns, will appear clearly hereafter. In
C_in_ ff that country has really attained, as it is supposed to have

• _ PP. 151-_ [e& F:ixter, pp. 88-92].
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done, the stationary state, accumulation has stopped when the
returns to capital are still [1848] as high as is indicated by a rate
of interest legally twelve per cent, and practically varying (it is said)
between eighteen and thirty-six. It is to be presumed therefore
that no greater amount of capital than the country already possesses,
can find employment at this high rate of profit, and that any lower
rate does not hold out to a Chinese sufficient temptation to induce
him to abstain from present enjoyment. What a contrast with
Holland, where, during the most flourishing period of its history,
the government was able habitually to borrow at two per cent, and
private individuals, on good security, at three. Since China is not a
country like Burmah or the native states of India, where an enormous
interest is but an indispensable compensation for the risk incurred
from the bad faith or poverty of the state, and of almost all private
borrowers; the fact, if fact it be, that the increase of capital has
come to a stand while the returns to it are still so large, denotes a
much less degree of the effective desire of accumulation, in other
words a much lower estimate of the future relatively to the present s
than that of most European nations.

§ 4. We have hitherto spoken of countries in which the average
strength of the desire to accumulate is short of that which, in circum-
stances of any tolerable security, reason and sober calculation would
approve. We have now to speak of others in which it decidedly
surpasses that standard. In the more prosperous countries of
Europe, there are to be found abundance of prodigals ; in some of
them (and in none more than England) the ordinary degree of
economy and providence an_ong those who live by manual labour
cannot be considered high: still, in a very numerous portion of
the community, the professional, manufacturing, and trading classes,
being those who, generally speaking, unite more of the means with
more of the motives for saving than any other class, the spirit of
accumulation is so strong, that the signs of rapidly increasing wealth
meet every eye : and the great amount of capital seeking investment
excites astonishment, whenever peculiar circumstances turning
much of it into some one channel, such as railway construction or
foreign speculative adventure, bring the largeness of the total amount
into evidence.

There are many circumstances, which, in England_ give a peculiar
force to the accumu]a_ng propensity. The long exemption of the
country from the ravages of war. and the far earlier period than
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elsewhere at which property was secure from military violence or
arbitrary spoliation, have produced a long-standing and hereditary
confidence in the safety of funds when trusted out of the owner's
hands, which in most other countries is of much more recent origin,
and less firmly established. The geographical causes which have
made industry rather than war the natural source of power and
importance to Great Britain, have turned an unusual proportion
of the most en_rprising and energetic characters into the direction
of manufactures and commerce; into supplying their wants and
gratifying their ambition by producing and saving, rather than
by appropriating what has been produced and saved. Much also
depended on the better political institutions of this country, which
by the scope they have allowed to individual freedom of action, have
encouraged personal activity and self-reliance, while by the liberty
they confer of association and combination, they facilitate industrial
enterprise on a large scale. The same institutions in another of
their aspects, give a most direct and potent stimulus to the
desire of acquiring wealth. The earlier decline of feudalism
having removed or much weakened invidious distinctions between
the originally trading classes and those who have been accustomed
to despise them ; and a polity having gro_n up which made wealth
the real source of political influence ; its acquisition was invested
with a factitious value, independent of its intrinsic utility. It be-
came synonymous with power ; and since power with the common
herd of mankind y/yes power, wealth became the chief source of
personal consideration, and the measure and stamp of success in life.
To get out of one rank in society into the next above it, is the great
aim of English middle-class life, and the acquisition of wealth the
means. And inasmuch as to be rich without industry has always
hitherto constituted a step in the social scale above those who are

rich by means of industry, it becomes the object of ambition to save
not merely as much as will afford a large income while in business,
but enough to retire from business and live in affluence on realized
gains. These causes have, in England, been greatly aided by that
extreme incapacity of the people for personal enjoyment, which isa
characteristic of countries over which puritanism has passed. But
if accumulation is, on one hand, rendered easier by the absence of a
te_ for pleasure, it is, on the other, made more difficult by the
presence of a very real taste for expense. So strong is the association
between personal consequence and the signs of wealth, that the silly
desire for the appearance of a large expenditure has the force of a
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lm_ion, among large classes of a nation which derives less pleasure
than perhaps any other in the world from what it spends. Owing
to this circumstance, the effective desire of accumulation has never
reached so high a pitch in England as it did in Holland, where, there
being no rich idle class to set the example of a reckless expenditure,
and the mercantile classes, who possessed the substantial power on
which social influence always waits, being left to establish their own
scale of living and standard of propriety, their habits remained
frugal and unostentatious.

In England and Holland, then, for a long time past, and now
in most other countries in Europe (which are rapidly following
England in the same race), the desireof accumulation does not require,
to make it effective, the copious returns which it requires in Asia,
but is sufficiently called into action by a rate of profit so low, that
instead of slackening, accumulation seems now to proceed more
rapidly than ever ; and the second requisite of increased production.
increase of capital, shows no tendency to become deficient. So
far as that element is concerned, production it susceptible of an
increase without any assignable bounds.

The progress of accumulation would no doubt be considerably
checked if the returns to capital were to be reduced still lower than
at present. But why should any possible increase of capital have
that effect ? This question carries the mind forward to the remaining
one of the three requisites of production. The limitation to pro-
duction, not consisting in any necessary limit to the increase of the
other two elements, labour and capital, must turn upon the proper-
ties of the only element which it inherently, and in itself, limited
lit quantity. It must depend on the properties of land.



CHAPTER XTI

OF THE LAW OF THE INCREASE OF PRODUCTION FROM LAND

§ 1. LANDdiffers from the other elements of production, labour
and capital, in not being susceptible of indefinite increase. Its
extent is limited, and the extent of the more productive kinds of it
more limited still. It is also evident that the quantity of produce
capable of being raised on any given piece of land is not indefinite.
This limited quantity of land, and limited productiveness of it, are
the real limits to the increase of production.

That they are the ultimate limits, must always have been clearly
seen. But since the final barrier has never in any instance been
reached ; since there is no country in which all the land, capable of
yielding food, is so highly cultivated that a larger produce could
not (even without supposing any fresh advance in agricultural
knowledge) be obtained from it, andsince a large portion of the earth'|
surface still remains entirely uncultivated ; it is commonly thought,
and is very natural at first to suppose, that for the present all
limitation of production or population from this source is at an
indefinite distance, and that ages must elapse before any practical
necessity arises for taking the limiting principle into serious
consideration.

I apprehend this to be not only an error, but, the most serious one,
to be found in the whole field of political economy. The question
is more important and fundamental than any other; it involves
the whole subject of the causes of poverty, in a rich and industrious
community : and unless this one matter be thoroughly understood,
it is to no purpose proceeding any further in our inquiry.

§ 2. The limitation to production from the properties of the
toil, is not like the obstacle opposed by a wall, which stands im-
movable in one particular spot, and offers no hindrance to motioa
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short of stopping it entirely. We may rather compare it to tt
highly elastic and extensible band, which is hardly ever so
violently stretched that it could not possibly be stretched any
more, yet the pressure of which is felt long before the final limit is
reached, and felt more severely the nearer that limit is approached.

After a certain, and not very advanced, stage in the progress
of agriculture, 1 it is the law of production from the land, that in
any given state of agricultural skill and knowledge, by increasing
the labour, the produce is not increased in an equal degree ; doubling
the labour does not double the produce; or, to express the asmo
thing in other words, every increase of produce is obtained by a
more than" proportional inereue in the application of labour to the
land.

This general law of agricultural industry is the most important
proposition in political economy. Were the law different, nearly
all the phenomena of the production and distribution of wealth
would be other than they are. The most fundamental errors which
ttill prevail on our subject, result from not perceiving this law at
work underneath the more superficial agencies on which attention
fixes itself; but mistaking those agencies for the ultimate causes
of effects of which they may influence the form and mode, but of
which it alone determines the essence.

When, for the purpose of raising an increase of produce recourse
is had to inferior land, it it evident that, so far, the produce does
not increase in the same proportion with the labour. The very
meaning of inferior land, is land which with equal labour returns
a smaller amount of produce. Land may be inferior either in
fertility or in situation. The one requires a greater proportional
amount of labour for growing the produce, the other for carrying
it to market. If the land A yields a thousand quarters of wheat,
to a given outlay in wages, manure, &c., and in order to raise another
thousand recourse must be had to the land B, which is either less

fertile or more distant from the market, the two thousand quarters
will cost more than twice as much labour as the original thousand,
and the produce of agriculture will be increased in a less ratio than
the labour employed in procuring it.

Instead of cultivating the land B, it _ould be possible, by
higher cultivation, to make the land A produce more. It might

t [From the 6th ed. (1865) wu first omitted the follow'ragexplanatory
t_lauseof the original : "88 soon, in fact, as men have applied themselves to
oultivation with any energy, and have brought to it any tolerable tools"]
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be ploughed or harrowed twice instead of once, or three tlmm
instead of twice; it might be dug instead of being ploughed ;
after ploughing, it might be gone over with a hoe instead of a harrow,
and the soil more completely pulverized ; it might be oftener or
more-thoroughly weeded ; the implements used might be of higher
finish, or more elaborate construction ; a greater quantity or more
expensive kinds of manure might be applied, or, when applied, they
might be more carefully mixed and incorporated with the soil.
These are some of the modes by which the same land may be made
to yield a greater produce ; and when a greater produce must be had,
some of these are among the means usually employed for obtaining
it. But, that it is obtained at a more than proportional increase

of expense, is evident from the fact that inferior lands are cultivated.
Inferior lands, or lands at a greater distance from the market, of
course yield an inferior return, and an increasing demand cannot
be supplied from them unless at an augmentation of cost, and there-
fore of price. If the additional demand could continue to besupplied
from the superior lands, by app|ying additional labour and capital,
at no greater proportional cost, than that at which they yield the
quantity first demanded of them, the ownem or farmers of those
lands could undersell all others, and engross the whole market.
Lands of a lower degree of fertility or in a more remote situation, might
indeed be cultivated by their proprietors, for the sake of subsistence
or independence; but it never could be the interest of any one
to farm them for profit. That a profit can be made from them,
sufficient to attract capital to such an investment, is a proof that
cultivation on the more eli_l_le lands has reached a point, beyond
which any greater application of labour and capital would yield,
at the best, no greater return than can be obtained at the same
expense from less fertile or lees favourably situated lands.

The careful cultivation of a well-farmed district of England
er Scotland is a symptom and an etTect of the more unfavourable
terms which the land has begun to exact for any increase of its
fruita Such elaborate cultivation costs much more in proportion_

and requires a higher price to render it profitable, than farming
on a more superficial system ; and would not be adopted ff ac_e_
could be had to land of equal fertility, previously unoccupied.
Where there is the choice of raising the increasing supply which

society requires, from fresh land of as good quality as that already
cultivated, no attempt is made to extract from land anything
_pproachiug to what it will yield on what are e_teemed the best
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European modes of cultivating. The land is tasked up to the
point at which the greatest return is obtained in proportion to the
labour employed, but no further : any additional labour is carried
elsewhe_ " It is long," says an inte_gent traveller in the United
States,* '_bofore an English eye becomes reconciled to the lightness
Of the crops and the careless farming (as we should call it) which
is apparent. One forgets that where land is so plentiful and labour
so dear as it is here, a totally di_erent principle must be pursued
to that which prevails in populous countries, and that the conse-
quence will of course be a want of tidiness, as it were, and finish,
about everything which requires labour." Of the two causes men-
tioned, the plentifuine_ of land seems to me the true explanation,
rather than the dearness of labour ; for, however dear labour may
be, when food is wanted, labour will always be applied to producing
it in preference to anything else. But this labour is more etTective
for its end by being applied to fresh soil, than if it were employed
in bringing the soil already occupied into higher cultivation. Only
when no soil remains to be broken up but such as either from distance
or inferior quality require a considerable rise of price to render
their cultivation profitable, can it become advantageous to apply the
high farming of Europe to any American lands ; except, perhaps,
in the immediate vicinity of towns, where saving in cost of carriage
may compensate for great inferiority in the return from the soil
itself. As American farming is [1848] to England, so is the ordinary
English to that of Flanders, Tuscany, or the Terra eli Lavoro;
where by the application of a far greater quantity of labour there
is obtained a considerably larger gro_ produce, but on such terms
as would never be advantageous to a mere speculator for profit,
unless made so by much higher prices d agricultural produce.

The principle which has now been stated must be received,
no doubt, with certain explanations and limitations. Even after
the land is so highly cultivated that the mere application of ad..
ditional labour, or of an additional amount of ordinary dressing,
would yield no return proportioned to the expense, it may still
happen that the application d a much greater additional labour
and capital to improving the soil itself, by draining or permanent
manures, would be as liberally remunerated by the produce, as any
portion oi the labour and capital already employed. It would
sometimes be much more amply remunerated. This could not be, ii

* Ld_m from Atner/c_, by John Robert Godley, vol. i. p. 42. See ad_
Lyell'i _Tram/z/n A_ voL ik 1_83.
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capital always sought and found the most advantageous employment;
but if the most advantageous employment has to wait longest for
its remuneration, it is only in a rather advanced stage d industrial
development that the preference will begiven to it ; and even in that
advanced stage, the laws or usages connected with property in land
and the tenure of farms are often such as to prevent the disposable
capital of the country from flowing freely into the channel of agri-
cultural improvement : and hence the increased supply, required by
increasing population, is sometimes raised at an augmenting cost by
highercultivation, when the means of producing it without increase of
cost are known and accessible. There can be no doubt, that if
capital were forthcoming to execute, within the next year, all known
and recognised improvements in the lands of the United Kingdom
which would pay at the existing prices, that is, which would increase
the produce in as great or a greater ratio than the expense; the
result would be such (especially if we include Ireland in'the sup°
position) that inferior land would not for a long time require to be
brought under tillage: probably a considerable part of the less
productive lands now cultivated, which are not particularly favoured
by situation, would go out of culture ; or (as the improvements in
question are not so much applicable to good land, but operate
rather by converting bad land into good) the contraction of cultiva-
tion might principally take place by a less high dressing and less
elaborate tilling of land generally; a falling back to something
nearer the character of American farming; such only of the poor
lands being altogether abandoned as were not found susceptible
of improvement. And thus the aggregate produce of the whole
cultivated land would bear a larger proportion than before to the
labour expended on it ; and the general law of diminishing return
from land would have undergone, to that extent, a temporary
supersession. No one, however, can suppose that even in these
circumstances, the whole produce required for the country could
be raised exclusively from the best lands, together with those
possessing advantages of situation to place them on a par with the
best. Much would undoubtedly continue to be produced under
less advantageous conditions, and with the smaller proportional
return, than that obtained from the best soils and situations. And
in proportion as the further increase of population required a
greater addition to the supply, the general law would resume itm
course, and the further augmentation would be obtained at a
more than proportionate expense of labour and capital.
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§ 3. 1 That the produce of land increases, emf_r/s par_ms, in

a diminishing ratio to the increase in the labour employed, is a
truth more often ignored or disregarded than actually denied. It
has, however, met with a direct impugner in the well-known American
political economist, Mr. H. C. Carey, who maintains that the real
law of agricultural industry is the very reverse; the produce
increasing in a greater ratio than the labour, or in other words
affording to labour a perpetually increasing return. To substantiate
this assertion, he argues that cultivation does not begin with the
better soils, and extend from them, as the demand increases, to the
poorer, but begins with the poorer, and does not, till long after,

itself to the more fertile. Settlers in a new country invariably
commence on the high and thin lands ; the rich but swampy soils
of the river bottoms cannot at first be brought into cultivation, by
reason of their unhealthiness, and of the great and prolonged labour
required for cleating and draining them. As population and
wealth increase, cultivation travels down the hill sides, clearing
them as it goes, and the most fertile soils, those of the low grounds,
are generally (even he says universally) the latest cultivated. These
propositions, with the inferences which Mr. Carey draws from them,
are set forth at much length in his latest and most elaborate treatise,

P_no/p_e8 o/ 8oc/a/_e/enee ; and he considers them as subverting
the very foundation of what he calls the English political economy,
with all its practical consequences, especially the doctrine of free
trade_

As far as words go, Mr. Carey has a good case against several
of the highest authorities in political economy, who cer_alnly did
enunciate in too universal a manner the law which they laid down,
not rexnarking that it is not true of the first cultivation in a newly
settled country. Where population is t.hln and capital scanty,
land which requires a large outlay to render it fit for tillage must
remain untilled; though such lands, when their time has come,
often yield a greater produce than those earlier cultivated, not only
absolutely, but proportionally to the labour employed, even if we
inelude that _hieh has been expended in originally fitting them for
culture. But it is not pretended that the law of diminishing return
was operative from the very beginning of society : and though some

z [The account of Carey'sargument,occupy_g this and the next two para-
graphs, took the place in the 6th ed. (1865) of the brief _ph referring,
without mentioning any name, to the assertion that "the returns from land
ue greater in an advanced, than in an eay.ly, stage of eultiwtlon---whea mael
Impited,than when little, is applied to a_ralture.]
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political economists may have believed it to come into operation
earlier than it does, it begins quite early enough to suppor_ the
conclusions they founded on it. Mr. Carey will hardly _Bert that
in any old country--in England or France, for example--the lands
left waste are, or have for centuries been, more naturally fertile than
those under tillage. Judging even by his own imperfect test, that
of local situation--how imperfect I need not stop to point out--is it
true that in England or France at the present day the uncultivated
part of the soil consists of the plaln_ and valleys, and the enltivated,
of the hills ? Every one knows, on the contrary, that it is the
high lands and thin soils which are left to nature, and when
the progress of population demands an increase of cultivation, the
extension is _rom the plains to the hills. Once in a century, perhaps,
a Bedford Level may be drained, or a Lake of Harlem pumped out :
but these are slight and transient exceptions to the normal progr_
of thin_ ; and in old countries which are at all advanced in civiliza-
tion, little of this sort remains to be done.*

Mr. Carey himself unconsciously bears the _ongest testimony
to the reality of the law he contends against : for one of the pro-
positions most strenuously maintained by him is, that the raw
products of the soil, in an advancing community, steadily tend to
rise in price. Now, the most elementary truths of political economy
show that this could not happen, unless the cost of production,
measured in labour, of those products, tended to rise. If the
application of additional labour to the land was, as a general rule,
attended with an increase in the proportional return, the price of
produce, instead of riP,g, must necessarily fall as society advances,
unless the cost of production of gold and silver fell still more : a case
so rare, that there are only two periods m all history when it is
known to have taken place ; the one, that which followed the open-
ing of the Mexican and Peruvian mines ; the other, that in which
we now live. At all known periods, except these two, the cost of
prodllction of the precious metals has been either stationary or
rising. If, therefore, it be true that the tendency of agricultural
produce is to rise in money price as wealth and population increase,
there needs no other evidence that the labour required for raising

* Irelandmaybeallegedasan exception; a largefractionof theerati__ti
of that countrybeingstill [18651incapableof eultivatlonforwantofdrainage.
But thoughIrelandis an oldcountry,unfortunatesocialand politicaloireum-
_taj_eshavekeptit a poorand baokwardona Neitheris it at all certainth_Lt
theboszof Ir_IA.d,ffdra_edandbroughtundertilluge,wouldtaketheirpkce
alongwithMr.Carey'sfertileriverbottonm,or amonganybut the poorersoils
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it from the soil tends to augment when a greater quantity is de
manded.

I do not go so far as Mr. Carey : I do not assert that the cost
of production, and consequently the price, of agricultural produce,
always and necessarily rises as population increases. It tends to do
so ; but the tendency may be, and sometimes is, even during
long periods, held in check. The ettect does not depend on a

single principle, but on two antagonizing principles. There is
another agency, in habitual antagonism to the law of diminishing
return from land; and to the consideration of this we shall now

proceed. It is no other than the progress of civilization. I use
this general and somewhat vague expression, because the things
to be included are so various, that hardly any term of a more re-
stricted signification would comprehend them all.

Of these, the most obvious is the progress of agricultural know-
ledge, skill, and invention. Improved processes of agriculture
are of two kinds : some enable the land to yield a greater absolute
produce, without an equivalent increase of labour ; others have not
the power of increasing the produce, but have that of diminishing
the labour and expense by which it is obtained. Among the first
are to be reckoned the disuse of fallows, by means of the rotation
of crops ; and the introduction of new articles of cultivation capable
of entering advantageously into the rotation. The change made
in British agriculture towards the close of the last century, by the
introduction of turnip husbandry, is spoken of as amounting to a
revolution. These improvements operate not only by enabling
the land to produce a crop every year, instead of remaining idle
one year in every two or three to renovate its powers, but also
by direct increase of its productiveness; since the great addition
made to the number of cattle, by the increase of their food, affords
more abundant manure to fertilize the corn lands. Next in order

comes the introduction of new articles of food, containing a greatex

amount of sustenance, like the potato, or more productive species
or varieties of the same plant, such as the Swedish turnip. In the same
class of improvements must be placed a better knowledge of the
properties of manures, and of the most et_ectual modes of applying
them ; the introduction of new and more powerful fertilizing agents,
such as guano, and the conversion to the same purpose of substances
previously, wasted; inventions like subsoil-ploughing or tile
draining; improvements in the breed or feeding of labouring
eatable ; augmented stock of the animals which consume and convert
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into human food what would otherwise be was_ed; and the

The other sort of improvements,those which djmin_sh labour, but
without increasing the capacity of the land to produce, are such
as the improved construction of tools; the introduction of new
instruments which spare manual labour, as the winnowing and
threshing machines; a more skilful and economical application
of muscular exertion, such as the introduction, so slowly accom-

plished in England, of Scotch ploughing, with two horses abreast
and one man, instead of three or four horses in a team and two

men, _c. These improvements do not add to the productiveness
of the land, but they are equally calculated with the former to
counteract the tendency in the cost of production of agricultund

produce to rise with the progress of population and demand.
Analogous in effect to this second class of agricultural improve-

ments, are improved means of communication. Good roads are
equivalent to good tools. It is of no consequence whether the
economy of labour takes place in extracting the produce from the
soil, or in conveying it to the place where it is to be consumed.
Not to say in addition, that the labour of cultivation itself is
diminished by whatever lessens the cost of bringing manure from
a distance, or facilitates the many operations of transport from

place to place which occur within the bounds of the farm. Railways
and canals are virtually a diminution of the cost of production
of all things sent to market by them ; and literally so of all those,
khe appliances and aids for producing which, they serve to transmit.
By their means land can be cultivated, which could not otherwise
have remunerated the cultivators without a rise of price. Improve-
ments in navigation have, with respect to food or materials brought
from beyond sea, a corresponding effect.

From similar conaiderations, it appears that many purely
mechanical improvements, which have, apparently at least, no
peculiar connexion with agriculture, nevertheless enable a given
amount of food to be obtained with a smaller expenditure of labour.
A great improvement in the process of smelting iron would tend
to cheapen agricultural implements, diminish the cost of railroads,
of waggons and carts, ships, and perhaps buildings, and many other
things to which iron is not at present applied, because it is too
costly ; and would thence diminish the cost of production of food.
The same effect would follow from an improvement in tlhose pro-
reeses of what may be termed manufacture to which the material
_f food is subjected after it is separated from the ground. The
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first application of wind or water power to grind corn tended to
cheapen bread as much as a very important discovery in agriculture
would have done ; and any great improvement in the construction
of corn-milts would have, in proportion, a similar influence. The
eflecta of cheapening locomotion have been already considered.
There are also engineering inventions which facilitate all great
operations on the earth's surface. An improvement in the art of
taking levels is of importance to draining, not to mention canal
and railway making. The fens of Holland, and of some parts of
England, are drained by pumps worked by the wind or by steam.
Where canals of irrigation, or where tanks or embankments are
necessary, mechanical skill is a great resource for cheapening pr_
duction.

Those manufacturing improvements which cannot be made
instrumental to facilitate, in any of its stages, the actual production
of food, and therefore do not help to counteract or retard the
diminution of the proportional return to labour from the soil, have,
however, another eftect, which is practically equivalent. What
they do not prevent, they yet, in some degree, compensate for.

The materials of manufacture being all drawn from the land,
and many of them from agTiculture, which supplies in particular
the entire material of clothing; the general law of production
from the land, the law of dimiuishing return, must in the last
resort be applicable to manufacturing as well as to agricultural
history. As population increases, and the power of the land to
yield increased produce is strained harder and harder, any additional
supply of material, as well as of food, must be obtained by a more
than proportionally increasing expenditure of labour. But the cost of
the material forming generally a very small portion of the entire
cost of the manufacture, the agricultural labour concerned in the

production of manufactured goods is but a small fraction of
the whole labour worked up in the commodity. All the rest of the
labour tends constantly and strongly towards diminution, as the
amount of production increase_ Manufactures are vastly more

susceptible than agriculture of mechanical improvements, and
contrivances for saving labour ; and it has already been seen how
greatly the division of labour, and its skilful and economical dis-
tribution, depend on the extent of the market, and on the possibility
of production in large masse_ In manufactures, accordingly, the
causes tending to increase the productiveness of industry, pr_
[mnderate greatly over the one cause which tends to diminish it : and
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the increase of production, called forth by the progress of society,
takes place, not at an increasing, but at a continually diminishing
proportional cost. This fact has manifested itself in the progressive
fall of the prices and values of almost every kind of manufactured
goods during two centuries past ; a fall accelerated by the mechanical
inventions of the last seventy or eighC'y years, and susceptible of
being prolonged and extended beyond any limit which it would be
safe to specify.

Now it is quite conceivable that the efllciency of agricultural
labour might be undergoing, with the increase of produce, a gradual
diminution ; that the price of food, in consequence, might be pro-
gressively rising, and an ever growing proportion of the population
might be needed to raise food for the whole ; while yet the productive
power of labour in all other branches of industry might be so rapidly
augmenting, that the required amount of labour could be spared
from manufactures, and nevertheless a greater produce be obtained,
and the aggregate wants of the community be on the whole better
supplied, than before. The benefit might even extend to the poorest
class. The increased cheapness of clothing and lodging might make

to them for the augmented cost of their food.
There is, thus, no possible improvement in the arts of production

which does not in one or another mode exercise an antagonist
influence to the law of diminishing return to agricultural labour.
Nor is it only industrial improvements which have this effect.
Improvements in government, and almost every kind of moral
and social advancement, operate in the same manner. Suppose
a country in the condition of France before the Revolution : taxa-
tion imposed almos_ exclusively on the industrial classes, and on
such a principle as to be an actual penalty on production ; and no
redress obtainable for any injury to property or person, when
inflicted by people of rank, or court influence. Was not the hurri-
cane which swept away this system of things, even if we look no
further than to its effect in augmenting the productiveness of
labour, equivalent to many industrial inventions ? The removal
of a fiscal burthen on agriculttu% such as tithe, has the same effect
as if the labour necessary for obt_inlng the existing produce were
suddenly reduced one-tenth. The abolition of corn laws, or of
any other restrictionl which prevent commodities from being
produced where the cost of their production is lowest, smonnts to

a vast improvement in production. When fertile land, previously
reserved as hunting ground, or for any other purpose of amusement_
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is act free for culture, the aggregate productiveness of agzieultural
industry is increased. It is well known what has been the effecl
in England of badly administered poor laws, and the still worse
effect in Ireland of a bad system of tenancy, in rendering agricultural
laboue slack and ineffective. No improvements operate more
directly upon the productiveness of labour, than those in the tenure
of farn_, and in the laws relating to landed property. The breaking
up of entails, the cheapening of the transfer of property, and whatever
else promotes the natural tendency of land, in a system of freedom,
to pass out of hands which can make little of it into those which
can make more ; the substitution of long leases for tenancy at
and of any tolerable system of tenancy whatever for the wretched
cottier system; above all, the acquisition of a permanent interest
in the soil by the cultivators of it ; all these things are as real, and
come of them as great, improvements in production, as the invention
of the spinning-jenny or the steam-engine. ,

We may say the same of improvements in education. The
intelligence of the workman is a most important element in the
productiveness of labour. So low, in come of the most civilized
countries, is the present [1848] standard of intelligence, that there is

hardly any source from which a more ind_6nlte amount of improve-
ment may be looked for in productive power, than by endowing
with braina those who now have only hands. The carefulness,
economy, and general trustworthiness of labourers are as important
as their intelligence. Friendly relations, and a community of
interest and feeling between labourers and employers, are eminently
so: I should rather say, would be: for I know not where any
such sentiment of friendly alliance now exists. Nor is it only
in the labouring class that improvement of mind and character
operates with beneficial effect even on industry. In the rich and
idle elasses, increased mental energy, more solid instruction, and
stronger feelings of conscience, public spirit, or philanthropy,
would qualify them to originate and promote the most valuable
improvements, both in the economical resources of their country 1
and in its institutions and customs. To look no further than the

most obvious phenomena ; the backwardness of French agriculture
in the precise points in which benefit might be expected from the
influence of an educated class, is partly accounted for by the ex-
clusive devotion of the richer landed proprietors to f_wn interests
and town pleasures. There is scarcely any possible amelioration
of human affairs which would not, among ite other benefits, have
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a favourable operation, direct or indirect, upon the produ_tivenem
of industry. The intensity of devotion to industrial occupations
would indeed in many cases be moderated by a more liberal and
genial mental culture, but the labour actually bestowed on those
occupations would almost always be rendered more effective.

Before pointing out the principal inferences to be drawn from
the nature of the two antagonist forces by which the productiveness
Jf agricultural industry is determined, we must observe that what
we have said of agriculture is true, with little variation, of the other
occupations which it represents; of all the arts which extract

materials froxL the globe. Mining industry, for example, usually
yields an increase of produce at a more than proportional increase
of expense. It does worse, for even its customary annual produce
requires to be extracted by a greater and greater expenditure of
labour and capital. As a mine does not reproduce the coal or

• ore taken from it, not only are all mines at last exhausted, but
even when they as yet show no signs of exhaustion, they must be
worked at a continually increasing cost; shafts must be sunk

deeper, galleries driven farther, greater power applied to keep them
clear of water ; the produce must be lifted from a greater depth, or
conveyed a greater distance. The law of diminishing return applies
therefore to mining, in a still more unqualified sense than to agri-
culture: but the antagonizing agency, that of improvements in
production, also applies in a still greater degree. Mining operations
are more susceptible of mechanical improvements than agricultural :
the first great application of the steam-engine was to mining ; and
there are unlimited possibilities of improvement in the chemical
processes by which the metals are extracted. There is another

contingency, of no unfrequent occurrence, which avails to counter-
balance the progress of all existing mines towards exhaustion:
this is, the discovery of new ones, equal or superior in richness.

To resume; all natural agents which are limited in quantity,
are not only limited in their ultimate productive power, but, lon 8
before that power is stretched to the utmost, they yield to any
additional demands on progressively harder terms. This law may
however be suspended, or temporarily controlled, by whatever

adds to the general power of mankind over nature ; and especially
by any extension of their knowledge, and their consequent command,
of the properties and powers of natural agents.1

i [See Appendix J. T_ X._wo/Diminia_n¢ .J_rm.|



CHAPTER XIII

CONSEQUENCES OF THE FOREGOING IdkWm

| 1. FROMthe preceding expositien it appears that the limit
to the increase of production is two-fold ; from deficiency of capital,
or of land. Production comes to a pause, either because the eftective
desire of accumulation is not sufficient to give rise to any further
increase of capital, or because, however disposed the possessors of
surplus income may be to save a portion of it, the limited land at the
disposal of the community does not permit additional capital to be
employed with such a return as would be an equivalent to them
for their abstinence.

In countries where the principle of accumulation is as weak as it
is in the various nations of Asia ; where people wiUneither save, nor
work to obtain the means of saving, unless under the inducement of
enormously high profits, nor even then if it is necessary to wait a
considerable time for them ; where either productions remain scanty,
or drudgery great, because there is neither capital forthcoming
nor forethought sufficient for the adoption of the contrivances by
which natural agents are made to do the work of human labour ;
the desideratum for such a country, economically considered, is an
increase of industry, and o! the effective desire of accumulation.
The means are, first, a better government : more complete security
of property ; moderate taxes, and freedom from arbitrary exaction
under the name of taxes ; a more permanent and more advantageous
tenure of land, securing to the cultivator as far as possible the undi-
vided benefits of the industry, skill, and economy he may exert.
Secondly, improvement of the public intelligence: the decay of
usages or superstitious which interfere with the effective employment
of industry ; and the growth of mental activity, making the people
alive to new objects of desire. Thirdly, the introduction of foreign
arts, which raise the returns derivable from additional capital, to a
rate corresponding to the low strength of the desire of accumulation :
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and the importation of foreign capital, which renders the increase of
production no longer exclusively dependent on the thrift or provi-
dence of the inhabitants themselves, while it places before them a

stimulating example, and by instilling new ideas and breaking the
chains of habit, if not by improving the actual condition of the popu-
lation, tends to create in them new wants, increased ambition, and

greater thought for the future. These considerations apply more or
less to all the Asiatic populations, and to the less civilized and indns-
trious parts of Europe, as Russia, Turkey, Spain, and Ireland+

§ 2. But there are other countries, and England is at the head
of them, in which neither the spirit of industry nor the effective
desire of accumulation need any encouragement ; where the people
will toil hard for a small remuneration, and save much for a small

profit; where, though the general thriftiness of the labouring class is
much below what is desirable, the spirit of accumulation in the more

prosperous part of the commuaity requires abatement rather than
increase. In these countries there would never be any deficiency of
capital, if its increase were never checked or brought to a stand by
too great a diminution of its returns. It is the tendency of the
returns to a progressive diminution, which causes the increase of
production to be often attended with a deterioration in the con-
dition of the producers; and this tendency, which would in time
put an end to increase of production altogether, is a result of the
necessary and inherent conditions of production from the land.

In all countries which have passed beyond a rather t early stage
in the progress of agriculture, every increase in the demand for food,
occasioned by increased population, will always, unless there is a
simultaneous improvement in production, diminish the share which
on a fair division would fall to each individual. An increased pro-
duction, in default of unoccupied tracts of fertile land, or of fresh
improvements tending to cheapen commodities, can never be
obtained but by increasing the labour in more than the same pro-
portion. The population must either work harder, or eat tess, or
obtain their usual food by sacrificing a part of their other customary
comforts. Whenever this necessity is postponed, notwithstanding
an increase of population, s it is because the improvements which
facilitate production continue progressive ; because the contrivancea

I ['In the 6th eeL(1865) "rather" rep]aoed the origins] "very._J
: [The qualifying clsu,se "notwithsta_ng . . population" vnm

in the 6th ed. (I_5).]
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of mankind for making their labour more effective keep up an equal
struggle with nature, and extort fresh resources from her reluctant
powers as fast as human necessities occupy and engross the old.

From this, results the important corollary, that the necessity
of restraining population iB not, as many persons believe, peculiar
to a condition of great inequality of property. A greater number
of people cannot, in any given state of civilization, be collectively
so well provided for as a smaller. The niggardliness of nature, not
the injustice of society, is the cause of the penalty attached to over°
population. An unjust distribution of wealth does not even aggra-
vate the evil, but, at most, causes it to be somewhat earlier felt.
it is in vain to say, that all mouths which the increase of mankind
calls into existence, bring with them hands. The new mouths
require as much food as the old ones, and the hands do not produce
as much. If all instruments of production were held in joint
property by the whole people, and the produce divided with perfect
equality among them, and if, in a society thus constituted, industry
were as energetic and the produce as ample as at present, there would
be enough to make all the existing population extremely comfortable;
but when that population had doubled itself, as, with the existing
habits of the people, under such an encouragement, it undoubtedly
would in little more than twenty years, what would then be their con-
dition ? Unless the arts of production were in the same time
improved in an almost unexampled degree, 1 the inferior soils which
must be resorted to, and the more laborious and scantily remunera-
tive cultivation which must be employed on the superior soils,
to procure food for so much larger a population, would, by an
insuperable necessity, render every individual in the community
poorer than before. If the population continued to increase at
the same rate, a time would soon arrive when no one would have
more than mere necessaries, and, soon after, a time when no one

would have a sufficiency of those, and the further increase of popula-
tion would be arrested by death.

Whether, at the present or any other time, the produce of
industry proportionally to the labour employed, is increasing or
diminishing, and the average condition of the people improving or
deteriorating, depends upon whether population is advancing faster
than improvement, or improvement than population. After a
degree of density has been attained, sufllcient to allow the principal

i [So from the Srded. (1852). The original ran : "too unexampled a desme
as to double the productive power of labour.' ]
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benefits of combination of labour, all further increase tends in iteell

to mischief, so far as regards the average condition of the people ; but
the progress of improvement has a counteracting operation, and
allows of increased numbers without any deterioration, and even

consistently with a higher average of comfort. Improvement
must here be understood in a wide sense, including not only new
industrial inventions, or an extended use of those already known,

but improvements in institutions, education, opinions, and human
affairs generally, provided they t_ud, as almost all improvements
do, to give new motives or new facilities to production. If the
productive powers of the country increase as rapidly as advancing
numbers call for an augmentation of produce, it is not necessary to
obtain that augmentation by the cultivation of soils more sterile than
the worst already under culture, or by applying additional labour
to the old soils at a diminished advantage ; or at all events this 1o_

of power is compensated by the increased efficiency with which, in
the progress of improvement, labour is employed in manufactures.
In one way or the other, the increased population is provided for,
and all are as well off as before. But if the growth of human power
over nature is suspended or slackened, and population does not
81acken its increase ; if, with only the existing command over natural

agencies, those agencies are called upon for an increased produce;
this greater produce will not be afforded to the increased population,
without either demanding on the average a greater effort from each,

or on the average reducing each to a smaller ration out of the aggre-
gate produce.

As a matter of fact, at some periods the progress of populataon
has been the more rapid of the two, at others that of improvement.
In England during a long interval preceding the French Revolution,
population increased slowly ; but the progress of improvement, at
least in agriculture, would seem to have been still slower, since though
notlalng occurred to lower the value of the precious metals, the price
of corn rose considerably, and England, from an exporting, became

an importing country. This evidence, however, is short ul conclu-
sive, inasmuch as the extraordinary number of abundant seasons

during the first half of the century, not continuing during the last,
was a cause of increased price in the later period, extrinsic to the

ordinary progress of society. Whether during the same period
improvements in manufactures, or diminished cost of imported com-
modities, made amends for the diminished productiveness of labour
on the land, is uncertain. But ever since the great mechanical
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inventions of Watt, Ark_ight, and their contemporaries, the
return to labour has probably increased as fast as the population ;
and would have outstripped it, if that very augmentation of return
had not called forth an additional portion of the inherent power
of multiplication in the human species. During the twenty or
thirty years last elapsed [1857], so rapid has been the extension of
improved processes of agriculture, that even the land yields a greater
produce in proportion to the labour employed ; the average price of
corn had become decidedly lower, even before the repeal of the
corn laws had so materially lightened, for the time being, the pressure
of population upon production. But though improvement may
during a certain space of time keep up with, or even surpass, the
actual increase of population, it assuredly never comes up to the rate
of increase of which population is capable ; and nothing could have
prevented a general deterioration in the condition of the human
race, were it not that popalation has in fact been restrainecL Had
it been restrained still more, and the same improvements taken place,
there would have been a larger dividend than there now is, for the
nation or the species at large. The new ground wrung from nature
by the improvements would not have been all used up in the support
of mere numbers. Though the gross produce would not have been
so great, there would have been a greater produce per head of the
popolatio_

§ 3. When the growth of numbers outstrips the progress of
improvement, and a com ltry is driven to obtain the means of sub-
dstenee on terms more and more unfavourable, by the inability
of its land to meet additional demands except on more onerous
conditions; there are two expedients by which it may hope to

mitigate that disagreeable necessity, even though no change should
take place in the habits of the .people with respect to their rate
of increase. One of these expedients is the importation of food
from abroad. The other is emigration.

The admission of cheaper food from a foreign country is equiva-

lent to an agricultural invention by which food could be raised
at a similazly diminiahed cost at home. It equally increases the

productive power of labour. The return was before, so much food
for so much labour employed in the growth of food: the return

k now, a greater quantity of food, for the same labou_ employed in
producing cottons or hardware or some other commodity, to be given
in exchange for food. The one improvement_ like the other, throws

H
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back the decline of the productive power of labour by a certain
distance : but in the one case as in the other, it immediately resumes
its course ; the tide which has receded, instantly begins to re-advance.
It might seem, indeed, that when a country draws its supply of food
from so wide a surface as the whole habitable globe, so little impres-
lion can be produced on that great expanse by any inczease oI
mouths in one small corner of it, that the inhabitants of the country
may double and treble their numbers, without feeling the effect
in any increased tension of the _pring8 of production, or any en-
hancement of the price of food throughout the world. But in
calculation several things are overlooked.

In the first place, the fordffn regions from which corn can be

imported do not comprise the whole globe, but those parts of it
principally which are in the immediate neighbourhood of coasts or
navigable rivers. The coast is the part of most countries which is
earliest and most thickly peopled, and has seldom any food to spare.
The chief source of supply, therefore, is the strip of country along
the banes of some navigable river, as the Nile. the Vistula, or the
Miss_ippi ; and of such there is not, in the productive regions of the
earth, so great a multitude as to suffice during an indefinite time for a

rapidly growing demand, without an increasing strain on the pro
ductive powers of the soil. To obtain auxiliary supplies of corn
from the interior in any abundance, is, in the existing state of the
communications [1871], in most cases impracticable. By improved
roads, and by canals and railway_ the obstacle will eventually be
so reduced as not to be insuperable : but this is a slow progrem; in all
the food-exporting countries except America, a very slow progress ;
and one which cannot keep pace with population, unless the increase
of the laat is very effectually restrained.

In the next place, even if the supply were drawn from the
whole instead of a small part of the surface of the exporting countries,
the quantity of food would still be limited, which could be obtained

from them without an increase of the proportional cost. The coun-
tries which export food may be divided into two classes ; those in
which the effective desire of accumulation is strong, and those in
which it is weak. In Australia and the United States of America,
the effective desire of accumulation is strong; capital _ increases
fast, and the production of food might be very rapidly extended.
But in such countries population also increases with extraordinary
rapidity. Their agriculture has to provide for their own expanding
numbe_ u well as for those of the importing couutnea They
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must, therefore, from the nature of the case, be rapidly driven
if not to leas fertile, at least what is equivalent, to remoter and le_
accesaibh lands, and to modes of cultivation like those of old coun-
tries, leu productive in proportion to the labour and expense.

But the countries which have at the same time cheap iood and
great industrial prosperity are few, being only those in which the
arts of civilized life have been transferred fuU-grown to a rich and
uncultivated soil. Among old countries, those which are able to
export food, are able only because their industry is in a very hack-
ward state ; because cap/tel, and hence population, have never
increased sufficiently to make food rise to a higher price. Such
countries are [1848] Russia, Poland, and the plains of the Danube.
In those regions the effective desire of accumulation is weak, the
arts of production most imperfect, capital scanty, and its increase,
especially from domestic sources, slow. When an increased demand
arose for food to be exported to other countries, it would only be
very gradually that food could be produced to meet it. The capif_J
needed could not be obtained by transfer from other employments,
for such do not exist. The cottons or hardware which would be

received from England in exchange for corn, the Russians and Poles
do not now produce in the country : they go without thenL 8ores-
thing might in time be expected from the increased exertions to
which produeere would be stimulated by the market opened for
their produce ; but to such increase of exertion, the habits of coun-
tries whcee agricultural population consists of serfs, or of peasants
whohave but just emergedfrom a servile condition, are the reverse of
favourable, and even in this age of movement these habits do not
rapidly change. If a greater outlay of capital is relied on as the
source from which the produce is to be increased, the means must
either be obtained by the slow process of saving, under the impulse
given by new commodities and more extended intercourse (and in
that cue the population would most likely increase as fast), or
must be brought in from foreign countries. H England is to obtain
a rapidly increasing supply of corn from Russia or Poland, English
capital must go there to produce it. This, however, is attended
with m many dii_culties, as are equivalent to great positive dis-
advantageL It is opposed by differences of language, diflerencm
of manners, and a thousand obstacl_ arising from the institutious
and social relations of the country; and after all-it would in-
evitably so ethnulate Population on the spot, that nearly all the
increase of food produced by ira means would probably be
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_ousumed without leaving the country : 8o that, if it were not the

almost only mode of introducing foreign arts and ideas, and giving
an effectual spur to the backward civilization of those countries,
little reliance could be placed on it for increasing the exports, and
supplying other countries with a progressive and indefinite increaso

of food. But to improve the civilization of a country is a stow
process, and gives time for so greet an increase of population both
in the country itself, and in those supplied from it, that its effect in
keeping down the price of food against the increase of demand is not
likely to be more decisive on the scale of all Europe, than on the
smaller one of a particular nation.

The law, therefore, of dimln_hing return to industry, whenever
population makes a more rapid progress than imprcvement, is not
solely applicable to countries which are fed from their own soil, but

in substance applies quite as much to those which are wil}ing to draw
their food from any accessible quarter that can afford it cheapest.
A sudden and great cheapening of food, indeed, in whatever manner
produced, would, like any other sudden improvement in the arts oi
life, throw the natural tendency of affairs a stage or two further back,

though without altering its course. 1 There is one contingency
connected with freedom of importation, which may yet produce
temporary effects greater than were ever contemplated either by the
bitterest enemies or the most ardent adherents of free-trade in iood_

Maize, or Indian corn, is a product capable of being supplied in quan-
tity sufficient to feed the whole country, at a cost, allowing for
difference of nutritive quality, cheaper even than the potato. If
maize should ever substitute itself for wheat as the staple food of the
poor, the productive power of labour in obtaining food would be so

1 [This one sentence replaced in the 3rd ed. (1852)the following passage Of
the original text : "If, indeed, the release of the corn trade from restriction had
produced, or shouldstillproduce, a suc_..pncheapening of food, this, like any
other sudden unprovement m the arts of life, would throw the natural tendency
of affairsa stage or two further back, hut without at all altering its course.
There would be more for everybody in the first instance ; but this morewould
begin jmmedi_tel.y and continue always to grow lea, so)ong as population
went on m_n_ unaceoml_,n_ Dy other events of a countervailing
tendency.

•' Whether the repealof the corn laws is likely, even temporarily, to give any
considerable increase_of.margin.forpopulation to fill up, it would he premature
asyet to attempt to decree. All the elements of the question have been thrown
into temporary disorderby the consequencesof bad harvests and of the potatoe
failure. Bu_ as far as can be foreseen, there seems little reason to expect I
importation of the oitomarv arctics of food either so great in itself, or capable
of such rapid jnoreue, u to interfere mtwh with the operation of the general
kw.']
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enomously increased, and the expense of maintaining a family so
tllminished, that it would require perhaps some generations for
population, even if it started forward at an American pace, to over-
take this great accession to the facilities of its support_

§ 4. Besides the importation of corn, there is another resource
which can be invoked by a nation whose increasing numbers press
hard, not against their capital, but against the productive capacity
of their land : I mean Emigration, especially in the form of Coloniza-
tion. Of this remedy the efficacy as far as it goes is real, since it
consists in seeking elsewhere those unoccupied tracts of fertile land,
which if they existed at home would enable the demand of an increas-
ing population to be met without any falling off in the productive-
ness of labour. Accordingly, when the region to be colonized is
near at hand, and the habits and tastes of the people sufficiently
migratory, this remedy is completely effectual. The migration
from the older parts of the American Confederation to the new
territories, which is to all intents and purposes colonization, is what
enables population to go on unchecked throughout the Union without
having yet diminished the return to industry, or increased the diffi-
culty of earning a subsistence. If Australia or the interior of Canada
were as near to Great Britain as Wisconsin and Iowa to New York ;
if the superfluous people could remove to it without crossing the sea,
and were of as adventurous and restless a character, and as little

addicted to staying at home, as their lrinsfolk of New England, those
unpeopled continents would render the same service to the United
Kingdom which the old states of America derive from the new. But,
these things being as they are--though a judiciously conducted
emigration is a most important resource for suddenly lightening the
pressure of population by a single effort--and though in such an
extraordinary case as that of Ireland under the threefold operation of
the potato failure, the poor law, and the general turning-out of
tenantry throughout the country, spontaneous emigration may at
a particular crisis remove greater multitudes than it was ever pro-
posed to remove at once by any national scheme 1 ; it still rem_ini
to be shown by experience s whether a permanent stream of emigra-
tion can be kept up, sufficient to take off, as in America, all that
portion of the annual increase (when proceeding at its greatest

i [The roforenoo to Ireland (" imd though . . . _homo ") was inserted in
tl_ 3_I ed. (1852).]

s [So from the 6th ed. (1865). The original ran : " There is no probability
th6t even under the meet eIflightenod arrana_me_taa permanent ,tream, &_"]
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rapidity) whieh_ being in excess of the progress made during the eame
short period in the arts of life, tends to render living more dimcu]t
for every average]y-situated individual in the community. And
unless this can be done, emigration cannot, even in an economical

point of view, dispense with the necessity of checks to population.
Farther than _ we have not to speak of it in this place. The
general subiect of colonization as a practical question, its importance
to old countries, and the principles on which it should be conducted,
will be discnssed at some length in a subsequent portion of thk
treat_
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DISTRIBUTION

CHAPTER I

07 PROPERTY

§ 1. The principles which have been set forth in the first part o!
this _reatise, are, in certain res_pects, strongly distinguished from
those on the consideration of which we are now about to enter.

The laws and conditions of the Production oi wealth partake of the
character of physical truths. There ia nothing optional or arbitrary
in them. Whatever manh-iud produce, must be produced in the
modes, and under the conditions, imposeat by the constitution of
external things, and by the inherent properties of their own bodily
and mental structure. Whether they like it or not, their produc-
tions will be limited by the amount of their previous accumulation,
and, that being given, it will be proportional to their energy, their
skill, the perfection of their machinery, and their iudicious use of the
advantages of combined labour, Whether they like it or not, a
double quantity of labour will not raise, on the same land, a double

quantity of food, unless some improvement fakes place in the pro-
ceases of cultivation, Whether they like it or not, the unproductive
expenditure of individuals will Fro taato tend to impoverish the com-
muaity, and only their productive expenditure will enrich it. The
opinions, or the wishes, which may _Tist on these different matters,
do not control the things themselves. We cannot, indeed, foresee
to what extent the modes of production may be altered, or the
productiveness of labour increased, by future extensions of our

knowledge of the laws of nature, suggesting new processes of industry
of which we have at present no conception. But howsoever we
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may succeed in maH_g for ourselves more space within the limits
set by the constitution of things, we know that there must be limits.
We cannot alter the ultimate properties either of matter or mind.
but can only employ those properties more or less successfully, to
bring about the events in which we are interestecL1

It is not so with the Distribution of wealth. That is a matter

of human institution solely. The things once there, manl_nd,
individually or coUectively, can do with them as they like. They
can place them at the disposal of whomsoever they please, and on
whatever terms. Further, in the social state, in every state except
total solitude, any disposal whatever of them can only take place
by the consent of soclety,g or rather of those who dispose of its
active force. Even what a person hsz produced by his individual
toil, unaided by any one, he cannot keep, unless by the permi_ion
of society. Not only can society take it from hlm_ but individuals
could and would take it from him, if society only remained passive ;
if it did not either interfere en _se, or employ and pay people for
the purpose of preventing him from being disturbed in the possession.
The distribution of wealth, therefore, depends on the laws and cus-
toms of society. The rules by which it is determined are what the
opinions and feelings of the ruling portion of the community make
them, and are very different in different ages and countries; and
might be still more different, if mankind so chose.

The opinions and feelings of mankind, doubtless, are not a matter
of chance. They are consequences of the fundamental laws of human
nature, combined with the existing state of knowledge and experi-
ence, and the existing condition of social institutions and intel-
lectual and moral culture. But the laws of the generation of human
opinions are not within our present subject. They are part
of the general theory of human progress, a far larger and more
difScult subject of inquiry than political economy. We have here
to consider, not the causes, but the consequences, of the rules accord°
ing to which wealth may be distributed. Those, at least, are as
little arbitrary, and have as much the character of physical laws,
as the laws of production. Human beings can control their own

1 [So sinee the _ml eel (1852). The original ran : "But howsoever . . .
thlnmt, thoee limits _ ; there are ultimate laws, which we did not make,
whieh we eannot alter, and to whieh we ean only eor_orm."]

s [The eoneluding words of this sentenee were added in the &ded., and
Ngeneral" was deleted before "eonsent." In the next eentenee the keepingol
property wu made to depend on _ the permimion" e_d not on " the _ '_et
imeiety.]
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acts, but not the consequences of their acts either to themselves or
to others. Society can subject the distribution of wealth to whatever
rides it t.hln]rs best : but what practical results will flow from the
operation d those rules must be discovered, like any other physical
or mental truths, by observation and reasoning.

We proceed, then, to the consideration of the di_erent modes of
distributing the produce of land and labour, which have been adopted
in practice, or may be conceived in theory. Among these, our atten-
tion is first claimed by that pdmazy and fundamental institution,
on which, unless in some exceptional and very limited cases, the
economical arrangements of society have always rested, though in
its secondary features it has varied, and is liable to vary. I mean,

course, the institution of in_vidual property.

§ 2. Private property, as an institution, did not owe its origin
to any of those considerations of utility, which plead for the mainten-
ance of it when established. Enough is known of rude ages, both
from history and from analogous states of society in our own time, to
show that tribunals (which always precede laws) were orig_mally
established, not to determine rights, but to repress violence and
terminate quarreis. With this object chiefly in view, they naturally
enough gave legal effect to first occupancy, by treating as the
aggreasor the person who first commenced violence, by turning,
or attempting to turn, another out of possession. The preservatio_
of the peace, which was the original object of civil government,
was thus attained: while by confirming, to those who already
possessed it, even what was not the fruit of personal exertion, a
guarantee was incidentally given to them and others that they
would be protected in what was so.

In considering the institution of property as a question in social
philosophy, we must leave out of consideration its actual origin in
any of the e_sting nations of Europe_ We may suppose a com-
munity nnh_mpered by any previous possession ; a body of colonists,
occupying for the first time an nnlnh_bited country ; bringing nothing
with them but what belonged to them in common, and having a
clear field for the adoption of the institutions and polity which they
judged most expedient ; required, therefore, to choose whether they
would conduct the work of production on the principle of individual
property, or on some system of common ownership and collective
regency.

H private property were adopted, we must presume that it would
H2
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be accompanied by none of the initial inequalities and injustices
which obstruct the beneficial operation of the principle in old
societies. Every full grown man or woman, we must suppose,
would be secured in the unfettered use and disposal of his or her

bodily and mental faculties; and the instruments of production,
the land and tools, would be divided fairly among them, so that all
might start, in respect to outward appliances, on equal terms.
It is possible also to conceive that in this original apportionment,
compensation might be made for the injuries of nature, and the
balance redressed by assigning to the less robust members of the

communit_r advantages in the distribution, eut_cient to put them
on a par with the rest. But the division, once made, would not
again be interfered with; individuals would be left to their own
exertions and to the ordinary chances, for making an advantageous

use of what was assigned to them. If individual property, on the
contrary, were excluded, the plan which must be adopted would be
to hold the land and all instruments of production as the joint

property of the community, and to carry on the operations of
industry on the common account. The direction of the labour of
the community wul,ld devolve upon a magistrate or magistrates,
whom we may suppose elected by the suffrages of the community,
and whom we must assume to be voluntarily obeyed by them. The
division of the produce would in like manner be a public act. The

principle might either be that of complete equality, or of appog_n-
ment to the necessities or deserts of individuals, in whatever mamlez

might be conformable to the ideas of justice or policy prevailing
in the community.

Examples of such associations, on a mall scale, are the monas_
orders, the Moravians, the foUowe2z of Rapp, and others : and from
the hopes 1 which they hold out of relief from the miseries and
iniquities of a state of much inequality of wealth, schemes for a
larger application of the same idea have reappeared and become
popular at all periods of active speculation on the fi_t principles of
so,sty. In an age like the pzescnt [1848], when a general recon-
sideration of all first principles is felt to be inevitable, and when more
than at any former period of history the su_ering portions of the
eommm_ty have a voice in the discussion, it was impossible but
that ideas of this natuge should spread far and wide._ The late

, [so _ee the _d _L (xs52_ _ the _ "the plmdb_m_edy."]
s [Here followed in the origimdtext the following Immage: "OW_i.m_ or

8oei'_li_m,in this eoentry,sad Co_uni_m on theeontinent_arethe most
Wev_iling forms of the doet_m. Thee imppose• demomttle gove_nmmtt
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revolutions in Europe have thrown up a great amount of speculation
of this character, and an unusual share of attention has consequently
been drawn to the various forms which these ideas have assumed :

nor is this attention likely to diminmh_ but on the contrary, to
increase more and more.

The assailants of the principle of individual property may be
divided into two classes: those who_ scheme implies absolute
equality in the distribution of the physical means of life and enjoy-
ment, and those who admit inequality, but grounded on some
principle, or supposed principle, of iustice or general expediency, and
not, like so many of the existing social inequalities, dependent on
accident alone. At the head of the first class, as the earliest of

those belonging to the present generation, must be placed Mr. Owen
and his followers. M. Louis Blanc and M. Cabot have more recently
become conspicuous as apostles of similar doctrines (though the
former advocates equality of distribution only as a transition to a

still higher standard of justice, that all should work according to
their capacity, and receive according to their wants). The charac-
teristic name for this economical system is Communism_ a word
of continental origin, ouly of late introduced into this country.
The word Socialism, which originated amongthe English Communists,
and was assumed by them as a name to designate their own doc-
trine, is now [1849], on the Continent, employed in a larger sense ;
not necesearfly implying Communism, or the entire abolition of

private property, but applied to any system which requires that the
land and the instruments of production should be the property, not

the industry and handsof society, and su equal division of the fruits. In the
more elaborate and refined form of the same scheme, which obtained a tempo-
rary celebrity under the name of St, Simonism, the administering authority
was supposed to be a monarchy or aristocracy, not of birth but of c_pacity ;
tke remuneration of asoh member of the community being by salary, proper-
Idonedto the importanceof the services supposed to be rendered by each to the
1_ral body."

This was replaced in the 2nd ed. (1849_ by the present refe_moe to the
late revolutions in Europe," and by the following paragraph, dividing " the
asu_n/_ of the principleof lndi_dual _?_I_e_y" into twoc!assc_ The present
form, however, Of the clause beginning" Nor mthis attention "dates from the
8rded. (1852_ In the 2nd it ran: " This attention is not likely to diminiah ;
attaeks on the institution of property,be_ag, in the existlng state of human
intelleot, a natural expresmonof the discontent of all those elates on whom,
tn whatever manner, the present constitution o_ society bears h&rdly: and it
is a asio prediction that, unless the pr_. of the human mind can be oheo_
such sl_dw_s will nev_ oease, until the laws of property are freed from
whoever pert/on of injust/oe they contain, and until whatever/s well grounded
in the o"pro/oresmi ]_,,itimstein the s/re. _ it_ asasil_tg i_ adop_d iBto the
framework o__lety."]
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of individuals, but of communities or associations, or of the govern-
ment. Among such systems, the two of highest intellectual pre-
tension are those which, from the names of their real or reputed
authors, have been called St. Simonism and Fouriedsm ; the former

defunct as a system, but which during the few years of its public
promulgation sowed the seeds of nearly all the Socialist tendencies
which have since spread so widely in France : the second, still [1865]
flourishing in the number, talent, and zeal of its adherent_

§ 3.1 Whatever may be the merits or defects of these various
schemes, they cannot be truly said to be impracticable. No reason-
able person can doubt that a village community, composed of a
few thousand inhabitants, cultivating in joint ownership the same
extent of land which at present feeds that number d people, and
producing by combined labour and the most improved processes
the manufactured articles which they required, could raise an
amount of productions sufficient to maintain them in comfurt;
and would find the means of obtaining, and if need be, exacting,
the quantity of labour necessary for this purpose, from every
member of the association who was capable d work.

The objection ordinarily made to a system of community d pro-
perry and equal distribution of the produce, that each person would
be incessantly occupied in evading his fair share of the work, points,
undoubtedly, to a real dimcnlty. But those who urge this objection
forget to how great an extent the same difficulty exists under the
system on which nlne-tenths of the bn_iness of society is now
conducted. The objection supposes, that honest and efficient
iaboar is only to be had from those who axe themselves individually
to reap the benefit of their own exertions. But how small a part
d all the labour performed in England, from the lowest-paid to the
highest, is done by persons working for their own benefit. From
the Irish reaper or hodman to the chief justice or the minister of state,
nearly all the work d society is remunerated by day wages or fixed
salaries. A factory operative has less personal interest in his work
than a member of a Communist association, since he is not, like him_

[The whole of this _e_lon w_ ro_titten.ih ti_ _rd ed. (1_2), with the
mid of _me pam_es from the _ ed. (1849), for the rea_a _s.ted in
the l>--n_ee to the 3rd edition, The present first paragraph of § 4 wm
added, and the next paragraph modred by the omen of the aa_rtion that
the arguments of § $ while" not s,,pplieableto St. Simoniem"_ to !_ m_d,
"eoneltudve a_slmt Communism. F_ the o"r_nAl te_ _ | $ see Al_mmiiz
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worldng for a partnership of which he is himself a member
It will no doubt be said, that though the labourers themselves have

not, in most cases, a personal interest in their work, they are watched
and superintended, and their labour directed, and the mental part
of the labour performed, by persons who have. Even this, however,
is far from being universally the f_ct_ In all public, and many
of the largest and most successful private undertakings, not only
the labours of detail but the control and superintendence are
entrusted to _daried officers. And though the "master's eye,"
when the master is vi_Aant and intelligent, is of proverbial value,
it must be remembered that in a Socialist farm or manufactory,
each labourer would be under the eye not of one master, but of the
whole community. In the extreme case of obstinate perseverance
in not performing the due share of work, the community would
have the same resources which society now has for compelling
conformity to the necessary conditions of the association. Dismissal,
the only remedy at present, is no remedy when any other labourer
who may be engaged does no better than his predecemor: the
power of dismissal only enables an employer to obtain from his
workmen the customary amount of labour, but that customary
labour may be of any degree of ineF_ciency. Even the labourer who
loses his employment by idleness or negligence, has nothing worse
to suffer, in the most unfavourable case, than the discipline of a
workhouse, and if the desire to avoid this be a sufficient motive in

the one system, it would be sufficient in the other. I am not
undervaluing the strength of the incitement given to labour when
the whole or a large share of the benefit of extra exertion belongs
to the labourer. But under the present system of industry this
incitement, in the great majority of cases, does not exit. H
Commu_iRtic labour might be less vigorous than that of a peasant
proprietor, or a workman labouring on his own account, it would
probably be more energetic than that of a labourer for hire, who
has no personal interest in the matter at alL The neglect by the
uneducated classes of labourers for hire of the duties which they
engage to perform, is in the present state of society most flagrant_
Now it is an admitted condition of the Communist scheme that all

shall be educated: and this being supposed, the duties of tha
members of the association would doubtless be as diligently per-
formed as those of the generality of salaried omcers in the middle
or higher classes ; who are not supposed to be necessarily unfaithful
to their trust, because so long as they ate not dismissed, their pay
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is the same in however lax a manner their duty is f_d611ed. Un.
doubtedly, as a general rule, remuneration by fixed salaries does
not in any class of functionaries produce the maximum of zeal:
and tiffs is as much as can be zeasonably alleged against Communistic
labour.

That even this inferiority would necessarily exist, is by no means
m certain as is assumed by those who are little used to carry
their minds beyond the state of things with which they are familiar.
Mankind are capable of a far greater amount of public spirit than
the present age is accustomed to suppose possible. History bears
witmeea to the euccem with which large bodies of human beings
may be trained to fed the public interest thei_ ow_ And no soil
could be more favourable to the growth of such a fe_lln_ than a
Commnnlat Mation, s_uce all the ambition, and the bodily
and mental activity, which are now exerted in the pursuit of separate
and self-regarding interests, would require another sphere of employ-
ment, and would naturally find it in the pursuit of the general
benefit of the communify. The same cause, so often a_igned in
explanation of the devotion of the Catholic priest or monk to the
interest of his order--that he hamno interest apart from it--would,
under Communlam, attach the citizea to the community. And
independently of the public motive, every member of the association
would be amenable to the most universal, and one of the strongest,
of personal motives, that of public opinion. The force of this
motive in deterring from any act or omission positively reproved
by the community, no one is likely to deny ; but the power also
of emulation, in exciting to the most s_enuous exertions for the
sake of the approbation and admiration of others, is borne wit_ess
to by experience in every situation in which human beings publicly
compete with one another, even if it be in thin_ frivolous, or from
which the public derive no benefit. A contest, who can do moet for
the common good, is not the kind of competition which Socialists
repudiate. To what extent, therefore, the energy of labour would
be diminiRhed by COmmuBISln" Or whether in the long run it would
be dimlni_hed at all, must be considered for the print [1852]
an undecided question.

Another of the objections to Comm_ is similar to that
I10 often urged again_ poor laws: that if every member d the
community were assured Of subsistence for himself and any
number of children, on the mh condition of wl]fingneea to work.
pnldential reetmint on the multiplication of mankind would be
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a_ an end, and population would start forward at a rate which
would reduce the community, through successive stages of increasing
discomfort, to actual starvation. There would certainly be much
ground for this apprehension if Communism provided no motives
to restraint, equivalent to those which it would take away. But
CommnniMm is precisely the state of things in which opinion might
be expected to declare itself with greatest intensity against this
kind of selfish intemperance. Any augmentation of numbers
which diminished the comfort or increased the toil of the mass,
would then cause (which now it does not) immediate and unmis-
takeable inconvenience to every individual in the association ;
inconvenience which could not then he imputed to the avarice

of employers, or the unjust privileges of the rich. In such altered
circumstances opinion could not fail to reprobate, and if reprobation
did not suffice, to repress by penalties of some description, this or
any other culpable self-indulgence at the expense of the community.
The Communistic scheme, instead of being peculiarly open to the
objection drawn from danger of over-population, has the recom-
mendation of tending in an especial degree to the prevention d that
eviL

A more real difficulty is that of fairly apportioning the labour
of the community among its members. There are many kinds
of wc_k, and by what standard are they to be measured one against
another ? Who is to judge how much cotton spinning, or dis-
tributing goods from the stores, or bricldaying, or chimney sweeping_
is equivalent to so much ploughing T The dit_iculty of making
the adjustment between different qualities of labour is so strongly
felt by Communist writers, that they have usual]y thought it neces-
sary to provide that all should work by turns at every description of
useful labour: an arrangement which, by putting an end to the
division of employments, would sacrifice so much of the advantage
of co-opera're production as greatly to diminish the productiveness
of labour. Besides, even in the same kind of work, nominal

equality of labour would be so great a real inequality, that the
feeling of justice would revolt againxt its being enforced. All persous
are not equally fit for all labour ; and the same quantity of labour
is an unequal burthen on the weak and the strong, the hardy and
the delicate, the quick and the slow, the dull and the intelligent.

But these difficulties, though real, are not necessarily insuperable. _
The apportionment of work to the strength and capacities of in,
dividuats, the mitigation of a general rule to provide for cases in
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which it would operate harshly, are not problems to which hnm__
intelligence, guided by a sense of justice, would be inadequate,
And the worst and most uniust arrangement which could be made

of these points, under a system aiming at equality, would be so
far short of the inequality and injustice with which labour (not to
speak of remuneration) is now apportioned, as to be scarcely worth
counting in the comparison. We must remember too, that Com-
munism, as a system of society, exists only in idea; that its
di_cnlties, at present, are much better understood than its resources ;
and that the intellect of mankind is only beginning to contrive
the means of organizing it in detail, so as to overcome the one
and derive the greatest advantage from the other. 1

If, therefore, the choice were to be made between Communism
with all its chances, and the present [1852] state Of society with

all its sufferings and injustices ; if the institution of private property
necessarily carried with it as a consequence, that the produce of
labour should be apportioned as we now see it, almost in an inverse
ratio to the labour--the largest portions to those who have never
worked at all, the next largest to those whose work is almost nominal,
and so in a descending scale, the remuneration dwindling as the
work grows harder and more di_sgr_able, until the most fi_tiglfing
and exhausting bodily labour cannot count with certainty on being
able to earn even the necessaries of life; if this or Commnni_m
were the alternative, all the difficulties, great or small, of Commlmi_m
would be but as dust in the balance. But to make the comparison
applicable, we must compare Communism at its best, with the
r6gime of individual property, not as it is, but as it might be made.
The principle of private property has never yet had a fair trial
in any country ; and less so, perhaps, in this country than in some
others. The social arrangements of modem Europe commenced
from a distribution of property which was the result, not of just
partition, or acquisition by industry, but of conquest and violence :
and notwithstanding what industry has been doing for many
centuries to modify the work of force, the system still retains many
and large traces of its origin. The laws of property have never yet
conformed to the principles on which the justification of private
property rests. They have made property of things which never
ought to be property, and absolute property where only a qusli_od
• I [The last sentence of this paragraph(" The impossilAlity of foreseeingand
prescribingthe exact mode in whichits diflloultimshould bedea]t with, does
p_ve that it rosy not be the best and the ultimate form of human society ")
mw omitted in the 4th ed. (1857).]
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property ought to exist. They have not held the balance fairly
between human beings, but have heaped impediments upon
some, to give advantage to others; they have purposely fostered
inequalities, and prevented all from starting fair in the race. That
all should indeed start on perfectly equal terms is inconsistent with
any law of private property: but if as much pains as has been
taken to aggravate the inequality of chances arming from the natural
working of the principle, had been taken to temper that inequality
by every means not subversive of the principle itself ; if the tendency
of legislation had been to favour the diffusion, instead of the con-
_entration of wealth--to encourage the subdivision of the large
masses, instead of striving to keep them together ; the principle of
individual property would have been found to have no necessary
connexion with the physical and social evils which almost all Socialist
writers assume to be inseparable from it.

Private property, in every defence made of it, is supposed to
mean the guarantee to individuals of the fruits of their own labour
and abstinence. The guarantee to them of the fruits of the labour
and abstinence of others, transmitted to them without any merit
or exertion of their own, is not of the essence of the institution,

but a mere incidental consequence which, when it reaches a certain
height, does not promote, but conflicts with, the ends which rende_
private property legitimate. To judge of the final destination of
the institution of property, we must suppose everything rectified
which causes the institution to work in a manner opposed to that
equitable principle, of proportion between remuneration and exertion,
on which in every vindication of it that will bear the light it is
assumed to be grounded. We must also suppose two conditions
realized, without which neither Communism nor any other laws or
institutions could make the condition of the mass of mankind

other than degraded and miserable. One of these conditions is
universal education ; the other, a due limitation of the numbers

of the community. With these there could be no poverty, even
under the present social institutious : and these being supposed,
the question of Socialism is not, as generally stated by Socialists,
a question of flying to the sole refuge against the evils which now
bear down humanity ; but a mere question of comparative advan-
tages, which futurity must determine. We are too ignorant either
of what individual agency in its best form, or Socialism in its be_t
term, can accomplish, to be qualified to decide which of the two
will be the ultimate form d human society.
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If a conjecture may be hazarded, the decision will probably
depend mainly on one consideration, vi_ which of the two systems
is consistent with the greatest amount of human liberty and spon-
taneity. After the means of subsistence are assured, the next in

_ength of the personal wants of humRn beings is liberty; and
(unlike the physical wants, which as civilization advances become
more moderate and more amenable to contxol) it increases instead
of diminiahing in intensity as the intelligence and the moral faculties
are more developed. The perfection both of social arrangements
and of practical morality would be, to secure to all persons complete
independence and freedom of action, subject to no restriction
but that of not doing injury to others : and the education which

taught or the social institutions which required them to exchange
the control of their own actions for any amount of comfort or
affluence, or to renounce liberty for the sake of equality, would
deprive them of one of the most elevated characteristics of human
nature. It remains to be discovered how far the preservation
of this characteristic would be found compatible with the Com-
munistic organization of society. No doubt this, like all the other
objections to the Socialist schemes, is vastly exaggerated. The
members of the association need not be required to live together
more than they do now, nor need they be controlled in the disposal
of their individual share of the produce, and of the probably large
amount of leisure which, if they limited their production to things
really worth producing, they would possess. Individuals need
not be chained to an occupation, or to a particular locality. The
restxsints of Communism would be freedom in comparison with the
present condition of the majority of the human race. The generality
of labourers in this and most other countries have as little choice

of occupation or freedom of locomotion, are practically as dependent
on fixed rules and on the will of others, as they could be on any
system short of actual slavery ; to say nothing of the entire domestic
subjection of one half the species, to which it is the signal honour
of Owenism and most other forms of Socialism that they assign
equal fights, in all respects, with those of the hithert_ dominant sex.
But it is not by comparison with the presentbad state of society that
the claims of Commnnlam can be estimated ; nor i8 it sufficient that

it should promise greater personal and mental freedom than is
now enjoyed by those who have not enough of either to deserve
the nam_ The question is, whether there would be any asylum
left for individuality of character; whether public ol)inion would
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not be a tyrannical yoke; whether the almolute dependence d
each on all, and surveillance of each by all, would not grind all
down into a tame uniformity of thoughts, feelings, and actions.
This is already one of the glaring evils of the existing state of society,
notwithstanding a much greater diversity of education and pursuits,
and a much less absolute dependence of the individual on the mass,
than would exist in the Communistic r_gime. No society in which
eccentricity is a matter of reproach can be in a wholesome state.
It is yet to be ascertained whether the Communistic scheme would
be consistent with that multiform development of human nature,
those manifold unlikenesses, that diversity of tastes and talents,
and variety of intellectual points of view, which not only form a.

great part of the interest of human life, but by bringing intellects
into stimulating collision, and by presenting to each innumerable
notions that he would not have conceived of himself, are the main-

Spliug of mental and moral progression.

§ 4. I have thus far confined my observations to the Cor_
muni_tic doctrine, which forms the extreme limit of Socialism;
according to which not only the instruments of production, the
land and capital, are the joint property of the community, but
the produce is divided and the labour apportioned, as far as possible,
equally. The objections, whether well or ill grounded, to which
Socialism is liable, apply to this form of it in their greatest force.
The other varieties of Socialism mainly differ from Communism in
not relying solely on what M. Louis Blanc calls the point of honour
of industry, but retaining more or less of the incentives to labour
derived from private pecuniary interest. Thus it is already a modi-
fication of the strict theory of Communism when the principle is
professed of proportioning remuneration to labour. The attempts
which have been made in France to carry Socialism into practical
effect, by associations of workmen manufacturing on their own
account, z mostly began by sharing the remuneration equally,
without regard to the quantity of work done by the individual:
hut in almost every ease this plan was after a short time abandoned,
and recourse was had to working by the piece. The original prin-
ciple appeals to a higher standard of justice, and is adapted to a
much higher moral condition of human nature. The proportioning
of remuneration to work done is really just only in so far as the

z [Tim words "whiah am now," Le_ 1852, "very numerous,and in aouN
u_ee v_y _" wexe omitted in ttm 4th e(t. (1_7).]
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more or less of the work is a matter of choice : when it depends on
natural difference of strength or capacity, this principle of remunera-
tion is in_tself an injustice : it is giving to those who have ; asaignln_
most to those who are already most favoured by nature. Con-
sidered, however, as a compromise with the selfish type of character
formed by the present standard of morality, and fostered by the
existing social institutions, it is highly expedient ; and until educ_o
tion shall have been entirely regenerated, is far more likely to prove
immediately successful, than an attempt at a higher ideal.

The two elaborate forms of non-communistic Socialism known

as St. Simonism and Fottrierism are totally free from the objections
usually urged against Communism ; and though f_heyare open to
others of their own, yet by the great intellectual power which in
many respects distinguishes them, and by their large and philosophic
treatment of some of the fundamental problems of society and
morality, they may justly be counted among the most remarkable
productions of the past and present age.

The St. Simonian scheme does not contemplate an equal, but
an unequal, division of the produce; it does not propose that all
should be occupied alike, hut differently, according to their vocation
or capacity; the function of each being assigned, like grades in
a regiment, by the choice of the directing authority, and the
remuneration being by salary, proportioned to the importance, in the
eyes of that authority, of the function itself, and the merits of the
person who fulfils it. For the constitution of the r_]llng body,
different plans might be adopted, consistently with the essentis_ of
the system. It might be appointed by popular suffrage. In the
idea of the original authors, the rulers were supposed to be persons
of genius and virtue, who obtained the voluntary adhesion of the rest
by the force of mental superiority.l That the scheme might insome
peculiax states of society work with advantage is not improbable.
There is indeed a successful experiment, of a somewhat similar ]rind,
on record, to which I have once alluded; that of the Jesuits in
Paraguay. A race of savages, belonging to a portion of manl_nd
more averse to consecutive exertion for a distant object than any
other authentically known to us, was brought under the mental
._ominion of civilized and instructed men who were united among

[The next sentenceof the origi_ was omitted in the _d _L (1852).
" Society,thus constituted,wouldwearas diversifieda face as it do_ now;
could be still fullerof interestsad exeitement,wouldholdout even more
d_nd_t ¢dmulczto individualexertion,andwouldnourish,it is to befearedt
evenmore_f rivalriessad of Lnlmositiesthanat present."]
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_hemselves by a system of communi_ of gooda To the ab_lute
authority of these men they reverentially submitted themselves,
and were induced by them to learn the arts of civilized life, and to
practise labours for the community, which no inducement that
could have been offered would have prevailed on them to practise
for themselves. This social sys_m was of short duration, being
prematurely destroyed by diplomatic arrangements and foreign
force. That it could be brought into action at all was probably
owing to the immense distance in point of knowledge and intellect
which separated the few rulers from the whole body of the ruled,
without any intermediate orders, either social or intellectual. In
any other ci_cumstanoes it would prebably have been a complete
failure. It suppos_ an absolute despotism in the heads of the
association; which would probably not be much improved if the
depositaries of the despotism (contrary to the views of the authors
of the system) were vaned from time to time according to the result
of a popular canvass. But to suppose that one or a few hnman
beings, howsoever selected, could, by whatever machinery of
subordinate agency, be qualified to adapt each person's work to
his capacity, and proportion each person's remuneration to his
merits--to be, in fact, the dispensers of distributive justice 'to every
member of a community ; or that any use which they could make
of this power would give general satisfaction, or would be submitted
to without the aid of force--is a supposition almost too chimerical
to be reasoned against. A fixed rule, like that of equality, might
be acquiesced in, and so might chanoe, or an external necessity ; but
that a handful of human beings should weigh everybody in the
balance, and give more to one and less to another at their sole
pleasure and judgment would not be borne, unless from persons
believed to' be more than men, and backed by supernatural terrors.

1 The most skilfully combined, and with the greatest fo_ight
of objections, of all the forms of Socialism, is that commonly known
as Foufierism. This system does not contemplate the abolition of
private property, nor even of inheritance; on the contrary, it
avowedly takes into consideration, as an element in the distribution
of the produce, capital as well as labour. It proposes that the
operations of industry should be carried on by associations of about
two thousand members, combining their iabour on a diatriot of about
a square league in extent, under the guidance of ohieis selected by

add_ theaeOountof Fourierism,in this and the next threeparagraphs,was
ed.(1_}.1
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themm_vet In the distrlbutlon, a certain minimum k first _oued
for the substance of every member of the community, whethe_
capable or not of labour. The remainder of the produce k sharedin
cert_n proportions, to be determined beforehand, among the three
dements, Labour, _pital, end Talent. The capital of the com-
munity may be owned in unequs] shares by different membet_
who would in that case receive, as in any ether joint-stock company,
proportional dividends. The claim of each person on the share
of the produce apportioned to talent, k estimated by the grade or
rank which the individual occupies in the several _oups of labourers
to which he or she belongs ; these grades being in all cases conferred
by the choice of his or her companions. The remuneration, when
received, would not of necessity be expended or enjoyed in common ;
there would be separate ,n_z_es for all who preferred them, and no
other community of living is contemplated, than that all the members
of the association should reside in the same pile of bui]_in_ ; for
earing of labour and expense, not only in building, but in every
branch of domestic economy ; and in order that, the whole of the
buying and selling operations of the community being peHormed
by a single agent, the enormous portion of the produce of industry
now carried off by the profits of mere distributors might be reduced
to the smallest amount possible.

This eyetem, unlike Commuulsm, doeo not, in theory at lea_
withdraw any of the motivee to exertion which exist in the present
state of society. On the contrary, if the arrangement worked
according to the intentions of its contrivers, it would even etzengthen
those motives ; since each person would have much more certainty
of reaping individually the h_uitsof increased skill or energy, bodily
or mental, than under the present social arrangements can be felt
by any but those who are in the moet advantagcotm positious, or
to whom the chapter of accidents is more than o_i.m_ly favour-
able_ The Fourierists, however, have still another resource. They
believe that they have solved the great and fundamental problem
of rendering labour attractive. That thin k not impracticable,
they contend by very strong arguments; in par_c_ar by one
which they have in common with the Owenit_ vi_, that ecsreely
any labour, however severe, ezdergone by h1_m_ beinge for the
sake of subsistence, exceeds in intensity that which other human
beings, whose subsistenca is alreadyprovided for, am found ready and
even eager to undergo for pleama_ This certainly k a most _mi-
tcant fact. and one fzom whieh t_ _mdont in social philosophy
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may draw important in_uctiom But the argument founded on
it may easily be stretched too far. If occupations full of dis-
comfort and fatigue are freely pursued by many persons as amuse-
ments, who does not see that they are amusemente exactly because
they are pursued freely, and may be discontinued at pleasure ?
The liberty of quitting a position often makes the whole difference
between its being painful and pleasurable. Many a person rem_ius
in the same town, street, or house from January to December,
without a wish or a thought tending towards removal, who, if
confined to that same place by the mandate of authority, would
find the imprisonment absolutely intolerable.

According to the Fourierists, scarcely any kind of useful labour
is naturally and necessarily disagreeable, unless it is either regarded
as dishonourable, or is immoderate in degree, or destitute of the
stimulus of sympathy and emulation. Excessive toil needs not,
they contend, be undergone by any one, in a society in which there
would be no idle class, and no labour wasted, as so enormous an
amount of labour is now wasted, in useless things ; and where full
advantage would be taken of the power of association, both in
increasing the efficiency of production, and in economizing con.
smnption. The other _quisites for rendering labour attractive
would, they think, be found in the execution of all labour by social
groups, to any number of which the same individual might eimulta-
ncously belong, at his or her own choice : their grade in each being
determined by the degree of service which they were found capable
of rendering, as appreciated by the suffrages of their comrades.
It is inferred from the diversity of tastes and talents, that every
member of the community would be attached to several groups,
employing themselves in various kinds of occupation, some bodily
others mental, and would be capable of occupying a high place in
some one or more; so that a real equality, or something more
nearly approaching to it than might at first be supposed, would
practically result : not, from the compression, but, on the contrary
from the largest possible development, of the various natural
superiorities residing in each individual.

Even from so brief an outline, it mus_, be evident that this

system does no violence to any of the general laws by which human
action, even in the present imperfect state of moral and intellectual
cultivation, is influenced; _ _nd that it would be extremely rash to

I [The rem_nd_ d theparagraphas it now stands dates from tim 3rd cal.
(I_2_ In the 2nd ed. (1849) the paragraph went on from "infllmno_i" as
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pronounce it incapable of success, or n_fitt_d to realize a great part
of the hopes founded on it by its partisans. With regard to this, as to

all other car/sties of Socialism, the thing to be desired, and to which

they have a just el_im, is opportunity of trial They are all capable

of being tried on a moderate scale, and at no risk, either personal or

pecuniary, to any except those who try them. It is for experience

to det_mine how far or how soon any one or more of the possible
_/8t_ms of commlmity of property will be fitted to substitute itself

for the "organization of industry" based on private ownership of

OollOws: "All per_.ns would have.a prospect of deriving individual advaatnge
m every aegree ox mcour, ox abstinence, and of talent, which they individually

exercised. The impediments to success would not be in the principles of the
system, but in the unmanag_bl.e nature of i._ machinery. Before large bodies
oi human oemgs could be fit to live together m such close union, and still more,
before they would be capable of adjusting, by peaceful arrangement among
themselves, the relative claims of every clam or kind of labour and talent, and
of every individual in every class, & vast improvement in human character
must be. pres.up .p_. When it is considered that each person who would have
a voms m this adjustment would be a party interested in it, in every sense of the

---that each would be called on to _ part by vote in fixing both the
ve remuneration, and the relative estimation, of himself as compared with

all other labourers, _d of his own class of labour or talent as compared with
all others; the degree of disinterestedness and of freedom from vanity and
.ird.'tshility which would be required in such a commmfity from every individual
m it, would be such as is now only found in the _lite of humanity : while if those
qualities fell much short of the required standard, either the adjustment could
not be made at all, or, if made by a majority, would engender jealoudes and
disappointments destructive of the internal harmony on which the whole
working of the system avowedly depends. These, it is true, are difficulties, not
impossibilities :and the Fourierists, who alone among Soclal_ts are in a grcat
degree alive to the true conditions of the problem which they undertake to solve,
are not without ways and means of contending against these. With every
advance in education and improvement, their system tends to become le_
impracticable, and the very attempt to make it succeed would cultivate, in
those n_al_ing the attempt, many of the virtues which it requires. But we have
only yet considered the cas.e, of a single Fourierist community. When we
remember _nat the commumties themselves are to be the constituent units of
an organised whole, (otherwise competition would rage as actively between
rival communities as it now does between individual merchants or manufacturers, )
and that nothing less would be req_s.ite for the complete success of the scheme
than the organisation from a single centre of the whole industry of a nation,
and even of the world ; we may, without attempting to limit the ultimate
capabilities of human nature, affirm, that the political economist, for a con-
siderable time to come, will be chiefly concerned with the conditions of existence
and progress belonging to a acciety founded on private property and individual
coml_.tition ; and.that, ru.de as is the manner in which those two principles
apportion reward _o exertion and to merit, they must form the basis of the
principal improvements which can for the present be looked for in the econo-
mical condition of humanity."

far more considerable than the " " •
willing, to Lllow. Whatever nuty be the merit or demerit of their own sehemes
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land and capital. In the meantime we may, without attempting

to limit the ult_nate capabilities of hu_mAu nature, at_rm, that he

political economist, for a considerable t_me to come, will be chiefly
concerned with the conditions of existence and progress belon_ng

to a society founded on private property and individual competition ;

and that the object to be principally aimed at, in the present stage

of human improvement, m not the subversion of the system of in-

dividual property, but the improvement of it, and the full l)articipa-

tion of every member of the community in its benefits. 1

of _iety, they have hitherto shown themselves extremely ill acquainted with
the economical t_ws of the existing social system ; and have, in eonsequenoe,
habitually smumed as necessary effects of competition, evils which are by no
mesns inevitably _ttendAnt on it. It is from the influence of this erroneous
interpretation of e_sting facts, that many Sooialists of high principles and
attainments are ledto regardthe competitive system as radically inoomimtible

the eoonomicad weiLbeing of the nm_
"The prinoiple of private property has never yet had a fair trial," &o.,

now, supra, p. 208, and the remainder of that paragraph.
The chapter ended with the following paragraph, of which the first sentcooe

was retained later (supra, p. 209): "We are a4 yet too ignorant either of what
individual agency in its best form, or Soeislism in its best form, can accomplish,
to be qualified to decide whioh of the two will be the ultimate form of human
society. In the present stage of human imFrovement at least, it is not (I
eonoeive) the subversion of the system of individual property that should be
aimed at, but the improvement of it, mid the pa_ieipation of every memb_
of the community in its benefits. Far, however, from looking upon the vsrioul
classes of Socialists with any approach to disrespect, I honour the intention_ of
almost all who fire publicly known in that character, the acquirements and
talents of several, and I regard them, taken collectively, as one of the meet
valuable elements of human improvement now existing ; both from the impul_
they give to the l_onsidemtion and disotu_ion of all the most impo_snt
questionl, and from the idess they have contributed to many ; ideas from whioh
the moat a_lvsnoed supportem of the existing order of _eiety have still muoh
to l_rn."]

[See Appendix X, Mdl_ earl/_ a_d _ wv/_/_ o_ 8oabd/_t,and
Appendix L, _he _/d_k-'l_ o18o¢/a//sm.]
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§ 1. IT is next to be considered, what is included in the ides
of private property, and by what considerations the application o|
the principle should be bounded.

Theinstitution of property, when llm_ted to its eaBentialelements,
consists in the recognition, in each person, of a right to the exclusive
disposal of what he or she have produced by their own exertions,
or received either by gift or by fair agreement, without force or fraud,
from those who produced it. The foundation of the whole is the
right of producers to what they themselves have produced_ It may
be objected, therefore, to the institution as it now exists, that it
recognises rights of property in individmds over thln_ which they
have not produce(L For eT_mple (it may be said) the operatives in
a manufactory create, by their labour and skill, the whole produce ;
yet, instead d its belonging to them, the law gives them only their
stipulated hire, and transfers the produce to some one who has
merely supplied the funds, without perhaps contributing anything
to the work itself, even in the form of superintendence. The answer
to this is, that the labour d manufacture i_on_ one of the conditions
which must combine for the production of the commodity. The
labour cannot be carried on without materials and machinery, nor
without a stock of necessaries provided in advance to maintain the
labourers during the productio_ All these things are the fruits of
previous labour. If the labourem were possessed of them, they
would not need to divide the produce with any one; but while
they have them not, an equivalent must be given to those who
have, both for the antecedent labour, and for the abstinence by
which the produce of that labour, instead of being expended on
indulgences, has been reserved for this use. The capital may not
have been, and in most cases was not, created by the labour and
al_tinence of the present posse_or; but it was created by the
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labour and abstinence of some form_ person, who may indeed have
been wrongfully dispossessed of it, 1but who, in the present age of the
world, much more probably transferred his claims to the present
capitalist by gift or voluntary contract : and the abstinence at
least must have been continued by each successive owner, down
to the present, s If it be said, as it may with truth, that those
who have inherited the savings of others have an advantage which
they may have in no way deserved, over the industrious whose pre-
decessors have not left them anything; I not only admit, but
strenuously contend, that this unearned advantage should be cur-
tailed, as much as is consistent with justice to those who thought
fit to dispoae of their savings by giving them to their descendants.
But while it is true that the labourers are at a disadvantage com-
pared with those whose predecessors have saved, it is also true
that the labourers are far better off than if those predecessors had

not s_ved. They share in the advsntage, though not to an equal
extent with the inheritors. The terms of co-operation between
present labour and the fruits of past labour and saving, are a subject
for adjustment between the two parties. Each is nece_ ry to the
other. The capitalists can do nothing without labourers, nor the
labourers without capital, i If the labourers compete for employ-
ment, the capitalists on their part compete for labour to the full
extent of the circulating capital of the country. 4 Competition is
often spoken of as if it were necessarily a cause of misery and

• [This wss added in the 3rd ed. (1852). The original ran: UThe lsbouz
and abstinence of some former person, who, by gift or contract, tmn_e_red
his claims to the present c_pita_t."]

i _ _nd the next two sentences were added in the 3rd od.]
• [Here was omitted in the 3rd ed. the following imss_e of the _-igimfl :

"It nmy be said, they do not meet on an equal footing : the capitalist, as the
richer, can take advantage of the ILbourer'snecessities, and make his conditions
aahe pleaseL He could do so, undoubtedly, ff hewere but one_ The c_pitatists
collectively could do so, ff they were not too numerous to combine, _zi act as
&body. But, as things are, they have no such adv_mt_g_ Wherecombination
is impossible, the terms of the contra_t depend on competition, that is, on the
remount of capital which the collective abstinence of society Ires provided,
coml_ed with the number of the l_boure_L'_

[Thenext two sentences, down to the word "Ireland," replacedin the 2rid
_L (1849) the following Imm_e of the origmLi:

" A joint I_lmi_iatra_on on aoeount of the state wonl_dnot m_ke the fund go
furthez, or afford better terms to the l_boure_ unless either by enforcing, on
the society collectively, gre_ter _bstinence, or by limiting more strictly the
numhee of tim hLhourlngpopu_tiom It is impossible to increase the quotient
th_ _!_ to the share of each h_bom'ez,without either a,nm'nentingthe dividend,
ol_dimini_Lingthe diV_r, t'

To the Imb_tuted _ the word_ "and much . , . England _ we_
mdded ia tlu_ _t'ded.]
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degradation to the labouring class; as if high wages were not predsely
as much a product of competition as low wages. The remuneration
of labour is as much the result of the law of competition in the
United States, as it is in Ireland, and much more completely so
than in England.

The right of property includes then, the freedom of acquiring
by contract. The right of each to what he has produced impliee
a right to what has been produced by others, if obtained by their
free consent; since the producers must either have given it from
good will, or exchanged it for what they esteemed an equivalent,
and to prevent them from doing so would be to infringe their right
of property in the product of their own industry.

§ 2. Before proceeding to consider the things which the principle
of individual property does not include, we must specify one more
thing which it does include : and this is that a title, after a certain
period, should be given by prescription. According to the funda-
mental idea of property, indeed, nothing ought to be treated as
such, which has been acquired by force or fraud, or appropriated in
ignorance of a prior title vested in some other person; but it is
necessary to the security of rightful possessors, that they ahould not
be molested by charges of wrongful acquisition, when by the lapse
of time witnesses must have perished or been lost sight of, and the
real character of the transaction can no longer be cleared up.
Pos_mion which has not been legally questioned within a moderate
number of years, ought to be, as by the laws of all nations it
a complete title. Even when the acquisition was wrongful, the dis-
possession, after a generation has elapsed, of the probably bond fide
possessors, by the revival of a claim which had been long dormant,
would generally be a greater injustice, and almost always a greater
private and public mischief, than leaving the original wrong without
atonement. It may seem hard that a claim, originally just, should
be defeated by mere lapse of time ; but there is a time after which
(even looking at the individual case, and without regard to the
general effect on the security of peaseesors), the balance of hardship
turus the other way. With the iniustices of men, as with the con-
rulsions and disasters of nature, the longer they remain unrepaired,
the greater become the obstacles to repairing them, ariRing from the
aftergrowths which would have to be torn up or broken through.
In no human transactions, not even in the simplest and clearezt,
does it follow that a thing is fit to be done now, beeanse it wu fit
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to be done sixty years ago. It is scarcely needful to remark, that
_hesereasons for not disturbing acts of injustice of old date, _nnot
apply to unjust systems or insritutlous ; since a bad law or usage
is not one bad act, in the remote past, but a perpetual repetition of
bad acts, as long as the law or usage lasts.

Such, then, being the essentials of private property, it is now to
be considered, to what extent the forms in which the institution has
existed in different states of society, or stir exists, are necessary
consequences of its principle, or are recommended by the reasons
on which it is grounded.

§ 3. Nothing is implied in property but the right of each to his
(or her) own faculties, to what he can produce by them, and to what-
ever he can get for them in a fair market ; together with his right
to give this to any other person if he chooses, and the right of that
other to receive and enjoy it.

It follows, therefore, that although the right of bequest, or gift
after death, forms part of the idea of private property, the right of
inheritance, as distinguished from bequest, does not. That the pro-
perry of persons who have made" no disposition of it during their
dferime, should pass first to their children, and failing them, to the
nearest relations, may be a proper arrangement or not, but is no
consequence of the principle of private property. Although there
belong to the decision of such questions many considerations besides
those of political economy, it is not foreign to the plan of this work to
suggest, for the judgment of thinkers, the view of them which most
recommends itself to the writer's mind.

No presumption in favour of existing ideas on this subject is to
be derived from their antiquity. In early ages, the property of a
deceased person passed to his children and nearest relatives by so
natural and obvious an arrangement, that no other was lfl_ely to be
even thought of in competition with it. In the first place, they were
usually present on the spot : they were in possession, and if they had
no other rifle, had that, so important in an early state of society, of
first occupancy. Secondly, they were already, in a manner, joint
owners of his property during his life. If the property was in land,
it had generally been conferred by the State on a family rather than
on an individual : if it consisted of cattle or moveable goods, it had
probably been acquired, and was certainly protected and defended,
by the united efforts of all members of the family who were of an
age to work or fight. Exclusive individual property in the modern
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sense, seazeely entered into the ideas of the time; and when tim
first magistrate of the association died, he really left nothin_ vaeant
but his own share in the division, which devolved on the member

of the family who succeeded to his authority. To have disposed
of the property otherwise, would have been to break up a little
commonwealth, united by ideas, intereet, and habits, and to east
them adntt on the world. These considerations, though rather felt

than reasoned about, had so great an influence on the minds of man-
kind, as to create the idea d an inherent right in the children to the

possessions of their ancestor ; a right which it was not competent to
himself to defeat. Bequest, in a primitive state of society, was
seldom recognised ; a clear proof, were there no other, that property
was conceived in a manner totally different f_om the conception of it
in the present time.*

But the feudal family, the last historical form of patriarchal life,
has long perished, and the unit of society is not now the family or
clan, composed of all the reputed descendants of a common ancestors
but the individual; or at most a peir of individuals, with their
unemaneipsted children. Property is now inherent in individuals,
not in families : the children whefi grown up do not follow the occu-

pations or fortunes of the parent : if they participate in the parent's
pecuniary means it is at his or her pleasure, and not by a voice in the
ownenddp and government of the whole, but generally by the exelu-
eive enjoyment of a part ; and in this country at least (except as tax
as entails or settlements are an obstacle) it is in the power of paxents
to disinherit even their children, and leave their fortune to stingers.
More distant relatives are in general almost as completely detached
f_om the family and its interests as if they were in no way connected
with it. The only claim they are supposed to have on their richer
relations, is to a preference, c_ter/s part, us, in good oi_ces, and some
aid in case of actual necessity.

So great a change in the constitution d society must make a
considerable difference in the grounds on which the disposal of pro-
perty by inheritance should rest. The reasons usually assigned
by modern writers for giving the property of a person who dies
intestate to the children, or nearest relatives, axe, fizst, the supposi-
tion that, in so disposing of it, the law is more likely than in any other
mode to do what the proprietor would have done, if he had done
anything ; and secondly, the hardship, to those who lived with their

* [1862] See, for ad_L_ble illustmtiom of this and many klnd_dMr.Maine's profound wmt an Aae/ml Law asd/_ Re/a6_ to Mede_
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parents and partook in their opulence, of being cast down from the
enjoyments of wealth into poverty and privatio_

There is some force in both these arguments. The law ought,
no doubt, to do for the children or dependents of an intestate,
whatever it was the duty of the parent or protector to have done, 1
so far as this can be known by any one besides hlm_lf. Since, haw-
ever, the law cannot decide on individual clalr, a,but must proceed by

general rides, it is next to be considered what these rules should be.
We may first remark, that in regard to collateral relatives, it

is not, unless on grounds personal to the particular individual,
the duty of any one to make a peeuniAry provision for thenL No one
now expects it, unless there happen to be no direct heirs ; nor would
it be expected even then, if the expectation were not created by the

provisions of the law in case of intestaey. I see, therefore, no reason
why collateral inheritance should exist at all Mr. Bentham
long ago proposed, and other high authorities have agreed in the
opinion, that if there are no heirs either in the descending or in the
ascending line, the _roperty, in case of intestacy, should escheat to
the State. With respect to the more remote degrees of collateral
relationship, the point is not very likely to be disputed. Few will
maintain that there is any good reason why the accumulations
of some chi]diess miser should on his death (as every now and then

happens) go to enrich a distant relative who never saw him, who
perhaps never knew himae]f to be related to him until there was
something to be gained by it, and who had no moral claim upon him
of any kind, more than the most entire stranger. But the reason of
the case applies alike to all collaterals, even in the nearest degree.
Collaterala have no real clalm_, but such as may be equally strong
in the ease of non-relatives ; and in the one case as in the other,

where valid c]alma Affiiat, the proper mode of paying regard to them
is by bequest.s

l [The rest of this paragraph replaced in the 8rd ed. (1852) the following
original text : "but from accident or negligenoe or worse osuses he failed to
de. Whethe_ it would be possible, by means of a public admlnlatmter of
intestate e_tes, to t_ke cogniz_oe of special clainm and _ee justioe done in
detail, is s question of Jome difficulty into whioh I forbear to enter. I shah

e_lys oonsider what might with beet reason be laid down as a general rule."][From the _! ed. {1855)was omitted the following tmmageof the ori_Ti_LI:
•6H any near relstive_ known to be such, werein _ state of indigenee,adon_tk m
or s small pension, according to oireunmtanem,might, in cruseof intestacy, be
a_igned to them when the State appropriated the inheriUmoe. Thk would
bell juatie_ or a gener_ity, which they do not experienoe from the present l_w,
mh_eethat gives all _ the m eolktemk, however gre_ amy be the nee_
_im of them mo_ di_mt_"]
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The claims of children are of a different nature : they are real,
and indefeasible. But even of these, I venture to think that the
measure usually taken is an erroneous one : what is due to children
is in some respects underrate1, in others, as it appears to me, exagger-
ated. One of the most binding of all obligations, that of not brining
children into the world unless they can be maintained in comfort
during childhood, and brought up with a likelihood of supporting
themselves when of full age, is both disregarded in practice and made
light of in theory in a manner disgraceful to hnm_n intelligence.
On the other hand, when the parent possesses property, the claims of
the children upon it seem to me to be the subject of an opposite
error. Whatever fortune a parent may have inherited, or, still more,
may have acquired, I cannot admit that he owes to his children,
merely because they are his children, to leave them rich, without the
necessity of any exertion. I could not admit it, even if to be so
left were always, and certainly, for the good of the children them-
selves. But this is in the highest degree uncertain. It depends on
individual character. Without supposing extreme cases, it may be
affirmed that in a maiority of instances the good not only of society
but of the individuals would be better consulted by bequeathing to
them a moderate, than a large provision. This, which is a common-
place of moralists ancient and modem, is felt to be true by many
intelligent parents, and would be acted upon much more frequently,
if they did not allow themselves to consider leas what really is,
than what will be thought by others to be, advantageous to the
children.

The duties of parents to their children are theae which are
indissolubly attached to the fact of causing the existence of a human
being. The parent owes to society to endeavour to make the child
a good and valuable member of it, and owes tothe children to provide,
so far as depends on him, such education, and such appliances and
means, as will enable them to start with a fair chance of achieving
by their own exertions a successful life_ To this every child has a
claim ; and I cannot admit that, as a child, he has a claim to more.
There is a case in which these obligations present themselves in their
true light, without any extrinsic drcnmatances to disguise or conhme
them : it is that of an illegitimate child. To such a child it is gener-
ally felt that there is due from the parent, the amount of provision
for his welfare which will enable him to make his life on the whole a

dedrable on_ I hold that to no child, merely as such, anything more
is due, than what is admitted to be due to an illegitimate child :
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and that no child far whom thus much has been done, has, unless on
the score of previously raised expectations, any grievance, if the
remainder of the parent's fortune is devoted to public uses, or to the
benefit of individuals on whom in the paxent's opinion it is better
bestowed.

In order to give the children that fair chance of a desirable

existence, to which they are entitled, it is generally necessary that
they should not be brought up from childhood in habits of luxury
which they will not have the means of indul_ng in after-life. This,
again, is a duty often flagrantly violated by possessors of terminable
incomes, who have little property to leave. When the children of
rich parents have lived, as it is natural they should do, in habits
corresponding to the scale of expenditure in which the parents
indulge, it is generally the duty of the parents to make a greater
provision for them, than would suffice for children otherwise brought
up. I say generally, because even here there is another side to the
question. It is a proposition quite capable of being maintained,
that to a strong nature which has to make its way against narrow
circumstances, to have known early some of the feelings and experi-
ences of wealth, is an advantage both in the formation of character
and in the happiness of life. But allowing that children have a just
ground of complaint, who have been brought up to require luxuries
which they are not afterwards likely to obtain, and that their claim,
therefore, is good to a provision bearing some relation to the mode
of their bringing up ; this, too, is a claim which is particularly liable
to be stretched further than its reasons warrant. The case is exactly
that of the younger children of the nobility and landed gentry, the
bulk of whose fortune passes to the eldest son. The other sons, who
are usually numerous, are brought up in the same habits of luxury
as the future heir, and they receive as a younger brother's _ortion,
generally what the reason of the case dictates, namely, enough to
suppart, in the habits of life to which they are accustomed, them-
selves, but not a wife or children. It really is no grievance to any
man, that for the means of marrying and of supporting a tamily,
he has to depend on his own exertions.

A provision, then, such as is admitted to be reasonable in the case
of illegitimate children, for younger children, wherever in short the
iustice of the case, and the real interests of the individuals and ot
society, are the only things considered, is, I conceive, all that parents
owe to their children, and all, therefore, which the State owes to the
children of those who die intestst_ The surplus_ if any, I hold that

T
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it may tightly appropriate to the general purposm of the community
I would not, however, be supposed to recommend that parents should
never do more for their children than what, merely as children, they
have a moral right to. In some cases it is imperative, in many laud-
able, and in all allowable, to do much more. For this, however,
the means are afforded by the liberty of bequest. It is due, not to
the children but to the parents, that they should have the power of
showing mark of affection, of requiting services and sacrifices,
and of bestowing their wealth according to their own preferences,
or their own judgment of fitnem.

§ 4. Whether the power of bequest should itself be subject
to limitation, is an ulterior question of great importance. Unlike
inheritance ab int_sta_o,bequest is one of the attributes of property :
the ownership of a thing cannot be looked upon as complete without
the power of bestowing it, at death or during life, at the owner's
pleasure : and all the reasons, which recommend that private pro-
perty should exist, recommend pro ta_to this extension of it. But
property is only s means to an end, not itself the end. Like all other
proprietary rights, and even in a greater degree than most, the power
of bequest may be so exercised as to conflict with the permanent
interests of the human race. It does so, when, not content with
bequeathing an estate to A, the testator prescribes that on A's death
it shall pass to his eldest son, and to that son's son, and so on for
ever. No doubt, persons have occasionally exerted themselves more
strenuously to acquire a fortune from the hope of founding a family
in perpetuity ; but the mischief_ to society of such perpetuities out-
weigh the value of this incentive to exertion, and the incentives
in the case of those who have the opportunity of ma_ng large
fortunes are strong enough without it. A s_milar abnso of the
power of bequest is committed when a person who does the
meritorious act of leaving property for public uses,attempts to pre-
scribe the details of its apphcation in perpetuity; when in founding a
place ot education (for instance) he dictates, for ever, what doctrines
shall be taught. It being impossible that any one should know
what doctrines will be fit to be taught after he has been dead for
centuries, the ls'wought not to give effect to such dispositions of
property, unlem subject to the perpetual revision (after a certain
interval has elapsed) of a fitting authority.

There are obvious limitations. But even the dmplest exerci_
af the _ght of bequest_ ths_ of detm'ml.in_ the person to whom
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property shall psa_ immediately on the death of the testator, has
always been reckoned among the privileges which might be limited
or varied, according to views of expediency. The limitations,
hitherto, have been almost solely in favour of children. In England
the right is in principle unlimited, almost the only impediment being
that arising from a settlement by a former proprietor, in which case
the holder for the time being c_nnot indeed bequeath his possessions,
but only because there is nothing to bequeath, he having merely
a life interest. By the Roman law, on which the civil legislation of
the Continent of Europe is principally founded, bequest originally
was not permitted at all, and even after it was introduced, a/eg/_ima
pz_/o was compulsorily reserved for each child ; and such is still the
law in some of the Continental nations. By the French law since
the Revolution, the parent can only dispose by will, of a portion
equaltotheshareof onechild,eachof thechildren_ng an equal
portion. This entail, as it may be called, of the bulk of every one's
property upon the children collectively, seems to me as little defen-
sible in principle as an entail in favour of one child, though it does not
shock so directly the idea of justice. I cannot admit that 1parents
should be compelled to leave to their children even that provision
which, as children, I have contended that they have a moral claim to.
Uhildren may forfeit that claim by general unwort_hlness, or parti-
cular ill-conduct to the parents: they may have other resources
or prospects : what has been previously done for them, in the way
of education and advancement in life, may fully satisfy their moral
claim ; or others may have c]_ima superior to theirs:2

The extreme restriction of the power of bequest in French law
wu adopted as a democratic expedient, to break down the custom
of primogeniture, and counteract the tendency of inherited property
to collect in large masse& I agree in thinking these objects eminently
desirable ; but the means used are not, I thintr_the most judicious.
Were I fr_mlng a code of laws according to what seems to me best
in itself, without regard to exist_g opinions and sentiments, I
should prefer to restrict, not what any one might bequeath, but what
any one should be permitted to acquire, by bequest or inhe_tance.

s [So since the 3rd ed. (1852). The o"ngimd ran "It is quastionsble whether,'*

[From the 3rd ed. was here omitted the following pmmage of the original :
"But however the caus may be as to • mere provision, I hold that justice and
expediency are wholly a_d_t compelling •n3_dd_ beyond. That a pemon
should be certain from childhood of suceeeding to • iexge fortune independently
of thegoodwilland affectionof anyhumanbeing,is, uale_ underverytryout-
able irdiuenceeofotherkinds,almost• tatal _umstanec in Idavduo_on."]
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Each person should have power to dispose by will of his or her whole
property; but not to lavish it in enriching some one individual,
beyond a certain maximum, which should be fixed sufficiently high
to afford the means of comfortable independence. The inequalities
of property which arise from unequal industry, frugality, persever-
ance, talents, and to a certain extent even opportunities, are insepar-
able from the principle of private property, and if we accept the
principle, we must bear with these consequences of it: but I see
nothing objectionable in _ng. a limit to what any one may acquire
by the mere favour of others, without any exercise of his faculties,
and in requiring that if he desires any further accession of fortune,
he shall work for it.* I do not conceive that the degree of limitation
which this would impose on the right of bequest, would be felt as s

burthensome restraint by any testator who estimated a large fortune
at its true value, that of the pleasures and advantages that can be
purchased with it : on even the most extravagant estimate of which
it must be apparent to every one, that the difference to the happiness
of the possessor between a moderate independence and five times as
much is insignificant when weighed against the enjoyment that
might be given, and the permanent benefits diffused, by some other

disposal of the four-fifths. So long indeed as the opinion practically
prevails, that the best thing which can be done for objects of affection
is to heap on them to satiety those intrinsically worthless things
on which large fortunes are mostly expended, there might be little
use in enacting such a law, even if it were posBible to get it passed,
since if there were the inclination, there would generally be the power
of evading it. The law would be unavailing unless the popular
sentiment went energetically along with it ; which (judging from the
tenacious adherence of public opinion in France to the law of
compulsory division) it would in some states of society and govern-
ment be very likely to do, however much the contrary may be the
fact in England and at the present time. If the restriction could be

* [1865] In the ease of capital employed in the hands of the owner himself
in carrying on any of the operations of industry, there are strong grounds for
leaving to him the powerof bequeathing to one person the whole of the funds
actually engaged in a single enterprise. It is well that he should be enabled
to leave the enterprise under the control of whichever of his heirs he regards
as best fitted to conduct it virtuously and et_ciently : and the necessity {very
frequent and inconvenient under the French law) would be thus obviated, of
breaking up a manufacturing or commercial establishment at the death of it_
chief. In like manner, it should be allowed to a proprietor who leavee to one
of his succee_orathe moral burthen of keeping up an aneestrel mansion and
park or pleasure-ground, to bmtow along with them as mueh other l_perty
meis required (or their sufficient maintenanc_
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made practically effectual, the benefit would be great. Wealth
which could no longer be employed in over _ -enriching a few, would
either be devoted to objects of public usefulness, or if bestowed on
individuals, would be distributed among a larger number. While
those enormous fortunes which no one needs for any personal purpose
but ostentation or improper power, would become much less nume-
rous, there would be a great multiplication of persons in easy
circumstances, with the advantages of leisure, and all the real enjoy-
ments which wealth can give, except those of vanity; a class by
whom the services which a nation having leisured classes is entitled
to expect from them, either by their direct exertions or by the tone
they give to the feelings and tastes of the public, would be rendered
in a much more beneficial manner than at present. A large portion
also of the accumulations of successful industry would probably
be devoted to public uses, either by direct bequests to the State,
or by the endowment of institutions ; as is already done very largely
in the United States, where the ideas and practice in the matter of
inheritance seem to be unusually rational and beneficial.*

§ 5. The next point to be considered is, whether the reasons
on which the institution of property rests are applicable to all things
in which a right of exclusive ownership is at present recognised;
and if not, on what other grounds the recognition is defensible.

The essential principle of property being to assure to all persons
what they have produced by their labour and accumulated by their

i [,, Over" was added in the 3rd ed. (1852).]
* "Munificent bequests and donations for public purposes, whether char/.

table or educational form a striking feature in the modern history of the
United States, and especially of New England. Not only is it common for rich
capitalists to leave by will a portion of their fortune towards the endowment
of national institutions, but individuals during their lifetime make magnificent
grants of money for the same objects. There is here no compulsory law for
the equal partition of property among children, as in France, and on the other
hand no custom of entail or primogeniture, as in England, so that the affluent
feel themselves at liberty to share their wealth between their kindred and the
public ; it being impossible to found a family, and parents having frequently
the happiness of seeing all their children well provided for and independent
long beforetheir death. I havesoen a list ofbequestsand donations madedurin8
the last thirty years for the benefit of religious, charitable, and literary imtitu-
tionmin the state of Massachusetts alone, and they amounted to no less a sum
than six millions of dollars, or more than a million sterling.'--Lyelrs Tra_elz
i_ Amer/ca, eeL i. p. 263.

[1852] In England, whoever leaves anything beyond trifling legacies for
public or beneficent objects when he has any near relatives living, does so at
the risk of being declared insa_ by a jury after his death, or at the ie_t, of
having the property wasted in s ChanoexT suit to set aside the will



abstinence, this principle cannot apply to what is not the produoe of
labour, the raw material of the earth. If the land derived its pro-
ductive power wholly from nature, and not at all from industry,
or if there were any means of discriminating what is derived from
each source, it not only would not be necessary, but it would be the

height of injustice, to let the gift of nature be engrossed by indi-
viduals. The use of the ]and in agriculture must indeed, for the time
being, be of necessity exclusive ; the same person who has ploughed
and sown must be permitted to reap : but the land might be occupied
for one season only, as among the ancient Germana ; or might be
periodically redivided as population increased : or the State might
be the universal landlord, and the cultivators tenants under it,
either on lease or at will.

But though land is not the produce of industry, most of its
valuable qualities are so. Labour is not only requisite for _ising,
but almost equally so for fashioning, the instrument. Considerable
labour is often required at the commencement, to clear the land fcz
cultivation. In many cases, even when cleared, its productiveness

is wholly the effect of labour and art. The Bedford Level produced
little or nothing until artificially drained. The bogs of Ireland,
until the same thing is done to them, can produce little besides fuel
One of the barrenest soils in the world, composed of the material
of the Goodwin Sands, the Pays de Waes in Flanders, has been so

fertilized by industry, as to have become one of the most productive
in Europe. Cultivation also requires buildings and fences, which are

wholly the produce of labour. The fruits of this industry cannot
be reaped in a short period. The labour and outlay are immediate,
the benefit is spread over many years, perhaps over all future time.
A holder will not incur this labour and outlay when strangers and
not himRelf will be benefited by it. If he undertakes such improve-
ments, he must have a sufl]eient period before him in which to profit
by them : and he is in no way so sure of having alwsys a suflleient
period as when his tenure is perpetual.*

* - What endowed mL, with intelllgencosad perseversnco in labour, what
made him direct all his efforta towsrds an end useful to his race, was the
sentiment of perpetuity. The lands which the streams have deposited along
their course are always the most fertile, but are also those which they menace
with their inundations or corrupt by mamh_ Under the guarantee of perpe-
tuity men undertook long _nd painful ]_boum to give the mareheaan outlet, to
erect emt_nt_ments against inundstions, to distribute by irrigat/on-oh_,wls
fert/]izing waters ova" the same fields whioh the same waters hsd condemned
to,termty. Und_ t_.,_ .,s_,.t_, _ nolonger ._.tmg h,._ with
the annual producte c_ the earth, dist_,u/ahed smong the wild vegetet/on the
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§ 6. These are the reasons which form the justification, in an
economical point of view, of property in land. It is seen, that they
are only valid, in so far as the proprietor of land is its improver.
Whenever, in any country, the proprietor, generally spea_n_, ceases
to be the improver, political economy has nothing to say in
defence of landed property, as there established. In no sound

theory of private property was it ever contemplated that the
proprietor of land should be merely a sineenrist quartered on it.

In Great Britain, the landed proprietor is not unfrequently

an improver. But it cannot be said that he is generally so. And
in the majority, of oases he grants the liberty of cultivation [1848]
on such terms, as to prevent improvements from being made by any
one else. In the southern parts of the island, as there are usually
no leases, permanent improvements can scarcely be made except

by the landlord's capital ; accordingly the South, compared with the
North of England, and with the Lowlands of Scotland, is sill]
extremely backward in agricultural improvement. The truth is,
that any very general improvement of land by the landlords is
hardly compatible with a law or custom of primogeniture. When
the land goes wholly to the heir, it generally goes to him severed
from the pecuniary resources which would enable him to improve it,
the personal property being absorbed by the provision for younger
children, and the land itself often heavily burthened for the same
purpose. There is therefore but a small proportion of landlords
who have the means of making expensive improvements, unless

they do it with borrowed money, and by adding to the mortgages
with which in most cases the land was already burthened when they

pe_nnlaI plants, shrubs, and trees whioh would be useful to him, improv?cl.
them by culture, ehan_ed, it ma_,almost be said, the__very nature, and.m_ti-
plied their amount. There are fruits which it requiredcenturies of cultivation
to bring to their present pedection, and others which have been introduced
from the most remote regions. Men have opened the earth to a great depth to
renew the soil, and fertilize it by the mixture of its parts and by contact with
the air ; they have fixed on the hillsides the soil which would have slid off,
and have covered the face of the country witha vegetationeverywhere abundant,
and everywhere useful to the human race. Among their l_bours there axe some
of which the fruits cam only be reaped at the end of ten or of twenty years ;
there are others by which their posterity will still benefitafter several centuries.
All have conourred in augmenting the productive force of nature, in giving to
mankind a revenue infinitely more abundant, a revenue of which a eonalder_ble
part is eonaumed by those who have no share in the ownership of the land,
but who would not have found a maintenance but for that apprepdation
o1 the moil by which they seem, at first eight, to have been dlalnherite&"m
Siamondi, Btude _r /'gamom/e Po//t/que, Troiaibme Emai, De la Pdoha_
Territodale.
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received it. But the position of the owner of a deeply mortgaged
estate is 80 precarious; economy is so unwelcome to one whose
apparent fortune greatly exceeds his real means, and the vicissitudes
of rent and price, which only trench upon the margin of his income,
are so formidable to one who can call little more than the margin his
own, that it is no wonder ff few landlords find themselves in a

condition to make immediate sacrifices for the sake of future profit.
Were they ever so much inclined, those alone can prudently do it,
who have seriously studied the principles of scientific agriculture :

and great landlords have seldom seriously studied anything. They
might at least hold out inducements to the farmers to do what
they _il] not or cannot do themselves ; but even in granting leases,
it is in England a general complaint [1848] that they tie up their
tenants by covenants grounded on the practices of an obsolete
and exploded agriculture; while most of them, by withholding
leases altogether, and giving the farmer no guarantee of possession
beyond a single harvest, keep the land on a footing little more
favourable to improvement than in the time of our barbarous
ancestors_

immetata quibus juge_a liberu
Fruges et Cererem ferunt,
Nec cultura placet longior anntu_.

Landed property in England is thus very far from completely
tulfilling the conditions which render its existence economically
justifiable. But if insufficiently realized even in England, in Ireland
those conditions are [1848] not complied with at all. With individual
exceptions (some of them very honourable ones), the owners o|

Irish estates do nothing for the land but drain it of its produce.
What has been epigrammatically said in the discussions on "peculiar
burthens" is literally true when applied to them, that the greatest
"burthen on land" is the landlords. Returning nothing to the
soil, they consume its whole produce, minus the potatoes strictly
necessary to keep the inhabitants from dying of famine ; and when

they have any purpose of improvement, the preparatory step
usually consists in not leaving even this pittance, but turning out
the people to beggary if not to starvation.* When landed property

* [1862] I must beg the reader to bear in mind that _ paragraph wM
written fitteen years ago. So wonderful are the changes, both moral and
econo.mic_? taking place .in our age, tha_ without perpetually re-writing a
worg n_o the present, it m impcadble to keep up with them. [Ia _ 1865,
"eighteen yearl "; in ed. 1871, "more than twenty."]
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has placed itself upon this footing it ceases to be ddensible, and
the time has come for making some new arrangement of the matter.

When the "sacredness of property " is talked of, it should always
be remembered, that any such sacredness does not belong in the same
degree to landed property. No man made the land. It is the
original inheritance of the whole species. Its appropriation is wholly a
question of general expediency. When private property in land is not
expedient, it is unjust. 1 It is no hardship to any one to be excluded
from what others have produced : they were not bound to produce
it for his use, and he loses nothing by not sharing in what otherwise
would not have existed at all. But it is some hardship to be born
into the world and to find all nature's gifts previously engrossed,
and no place left for the new-comer. To reconcile people to this,
after they have once admitted into their minds the idea that any
moral rights belong to them as human beings, it will always be
necessary to convince them that the exclusive appropriation is
good for mankind on the whole, themselves included. But this is
what no sane human being could be persuaded of, if the relation
between the landowner and the cultivator were the same everywhere
as it has been in Ireland.

Landed property is felt, even by those most tenacious of its
rights, to be a different thing from other property ; and where the
bulk of the community have been disinherited of their share of it,
and it has become the exclusive attribute of a small minority, men
have generally tried to reconcile it, at least in theory, to their sense
of justice, by endeavouring to attach duties to it, and erecting
it into a sort of magistracy, either moral or legal. But if the state
is at liberty to treat the possessors of land as public functionaries, it
is only going one step further to say that it is at liberty to discard
them. The claim of the landowners to the land is altogether
subordinate to the general policy of the state. The principle of pro-
pertygives them no right to the land, but only a right to compensation
for what ever portion of their interest in the land it may be the policy
of the state to deprive them of. To that, their claim is indefea_ble.
It is due to landowners, and to owners of any property whatever,
recognised as such by the state, that they should not be dispossessed
of it without receiving its pecuniary value, or an annual income
equal to what they derived from it. This is due on the general

i [This, and the previous sentence replaeed in the Srded. (1852) the original
text : " Public rvMonsexist for i_ being appreciated. But ff thoee _uo_
lost their foroe, the thing would be uniuJt."]

I2
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principles on which property rests. If the land was bought with the
produce of the labour and abstinence of themselves or their ancestors,
compensation is due to them on that ground; even if otherwise,
it is still due on the ground of preseript_on. Nor can it ever be
necessary for accompiiRhlug an object by which the communit_f
altogether will gain, that a particular portion of the community
should be immolated. When the property is of a kind to which
peculiar affections attach themselves, the compensation ought to
exceed a bare pecuniary equivalent. But, subject, to this proviso,
the state is at liberty to deal with landed property as the general
interests of the community may require, even to the extent, if it
so happen, of doing with the whole, what is done with a part when-

ever a bill is passed for a railroad or a new street. 1 The com-
munity has too much at stake in the proper cultivation of the land,
and in the conditions annexed to the occupancy of it, to leave
these things to the discretion of a class of persons called landlords,
when they have shown themselves unfit for the trust. The legisla-
ture, which if it pleased might convert the whole body of landlords
into fundholdem or pensioners, might, b fortiori, commute the
average receipts oI Irish landowners into a fixed rent charge, and
raise the tenants into proprietors ; supposing always 2 that the fuji
market value of the land was tendered to the landlords, in case they
preferred that to accepting the conditions proposed.

There will be another place for discussing the various modes of
landed property and tenure, and the advantages and inconveniences
of each; in this chapter our concern is with the right itself, the
grounds which justify i_, and _as a corollary from these) the condi-
tions by which it should be limited. To me it seems almost an
axiom that property m land should be interpreted strictly, and that
the balance in all cases of doubt should incline against the proprietor.
The reverse is the case with property in moveables, and in all things
the pl_iuct of labour, over these, the owner's power both of use
and ot exclusion should be absolute, except where positive evil

i [In the 3_d ed. the following passage d the o"nginalwas here omitted :
"I do not pretend that occasions oan often arise on which so drastioa measure
would be fit to be taken into _ious ucnside_ation But even if this ultimate
prerogative of the state should neve_ requi_..to be ac.tuallyexercised, it ought
nevertheless to be asserted, because the Fnuczp|e which pernnte the greater oi
two thi_ permits the leas, and though to do all which the principle would
sauction ahould never be advisable, to do much le_ th_ all not only may be

so, lint otten i_so in a ve_, high degrea" ]
s [The parent_ ' (without whieh them acts would be nothlnu better

than robbery)" was omitted from the 3_1 ed. (1852).]
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to othe_ would result from it : but in the case of land, no exclusive
right should be permitted in any individual, which cannot be shown
to be productive of positive good. To be allowed any exclusive
right at all, over a portion of the common inheritance, while the_
are others who have no portion, is already a privilege. No quantity
of moveable goods which a person can acquire by his labour, prevents
others from acquiring the like by the same means; but from the
very nature of the case, whoever owns land, keeps others out of the
enjoyment of it. The privilege, or monopoly, is only defensible as a
necessary evil; it becomes an injustice when carried to any point
to which the compensating good does not follow it.

For instance, the exclusive right to the land for purpcees of
cultivation does not imply an exclusive right to it for purposes
of access ; and no such right onght to be recognised, except to the
extent necessary to protect the produce against damage, and the
owner's privacy agRinat invasiom The pretension of two Dukes
[1848] to shut up a part of the Higkl_ds,and exclude the rest of
manl_ind from many square miles of mountain scenery to preven_
disturbance to wild animals, is all abuse ; it exceeds the legitimate
bounds of the right of landed property. When land is not intended
to be cultivated, no good reach can in general be given for its being
private property at all ; and if any one is permitted to call it his.
he ought to know that he holds it by sufferance of the community, and
on an implied condition that his ownership, since it cannot possibly
do them any good, at least shall not deprive them of any, which
they conld have derived from the land if it had been unappropriatech
Even in the case of cultivated land, a man whom_though only one
among millions, the law permits to hold thousands of acres as his
single share, is not entitled to think that all this is given to him
to use and abuse, and deal with as if it concerned nobody but himself.
The rents or profits which he can obtain from it are at his sole dis-
Posal; but with regard to the land, in everything which he does
with it, and in everything which he abstains from doing, he is morally
bound, and should whenever the c_e admits be legally compelled,
to mslce hla interest and pleasure consistent with the public good.
The q)ecies at large Jfl_ ret_us, of its originai claim to the soil of
the planet which it inhabits, as much as is compatible with the
purposes for which it has parted with the remainder.

§ 7. Besides property in the produce of labour, and property
in land, there are other thin_ which are or have been subjecta of
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property, in which no proprietary fights ought to exist at all. But
as the civilized world has in general made up its mind on most
oi these, there is no necessity for dwelling on them in this place.
At the head of them, is property in human beings. It is almost
superfluous to observe, that this institution can have no place in
any society even pretending to be founded on justice, or on fellow-
ship between human creatures. But, iniquitous as it is, yet when
the state has expressly legalized it, and human beings for generations

have been bought, sold, and inherited under sanction of law, it
another wrong, in abolishing the property, not to make full compen
sation. This wrong was avoided by the great measure of justie_
in 1833, one of the most virtuous acts, as well as the most practically
beneficent, ever done collectively by a nation. Other examples of
property which ought not to have been created are properties in
public trusts ; such as judicial offices under the old French r6gime,
and the heritable jurisdictions which, in countries not wholly
emerged from feudality, pass with the land. Our own country
affords, as cases in point, that of a commiaqion in the army [1848],
and of an advowson, or fight of nomination to an ecclesiastical

benefice. A property is also sometimes created in a fight of taxing
the public ; in a monopoly, for instance, or other exclusive privilege.
These abuses prevail most in semibarbarous countries, but are not
without example in the most civilized. In France there are
[1848] several important trades and professions, including notaries,
attorneys, brokers, appraisers, printers, and (until lately) 1bakers and
butchers, of which the numbers are limited by law. The bret_

or privilege of one of the permitted number consequently brings a
high price in the market. When such is the case, compensation
probably could not with justice be refused, on the abolition of the
privilege. There are other cases in which this would be more doubt-
ful. The question would turn upon what, in the peculiar circum-
stances, was sufficient to constitute prescription; and whether
the legal recognition which the abuse had obtained, was sufficient
to constitute it an institution, or mounted only to an occasional
licence. It would be absurd to claim compensation for losses caused

by changes in a tariff, a thing confessedly variable from year to year;
or for monopolies like those granted to individuals by the Tudors_
favours of a despotic authority, which the power that gave waa
competent at any time to recall

i [Parentheels added in _th ed. (186_).]
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8o much on the institution of property, a subject of which, for
the purposes of political economy, it was indispensable to treat,
but on which we could not usefully confine ourselves to economical
considerations. We have now to inquire on what principles and
with what results the distribution of the produce of land and labouz
is effected, under the relations which this institution creates amon_
the different members of the community.



CHAPTER HI

07 THB CLASSES AMONG WHOM TILE PRODUC_ 1_ DISTRIBUTED

§ 1. PglVATE property being assumed as a fact, we have

next to enumerate the different classes of persons to whom it gives
rise ; whose concurrence, or at least whose permission, is necessary
to production, and who are therefore able to stipulate for a share of

the produce. We have to inquire, according to what laws the pro-
duce distributes itself among these classes, by the spontaneous action
of the interesm of those concerned : after which, a further question
will be, what effects are or might be produced" by laws, institutions,
and measures of government, in superseding or modifying that
spontaneous distribution.

The three requisites of production, as has been so often repeated,
are labour, capital, and land : understanding by capital, the means
and appliances which are the accumulated results of previous labour,
and by land, the materials and instruments supplied by nature,
whether contained in the interior of the earth, or constituting its

surface. Since each of these element_ of production may tm
separately appropriated, the industrial community may be con-
sidered as divided into landowners, capitalists, and productive
labourers. Each of throe cl_-ss__es,as such, obtainR a share of the

produce: no other person or cle_ obtains anything except by
concession from them. The remainder of the commul_it_ is, in _tCt,
supported at their expense, giving, if any equivalent, one consisting
of unproductive services. These three classes, therefore, aro
considered in political economy as making up the whole community.

§ 2. But although throe three sometimee exkt as separate
classes, dividing the produce among them, they do not necessarily
or always so exist. The fact is so much otherwise, that there are only
one or two communities ill which the complete separation of these
_es is the general rule. Engls_ and 8cotdsud, with parm
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of Belgium and Hon.nd, are almost the only countries in the world,
where the land, capital, and labour employed in agriculture are
generally the property of separate owners. The ordinary case is,
that the same person owns either two of these requisites, or all three.

The case in which the same person owns all three, embraces the
two extremes of existing society, in respect to the independence and
dignity of the labouring clam. First, when the labourer himself is
the proprietor. This is the commonest ca_ in the Northern States
of the American Union ; one of the commonest in l_rance, Switzer-

land, the three Scandinavian lfin_doms, and parts of Germany;*
and a common case in parts of Italy and in Belgium. In all these
countries there are, no doubt, large landed properties, and a still
greater number which, without being large, require the occasional
or constant aid of hired labourers. Much, however, of the land is

owned in portions too small to require any other labour than that
of the peasant and his family or fully to occupy even that. The
capital employed is not always that of the peasant proprietor, many
Of these em_ll properties being mortgaged to obtain the means
of cultivating; but the capital is invested at the peasant's risk,
and though he pays interest for it, it gives to no one any right of
intederence, except, perhaps, eventually to take possession of thq
land, ff the interest ceases to be paid.

The other case in which the land, labour, and capital, belong
to the same person, is the case of slave countries, in which the

* - The Norwegian return" (s_y the Commiaaionemof Poor Law Enquiry,
to whom information was furnished from nearly every oountry in Europe and
America by the ambassadors and consuis there) "states that at the last censusin
1825, out of a population of 1,051,318 persons, there were 59,464 freeholder_
As by 59,464 freeholders must be meant 59,464 heads of fsanilies, or about
300,000 individus_s, the freeholders must form more than a fourth of the whole
_ePUl_tion_ Mr. Macgregor states that in Denmark (by which Zealand and

adjoining islands are probably meaat) out of a population of 926,110, the
number of landed proprietors mid farmers is 415,110, or nearly one-half. In
Sleswiek-Holatein, out of a population ot 604,085, it is 196,017, or about one-
third. The proportion of proprietors and farmersto the whole population is
not given in Sweden ; but the Stockholm return estimates the average quantity
of land annexed to a labourer'sh_bitation at from one to fiveacres ; and though
the Gottenburg return gives a lower estimate, it adds that the peasanta possess
much of the la_& In Wurtemburg we are told that more than two-thirds of
the labouring population are the proprietors of their own habitations, and that
almost all own at least a garden of from three-quarters of an acre to an acre
and a halL" In some of these ststementa, proprietors and farmersare not dia-
crimln_ted ; but "all the returns oonourin stating the number of day-labourera
to be very sm_ll."---(Prefa_ to Porei_ C_m_z_lionj, p. xxxviii.) As the
general _ of the labouring people, the oomiition of a workman for hire is
[1848] almost peculiar to Great Britai_
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labourers themsolves are owned by the landowner. Our West India
colonies bdore emancipation, and the sugar colonies of the nations
by whom a similar act of justice is still unperformed [1848], are
examples of large establishments for agricultural and manufacturing
labour (the production of sugar and rum is a combination of both)
in which the land, the factories (if they may be so called), the
machinery, and the degraded labourers, are all the property of a

capitalist. In this case, as well as in its extreme opposite, the case of
the peasant proprietor, there is no division of the produce.

§ 3. When the three requisites are not all owned by the same
person, it often happens that two of them are 8o. Sometimes the
same person owns the capital and the land, but not the labour. The
landlord makes his engagement directly with the labourer, and sup-
plies the whole or part of the stock necessary for cultivation. This
system is the usual one in those parts of Continential Europe, in
which the labourers are neither serfs on the one hand, nor proprietors
on the other. It was very common in France before the Revolution,

and is still much practised in some parts of that country, when the
land is not the property of the cultivator. It prevails generally in
the level districts of Italy, except those principally pastoral, such
as the Maremma of Tuscany and the Campagna of Rome. On this
system the division of the produce is between two classes, the
landowner and the labourer.

In other cases again, the labourer does not own the land, but
owns the little stock employed on it, the landlord not being in
the habit of supplying any. This system generally prevails [1848]
in Irelanch It is nearly universal in India, and in most countriea
of the East ; whether the government retains, as it generally does,

the ownership of the soil, or allow8 portions to become, either
absolutely or in a qualified sense, the property of individuala In
India, however, things are so far better than in Ireland, that the
owner of land is in the habit of making advances to the cultivators,
if they cannot cultivate without them. For these advances the
native landed proprietor usually demands high interest; but the

principal landowner, the government, makes them gratuitously,
recovering the advance after the harvest, together with the rent.
The produce is here divided as before, between the same two classesj
the landowner and the labourer.

These are the principal variation_ in the classification of those

among whom the produce of agricultural labour is distributed. In
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the case of manufacturing industry there never are more than two
classes, the labourers and the capitalists. The original artisans
in all countries were either slaves, or the women of the family.
In the manufacturing establishments of the ancients, whether on

a large or on a small scale, the labourers were usually the property
of the capitalist. In general, if any manual labour was thought
compatible with the dignity of a freeman, it was only agricultural
labour. The converse system, in which the capital was owned
by the labourer, was coeval with free labour, and under it the first
great advances of manufacturing industry were achieved. The
artisan owned the loom or the few tools he used, and worked on his

own account; or at least ended by doing so, though he usually
worked for another, first as apprentice and next as journeyman,
for a certain number of years, before he could he admitted a master.

But the stat_ of a permanent journeyman, all his life a hired labourer
and nothing more, had no place in the crafts and guilds of the
Middle Ages. In country villages, where a carpenter or a black-
smith cannot live and support hired labourers on the returns of
his business, he is even now his own workman ; and shopkeepers in
similar circurnRtances are their own shopmen or shopwomen. But
wherever the extent of the market admits of it, the distinction is

now fully established between the class of capitalists, or employers
of labour, and the class of labourers; the capitalists, in genera_
contributing no other labour than that of direction and superi_
tendcnce.



CI_APTER IV

OY COMPETITION AND CUSTOM

§ 1. UNDER the rule of individual property, the division ol
the produce is the result of two detennlnlng agencies : Competition
and Custom. It is important to ascertain the amount of influence
which belongs to each of these causes, _nd in what mAnnArthe
operation of one is modified by the other.

Political economists generally, and English political economists
above others, have been accustomed to lay almost exclusive stress
upon the first of these agencies ; to exaggerate the effect of com-
petition, and to take into little account the other and conflicting
principle. They are apt to exprea themselves as if they thought
that competition actually does, in all cMes, whatever it can be
_hown to be the tendency of competition to do. This is partly
intelligible, fl we consider that only through the principle of com-
petition has political economy any pretension to the character
of a science. So far as rents, profits, wages, prices, are determined
by competition, laws may be assigned for them. Ammme com-
petition to be their exclusive regulator, and principles of broad
generality and scientific precision may be laid down, according to
which they will be regulated. The political economist justly
deems this his proper business : and as an abstract or hypothetical
science,politicaleconomycannotberequired to do,andindeede_nnot
do,anythingmore. But itwouldbe a greatmisconceptionofthe
actualcourseofhuman affairs,tosupposethatcompetitionexercises
in factthisunlimitedsway. I am not speakingofmonopolies,
eithernaturalorartificial,orofany interferencesofauthoritywith
the libertyof productionor exchange.Such disturbingcauses
have alwaysbeen allowedforby politicaleconomists.I speak
of casesin which thereisnothingto restraincompetition;no
hindrance to it either in the nature of the case or in artificial ob-
stacles ; yet in which the result is not determined by competition_
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but by custom or usage ; competition either not taking place at all,
or producing its effect in quite a different manner from that which
is ordinarily assumed to be natural to it.

§ 2. Competition, in fact, has only become in any considerable

degree the governing principle of contracts, at a comparatively
modern period. The farther we look back into history, the more
we see all transactions and engagements under the influence of
fixed customs. The real;on is evident. _dstem is the most power[nl
protector of the weak agRinst the strong ; their sole protector where
there are no laws or government adequate to the purpose. Ctm_m
is a barrier which, even in the most oppressed condition of mankind,
tyranny is forced in some degree to respect. To the industrious
population, in a turbulent military community, freedom of com-
petition is a vain phrase; they are never in a condition to make
terms for tl_m_elves by it : there is always a master who throws
his sword into the scale, and the terms are such as he imposes.
But though the law of the strongest decides, it is not the interest
nor in general the practice of the strongest to strain that law to the
utmost, and every relaxation of it has a tendency to become s
custom, and every custom to become a right. Rights thus originat-
ing, and not competition in any ahape, determine, in a rude state
of society, the share of the produce enioyed by those who produce
it. 'The relations, more especially, between the landowner and
the cultivator, and the payments made by the latter to the former,
axe, in all states of society but the most modem, determined by

the usage of the country. Never until late times have the con-
ditions d the occupancy of land been (as a general rule) an affaiz

of competition. The occupier for the time has very commonly
been considered to have a right to retain his holding, while he
fnlfila the customary requirements; and has thus become, in a
certain sense, a co-proprietor of the soil. Even where the holder
has not acquired this fixity of tenuxe, the terms of occupation
have often been fixed and invariable.

In India, for example, and other Asiatic communities similarly
constituted, the ryots, or peasant-f_rmem, are not regarded as
tenants at will, nor even a_ tenants by virtue of a lease. In most
villages there are indeed some ryots on this precarious footing,
consisting of thcae, or the descendants of those, who have settled
in the place at a known and comparatively recent period : but all
who are looked upon as descendants or representatives of the original
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inhabitants, and even many mere tenants of ancient date, are
thought entitled to retain their land, as long as they pay the cnsto-
mary rents. What these customary rents are, or ought to be, has
indeed, in most cases, become a matter of obscurity ; usurpation,
tyranny, and foreign conquest having to a great degree obliterated
the evidences of them. But when an old and purely Hindoo prin-
cipality falls under the dominion of the British Governmefit, or
the management of its otBcers, and when the details of the revenue
system come to be inquired into, it is usually found that though the

demands of the great landholder, the State, have been swelled by
fiscal rapacity until all limit is practically lost sight of, it has yet
been thought necessary to have a distinct name and a separate
pretext for each increase of exaction; so that the demand has
sometimes come to consist of thirty or forty different items, in
addition to the nominal rent. This circuitous mode of increasing
the payments assuredly would not have been resorted to, if there
had been an acknowledged right in the landlord to increase the rent.
Its adoption is a proof that there was once an effective limitation,
a real customary rent ; and that the understood right of the ryot to
the land, so long as he paid rent according to custom, was at some
time or other more than nominaL* The British Government of

India always simplifies the tenure by consolidating the various
assessments into one, thus making the rent nominally as well as
really an arbitrary thing, or at least a matter of specific agreement :
but it scrupulously respects the right of the ryot to the land, though
until the reforms of the present generation (reforms even now
only partially carried into effect) it seldom left him much more than
a bare subsistence. 1

In modern Europe the cultivators have gradually emerged from
a state of personal slavery. The barbarian conquerors of the
Western Empire found that the easiest mode of managing their
conquests would be to leave the occupation of the land in the hands
in which they found it, and to save themselves a labour so uncon-

genial as the superintendence of troops of slaves, by allowing the
slaves to retain in a certain degree the control of their own actions,
under an obligation to furnish the lord with provisions and labour.

* The ancient law books of the Hindoce mention in some cases one-sixth,
in others one-fourth of the produce, as a proper rent ; but there is no evidenoe
that the rules laid down in thcee books were, at any period of history, resdly
_ted upon.

I [So since the 6th ed. (1865). The original (1848) ran : " though it seldom
leaves him mneh more than a bare mzbsistence."]
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A common expedient _ to assign to the seal, for his exclusive
use, as much land as was thought sufficient for his support, and to
make him work on the other lands of his lord whenever required.
By degrees these indefinite obligations were transformed into a
definite one, of supplying a fixed quantity of provisions or a fixed
quantity of labour : and m the lords, in time, became inclined to
employ their income in the purchase of luxuries rather than in the
maintenance of retainers, the payments in kind were commuted for
payments in money. Each concession, at first voluntary and
revocable at pleasure, gradually acquired the force of custom, and
wae at last recognised and enforced by the tribunals. In this manner
the serfs progressively rose into a free tenantry, who held their
land in perpetuity on fixed conditions. The conditions were
sometimes very onerous, and the people very miserable. But their
obligations were determined by the usage or law of the country,
and not by competition.

Where the cultivators had never been, strictly speaking, in
personal bondage, or after they had ceasedto be so, the exigencies of a
poor and little advanced society gave rise to another arrangement,
which in some parts of Europe, even highly improved parts, has
been found suf_ciently advantageous to be continued to the present
day. I speak of the m_tayer system. Under this, the land is
divided, in small farms, among dugle families, the landlord generally
supplying the stock which the agricultural system of the country
is considered to require, and receiving, in lieu of rent and profit_
a fixed proportion of the produce. This proportion, which is
generally paid in kind, is usually, (as is implied in the words _ayer,
r_zzaiuolo, and medie_arius,) one-half. There are places, however,
such as the rich volcanic soil of the province of Naples, where the
landlord takes two-thirds, and yet the cultivator by means of an
excellent agriculture contrives to live. But whether the proportion
is two-thirds or one-half, it is a fixed proportion, not variable
from farm to farm, or from tenant to tenant. The custom of the
country is the universal rule; nobody thinks of raising or lowering
rents_ or of letting land on other than the customary conditions.
Competition, as a regulator of _ent, has no existenc_

§ 3. Prices_ whenever there was no monopoly, came earlier
under the influence of competition, and are much more universally
subject to it, than rents : but that influence is by no means, even
in the present activity of mercantile competition, so absolute as iJ
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sometmes am_med. There is no proposition which meets us in
the field of poUtical economy oftener than this--that there cannot
be two prices'in the same m_rket_ Such undoubtedly is the natural
effect of nnlmpeded competition ; yet every one knows that them
are, almost always, 1 two prices in the same market_ Not only are
there in every large town, and in almost every trade, cheap ahopa
and dear shops, but the same ahop often sells the same article at
different prices to different customers: and, as a general rule,
each retailer adapts his scale of prices to the class of customers
whom he expects. The wholesale trade, in the great articles of
commerce, is really under the dominion of competition. Their, the
buyers as well as sellers are traders or manufacturers, and thei_
purchases are not influenced by indolence or vulgar finery, nor
depend on the smaller motives oi pezeonal convenience_ but are
bu_uees transactions. In the wholesale markets thereiore it is tree,

as a general prope_ition, that there are not two prices at one time
[or the same thing : there is at each time and place a market price,
which can be quoted in a price-currant. But retail price, the price
paid by the actualconsumer, eee_ to feelveryslowlyand imper-

fectlythe effectofcompetition; and when competitiondoesexist_

itoften,insteadofloweringprices,merely dividesthe gainsoithe

high price among a greater number of deale_. Hence it is that,
of the price paid by the consumer, 8o large a proportion is absorbed
by the ga_ of retailers ; and any one who inquires into the amount
which reaches the hAndA of those who made the things he buys,
will often be astonished at its smallness. When indeed the market,
being that of a great city, holds out a sumcisnt inducement to h_rge
capitalists to engage in retail operations, it is generally found a
better speculation to attract a large business by underselling others_
than merely to divide the field of employment with them This
influence of competition is making itself felt more and more through
the principalbranchesofretail trade in the large towm ; and the
zapidity and cheapness of transport, by making cousumers leu
dependent on the dealers in their immediate neighbourhood, am
tending to _milate more and more the whole country to a large
town: but hitherto [1848] it is only in the great osntres of
b_Rinees that retail transactions have been chiefly, or even much,
determlned_ by competition. Elsewhere it rather acts. when it
a_ts at M1, as an oeeadonal disturbing influence; the habitual

zegu]ator is custom, modified from time to time by notions exis_ 8
i [Substituted in the 3rd ed_ (1852) for the o"r_inal" very oltm."]
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in the minds of purchasers and _ of some kind of _i_ Or
justic_

In ma_y trades the terms on which business is done are a matter
of positive arrangement among the trade, who use the means they
always possess of making the situation of any member of the body,
who departs from its fixed customs, inconvenient or disagreeable.
It is well known that the bookselling trade was, until lately, one of
these, and that notwithstanding the active spirit of rivalry in the
trade, competition did not produce its natural etTect in breaking
down the trade rules. 1 All professional remuneration is regulated
by custon_ The fees of physic;_-_ surgeons, and barristers, the
charges of attorneys, are nearly invariable. Not certainly for want
of abundant competition in those professions, but because the
competition operates by dimlniRhing each competitor's _h_nce of
fees, not by lowering the fees themselves.

Since custom stands its ground against competition to so con-
slderable an extent, even where, _om the multitude of competitom
and the general energy in the pursuit of gain, the spirit of competition
is strongest, we may be sure that this is much more the case where
people axe content with smaller gains, and estimate their pecuniary
interest at a lower rate when balanced against their ease or their
pleasure. I believe it will often be found, in Continental Europe,
that prices and charges, of some or of all sorts, axe much higher in
some p .laces than in others not far distant, without its bAi,g possible
to _own any other cause than that it has always been so: the
customers axe used to it, and acquiesce in it. An enterprising
competitor, with sut_cient capital, might force down the charges,
and make his fortune during the process; but there axe no enter-
prising competitors; those who have capital prefer to leave it
where it is, or to make less profit by it in a more quiet way

These observations must be received as a general correction to
be applied whenever relevant, whether expressly mentioned or not,
to the conclusions contained in the subsequent pol_ions of this
treatise. Oar reasonings must, in general, proceed as if the known
and natural effects of competition were actually produced by it, in
all cases in which it is not restrained by some positive obstacle.
Where competition, though free to exist, does not exist_ or where it
exist_ but has its natural consequences overruled by any other
agency, the conclusions will fail more or lees of being applicable.

I [Until the 4th ed. (1857) the text ran: "*the bookeel]ingtrade is one el
them , . . eompetitlon dora not produce" &e_]
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To escape error, we ought, in applying the conclusions of politica!
economy to the actual affairs of life, to consider not only what will
happen supposing the maximum of competition, but how far the
result will be atTect_ if competition falls short of the ma_mum.

The states of economical relation which stand first in order to

be discussed and appreciated, are those in which competition has
no part, the arbiter of transactions being either brute force or
established usage. These will be the subject of the next four chapters.



CHAPTER V

OF SLAVERY

§ 1. ASO_G the forms which societyassumes under the in.

fluence o_ the institution of property, there are, as I have already
remarked, two, otherwise of a widely dissimilar character, but
resembling in this, that the ownership of the land, the labottr, and
the capital, is in the same hands. One of these cases is that of
slavery, the other is that of peasant proprietors. In the one the
landowner owns the labour, in the other the labourer owns the land.
We begin with the first.

In this system all the produce belongs to the landlord. The
food and other necessaries of his labourers are part of his expenses.
The labourers possess nothing but what he thinks fit to give them,
and until he thinks fit to take it back : and they work as hard as he
chooses, or is able, to compel them. Their wretchedness is only
limited by his humanity, or his pecumary interest. With the first
consideration we have on the present occasion nothing to do. What
the second in so detestable a constitution of society may dictate,
depends on the facilities for importing fresh slaves. If full-gr_wn,
able-bodied slaves can be procured in sufficient numbers, and
imported at a moderate expense, self-interest will recommend working
the slaves to death, and replacing them by importation, in preference
to the slow and expensive proceu of breeding them. Nor are the
slave-owners generally backward in learning this lesson. It is
notorious that such was the practice in our slave colonies, while the
slave trade was legal ; and it is said to be so still in Cuba. t

When, as among the ancients, the slave-market could only be
supplied by captives either taken in war, or kidnapped from thinly
ecattered tribea on the remote confines of the known world, it wag

n _ne original text ran on: "and in thoae States of the American Union
whichreoeive _regularmupplyof negroeshum other States." Themelatter wozdz

omitted from the 4th _L (1857).]



generally more profitable to keep up the number by breedl,g, wMeh
necessitates a far better treatment of them ; and for this reason,

joined with several others, the condition of slaves, notwithstanding
occasional enormities, was probably much less bad in the ancient
world, than in the colonies of modern nations. The Helots are

usually cited as the type of the most hideous form of personal
slavery, but with how little truth appears from the fact that they
were regularly armed (though not with the panoply of the hoplite)
and formed an integral part of the military strength of the State.
They were doubtless an inferior and degraded caste, but their slavery
seems to have been one of the least onerous varieties of serfdom.

Slavery appears in far more frightful colours among the Romans,

during the period in which the Roman aristocracy was gorging
itself with the plunder of a newly-conquered world. The Romans
were a cruel people, and the worthless nobles sported with _e lives
of their myriads of slaves with the same reckless prodigality with
which they squandered any other part of their ill-acquired possessions.
Yet, slavery is divested of one of its worst features when it is
compatible with hope: enfranchisement was easy and common:
enfranchised slaves obtained at once the full rights of citizens, and
instances were frequent of their acquiring not only riches, but
latterly even honours. By the progress of milder legislation under
the Emperors, much of the protection of law was thrown round the

slave; he became capable of possessing property; and the evil
altogether assumed a considerably gentler aspect. Until, however,
slavery assumes the mitigated form of villenage, in which not only
the slaves have property and legal rights, but their obligations a_
more or less limited by usage, and they partly labour for their own

benefit; their condition is seldom such as to produce a rapid
growth either of population or of production. 1

§ 2. So long as slave countries are underpeopled in proportion
to their cultivable land, the labour of the slaves, under any tolerable

I [, Or of production" was added in the 3hi ad. (1852), and the following
_oge of the originalomitted : " This" (Le.slowgrowth of popuistion) ,, cannot

m physical privation, for no slave-labourers are w_se fed, clothed, or
lodged, than the free peasantry of Ireland. The cause usually assigned is the
great disproportionof the sexes which almost always exists whereslaves are not
bredbut imported; this cannot however be the sole cause,as the negro population
of our West India colonies continued nearly stationary, after the slave-trade
to those colonies was suppressed. Whatever be the causes, a slave population
is seldom a rapidlyinon_h_g one." The text of the next sentenee was slightly
rcadjuste&]



SLAVERY _1

manugement,producesmuch more than issufficientfortheh
suppot_;especiallyasthegreatamountofsuperintendencewhich
theirlabourrequires,preventingthedispersionofthepopulation,
insuressome of the advantagesof combinedlabour.Hence,in
a good soil and climate, and with reasonable care of his own interest,
the owner of many slaves has the means of being rich. The influence,
however, of such a state of society on production is perfectly well
understood. It is a truism to assert, that labour extorted by fear
of p, nlshment is inefficient and unproductive. It is true that in
some circumstances human beings can be driven by the lash to
attempt, and even to accomplish, thin_ which they would not
have undertaken for any payment which it could have been worth
while to an employer to offer them And it is likely that productive
operations which require much combination of labour, the pro-
duction of sugar for example, would not have taken place so soon
in the American colonies if slavery had not existed to keep maces
of labour together. There are also savage tribes so averse from
regular industry, that industrial life is scarcely able to introduce
itself among them until they are either conquered and made slaves
of, or become conquerors and make others so. But after allowing
the full value of these considerations, it rem_i-_ certain that slavery
is incompatible with any high state of the arts of life, and any great
e_cicncy of labour. For all products which require much skill, slave
countries are usually 1 dependent on foreigners. Hopeless slavery
effectually brutifies the intellect; and intelligence in the slaves,
though often encouraged in the ancient world and in the East, is
in a more advanced state of society a source of so much danger
and an object of so much dread to the masters, that in some of the
States of America it was a highly penal offence to teach a slave
to read.s All processes carried on by slave labour are conducted
in the rudest and most-nimproved manner. And even the animal
strength of the slave is, on an average, not half exerted. The
unproductiveness and wastefulness of the industrial system in the
SlaveStatesisinstructivelydisplayedin the valuablewritings
of Mr. Olmsted.3 The mildestform ofslaveryiscertainlythe
condition of the serf, who is attached to the soils supports himaelf
from his allotment, and works a certain number of days in the
week for his lord. Yet there is but one opinion on the extreme

[" Um_ily" replaeed,, *lwsys" in the3rded. (1862).]
z [Untll the 6th ed. (1865) the referenco was vague : "in Ionm eountria

it is." In the 7th ed. (1871) "k " became '" wM."]
' [T_ unte_e w_ imert_ in t_ 6t.hed.)
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inefficiency of serf labour. The following passage is from Professoz
Jones, _ whose Essay on the Distr_tio_ of Wealth (or rather on
Rent), is a copious repertory of valuable facts on the landed tenur_
of dit_erent countries.

"The Russians, or rather those German writers who have observed
the manners and habits of Russia, state some strong facts on this
point. Two M_ddlesex mowers, they say, will mow in a day as
much grass as six Russian serfs, and in spite of the dearness of
provisions in England and their cheapness in Russia, the mowing
a quantity of hay which would cost an English farmer half a copeck,
will cost a Russian proprietor three or four copecks.t The Prussian
counsellor of state, Jacob,is considered to have proved, that in Russia,

where everything is cheap, the labour of a serf is doubly as expensive
as that of a labourer in England. M_ Schmalz gives a startling
account of the unproductiveness of serf labour in Prussia, from
his own knowledge and observation._ In Austria, it is distinctly
stated that the labour of a serf is equal to only one-third of that
of a free hired labourer. This calculation, made in an able work

on agriculture (with some extracts from which I have been favoured),
is applied to the practical purpose of deciding on the number of
labourers necessary to cultivate an estate of a given magnitude.
So palpable, indeed, are the ill effects of labour rents on the industry
of the agricnltural population, that in Austria itself, where proposals
of changes of any kind do not readily make their way, schemes
and plans for the commutation of labour rents are as popular as
in the more stirring German provinces of the North." §

What is wanting in the quality of the labour itselfj is not made
up by any excellence in the direction and superintendenc_ As
the same writer I] remarks, the landed proprietors " are necessarily s
in their character of cultivators of their own domainsj the only
guides and directors of the industry of the agricultural population,"
since there can be no intermediate class of capitalist farmers where

* Easay on the Distrib_ion of WeaUhand on the 8ourc_sof Taza_ion. By the
Rev. Richard Jones. Page 50. [P. 43 of the reprint published in 1895 unde_
the title Peasant Renl_.]

t "Schmalz, Ecom_ie Politiqu_, French translation, voL L p. 66."
"VoL _. p. 107."

§ The Hungarian revolutionary government, during ite brief existent,
bestowed on that country one of the greatest benefits it oould receive, and one
which the tyranny that succeeded did not dare to take away : it frecd the
peasantry from what remained d the bondage of serfdom, the labour rents ;
decreeing compensation to the landlords at the expem_ of the state, and not at
that of the liberated peasants.

IIJones, EP. ,53,54. [Peaa_ Re_, p_ 46, 47.]
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the labourers are the property of the lord. Great landowners are
everywhere an idle class, or if they labour at all, addict themselves
only to the more exciting kinds of exertion ; that lion's share which
superiors always reserve for themselves. " It would," as ]Hr. Jones
observes, " be hopeless and irrational to expect, that a race of noble
proprietors, fenced round with privileges and dignity, and attracted
to m_li_y and political pursuits by the advantages and habits of
their station, should ever become attentive cultivators as a body."
Even in England, if the cultivation of every estate depended upon its
proprietor, any one can judge what would be the result. There
would be a few cases of great science and energy, and numerous
individual instances of moderate success, but the general state of

agriculture would be contemptible.

§ 3. Whether the proprietors themselves would lose by the
emancipation of their slaves, is a d_erent question from the com-
parative effectiveness of free and slave labour to the community.
There has been much discussion of this question as an abstract
thesis; as if it could possibly admit of any universal solution.

Whether slavery or free labour is most profitable to the employer,
depends on the wages of the free labourer. These, again, depend
on the numbers of the labouring population, compared with the
capital and the lan& Hired labour is generally so much more
efficient than slave labour, that the employer can pay a considerably
greater value in wages, than the maintenance of his slaves cost
him before, and yet be a gainer by the change : but he cannot do
this without limit. The decline of serfdom in Europe, and its
destruction in the Western nations, were doubtless hastened by the
changes which the growth of population must have made in the
pecuniary interests of the master. As population pressed harder

upon the land, without any improvement in agriculture, the main-
tenance of the serfs necessarily became more costly, and their
labour less valuable. With the rate of wages such as it is in Ireland,
or in England (where, in proportion to its efficiency, labour is quite
as cheap as in Ireland), no one can for a moment imagine that
slavery could be profitable. If the Irish peasantry were slaves,
their masters would be as wilhng, as their landlords now [1848]
are, to pay large sums merely to get rid of them. In the rich and
underpeopled soil of the West India islands, there is just as little
doubt that the balance of profits between free and slave labour

was greatly on the side of slavery, and that the compensatioB
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granted to the slave-owners for its abolition wu not more, perh&l_
even less,1 than an equivalent for their loss.

More needs not be _id here on a cause so completely judged and
decided as that of slavery. 2 Its demerits are no longer a question
requiring argument ; though the temper of mind manifest_l by the
larger part of the influential elates in Great Britain respecting the
struggle in America, shows how grievously the feelings of the present
generation [1865] of Englishmen, on this subject, had fallen behind
the positive acts of the generation which preceded them. That
the ache of the dellverers of the West Indian Negroes should expect
with complacency, and encourage by their sympathies, the estab-
lishment of a great and powerful miJi_-y commonwealth, pledged
by its principles and driven by its strongest interests to be the armed
propagator of slavery through every region of the earth into which
its power could penetrate, disclose a mental state in the leading
portion of our higher and middle ciames which it k m_]ancholy
to see, and win be a lasting blot in English history. Fortunately
they stopped short of actually aiding, otherwise than by words, the
nefarious enterprise to which they were not ashamed of wishing
success ; and at the expense of the best blood of the Free States,
but to their immeasurable elevation in mental and moral worth,

z [,, In all probability less," until the 5th ed. (1862).]
s [Therest of the paragraphas herefound was written for the 6th ed. (1866_

The original (1848) ran thus : " It will be curious to see how long the other
n_tious possessing slave colonies will be contour to remain behind England in
a matter of such concernmentboth to justice, which decidedly is not at pre_nt
a fashionable virtue, and to philanthropy, which certainly is so. Europe is
far more inexcusable than America in tolerating an enormity, of which she
could rid herself with so much greater ease. I speak of negro-slavery, not oi
the servsge of the Slavonic nations, who have not yet advanced beyond a state
of civilizat_n corresponding to the age of villenage in Western Europe, and
can only be expected to emerge from it in the same gradual manner, however
much accelerated by the salutary influence of the ideas of more advanced
countries."

To this, in the 2nd ed. (1849) we6added the note : "Denmark has the honour
of being the first Continental nation which followed the example of England ;
and the emancipation of the alaves was one of the earliest a_ts of the French
Provisional Govemment_ Still more recently, the progress of the American
mind towards s determination to rid itself of this odious stain has been nmul.
rested by very gra_ symptoms."

In the 3rd ed. (1852) the latter part of the reference to the S_vonio natio_
was __e to read : " who, to _IIsppearanze, will be indebted/or their liheration
from this great evil to the influenceof the ideas of the more advsneed countries,
rather thau to the rapidity of their own progress in improvement." In the
note, "herok and _tunmiated" was inserted before "French Pmvisimud
Government." In the 5th ed. (1862) the second sentence of the note was
replaced by "The Dutch Government k now seriously engaged in the t
beneficent enterprkL']
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the emm of slavery ha8 been cast out from the great American
republic, to find its last temporary refi_e in Brazil and Cuba. No
European country, except Spain alone, any longer participates in
the enormity. Even seffage has now ceased to have a legal existence
in Europe. Denmark has the honour of being the first Continental
nation which imitated England in liberating its colonial slaves;
and the abolition of slavery was one of the earliest acts of the heroic
and calnmniat_l Provisional Government of Frav_e. The Dutch

Government was not long b.hlnd, and its colonies and dependencies
are now, I believe without exception, free from actual slavery,
though forced labour for the public authorities is still E1865] a
recognie_ institution in Java, soon, we may hope, to be exchanged
for complete pereonal freedom.



CHAPTER VI

OF PEASANT PROPRIETOR_

§ 1. IN the r_gime of peasant properties, as in that of slavery,
the whole produce belongs to a single owner, and the distinction
of rent, profits, and wages, does not exist. In all other respects, the
two states of society are the extreme opposites of each other. The
one is the state of greatest oppression and degradation to the labour-
ing class. The other is that in which they are the most uncontrolled
arbiters of their own lot.

The advantage, however, of small properties in land, is one of
the most disputed questions in the range of political economy. On
the Continent, though there are some dissentients from the prevailing
opinion, the benefit of having a numerous proprietary population
exists in the minds of most people in the form of an axiom. But
English authorities are either unaware of the judgment of Continental
agriculturists, or are content to put it aside, on the plea of their
having no experience of large properties in favourable circumstances :
the advantage of large properties being only felt where there are
also large farms; and as this, in arable districts, implies a greater
accumulation of capital than usually exists on the Continent, the
great Continental estates, except in the case of grazing farms, are
mostly let out for cultivation in small portions. There is some truth
in this; but the argument admits of being retorted; for if the
Continent knows little, by experience, of cultivation on a large
scale and by large capital, the generality of English writers are no
better acquainted practically with peasant proprietors, and have
almost always the most erroneous ideas of their social condition
and mode of life. Yet the old traditions even of England are on the

same side with the general opinion of the Continent. The "yeo-
manry" who were vaunted as the glory of England while they
existed, and have been so much mourned over since they disappeared,
were either small proprietors or small _-_nera, and if they were mostly
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the last, the character they bore for sturdy independence is the more

noticeable. There is a part of England, unfortunately a very small
part, where peasant proprietors are still [1848] common ; for such

are the "' statesmen" of Cumberland and Westmoreland, though
they pay, I believe, generally if not universally, certain customary
dues, which, being fixed, no more affect their character of proprietor,
than the land-tax does. There is but one voice, among those ac-
quainted with the country, on the admirable effects of this tenure

of land in those counties. No other agricultural population in
England could have furnished the originals of Wordsworth's
peasantry.*

The general system, however, of English cultivation, affording
no experience to render the nature and operation of peasant pro-
perties familiar, and Englishmen being in general profoundly
ignorant of the agricultural economy of other countries, the very
idea of peasant proprietors is strange to the English mind, and does
not easily find access to it. Even the forms of language stand in
the way : the familiar designation for owners of land being "land-
lords," a term to which "tenants " is always understood as a corre-

lative_ When, at the time of the famine, the suggestion of peasant
properties as a means of Irish improvement found its way into
parliamentary and newspaper discussions, there were writers of

a In Mr. Wordsworth's little descriptive work on the scenery of the I_kes,
he speaks of the upperpart of the dales as having been for centuries "a perfect
republic of shepherds and agriculturists, proprietors, for the most part, of the
lands which they occupied and cultivated. The plough of each man was con-
fined to the maintenance of hk own family, or to the occasional accom:_od_tion
of his neighbour. Two or three cows furnished each family with milk and
ohe_e. The chapel was the only edifice that presided over these dwelllnga,
the supreme head of this purecommonwealth ; the members of which existed
in the midst of a powerful empire, like an ideal society, or an organized com.
munity, whose constitution had been imposed and regulated by the mountains
which protected it. Neither high.born nobleman, knight, noresquire was here ;
but many of these humble sons of the hilk had a consciousness that the land
which they walked over and tilled had for more than five hundred yeats been
po_essed by men of their name and blood . . . Cornwas grown in these vales
sufficient upon each estate to furnish bread for each family, no more. The
_ormm and moisture of the climate induced them to sprinkle their upland pro.
perrywith outhouses oi native stone, as placee of shelter for their sheep, where
in tempestuous weather, food was dktributed to them. Every family spun
from its own flock the wool with which it was clothed ; a weaver was here and
thergfound among them, and the rest of their wants was suppUed by the produce
of the yarn, which they carded and s_pun in their own houses, and carrled to
market either under their arm_ or more frequently on packhorses, a small

t_lrlng their way weekly down the valley, or over the mountains, to the
0o_ toWn."--A /D_cr_io_ of g_ Bo_rg of _ _ ivt ?,_

Nor_ o/E_, 3rd edit. pp, 50 to 53 and 63 to 65.
K
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pretension to whom the word "proprietor" was so tar from oon-
veying any distinct idea, that they mistook the small holdings of
Irish cottier tenants for peasant properties. The subject being
so little understood, I think it important, before entering into the

theory of it, to do something towards showing how the case stands
as to matter of fact; by exhibiting, at greater length than would
otherwise be admissible, some of the testimony which exists respect-

ing the state of cultivation, and the comfort and happiness of the
cultivators, in those countries and parts of countries, in which the
greater part of the land has neither landlord nor farmer, other than
the labourer who fills the soil.

§ 2. I lay no stress on the condition of North America, where,
as is well known, the land, except in the former Slave States, l is

almost universally owned by the same person who holds the plough.
A country combining the natural fertility of America with the
knowledge and arts of modern Europe, is so peculiarly circum-
stanced, that scarcely anything, except insecurity of property or a
tyrannical government, could materially impair the prosperity of
the industrious classes. I might, with Sismondi, insist more strongly
on the case of ancient Italy, especially Latium, that Campagna
which then swarmed with inhabitants in the very regions which under
a contrary r_gime have become uninhabitable from malaria. But
I prefer taking the evidence of the same writer on things known
to him by personal observation.

"It is especially Switzerland," says M. de Sismondi, "which
should be traversed and studied to judge of the happiness of peasant

proprietors. It is from Switzerland we learn that agriculture prac-
tised by the very persons who enjoy its fruits, suffices to procure
great comfort for a very numerous population ; a great independence
of character, arising from independence of posiifion ; a great com-
merce of consumption, the result of the easy circumstances of all the
inhabitants, even in a colmtry whose climate is rude, whose soil is but

moderately fertile, and where late frosts and inconstancy of seasons
often blight the hopes of the cultivator. It is impossible to see
without admiration those timber houses of the poorest peasant, so
vast, so well closed in, so covered with carvings. In the interior,

spacious corridors separate the different chambers of the numerous
family ; each chamber has but one bed, which is abundantly furnished

i [Substituted in tim 7th ed. (1871) for "wherever free from the ouam d
ilavery."]



ruth em.tatnM_bedclothes, and the whitest linen; carefully kept
htmiture surrounds it; the wardrobes are filled with linen; the
dairy is vast, well aired, and of exquisite cleanness ; under the same
roof is a great provision of corn, salt meat, cheese and wood ; in the
cow-honses are the finest and most carefully tended cattle in Europe ;
the garden is planted with flowers, both men and women are cleanly
and warmly clad, the women preserve with pride their ancient
costume ; all carry in their faces the impress of health and strength.
Let other nations boast of their opulence, Switzerland may always
pcdnt with pride to her peasants." *

The same eminent writer thus expresses his opinion on peasant
proprietorshipingeneral

"Whereverwe findpeasantproprietors,we alsofindthecomfort_
security,confidenceinthefuture,and independence,whichassure
atoncehappinessandvirtue.Thepeasantwho withhischildrendoes

allthework ofhislittleinheritance,who paysno renttoany one
abovehim,norwagestoany one below,who regulateshisproduc-
tionbyhisconsumption,who eatshisown corn,drlnlwhisown wine_
isclothedinhisown hemp andwool,careslittleforthepricesofthe
market;forhehaslittletosellandhttletobuy,and isneverruined
by revulsions of trade_ Instead of fearing for the future, he sees
it in the colours of hope ; for he employs every moment not required
by the labours of the year, on something profitable to his children
and to future generations. A few minutes' work sui_ces him to plant
the seed which in a hundred years will be a large tree, to dig the
channel which will conduct to him a spring of fresh water, to improve
by cares often repeated, but stolen from odd times, all the species
of anlm_ls and vegetables which surround him. His little patrimony
is a true savings bank, always ready to receive all his little gains and
utilize all his moments of leisure. The ever-acting power of nature
re_rns them a hundred-fold. The peasant has a lively sense of the
happiness attached to the condition of a proprietor. Accordingly
he is always eager to buy land at any price. He pays more for it
than its value, more perhaps than it wilt bring him in ; but is he not
right in estimating highly the advantage of having always an advan-
tageous investment for his labour, without underbidding in the
wages-market--of being always able to find bread, without the
necessityofbuyingitata_arcityprice

"Tha peasant proprietor is of all cultivators the one who gets
moat from the soil, for he is the one who thlnlm most of the future, and

• _/_ r_r r£_ie Polgiqu¢,EssaiILL



who has been most instructedby experieuce.He isabe the on.

who employsthe human powerstomost advantage,becausedividing

hisoccupationsamong allthe membem of hisfamily,he reserves

some foreveryday ofthe year,so thatnobody iseverout ofwork.

Of allcultivatomhe isthe happiest,and atthesame time theland

nowhere occupies,and feedsamply withoutbecoming exhausted,

Iomany inhabitantsas where they areproprietors.Finally,ofall

cultivatorsthepeasantproprietoristhe one who givesmost encour-
agement tocommerce and manufactures,becausehe istherichest."*

This pictureof unwearied assiduity,and what may be called

affectionateinterestinthe land,isborneout inregardtothe more

intelligentCantons of Switzerlandby English olmervem. "In

walkinganywhere inthe neighbourhoodof Zurich,"saysMr. Inglis,

"in lookingtothe rightor tothe left,one isstruckwiththe ex_ra-

ordinary industry of the inhabitants ; and if we lsaru that a pro-
prietor here has a return of ten per cent. we are inclined to say, ' he
deserves it.' I speak at present of country labour, though I believe
that in every kind of trade also, the people of Zurich are remarkable
for their assiduity ; but in the industry they show in the cultivation
of their land I may safely say they are unrivalled. When I used to

open my casement between four and five in the morning to look out
upon the lake and the distant Alps, I saw the labourer in the fields ;
and when I returned from an evening walk, long after sunset, as late,
perhaps, as halLpast eight, there was the labourer mowing his grass,
or tying up his vines... It is impossible to look at a field, a
garden, a hedging, scarcely even a tree, a flower, or a vegetable,
without perceiving proofs of the extreme care and industry that are
bestowei upon the cultivation of the soil. If, for example, a psth

• And tn another work (Nou_auz Princip_ d'Economie Polit/que, liv. iiL
oh. $,) he _ys : "When we traverse nearly the wholeof Switeerland, and eever_l
.ll_ovine_ of _ Italy, and Germmay,we need never ask, in looking at any
pleoe of land, ff it belongs to apeasant proprietoror to a f_rmer. Theintelligent
eare, the enjoymenta provided for the labourer, the adornment whieh the
eountry h_ reoeived from his hands, are clear indie_tiom of the former. It is
true an o.ppreasivegovernment may destroy the eomtort and brutify the inteHi.
gen_ which should be the .resultof property ; taxation may abstract the beet
produ.oeof the field& the .insolent...of governm.e._t o_oeri my disturb the
ese.unty of the peas_..t, the ampmmb1.1ityof obt_mn s .ju._ a_ndMta powe.H_..I
nelghvour may Jow diseour_ement m hm rmn_l,and m the fine oountry .hieh
has been given baek to the admmmtmtion"" of the King of Sardlnia,.,, the pro*
prietor, equally with the d_y.htboerer, wea_ the livery of hidigenee. He wao
hem s]}e_kin_ of _voy, whex_ the pelMl&ntlwel_ genel_ _ and_
accordingtoauthentio a_oountl, extremely mi_mble. But, u M?de Skmondi
eontinnes, "it is m vain to observe only one of the rules d politi¢_ economy !

cannot by itself suflloe to pz_duoegood ! but at le_t it diminishes evil."
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leads through Jr by the side of a field of grain, the corn is not, as in

England, permitted to hang over the path, exposed to be pulled or
trodden down by every passer-by ; it is everywhere bounded by a
fence, stakes are placed at intervals of about a yard, and, about two
or three feet from the ground, boughs of trees are passed longitudin-
ally along. If you look into a field towards evening, where there
are large beds of cauliflower or cabbage, you will find that every
tangle plant has been watered. In the gardens, which around
Zurich are extremely large, the most punctilious care is evinced in
every production that grows. The vegetables are planted with
secmlngly mathematical accuracy ; not a single weed is to be seen,
not a single stone. Plants are not earthed up as with us, but are
planted in a small hollow, into each of which a little manure is'put,
and each plant is watered daily. Where seeds are sown, the earth
directly above is broken into the finest powder ; every shrub, every
flower is tied to a stake, and where there is wall-fruit a trelllce is

erected against the wall, to which the boughs are fastened, and there
t, not a single thing that has not its appropriate resting place." *

Of one of the remote valleys of the High Alps the same wTiter
th_ expresseshJmse_t

"In the whole of the Engadine the land belongs to the peasantry,
who, like the inhabitants of every other place where this state of
things exists, vary greatly in the extent of their possessionL . . .
Generally speaking, an Engodine peasant lives entirely upon the
produce of his land, with the exception of the few articles of foreign
growth required in his family, such as coffee, sugar, and wine. Flax
is grown, prepared, spun, and woven, without ever leaving his house.
He has also his own wool, which is converted into a blue coat, with-

out ping through the hands of either the dyer or the tailor. The
country is incapable of greater cultivation than it has received.
All has been done for it that industry and an extreme love of gain
mm devise. There is not a foot of waste land in the gngadine, the
lowest part of which is not much lower than the top of Snowdon.
Wherever grass will grow, there it is ; wherever a rock will bear a
blade, verdure is seen upon it; wherever an ear of rye will ripen,
there it is to be found. Barley and oats have also their appropriate
spots ; and wherever it is possible to ripen a little patch of wheat, the
¢ultivation of it is attempted. In no country in Europe will be found

• 8wltzerland, _ 8outh of Fray.e, and gk¢ Pyream_, dt 1830. By H. _t
inglia VoLL eh. 2.

Ibid. oh. 8 and 10.



262 BOOKIL CH_VL |$

so tew poor as in the Engadine. In the village of Su_ which

contains about six hundred inhabitants, there is not a single
individual who has not wherewithal to live comfortably, not a
single individual who is indebted to others for one morsel that he
eats."

Notwithstanding the genera] prosperity of the Swiss peasantry,
this total absence of pauperism and (it may almost be said) of
poverty., cannot be predicated of the whole country; the largest
and richest canton, that of Berne, being an example of the contrary ;
for although, ia the parts of it which are occupied by peasant pro-
prietors, their industry is as remarkable and their ease and comfort
as conspicuous as elsewhere, the canton is burthened with a numer-
one pauper population, through the operation of the worst regulated

system of poor-law administration in Europe, except that of Eng-
land before the new Poor Law.* Nor is Switzerland in some other

respects a favourable example of all that peasant properties might
effect. There exists a series of statistical accounts of the Swies

Cantons, drawn up mostly with great care and inteLligence,
containing detailed information, of tolerably recent date, respecting
the condition of the land and of the people. From these, the sub-

division appears to be often so minute, that it can hardly be supposed
not to be excessive : and the indebtedness of the proprietors in the
flourishing canton of Zurich " borders," as the writer expresses it,

"on the incredible; "_ so that "only the intensest industry,
frugality, temperance, and complete freedom of commerce enable
them to stand their ground." Yet the genera] conclusion deducible

from these books is that since the beginning of the century, and
concurrently with the subdivision of many great estates which
belonged to nobles or to the cantonal governments, there has beea

* [1852] There have been considerable changes in the Poor Law adminis-
tration and legislation of the Canton of Berne since the sentenoe in the text
wu written. But I am not sufficiently acquainted with the nature and opera.
t_onof these changes to speak more particularly of them here.

"Eine an das unglaubliehe gr_nzende Schuldevm_e" is the exprmsion.
(Historisch-geogra_hisch.stat_tische Oemiilde der 8_weiz. _rsUr Tkeil. L_
Ka_ton Zhrich. Von Gerold Meyer yon Knonau, 1834, pp. 80-81.) There
are villages in Zurich, he adds, in which there is not a single property un.
mortgaged. It does not, however, follow that each individual proprietor is
deeply involved because the aggregate mass of encumbrances is large. In the
Canton of Schaffhausen, for instance, it is stated that the lan.ded properties
are almost all mortgaged, but rarely for more than one-half their registered
value (ZwOlfter TheiL Der ]£anlon 8chaUhauaen, yon Edward Im-Thurn,
1840, p. 52), and the mortgages are often for the improvement and enlargement
of the estate. (8iebenzehnter Theil. Der Kanton Thiirgau, yon J. A Pupikofe_
1837, I_ 209.)
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a _]dng and rapid improvement in almost every department of
agricult_e, as well as in the houses, the habits, and the food of the
people. The writer of the account of Thfirgau goes so far as to
say, that since the subdivision of the feudal estates into peasant
properties, it is not uncommon for a third or a fourth part of an
estete to produce as much grain, and support as many head of
eattle_ as the whole estate did befora*

§ 3. One of the countries in which peasant proprietors are of
oldest date, and most numerous in proportion to the population, is
Norway. Of the social and economical condition of that country
an interesting account has been given by Mr. Laing. His testimony
in favour of small landed properties both there and elsewhere, is

given with great decision. I shall quote a few passages.
"If small proprietom are not good farmers, it is not from the

same cause here which we are told makes them so in Scotland--

indolence and want of exertion. The extent to which irrigation is
carried on in these glens and valleys shows a spirit of exertion and
ca-operation " (I request particular attention to this point), "to
which the latter can show nothing similar. Hay being the principal
winte_ support of live stock, and both it and corn, as well as potatoes,
liable, from the shallow soil and powerful reflection of sunshine

from the rocks, to be burnt and withered up, the greatest exertions
are made to bring water from the head of each glen, along such a
level as will give the command of it to each farmer at the head of his
fields. This is done by leading it in wooden troughs (the half of a
tree roughly scooped) from the highest perennial stream among the
hill_, through woods, across ravines, along the rocky, often per-

pendicular, sides of the glens, and from this main trough giving a
lateral one to each farmer in passing the head of his farm. He dis-
tributes this supply by moveable troughs among the fields ; and at
this season waters each rig successively with scoops like those used
by bleachers in watering cloth, laying his trough between every
two rigs. One would not believe, without sedng it, how very large
an extent of land is traversed expeditiously by these artificial showers.
The extent of the main troughs is very great. In one glen I walked
ben miles, and found it troughed on both sides : on one, the chain
is continued down the main valley for forty miles, t Those may be

" Th_irga_,p. 72.
1"[1852] Reichensperger (D/e Agrarfrage) quoted by Mr.Kay (Sot/a/Con-

_itioa and Education of ghePeaple _ England and Europe,) observes, "that
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bad farmers who do such things; but they am not indolent, not

ignorant of the principle of working in concert, and keeping up
establishments for common benefit. They are undoubtedly,

these respects, far in advance of any community of cottars in our

Highland glens. They feel as proprietors, who receive the ad-

vantage of their own exertions. The excellent state of the roads

and bridges isanother proof that the country isinhabited by people

who have a common interest to keep them under repair. There
are no tolls." *

On the effects of peasant proprietorship on the Continent gener-

ally, the same writer expresses himself as follows, t

"If we listen to the large farmer, the scientific agriculturist_

the" [English] "political economist, good farming must perish

with large farms ; the very idea that good fat_nlng can exist, unless
on large farms cultivated with great capital, they hold to be absurd.

the parts of Europe where the'most extensive and costly plans for watering the
meadows and lands have been'carried out in the greatest perfection, are these
where the lands are very much subdivided, and are in the hands of small pro-
prietors. He inst_noes the plain round Valencia, several of the southern
departments of France, particularly those of Vaucluas and Beaches du Rh6ne,
Lombardy, Tuscany, the districts of Sienna, Lucca, and Bergamo, Piedmont,
many parts of Germany, &c., in all which parts of Europe the land is very
much subdivided among small proprietors. In all these parts great and ex-
pensive systems and plans of general irrigation have been carried out, and are
now being supported by the small proprietors themselves ; thus showinghow
they are able to accomplish, by means of combination, work requiring the
expenditure of great quantities of capital." Kay, L 126.

• Lgmg, Jowrnal of a Re_ide_w_e in Norway, pl_ 36, 37. [From the 3rd e&
(1852) was omitted the following further passage from Laing, quoted in the
1st and 2nd : "It is, I am aware, a favourite and constant observation of our
agricultural writers, that these small proprietors make the worst farmers. It
may be so ; but a population may be in a wretched condition, although their
country is very well farmed ; or they may be happy, although bad cultivators.
• . . Good farming is a phrase composed of two words which h_ve no more
application to the happiness or well-being of a people than good weaving or
good iron-founding. That'the human powers shouldbe well applied, and not
misapplied, in the production of grain, or iron, or clothing, is, no doubt, an
object of great importance ; but the happiness or well.being of a people do_
not entirely depend upon it. It ha_ more eOect on their number# Omn on @eir
cond/_/on. The producer of grain who is working for himself only, who is
owner of his land, and has not a third of it_ prodtt0e to pay as rent, van afford
to be a worse farmer by one-third, than a tenant, and is, notwithstanding, in
a pr_erable condition. Our agricultural writers tell us, indeed, that labourers
in agriculture are much better off as farm-servants than they would be as
small proprietors. We have only the master's word for this. Ask the servant.
The colonists told us the same t,h!ng of their slaves. If property is a good and
desirable thing, I suspect that the smallest quantity of it is good and desirable ;
and that the state of society in which it is most widely diffused is the best
constituted."]

t No_ ofa Tra_3Jer, pp. 299 et mqoe
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Draining, manuring, economical arrangement, cleaning the land,
regular rotations, valuable stock and implements, all belong ex-
clusively to large farms, worked by large capital, and by hired labour.
Thia reads very well ; but if we raise our eyes from their books to

their fields, and coolly compare what we see in the best districts
farmed in large farms, with what we see in the best districts farmed
in small farms, we see, and there is no blinking the fact, better
crops on the ground in Flanders, East Friesland, Holstein, in short,
on the whole line of the arable land of equal quality of the Continet_t,
from the Sound to Calais, than we see on the line of British coast

opposite to this line, and in the same latitudes, from the Frith of
Forth all round to Dover. Minute labour on small portions of
arable ground gives evidently, in equal soils and climates, a superior
productiveness, where these small portions belong in property, as
in Flanders, Holland, Friesland, and Ditmarsch in Holstein, to the

farmer. It is not pretended by our agricultural writers, that our
large farmem, even in Berwickshiro, Roxburghshire, or the Lothlans,
approach to the garden-like cultivation, attention to manures,
drainage, and clean state of the land, or in productiveness from a
amall space of soft not originally rich, which distinguish the small
farmers of Flanders, or their system. In the best-farmed parish in
Scotland or England, more land is wasted in the corners and borders
of the fields of large farms, in the roads through them, unnecessarily
wide because they are bad, and bad because they are wide, in
neglected commons, waste spots, useless belts and clumps of sorry
trees, and such unproductive areas, than would maintain the poor
of the parish, if they were all laid together and cultivated. But
large capital applied to farming is of course only applied to the very
best of the soils of a country. It cannot touch the small unpro-
ductive spots which require more time and labour to fertilize
them than is consistent with a quick return of capital. But although
hired time and labour cannot be applied beneficially to such culti-
vation, the owner'a own time and labour may. He is working for
no higher terms at first from hla land than a bare living. But in
the course of generations fertility and value are produced ; a better
iivin_ and even very improved processes of husbandry, are attained.
lCurrow draining, stall feeding all summer, liquid manures, are
univex_ in the husbandry of the small farms of Flanders, Lombardy,
Switu_land. Our most improving districts under large farms are
but beginning to adopt them. Dairy husbandry even, and the
manufactuxe el the largest cheeses by the co-operation of many

K2
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small farmers,* the mutual assurance of property against fire and
hail-storms, by the co-operation of small farmers--the most scientific

and expensive of all agricultural operations in modern times, the
manufacture of beet-root sugar--the supply of the European markets
with flax and hemp, by the husbandry of small farmers--the abund-
ance of legumes, fruits, poultry, in the usual diet even of the lowest
classes abroad, and the total want of such variety at the tables even
of our middle classes, and this variety and abundance essentially
connected with the husbandry of small farmers--all these are
features in the occupation of a country by small proprietor-farmers,
which must make the inquirer pause before he admits the dogma
of our land doctors at home, that large farms worked by hired
labour and great capital can alone bring out the greatest productive-
ness of the soil and furnish the greatest supply of the necessariea
and conveniences of liie to the inhabitants of a country."

§ 4. Among the many flourishing regions of Germany in which
peasant properties prevail, I select the Palatinate, for the advantage
of quoting, from an English source, the results of recent personal
observation of its agriculture and its people. Mr. Howitt, a writer
whose habit it is to see all English objects and English socialities
en beau, and who, in treating of the Rheniah peasantry, certainly
does not underrate the rudeness of their implements, and the
inferiority of their ploughing, nevertheless shows that under the
invigorating influence of the feelings of proprietorship, they make
up for the imperfections of their apparatus by the inten_ty of their

* The manner in which the Swiss peasants combine to carry on cheese-
making by their united capital deserves to be noted. "Each parish in Swit-
gerland hires a man, generally from the district of GruyArein the canton of
Freyburg, to take care of the herd, and make the cheese. One chceseman, one
pressman or assistant, and one cowherd are considered necessary for every
forty vows. The owners of the cows get credit each of them, in a book daily
for the quantity of milk given by each vow. The cheeseman and his assistants
milk the cows, put the milk all together, and make cheese of it, and at the end
of the season each owner receives the weight of ch_._e proportionable to the
quantity of milk his vows have delivered. By this co-operative plan, instead
of the small.sized unmarketable cheeses only, which each could produce out of
his three or four cows' milk; he has the same weight in large marketable cheese
superior in quality, because made by people who attend to no other busineeL
The cheeseman and his assistants are paid so much per head of the cowm,in
money or is cheese, or sometimes they hire the cows, and pay the owners in
money or ehee_" Notes of a _'rave//er, p. 351. A similar system exists in the
lrrench Jura. See, forfull details, Lavergne, Fff.onomieRurale de la _'ra_e, 2nd
ed., pp. 139 et soqq. One of the most remarkable points in this interesting
ease of combination of labour is the confidence which it supposes, and which
axperlence must justify, in the integrity of the persons employed.
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application. "The peasant harrows and dears his land till it is
in the nicest order, and it is admirable to see the crops which he
obtains." * "The peasants t are the great and ever-present objects
of country life. They are the great population of the country,
because they themselves are the possessors. This country is, in
fact, for the most part, in the hands of the people. It is parcelled
out among the multitude ...... The peasants are not, as with us,
for the most part, totally cut off from property in the soil they
cultivate, totally dependent on the labour afforded by others--they
are themselves the proprietors. It is, perhaps, from this cause that
they are probably the most industrious peasantry in the world.
They labour busily, early and late, because they feel that they are
labouring for themselves ...... The German peasants work hard,
but they have no actual want_ Every man has his house, his
orchard, his roadside .trees, commonly so heavy with fruit, that he
is obliged to prop and secure them all ways, or they would be torn
to pieces. He has his corn-plot, his plot for mangel-wuzzel, for
hemp, and so on. He is his own master ; and he, and every member
of his family, have the strongest motives to labour. You see the
ei_ect of this in that unremitting diligence which is beyond that of
the whole world besides, and his economy, which is still greater.
The Germans, indeed, are not so active and lively as the English.
You never see them in a bustle, or as though they meant to knock
off a vast deal in a little time_ ..... They are, on the contrary,
slow, but for ever doing. They plod on from day to day, and year
to year--the most patient, untirable, and persevering of animal_
The English peasant is so cut off from the idea of property, that he
comes habitually to look upon it as a thing from which he is warned
by the laws of the large proprietors, and becomes, in consequence,
spiritless, purposelesL ..... The German bauer, on the contrary,
looks on the country as made for him and his fellow-men. He feels
himself a man ; he has a stake in the country, as good as that of the
hulk of his neighbours; no man can threaten him with ejection,
or the workhouse, so long as he is active and economical He
walks, therefore, with a bold step; he looks you in the face with
the air of a free man, but of a respectful on_"

Of their industry, the same writer thus further speaks : '"There
is not an hour of the year in which they do not find unceasing occupa-
tion. In the depth of w:mter_when the weather permits them by any

* R,i,aZam/_/,/re ofOerma,sy.p.27.
t Ibid.p.4_
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means to get out o{ doors, they are always finding something to do,
They cam7 out their manure to their lands while the frost is in them.
If there is not frost, they are busy cleaning ditches and falling old
fruit trees, or such as do not bear welL Such of them as are too
poor to lay in a sufficient stock of wood, find plenty of work in ascend-
ing into the mountainous woods, and bringing thence fuel. It
would astonish the English common people to see the intense labour
with which the Germans earn their firewood. In the depths of
frost and snow, go into any of their hills and woods, and there you
will find them hacking up stumps, cutting off branches, and gather-
ing, by all means _hich the official wood-pollce will allow, boughs,
stakes, and pieces of wood, which they convey home with the most
incredible toil and patience." * After a description of their careful
and laborious vineyard cldture, he continues,t "In England, with
its great quantity of grass lands, and its large farms, no soon as the
grain is in, and the fields are shut up for hay grass, the country
seems in a comparative state of rest and quiet. But here they are
everywhere, and for ever, hoeing and mowing, planting and cutting,
weeding and gathering. They have a suceession of crops like a
market-gardener. They have their carrots, poppies, hemp, flax,
saintfoin, lucerne, rape, colewort, cabbage, rotsbaga, black turnips,
Swedish and white turnips, teazels, Jerusalem artichokes, mangel-
wurzel, parsnips, kidney-beans, field beans, and peas, vetches,
Indian corn, buckwheat, madder for the manufacturer, potatoes,
their great crop of tobacco, millet--all, or the greater part, under the
family management, in their own fl_mily allotments. They have
had these things first to sow, many of them to transplant, to hoe,
to weed, to clear of insects, to top; many of them to mow and
gather in suc_ve erOl_ They have their water-mesdow_, of
which kind almost all their meadows are, to flood, to mow, and
reflood ; watercourses to reopen and to make anew : their early
fruits to gather, to bring to market _ith their green crops of vege-
tables ; their cattle, sheep, _lves, foals, most of them prisoners,
and po_dtry to look after ; their vines, as they shoot rampantly in
the summer heat, to prune, and thin out the leaves when they are too
thick : and any one may imagine what a scene of in_ces_n__t laboul
it is."

This interesting sketch, to the general truth of which any
observant traveller in that highly cultivated and populous region

* Rm_/_ Dom_/_ L/reoI_ _, p.44.
t IbkLI_ 60.
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• an bear witness, accords with the more elaborate delineation by

a distingltished inhabitant, Professor ]_u, in his little treatise
On the A_:tt_ttfe Of the Palati_te.* Dr. Ran bears testimony
not only to the industry, but to the skill and intelligence of the
peasantry ; their judicious employment of manures, and excellent
rotation of crops ; the progressive improvement of their agriculture
for generations past, and the spirit of fur_er improvement which is
still active. "The indefatigabhness of the country people, who

may be seen in activity all the day and all the year, and are never
idle, because they make a good dis_ibution of their labours, and
find for every interval of time a suitable occupation, is as well known
as their zeal is praiseworthy in turning to use every circumstance
which prmente itself, in _izing upon every useful novelty which offers,
and even in searching out new and advantagcons methods. One
easily perceives that the peasant of this district has reflected much on
his occupation: he can give reasons for his modes of proceeding,
even if those reasons are not always tenable; he is as exact an

observer of proportions as it is possible to be from memory, without
the aid of figures : he attends to such general signs of the times as
appear to augur him either benefit or harm." t

1The experience of all other parts of Germany is similar. "In
Saxony" saye Mr. Kay, "it is a notorious fact, that during the last
thirty years, and since the peasants became the proprietors of
the land, there has been a rapid and continual improvement in the
condition of the houses, in the manner of living, in the dress of the

peasants, and particularly in the culture of the land. I have
twice walked through that part of Saxony called Saxon Switzerland,
in company with a German guide, and on purpose to see the state
of the villages and of the farming, and I can safely challenge con-
tradiction when I affirm that there is no farming in all Europe

superior to the laboriously careful cultivation of the valleys of that
part of Saxony. There, as in the cantons of Berne, Vaud, and
Zurich, and in the Rhine provinces, the farms are singaxlarly

flouriahing. They are kept in beautiful condition, and are always
neat and well managed. The ground is cleared as if it were a

garden. No hedges or brushwood encumber it- Scarcely a rush or
thistle or a bit of rank grass is to be seen. The meadows are well

watered every spring with liquid manure, saved from the draininga
* Ueber die Landu_tl_cltafl der Rhein_fa_ mui in_beeonderein der Heidd.

I_rCerOe_ Von Dr. _ Heinrieh Rau. Heidelberg, 1830.
_Rau, pl_ 15, le_

[The met of thie eeetion was added in the 3rd ed. (1852).]
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of the farm yards. The grass is so free from weeds that the Saxon
meadows reminded me more of English lawns than of anything else
I had seen. The peasants endeavour to outstrip one another in
the quantity and quality of the produce, in the preparation of the
ground, and in the general cultivation of their respective portions.
All the little proprietors are eager to find out how to farm so as
to produce the greatest results : they diligently seek after improve-
merits ; they send their children to the agricultural sehooh in order
to fit tl_em to assist their fathers ; and each proprietor soon adopts
a new improvement introduced by any of his neighbours."* If
this be not overstated, it denotes a state of intelligence very different

not only from that of English labourers but of English farmers.
Mr. Kay's book, published in 1850, contains a mass of evidence

gathered from observation and inquiries in many different parts
of Europe, together with attestations from many distinguished
writers, to the beneficial effects of peasant properties. Among
the testimonies which he cites respecf_n g their effect on agriculture,
I select the following.

"Reichensperger, hlmaelf an inhabitant of that part of Prussia
where the land is the most subdivided, has published a long and
very elaborate work to show the admirable consequences of a
system of freeholds in land. He expresses a very deoided opinion that
not only are the gross products of any given number of acres held
and cultivated by small or peasant proprietors greater than the
gross products of an equal number of acres held by a few great
proprietors, and cultivated by tenant farmers, but that the n_¢
products of the former, after deducting all the expenses of cultiva-
tion, are also greater than the net products of the latter .... He
mentions one fact which seems to prove that the fertility of the
land in countries where the properties are small must be rapidly
increasing. He says that the price of the land which is divided
into small propeities in the Prussian Rhine provinces is much
higher, and has h_¢n rising much more rapidly, than the price
of land on the gr_ _states. He and Professor Rau both say that
this rise in the price of the small estates would have ruined the
more recent purchasers, unless the productiveness of the small
estates had iucreased in at least an equal proportion; and as
the srn_ _ypr/et_s ha_ been gradua//y be_in9 more and mo_e

* The 8ocia! Oonditlon and Eduction of the People in _l_nd and _grope;
showing the results of the Primary Schools, and of the division of Landed Proper_
in Foreion Countries. By Joseph Kay, M.A., Barrister-at-Law, and ls,t.
Travelling Baehelor of the University tf Cambridge. VoL L plx 138-40.
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prospero., notwithstanding the increasing pricos they have paid
for their land, he argues, with apparent justness, that this would
seem to show that not only the gross profits of the small estates,
but the net profits also have been gradually increasing, and that
the net profits per acre of land, when farmed by small proprietors,
are greater than the net profits per acre of land farmed by a great
proprietor. He says, with seeming truth, that the increasing price
of land in the small estates cannot be the mere effect of competition,
or it would have diminished the profits and the prosperity of the
small proprietors, and that this result has not followed the rise.

" Albrecht Thaer, another celebrated German writer on thb

different systems of agriculture, in one of his later works (Grund-
s_tze der rationellot Landwirtkschaft) erpresses his decided con-
viction, that the ne_ 7_roduce of land is greater when farmed by
small proprietors than when farmed by great proprietors or their
tenants .... This opinion of Thaer is all the more remarkable
as, during the early part of his life, he was very strongly in favour
of the English system of great estates and great farms."

Mr. Kay adds from his own observation, " The peasant farming
of Prussia, Saxony, Holland, and Switzerland is the most perfect
and economical farming I have ever witnessed in any country."*

§ 5. But the most decisive example in opposition to the English
preiudicc against cultivation by peasant proprietors is the case
of Beigiun_ The soil is originally one of the worst in EUrol_
"The provinces," says Mr. M'Culloch,t" of West and East Flanders:
and Hainault, form a far stretching plain, of which the luxuriant
vegetation indicates the indefatigable care and labour bestowed
upon its cultivation; for the natural soil consists almost wholly
of barren sand, and its great fertility is entirely the result of very
skilhd management and judicious application of various manure_"
There exists a carefully prepared and comprehensive treatise on
Flemish Husbandry, in the Farmer's Series of the Society for the
Diffusion of Useful Knowledge. The writer observes _ that the
Flemish agriculturists "seem to want nothing but a space to work
upon : whatever be the quality or texture of the soil, in time they

will make it produce something. The sands in the Campine can
be compared to nothing but the sand on the sea-shore, which
they probably were originally. It is higldy interesting to follow

* Kay, L 116-_
t Owyraphieal D/ct/onary, art. "Belgium." $ Pp. 11-14.
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step by step the progrem of improvement_ Here you see a cottage
and rude cowshed erected en a spot of the most unpromising
aspect. The loose white sand blown into irregular mounds is only
kept together by the roots of the heath : a small spot only is levelled
and surrounded by a ditch: port of this is covered with young
broom, part is planted with potatoes, and perhaps a small patch
cf diminutive clover may show itself:" but manures, both solid
and liquid, are collecting, "and this is the nucleus from which, in
a few years, a little farm will spread around .... If there is no
manure at hand, the only thing that can be sown, on pure sand, at
first is broom : this grows in the most barren soils ; in three yearn
it is fit to cut, and produces some return in faggots for the baker8
and brickmakers. The leaves which have fallen have somewhat

enriched the soil, and the fibres of the roots have given a slight
degree of compactne_. It may now be ploughed and sown with
buckwheat, or even with rye without m_nure. By the time this
is reaped, some manure may have been collected, and a regular
course of cropping may begin. As soon as clover and potatoes
enable the farmer to keep cows and make manure, the improvement
goes on rapidly; in a few years the soil undergoes a complete
change : it becomes mellow and retentive of moisture, and enriched
by the vegetable matter afforded by the decomposition of the
roots of clover and other plants .... After the land has been
gradually brought into a good state, and is cultivated in a regular
manner, there appears much less difference between the soils which
have been originally good, and those which have been made so
by labour and industry. At least the crops in both appear more
nearly alike at harvest, than is the case in soils of different qualities
in other countries. This is a great proof of the excellency of the
Flemish system ; for it shows that the land is in a constant state
of improvement, and that the deficiency of the soil is compensated
by greater attention to tillage and manuring, especially the latter."

The people who labour thus intensely on their small properties

or farms, have practised for centuries those principles of rotation
of crops and economy of manures, which in England are counted
among modern discoveries : and even now the superiority of their
agri_nlture, as a whole, to that of England, is admitted by competent
judges. "The cultivation of a poor light soil, or a moderate soil,"
says the writer last quoted,* "is generally superior in Flanders to
that of the most improved farms of the same kind in Britain. We

* Plem6h Husbandry, p. $.
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mlrpa_ the Flemishfarmergreatlyincapital,invariedimpiements

oftillage,in the choiceand breedingofcattleand sheep,"(though,

accordingto the same authority,*they aremuch "beforeusin the

feedingof theircows,")"and the Britishfarmer isin generala

man of superioreducationto the Flemish peasant. But in the

minute attentionto the qualitiesof the soil,in the management

and applicationof manures of differentkinds,in the judicious
successionofcrops,and especiallyin the economy ofland,so that

every part of itshellbe in a constantstateof production,we
have stillsomethingtolearnfrom theFlemings,"and not from an

instructedand enterprisingFleming here and there,but from the

generalpractice.

Much ofthe most highlycultivatedpartofthe countryconsists

of peasantproperties,managed by the proprietors,always either

whollyorpartlyby spade industry,t "When thelandiscultivated

entirelyby thespade,and no horsesarekept,acow iskept forevery

threeacresofland,and entirelyfedon artificialgrassesand roots.

Thismode ofcultivationisprincipallyadoptedintheWaes district,

wherepropertiesareverysmall. Allthelabourisdone by thediffer-

ent members of thefamily;" childrensoon beginning"to assistin

variousminute operations,accordingto theirage and strength,

such as weeding,hoeing,feedingthe cowa Ifthey can raiserye
and wheat enough to make theirbread,and potatoes,turnips,

carrotsand clover,forthe cows,theydo well; and theproduceof

the saleoftheirrape-seed,theirflax,theirhemp, and theirbutter,

afterdeductingthe expenseof manure purchased,which isalwaym

considerable,givesthem a very good profit.Suppose the whole
extentofthelandtobesixacres,which isnotan uncommon occupa=

tion,and which one man can manage;" then (afterdescribingthe
cultivation),"if a man with hiswifeand threeyoung childrenare

consideredsa equal to threeand a halfgrown up men, thefamily

will teqnirethirty-ninebushelsof grain,forty-nlnebushelsof

potatoes,a fathog, and the butterand millrofone cow : an acre
and a halfof land willproduce the grainand potatoes,and allow

some corn to finishthe fatteningof the hog, which has the extra

buttermilk: anotheracreinclover,carrots,and potatoes,together

with the etubMe turnips,willmore than feed the cow; conse-

quentlytwo and a halfacresoflandissui_eienttofeedthisfamily,

and the produceofthe otherthreeand a halfmay be soldto pay

* P/em/s?_Husbandry,Iz I_
Ibid.pp.73etseq.
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the rent or the interest of purchase-money, wear and tear of imp|&
ments, extra manure, and clothes for the family. But these acres
are the most profitable on the farm, for the hemp, flax, and colza
are included; and by having another acre in clover and roots,
a second cow can be kept, and its produce sold. We have, therefore,
a solution of the problem, how a family can live and thrive on six
acres of moderate land." After showing by calculation that tl_

extent of land can be cultivated in the most perfect manner by the
family without any aid from hired labour, the writer continues,
"In a farm of ten acres entirely cultivated by the spade, the addition
of a man and a woman to the members of the family w_U render
all the operations more easy ; and with horse and cart to carry out
the manure, and bring home the produce, and occasionally draw the

harrows, fifte_ acres may be very well cultivated .... Thus it
will be seen," (this is the result of some pages of details and calcula-
tions,*) "that by spade husbandry, an industrious man with a
small capital, occupying only fifteen acres of good light land, may
not only live and bring up a family, _ying a good rent, but may
accumul,_te a considerable sum in the course of his life." But

the indefatigable industry by which he accomplishes this, and of
which so large a portion is expended not in the mere cultivation,
but in the improvement, for a distant return, of the soil itselfq
has that industry no connexion with not paying rent ? Could it
exist, without presupposing either a virtually permanent tenure,
or the certain prospect, by labour and economy on hired land, of
becoming one day a landed proprietor ?

As to their mode of living, " the Flemish _rmers and labourerJ
live much more economically than the same class in England:
they seldom eat meat, except on Sundays and in harvest : butter-
millr and potatoes with brown bread is their daily food." It is on
this kind of evidence that English travellers, as they hurry through
Europe, pronounce the peasantry of every Continental country
poor and miserable, its agricultural and aocial system a failure_
and the English the only r_gime under which labourers are well
off. It is, truly enough, the only r_me under which laboure_
whether well off or not, never attempt to be better. So little are

English labourers accustomed to consider it possible that a labourer
should not spend all he earns, that they habitually mistake the
of economy for those of poverty. Observe the true interpretation
of the phenomena.

.,_h H_a_y. 1_ 81.
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"Acoordingiy they _e grad_Uy ae_irin 9 capital, and theiz
great ambition is to have land of their own. They eagerly seize
every opportunity of purchasing a small farm, and the price is so
raised by competition, that land pays little more than two per cent
interest for the purchase money. Large properties gradually dis-
appear, and are divided into small portions, which sell at a high rate.
But the wealth and industry of the population is continually increas-

ing, being rather diffused through the masses than accumulated in
individuals."

With facts like these, "known and accessible, it is not a little

surprising to find the ease of Flanders referred to not in recommen-
dation of peasant properties, but as a warning against them ; on
no better ground than a presumptive excess of population, inferred
from the distress which existed among the peasantry of Brabant
and East Flanders in the disastrous year 1846-47. The evidence
which I have cited from a writer conversant with the subject, and

having no economical theory to support, shows that the distress,
whatever may have been its severity, arose from no insufficiency
in these little properties to supply abundantly, in any ordinary
circhm_tances, the wants of all whom they have to maintain. It
_rose from the essential condition to which those are subject who

employ land of their own in growing their own food, namely, that
the vicissitudes of the seasons must be borne by themselves, and
cannot, as in the case of large farmers, be shifted from them to the
consumer. When we remember the season of 1846, a partial failure

of all kinds of grain, and an almost total one of the potato, it is no
wonder that in so unusual a calamity the produce of six acres, half of
them sown with flax, hemp, or oil seeds, should fall short of a year's

provision for a family. But we are not to contrast the distressed
Flemish peasant with an English capitalist who farms several hun-
dred acres of land. If the peasant were an Englishman, he would not
be that capitalist, but a day labourer under a capitalist. And is
there no distress, in times of dearth, among day labourers ? Was

there none, thag year, in countries where small proprietors and small
farmers are unknown ? I am aware of no reason for believing

that the distress was greater in Belgium, than corresponds to the
proportional extent of the failure of crolm compared with other
countries.*

* [1849] As much of the distress lately complained of in Belgium, as
partake_in any degree of a permanent character, appears to l_. almost confined
to the portion of the population who carry on manufacturing labour, elmer Dy
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§ 6.1 The evidence of the beneficialoperation of peasant

properties in the Channel Islands is of so decisivea character,
that I cannot help adding to the numerous citations already made,
part of a description of the economical condition of those islands,
by a writer who combines personal observation with an attentive
study of the information afforded by others. Mr.William Thornton,
in his Plea for Peasant Proprietorl, a book which, by the exce]lenos
both of its materials and of its exeoution, deserves to be regarded as
the standard work on that side of the question, speaks of the island
of Guernsey in the following terms : "Not even in England is nearly
so large a quantity of produce sent to market from a _a_t of such

limited extent. This of itself might prove that the cultivators must
be far removed above poverty, for being absolute owners of all the
produce raised by them, they of course sell only what they do not
themselves require. But the satisfactoriness of their condition is
apparent to every observer. ' The happiest community,' says Mr
Hill, ' which it has ever been my lot to fall in with, is to be found
in this little island of Guernsey.' 'No matter,' says Sir George
Head, 'to what point the travel]at may choose to bend his way,
comfort everywhere prevails.' What most surprises the English
visitor in his first walk or drive beyond the bounds of St. Peter's
Port is the appearance of the habitations with which the landscape
is thickly studded. Many of them are such as in his own country
would belong to persons of middle ranlr ; but he is puzzled to guess
what sort of people live in the other, which, though in general not
large enough for farmers, are almost invariably much too good in
every respect for day labourers .... Literally, in the whole island,
with the exception of a few fishermen's huts, there is not one so

mean as to be likened to the ordinary habitation of an English
farm labourer .... 'Look,' says a late Bailiff of Guernsey, Mr.
De L'Isle Brock, ' at the hovels of the English, and compare them
with the cottages of our peasantry.'... Beggars are utterly
nnknown .... Pauperism, able-bodied pauperism at least, is

itself or in conjunction with agrieultm'sl ; and to be oeeusioned by a aimlntshed
demand for Belgie manufactures,

To the preceding testimonies respectingGermany, Switzerland, and Belgium,
may be added the following from Niebuhr, respecting the Roman Campagna.
In a letter from Tivoli, he says, " Wherever you find hereditary farmers,or
small proprietors, there you also find industry and honesty. I believe that s
man who would employ a large fortune in establishing small freeholds might
put an end to robbery in the mountain distriots."_Li[e and Lett_s of Niebs_,
voL ii.p. 149.

' [TI_ section wu added to the 2nd ed. (;849).]



PEASANT PROPRIETORS 277

nearly as rare as mendicancy. The Savings Banks accounts also
bear witness to the general abundance enjoyed by the labouring
classes of Guernsey. In the year 1841, there were in England, out
of a population of nearly fifteen millions, less than 700,000 depositors,
or one in every twenty persons, and the average amount of the
deposits was 30/. In Guernsey, in the same year, out of a population
of 26,000, the number of depositors was 1920, and the average amount
of the deposits 40/." * The evidence as to Jersey and Alderney is of
a similar character.

Of the emciency and productiveness of agriculture on the small
properties of the Channel Islands, Mr. Thornton produces ample
evidence, the result of which he sums up as follows: " Thus it

appeam that in the two principal Channel Islands, the agricultural
population is, in the one twice, and in the other three times, as dense
as in Britain, there being in the latter country only one cultivator
to twenty-two acres of cultivated land, while in Jersey there is one
to eleven, and in Guernsey one to seven acre_ Yet the agriculture
of these islands maintains, besides cultivators, non-agricultural
populations, respectively four and five times as dense as that of
Britain. This difference does not arise from any superiority of soil
or climate possessed by the Channel Islands, for the former is naturally
rather poor, and the latter is not better than in the southern counties
of England. It is owing entirely to the assiduous care of the farmers,
and to the abundant use of manure."t "In the year 1837," he says
in another placeo_ "the average yield of wheat in the large farms of
England was only twenty-one bushels, and the highest average for
any one county was no more than twenty-six bushela The highest
average since claimed for the whole of England is thirty bushel_
In Jersey, where the average size of farms is only sixteen acres,
the average produce of wheat per acre was statexl by Inglis in 1834
to be thirty-six bushels ; but it is proved by o_cial tables to have
been forty bushels in the five years ending with 1833. In Guernsey,
where farms are still smaller, four quarters per acre, according to
Inglis, is considered a good, but still a very common crop." "Thirty
shillings § an acre would be thought in England a very fair rent for
middlin_ land ; but in the Channel Islands, it is only very inferior
land that would not let for at least 4/."

§ 7. It is from France that impressiona unfavourable to peasant

• d Plea for Peasaz_ProI_rieb_.s. By William Thomas Thornton, plx 99-104.
t Ibid. p. 38. _ Ibid. p. 9. § Ibid. p. 32.
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propertiesare generallydrawn; it is in France that the system is
so often asserted to have brought forth its fruit in the most wretched
possible agriculture, and to be rapidly reducing, if not to have already
reduced the peasantry, by subdivision of land, to the verge of
starvatiom It is difficult to account for the general prevalence of
impressions so much the reverse of truth. The agriculture of France
was wretched and the peasantry in great indigence before the Revo-
lution. At that time they were not, so universally as at present,
landed proprietors. There were, however, considerable districts
of France where the land, even then, was to a great extent the pro-
petty of the peasantry, and among these were many of the most
conspicuous exceptions to the general bad agriculture and to the
general poverty. An authority, on this point, not to be disputed,
is Arthur Young, the inveterate enemy of small farms, the cory-
phseus of the modern English school of agriculturists; who yet,
travelling over nearly the whole of France in 1787, 1788, and 1789,
when he finds remarkable excellence of cultivation_ never hesitates

to ascribe it to peasant property. " Leaving Sauve," says he,*
"I was much struck with a large tract of land, seemingly nothing but
huge rocks ; yet most of it enclosed and planted with the most
industrious attention. Every man has an olive, a mulberry, an
almond, or a peach tree, and vines scattered among them ; so that
the whole ground is covered with the oddest mixture of these plants
and bulging rocks, that can be conceived. The inhabitants of
village deserve encouragement for their industry ; and if I were a
French rn]nlster they should have it. They would soon turn all
the deserts around them into gardens. Such a knot of active
husbandmen, who turn their rocks into scenes of fertility, because

I suppose their own, would do the same by the wastes, if animated by
the same omnipotent principle." Again : t " Walk to Rossendal,"
(near Dunkirk) "where M. le Brun has an improvement on the
Dunes, which he very obligingly showed me. Between the town and
that place is a great number of neat little houses, built each with its
gardens and one or two fields enclosed, of most wretched blowing
dune sand, naturally as white as snow, but improved by industry.
The magic of _o/_rty turns sand to gol&" And again : _:" Going out
of Gauge, I was surprised to find by iar the greatest exe_ion in

* Arthur Young's Trm_$ m Frcm_, voLi. p. _ [In the edition cg •
portion of the work by MissBetham-Edwards, p. 53.]

t Ibid. p. 88 [ed. Bet_m-Edwsrds, p. I09_
:_ Ibid. p. 51 led. Betham-Edwards, p. 54_
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irrigation which I had yet seen in France ; and then passed by lome
steep mountains, highly cultivated in terraces. Much watering at
St. Lawrence. The scenery very interesting to a farmer. From
Gange, to the mountain of rough ground which I crossed, the ride
has been the most interesting which I have taken in France ; the
efforts of industry the most vigorous ; the animation the most lively.
An activity has been here, that has swept away all difficulties
before it, and has clothed the very rocks with verdure. It
would be a disgrace to common sense to ask the cause; the
enjoyment of property must have done it. Give a man the secure
possession of a bleak rock, and he will turn it into a garden ; give
him a nine years' lease of a garden, and he will convert it into
a desert."

In his description of the country at the foot of the Western
Pyrenees, he speaks no longer from surmise, but from knowledge.
" Take * the road to Moneng, and come presently to a scene which
was so new to me in France, that I could hardly believe my own
eyes. A succession of many well-built, tight, and comfortable
farming cottages built of stone and covered with tiles ; each having
its little garden, enclosed by clipt thorn-hedges, with plenty of peach
and other fruit-trees, some fine oaks scattered in the hedges, and
young trees nursed up with so much care, that nothing but the foster-
ing attention of the owner could effect anything like it. To every
house belongs a farm, perfectly well enclosed, with grass borders
mown and neatly kept around the corn-fields, with gates to pass
from one enclosure to another. There are some parts of England
(where small yeomen still remain) that resemble this country ot
B6arn ; but we have very little that is equal to what I have seen
in this ride of twelve miles from Pan to Moneng. It is all in the hands
of little proprietors, without the farms being so small as to occasion
a vicious and miserable population. An air of neatness, warmth,
and comfort breathes over the whole. It is visible in their new built

houses and stables ; in their little gardens ; in their hedges ; in the
courts before their doors ; even in the coops for their poultry, and
the sties for their hogs. A peasant does not thinl_ of rendering
his ]pig comfortable, if his own happiness hang by the thread of a
nine years' lease. We are now in B_arn, within a few miles of the
cradle of Henry IV. Do they inherit these blessings from that
good prince ._ The benignant genius of that good monarch seems
to reign still over the country ; each peasant has the fowl in the pot."

• Young, voLL lz _6 led. Betham-Edwards, 1_61].
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He frequently notices the excellence of the agriculture of French
Flanders, where the farms "are all small, and much in the hands of
little proprietors." *° In the Pays de Caux, also a country of small
properties, the agriculture was mkerable ; of which his explanation
was that it "is a manufacturing country, and farming is but a
secondary pursuit to the cotton fabric, which spreads over the whole
of it." t The same district is still a seat of manufactures, and a
country of small proprietors, and is now, whether we iudge from the
appearance of the crops or from the official returns, one of the best
cultivated in France. In "Flanders, Alsace, and part of Artois, as
well as on the banks of the Garonne, France po_esses a husbandry
equal to our own." _ Those countries, and a considerable part of
Quercy, "are cultivated more like gardens than farms. Perhaps
they are too much like gardens, from the smallnees of properties." §
In those districts the admirable rotation of crops, so long practised
in Italy, but at that time generally neglected in France, was already
universal. "The rapid succession of crops, the harvezt of one being
but the signal of sowing immediately for a second," (the same fact
which strikes all observers in the valley of the Rhine) "can scarcely
be carried to greater perfection : and this is a point, perhaps, of all
others the most essential to good husbandry, when such crops are
so justly distributed as we generally find them in these provinces ;
cleaning and ameliorating ones being made the preparation for such
ss foul and exhaust."

It must not, however, besupposed that Arthur Young's testimony
on the subject of peasant properties is uniformly favourable. In
Lorraine, Champagne, and elsewhere, he finds the agriculture bad,
and the small proprietors very miserable, in consequence, as he says,
of the extreme subdivision of the land. His opinion is thus summed
up : II " Before I travelled, I conceived that small farms, in property,
were very susceptible of good cultivation ; and that the occupier of
such, having no rent to pay, might be sufficiently at his ease to work
improvements, and carry on a vigorous husbandry; but what I
have seen in France, has greatly lessened my good opinion of them.
In Flanders, I saw excellent husbandry on properties of 30 to 100
acres ; but we seldom find here such small patches of property as
are common in other provinces. In Alsace, and on the Garoune,
that is, on soils of such exuberant fertility as to demand no exertior_,
some small properties also are well cultivated. In B_m, I passed

* Young,voLi. 1)9.3224. t Ibid. p. 325.
Ibid. i_ _7. | Ibid. p. 364. IIIbid. 1_ 412.
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through a region of little farmers, whose appearance, neatne_, ease,
and happiness charmed me ; it was what property alone could, on a
small scale, effect ; but these were by no means contemptibly small ;
they are, as I judged by the distance from house to house, from 40
to 80 aere_ Except these, and a very few other instances, I saw

nothing respectable on small properties, except a most unremitting
industry. Indeed, it is necessary to impress on the reader's mind,
that though the husbandry I met with, in a great variety of instances

on little properties, was as bad as can be well conceived, yet the
industry of the possessors was so conspicuous, and so meritorious,
that no commendations would be too great for it. It was
sufficient to prove that property in land is, of all others, the
most active instigator to severe and incessant labour. And

this truth is of such force and extent, that I know no way so
sure of carrying tillage to a mountain top, as by permitting the
adjoining villagers to acquire it in property; in fact, we see that
in the mountains of Languedoc, &c., they have conveyed earth
in baskets, on their backs, to form a soil where nature had
denied it."

The experience, therefore, of this celebrated agriculturist and
apostle of the 9rcmde eu/ture, may be said to be, that the effect of
small properties, cultivated by peasant proprietors, is admirable

when they are not too small : so small, namely, as not fully to occupy
the time and attention of the family ; for he often complains, with
great apparent reason, of the quantity of idle time which the
peasantry had on their hands when the land was in very small
portions, notwithstanding the ardour with which they toiled to im-
prove their little patrimony in every way which their knowledge
or ingenuity could suggest. He recommends, accordingly, that a
limit of subdivision should be fixed by law ; and this is by no means
an indefensible proposition in countries, if such there are, where the

moee_/_a_, having already gone farther than the state of capital
and the nature of the staple articles of cultivation render advisable,

continues progressive. That each peasant should have a patch
of land, even in full property, if it is not sufficient to support him in
comfort, is a system with all the disadvantages, and scarcely any of
the benefits, of small properties ; since he must either live in indi-

gence on the produce of his land, or depend, as habitually as if he had
no landed possessions, on the wages of hired labour : which, besides,
if all the holdings surrounding him are of similar dimensions, he has

little prospect of finding. The benefits of peasant properties are



BOOK IL CHAI:_]TF,R _ | 7

conditional on their not being too much subdivided; that is, on

their not being required to maintain too many persons, in proportion
to the produce that can be raised from them by those persons. The
question resolves itself, like most questions respecting the condition
of the labouring classes, into one of population. Are small proper-
ties a stimulus to undue multiplication, or a check to it ?



CHAPTER VII

CONTINUATION OF TH]g SAME 8U_

§ 1. BEFOR_ examining the influence of peasant properties
on the ultimate economical interests of the labouring class, as deter-
mined by the increase of population, let us note the points respecting
the moral and social influence of that territorial arrangement, which
may be looked upon as established, either by the reason of the case,
or by the facts and authorities cited in the preceding chapter.

The reader new to the subject must have been struck with the
powerful impression made upon all the witnesses to whom I have
referred, by what a Swiss statistical writer calls the "almost super-
human industry" of peasant proprietors.* On this point, at least,
_uthorities are unanimous. Those who have seen only one country
of peasant properties always think the inhabitants of that country
the most industrious in the world. There is as little doubt among
olmervers, with what feature in the condition of the peasantry this
pre-eminent industry is connected. It is the "magic of property"
which, in the words of Arthur Young, "turns sand into gold."
The idea of property does not, however, necessati]y imply that there
should be no rent, any more than that there should be no taxes.
It merely implies that the rent should be a fixed charge, not liable
to be raised against the possessor by his own improvements, or by
the will of a landlord. A t_*nantat a quit-rent is, to all intents and
purposes, a proprietor ; a copyholder is not less so than a freeholder.
What is wanted is permanent possession on fixed terms "Give
a man the secure possession of a bleak rock, and he will turn it into
a garden; give him a nine years' lease of a garden, and he will
convert it into a desert."

The details which have been cited, and those, still more minute,
to be found in the same authorities, concerning the habitually
elaborate system d cultivation, and the thousand devices of the
peasant proprietor for making every superfluous hour and odd

* D_ (Tanto_8_ha_m (ut supra),I_
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moment instrumental to some increase in the future produce and
value of the land, will explain what has been said in a previotm
rhapter * respecting the far larger gross produce which, with any-
thinglikeparityofagriculturalknowledge,isobtainedfrom thesame

qualityof soilon small farms,at leastwhen they are the pro-

perry of the cultivator.The treatiseon Flemish Husbandry is

especiallyinstructiverespectingthe means by which untiring

industry does more than outweigh inferiorityof resources,im-

perfectionofimplements,and ignoranceofscientifictheories.The
peasantcultivationof Flanders and Italyis affirmedto produce

heaviercrops,inequalcircumstancesofsoil,than thebestcultivated

districtsof Scotlandand England. It produces them, no doubt,

with an amount oflabourwhich,ifpaidforby an employer,would

make thecosttohim more thanequivalenttothebenefit; but tothe

peasantitisnot cost,itisthe devotionoftimewhich he can spare_

toa favouritepursuit,ifwe shouldnot rathersaya rulingpassion,t

IWe have seen,too,thatitisnot solelyby superiorexertionthat

the Flemishcultivatorssucceedinobtainingthesebrilliantresults.

The same motive which givessuch intensityto theirindustry,

placed them earlierin possessionof an amount of agricultural

knowledge,not attaineduntilmuch laterincountrieswhere agricul-

turewas carriedon solelybyhiredlabour.An equallyhightestimony

* Supra, Book i. oh. ix. § 4.
t Read the graphio doscl,ption by the historian _ of the feelings of

a peasant proprietor towards his land.
" If we would know the inmost thought, the pamdon, of the French peasant,

it is very easy. Let us walk out on Sunday into the oountry and follow him.
Behold him yonder, walking in front of us. It is two o'olook; his wife is at
vespers ; he h_ on hie Sunday clothes ; I perseive that he is going to visit
his mistress.

"What m_trem T His land.
"I do not relyhe goes straight to it. No, he is free to-day, and may either

go or not. Does he not go every day in the week T Accordingly, he tutus
aside, he goes another way, he has business elsewhere. And yet---he goes.

"It is true, he was passing close by; it wasan opportunity. He look&but
apparently he will not go in ; what for T And yet---he enters.

" At least it is probable that he will not work ; he is in his Sunday drem :
he has a elean shirt and blouse. _Jtill, there is no harm in plucking up this
weed and throwing out that stonL There is a stump, too, whioh is in the w_y ;
but he has not his toois with him, ne win do it to-morrow.

"Then he folds his arms and gazes, serious and careful He gives a long,
a very long look, and eeenm leer in thought. At last, if he thinks hlra_eif
observed, if he sees a passer-by, he moves slowly away. Thirty paves off he
stops, turns round, and casts on his land a last look, sombre and profound, bat
to those who _n see it, the look is full of Immion, of heart, of devotion-'_/_
Pesp/e, by J. Miohelet, lre l_rtie, ell. 1.

t [This paragraph was added in the 5th yd. (1862_]
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k borne by M. de Lavergne * to the agricultuta] ski]] of the sman
proprietors in thoee parts of France to which the peZ_te c_ure is
really suitable_ "In the rich plai_ of Flanders, on the banks of
the Rhine, the Garonne, the Charente, the Rhone, all the practices
which fertilize the land and increase the productiveness of labour
are known to the very smallest cultivators, and practised by them,
however considerable may be the advances which they require.
In their hands, abundant manures, collected at great cost, repair
and incessantly increase the fert_ty of the soil, in spite of the
activity of cultivation. The races of cattle are superior, the crops
magnificent. Tobacco, flax, culza, madder= beetroot, in some
]daces ; in others, the vine, the olive, the plum, the mulberry, only
yield theiz abundant treasures to a population of industrious
labourers. Is it not also to the petite cullure that we are indebted for
most of the garden produce obtained by dint of great outlay in
the neighbourhood of Paris _ "

§ 2. Another aspect of peasant properties, in which it is essential
that they should be considered, is that of an instrument of popular
education. Books and schooling are absolutely nece_ary to
education; but not all-mflIicient_ The mental faculties will be

most developed where they are most exercised; and what gives
more exercise to them than the having a multitude of interests,
none of which can be neglected, and which can be provided for only
by varied efforts of will and inte]figence ? Some of the dispuragers
of small properties lay great stress on the cares and anxieties which
beset the peasant proprietor of the Rhineland or Flandera It is
precisely those cares and anxieties which tend to make him a
superior being to an English day-labourer. It is, to be sure, rather
abusing the privileges of fair argument to represent the condition
of a day-labourer as not an anxious one. I can conceive no circum-
st_uces in which he is free _om _nYiety, where there is a possibility
of being out of employment ; unless he has access to a profuse
dispensation of parish pay, and no shame or reluctance in demanding
itJ The day-labourer b__t in the existing state of society and

* _mi _r rEc_mmie Rurale defAnideterre , & rEeoue, _ de flrlande, 3me
Sd. 1_ 127. [CL English translation in Rural l_y of _re_ Brs_in

t [_[ere followed in t_ original t_t the following words, omitt_i i_at_e _ r'
od_(1852) : " then indeed he may feel with the old doggrel_

Hsng sorrow, east away eare,
The parish k bound to find m_

]_._t unkm m shielded, the day labourer," &e.]
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population, many of the anxieties which have not an invigorating
effect on the mind, and none of those which have. The position
of the peasant proprietor of Continental Europe is the reverse.
From the anxiety which chills and paraJyses---the uncertainty of ,
having food to eat--few persons are more exempt : it requires as
rare a concurrence of circnmAtances as the potato failure combined
with an universal bad harvest, to bring him within reach of that
danger. His anxieties are the ordinary vicissitudes of mora and
tess; his cares are that he take8 his fair share of the bu_ness of

life ; that he is a free human being, and not perpetually a child,
which seems to be the approved condition of the labouring classes
according to the preva'ding philanthropy. He is no longer a being
of a different order from the middle classes; he has pursuits and
objects like those which occupy them, and give to their intellects
the greatest part of such cultivation as they receive. If there is a
first principle in intellectual education, it is this--that the discipline
which does good to the mind is that in which the mind is active,
not that in which it is padre. The secret for developing the
faculties is to give them much to do, and much inducement to do it.
This detracts nothing from the importance, and even necessity, of
other kinds of mental cultivation. The possession of property
will not prevent the peasant from being coarse, selfish, and narrow-
minded. These things depend on other influences and othe_ kinds
of instruction. But this great stimulus to one kind of mental
activity in no way impedes any other means of intellectual develop-
ment. On the contrary, by cultivating the habit of turning to
practicaluse every fragment of knowledge acquired,it helpsto

renderthatschoolingand readingfruitful,which withoutsome such

anxi]i_ryinfluenceareintoomany caaeslikeseedthrown on a rock.

§ $. It isnot on the intelligencealonethat the situationofa

peasant proprietor exercises an improving influence. It is no

less propitlous to the moral virtues of prudence, temperance, and
_elf-controh Day-labourers, where the labouring class mainly
consists of them, are usually improvident: they spend carelessly
to the full extent of their means, and let the future shift for itselL

This is so notorious, that many persons strongly interested in the
welfareof the labouringclaues,holditas • fixedopinionthat an

increaseof wages would do them littlegood, unlessaccompanied
by at least a corresponding improvement in their tastes and habits.

The tendency of peasant proprietors, and of those who holm tc
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become proprietors, is to the contrary extremas ; to take even too
much thought for the morrow. They are oftener accused of penuri-
ousnees than of prodigality. They deny themselves reasonable
indulgences, and live wretchedly in order to economize. In Switzer-
land almost everybody saves, who has any means of saving ; the
case of the Flemigh farmers has been already noticed : among the
French, though a pleasure-loving and reputed to be a self-indulgent
people, the spirit of thrift is diffused through the rural population
in a manner most gratifying as a whole, and which in individual
instances errs rather on the side of excess than defect. Among
those who, from the hovels in which they live, and the herbs and
roots which constitute their diet, are mistaken by travellers for
proofs and specimens of general indigence, there are numbers who
have hoards in leathern bags, consisting of sums in five-franc pieces,
which they keep by them perhaps for a whole generation, unless
brought out to be expended in their most cherished gratification--

the purchase of land. If there is a moral inconvenience attached
to a state of society in which the peasantry have land, it is the
danger of their being too careful of their pecuniary concerns ; of its
making them crafty, and "calculating " in the objectionable sense.
The French peasant is no simple countryman, no downright "paysan
du Danube ;" both in fact and in fiction he is now "le rns_ paysan."
That is the stage which he has reached in the progressive develop-
ment which the constitution of things has imposed on lium_u intelli-
gence and human emancipation. But some excess in this direction
is a small and s passing evil compared with recklessness and im-
providence in the labouring classes, and a cheap price to pay for the
inestimable worth of the virtue of self-dependence, as the general
characteristic of a people : a virtlle which is one of the first conditions
of exceUenoe in the human character--the stock on which if the

other virtues are not grafted, they have seldom any firm root; a
quality indispensable in the case of a labouring class, even to any
tolerable degree of physical comfort ; and by which the peasantry of
France, and of most European countries of peasant proprietors, are
d_inguished beyond any other labouring population.

§ 4. Is it likely that a state of economical relations so con-
ducive to frugality and prudence in every other respect, should be

prejudicial to it in the cardinal point of increase of population ?
That it is so, is the opinion expressed by most of those English
_litieal economists who have written anything about the matter.
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Mr. M'Cnlloch's opinion is well known. Mr. Jones affirms,* that •
"peasant population raising their own wages from the soil, and
consuming them in kind, are universally acted upon very feebly by
internal checks, or by motives disposing them to restraint. The
oonsequence is, that unless some external cause, quite independent
of their will, forces such peasant cultivators to slacken their rate
of increase, they will, in a limited territory, very rapidly approach
a state of want and penury, and will be stopped at last only by the
physical impossibility of procuring subsistence." He eisewhere t
speaks of such a peasantry as "exactly in the condition in which
the animal disposition to increase their numbers is checked by the
fewest of those balancing motives and desires which r%o_late the
increase of superior ranks or more civilized people." The "causes o!
this peculiarity," Mr. Jones promised to point out in a subsequent
work, which never made its appearance. I am totally unable to con-
jecture from what theory of human nature, and of the motives which
influence human conduct, he would have derived them. Arthur
Young assumes the same "peculiarity," as a fact ; but, though not
much in the habit of qualifying his opinions, he does not push his
doctrine to so violent an extreme as Mr. Jones ; having, as we have
seen, himself testified to various instances in which peasant popula-
tions such as Mr. Jones speaks of, were not tending to "a state of
want and penury," and were in n_ danger whatever of coming into
contact with "physical impossibility of procuring subsistence."

That there should be discrepancy of experience on this matter,
is easily to be accounted for. Whether the labouring people live
by land or by wages, they have always hitherto multiplied up to the
limit set by their habitual standard of comfort_ When that standard
was low, not exceeding a scanty subsistence, the size of properties,
as well as the rate of wages, has been kept down to what would
barely support life. Extremely low ideas of what is necessary for
subsistence, are perfectly compatible with peasant properties ; and
ifa peoplehavealwaysbeenusedtopoverty,and habithasrecon-
ciledthem toit,therewillbe over-population,and excessivesub-
divisionofland.But thisisnottothepurpose.Thetruequestionis,
supposinga peasantrytopossesslandnotinsufficientbutsufficient
fortheircomfortablesupport,aretheymore,orless,likelytofall
from thisstateof comfortthroughimprovidentmultiplication,
thaniftheywerelivinginanequallycomfortablemannerashired

* _ orstle Distr_tio_ of Wea/t_,Ix 146. [PeasantP,en_, _ 132.]
t Ibid. _ eS. [P_mmt B6"nts,_ 59.1
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tabourers _ All d _r/or/considerations are in favour of their being
lees likely. The dependence of wages on population is a matter

of speculation and discussion_ That wages would fall if population
were much increased is often a matter of real doubt, and always
a thing which requires some exercise of the thinking faculty for
its intelligent recognition. But every peasant can satisfy himself
from evidence which he can fully appreciate, whether his piece of
land can be made to support several families in the same comfort
as it supports one. Few people like to leave to their children
a worse lot in life than their own. The parent who has land to

leave is perfectly able to judge whether the children can live upon
it or not : but people who are supported by wages see no reason
why their sons should be unable to support themselves in the same
way, and trust accordingly to chance. "In even the most useful
and necessary arts and manufactures," says Mr. Laing,* " the
demand for labourers is not a seen, known, steady, and appreciable
demand : but it is so in husbandry" under small properties. " The
labour to be done, the subsistence that labour will produce out of
his portion of land, are seen and known elements in a man's cal-

culation upon his means of subsistence. Can his square of land,
or can it not, subsist a family ? Can he marry or not ? are questions
which every man can answer without delay, doubt, or speculation.
It is the depending on chance, where judgment has nothing clearly
sot before it, that causes reckless, improvident marriages in the
lower, as in the higher classes, and produces among us the evils

of over-population ; and chance necessarily enters into every man's
calculations, when certainty is removed altogether ; as it is, where

subsistence is, by our distribution of property, the lot o|
but a small portion instead of about two-thirds of the people."

There never has been a writer more keenly sensible of the evil_
brought upon the labouring classes by excess of population than
Sismondi, and this is one of the grounds of his earnest advocacy of
peasant properties. He had ample opportunity, in more countries
than one, for jud_-_ug of their effect on population. Let us see his
testimony. "In the countries in which cultivation by small pro-
prletors still continues, population increases regularly and rapidly
until it has attained its natural limits ; that is to say, inheritances
continue to be divided and subdivided among several sons, as long
as, by an increase of labour, each family can extract an equal in-
come from a smaller portion of land. A father who possessed a

* No_ of • Tramller, p. 46.
L
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vast extent of natural pasture, divides it among his sons, and they
turn it into fields and meadows ; his sons divide it among their sons_
who abolish fallows: each improvement in agricultural knowledge
admits of another step in the subdivision of property. But there
is no danger lest the proprietor should bring up his children to make
beggars of them. He knows exactly what inheritance he has to
leave them; he knows that the law will divide it equally among
them; he sees the limit beyond which this division would make
them descend from the rank which he has himseli filled, and a just

family pride, common to the peasant and to the nobleman, makes
him abstain from summoning into life children for whom he cannot

properly provide. If more are born, at least they do not marry, or
they agree among themselves which of several brothers shall per-
petuate the family. It is not found that in the Swiss Cantons the
patrimonies of the peasants are ever so divided as to reduce them
below an honourable competence; though the habit of foreign
service, by opening to the children a career indefinite and uncal-
culable, sometimes calls forth a super-abundant population." *

There is similar testimony respecting Norway. Though there is

no law or custom of primogeniture, and no manufactures to take off
a surplus population, the subdivision of property is not carried to an
injurious extent. "' The division of the land among children,"
says Mr. Laing,t " appears not, during the thousand years it has
been in operation, to have had the effect of reducing the landed
properties to the minimum size that will barely support human
existence. I have counted from five-and-twenty to forty cows

upon farms_ and that in a country in which the farmer must, for at
least seven months in the year, have winter provender and houses
provided for all the cattle. It is evident that some cause or otherj
operating on aggregation of landed property, counteracts the divid-
ing effects of partition among children. That cause can be no
other than what I have long conjectured would be effective in such

a social arrangement ; viz. that in a country where land is held, not
in tenancy merely, as in Ireland, but in full ownership, its aggrega-
tion by the deaths of co-heirs, and by the marriages of the female
heirs among the body of landholders, will balance its subdivision

by the equal succession of children. The whole mass of property
will, I conceive, be found in such a state of society to consist of as
many estates of the class of lO00l, as many of lOOl., as many of lOl,
a year, at one period as another." That this should happen, supposes

• 2Vauveauz Princlpes, Book iii. oh 3. J"Rez/de_.w,ein Norway, p. 18.
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diffused through society a very et_eaeious prudential check to popula-
tion ; and it is reasonable to give part of the eredit of this prudential
restraint to the peculiar adaptation of the peasant-proprietary
• ystem for fostering it.

"In home parts of Switzerland," says Mr. Kay,* "as in the
canton of Argovie for instance, a peasant never marries before he
attains the age of twenty-five years, and generally much later in life ;
and in that canton the women very seldom marry before they have
attained the age of thirty .... Nor do the division of land and the
cheapness of the mode of conveying it from one man to another
encourage the providence of the labourers of the rural districts only.
They act in the same manner, though perhaps in a less degree, upon
the labourers of the smaller towns. In the smaller provincial towns
it is customary for a labourer to own a small plot of ground outside
the town. This plot he cultivatcJ in the evening as his kitchen
garden. He raises in it vegetables and fruits for the use of his
family during the winter. After his day's work is over, he and his
family repair to the garden for a short time, which they spend in
planting, sowing, weeding, or preparing for sowing or harvest,
according to the season. The desire to become possessed of one of
these gardens operates very strongly in strengthening prudential
habits and in restraining improvident marriages. Some of the
manufacturers in the canton of Argovie told me that a townsman
was seldom contented until he had bought a garden, or a garden and
house, and that the town labourers generally deferred their marriages
for some years, in order to save enough to purchase either one or
both of these luxuries."

The same writer shows by statistical evidence t that in Prussia
the average age of marriage is not only much later than in England,
but "is gradually becoming later than it was formerly," while at
the same time "fewer illegitimate children are born in Prussia than
in any other of the European countries." "Wherever I travelled,"
says Mr. Kay, _ "in North Germany and Switzerland, I was assured
by all that the desire to obtain land, which was felt by all the
peasants, was acting as the strongest possible check upon undue
increase of population." §

In Flanders, according to Mr. Fauehe_ the British Consul at

[This and the next two paragraphs were added in the 3rd ed. (1852).]
• VoL i. pp. 67-9. _ Vol. i. pp. 75-9. _ Ibid. 1_ 90.

§ The _ mlulmter of st_tistioe, in a work (Der VolkawoMatandim
Preuaslschen ,Staate)which I am obliged to quote at second hand from Mr.Kay,
after proving by figures the great and progreesive increase of the consumption
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Ostend,* " famers' sons and those who have the means to become

farmers will delay their marriage until they get possession of a
h_m." Once a farmer, the next object is to become a proprietor.
" The first thing a Dane does with his savings," says Mr. Browne,
the Consul at Copenhagen,t "is to purchase a dock, then a horse
and cow, which he hires out, and which pays a good interest. Then
his ambition is to become a petty proprietor, aud this class of
persons is better off than any in Denmark. Indeed, I know of no

people in any country who have more easily within their reach aU
that is really necessary for life than this class, which is very large in
comparison with that of labourers."

But the experience which most decidedly contradicts the assert_
tendency of peasant proprietorship to produce excess of population,
is the case of France. In that country the experiment is not tried
in the most favourable circumstances, a large proportion of the
properties being too small. The number of landed proprietors in
France is not exactly ascertained, but on no estimate does it fall
much short of five millions ; which, on the lowest calculation of the
number of Persons of a family (and for France it ought to be a low
calculation), shows much more than half the population as either
possessing, or entitled to inherit, landed property. A majority of
the properties are so small as not to afford a subsistence to the pro-
prietors, of whom, according to some computations, as many as
threemillionsare obligedtoeke out theirmeans ofsupporteither

by working for hire,or by taking additionalland,generallyon

metayer tenure. When the propertypossessedisnot sufficientto

relievethe possessorfrom dependence on wages,the conditionela

proprietorlosesmuch of itscharacteristicefficacyas a check to

over-population: and ifthe predictionso oftenmade in England
had been realized,and France had become a "pauper warren,"the

experiment would have proved nothingagainstthe tendenciesof

the same system of agriculturaleconomy in othercix_nmatances.
But what is the fact? That the rate of increaseof the French

of food and clothing per head of the population, from which he justly infcrl a
corresponding increase of the productivenem of agriculture, continues : " The
division of e6tates has, since 1831, proceeded more and more throughout the
country. There are now many more small independent proprietors than
formerly. Yet, however many complaint_ of pauperism are heard among the
dependent labourers, we never hear it complained that pauperism is increasing
among the peasant proprietora"--K_y, i. 262-6.

* In a communication to the Commiuionem of Poor Law Enquiry, 1z 649
of their Foreign Communications, Appendix F to their First Report.

t Ibid. 268.
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population is the slowest in Europe. During the generation which

the Revolution raised from the ext/eme of hopeless wretchedness to

sudden abundance, a great increase of population took place. But

a generation has grown up, which, having been born in improved

circumstances, has not learnt be be miserable ; and upon them the

spirit of thrift operates most conspicuously, in keeping the increase

of population within the increase of national wealth- In a table

drawn up by Professor Rath* of the rate of annual increase of the

* The following is the table (see p. 168 of the Belgian translation of Mr.
Rau's large work) :

United States . 1820-30 . . 2@2 Sootland 1821-31 . . 1.30
Hung&tg&ry(aoeording to Rohrer) 2-40 Saxony . . . 1815-30 . . 1"16
England . . 1811-21 . . 1"78 Baden . 1820-30 (Heunisch) 1-13

A_.'_._Roi_)1821-3x. . 1_0 Bava_ 1814-28. . I_.... 1-30 Naples . 1814-24 . . 0"83
prrmiL . 1816-27 . . 1"54 France . . 1817-27 (Mathien) 0t}3

,, 1820-30 . . 1"37 sad more recently (Moreau de
1821-31 . . 1"27 Jonn_) ..... 0"55,t • •

Netherlands 1821-28 . . 1-28

But the number givea by More_u de Jonn_s, he adds, is not entitled to
implicit eonfiden¢_

The following tsble given by M. Quetelet (,S_r l'Homme d le D_loppemcM
de ses Pacu/t_. eel. L oh. 7) also on the authority of l_u, contains additional
matter, and differs in some items from the preeeding, probably from the author's
having taken, in those eases, an svc_age of different yeses :

p_ mr. , Pe_ oe_ ! Per osu_

Ireland . 2"45 I Rhenish Prussia , 1-33 ! Naples. . 0"83

Hungary . . 2"40 Atmtris . 1-30 France. . 0-63
Spain .... 1 _6 Bavaria . 1_8 Sweden . 0"58
England . . 1_5 Netherlan_ . 0_J4 Lombardy" . 0-45

A very earefully prepared statement, by M. Legoyt, in the dourna/des
Econom/_es for May 1847, whieh brings up the results for France to the census
of the preceding year 1846, is summed up in the following table

Aeeord_ Aeeereaugto A Aee_dies to
toths the exeem _ tim axeembirthsovf

deaths, em_m. of birthsdeath=oves

per eent. per oent. per cent per cent.
Sweden 0-83 1"14 Wnrtemburg . 0_)1 1_0
Norway 1.36 1"30 Holland . 0_0 1_3
Denmark . .. 0@5 Belgium 0-76
Russis. 0_1 Sardinia 1"_$
A-._. _._ o_o Gre_tB_ _ ""
Prussia . 1"84 1"18 (exclusive I 1@5 1_0Saxony I"45 0"90 ofIreland)
Hanover .... 0_5 France 0_8 0-50
B_varis • _ 0"71 United "St_'tes. 3-27 ..
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popniations of various countries, that of France, from 1817 to 182_,
is stated at _o_oper cent, that of England during a similar decennial
period being 1_ annually: and that of the United States nearly 3.
According to the official returns as analysed by M. Legoyt,* the
increase of the population, which from 1801 to 1806 was at the rate
of 1"28per cent annually, averaged only 0"47per cent from 1806 to
1831 ; from 1831 to 1836 it averaged 0"60 per cent ; from 1836 to
1841, 0"41 per cent, and from 1841 to 1846, 0"68 per cent.J" _ At
the census of 1851 the rate of annual increase shown was only 1"08
per cent in the five years, or 0"21 annually ; and at the census of
1856 only 0"71 per cent in five years, or 0"14 annually : so that, in
the words of M. de Lavergne, "la population ne s'aceroTt presque
plus en France." :_ Even this slow increase is wholly the effect of
a diminution of deaths; the number of births not increasing at
all, while the proportion of the births to the population is constantly
diminishing.§ This slow growth of the numbers of the people, while

* Journal des Ecenomlst_s for March and May 1847.
t M. Legoyt is of opinion that the population was understated in 1841, and

the increase between that time and 1846 consequently overstated, and that the
real increase during the whole period was something intermediate between the
last two averages, or not much more than one in two hundred.

i [This sentence was added to the 4th ed. (18,57).]
Journal des Eeonomist_ for February 1847.--[1865] In the Journal for

January 1865, _L Legoyt gives some of the numbers slightly altered, and I
presume corrected. The series of percentages is 1"28, 0'31, 0"69, 0"60, 0"41,
0"68, 0"22, and 0"20. The last census in the table, that of 1861, shows a slight
reaction, the percentage, independently of the newly acquired departments,
being 0"32. [bL Emile Levaeseur (I_a Population Francaise, 1889, vol. i. p. 315)
0ires &calculation of SL Loua, according to which the increase per cent for the
territory which has constituted France since 1871, was for the period 1801-1821
0"56 ; 1821-1841, 0"59 ; 1841-1861, 0"36 ; 1861-188t, 0"27.]

§ The following are the numbers given by M. Legoyt :

From 1824 to 1828 _ annual number ( 981,914, being 1 in 32"30 _ of the popu.
of births ( _• iation.

,, 1829 to 1833 ,, 965,444, ,, 1 in 34_0
,, 1834 to 1838 . 972,993, ,, 1 in 34"39
,, 1839 to 1843 , 970,617, . 1 in 35"27
,, 1844 and 1845 ,, 983,573, ,, 1 in 35"58

In the last two years the births, according to M. Legoyt, were swelled by.
the effects of a considerable immigration. "This diminution of births," he
observes, "while there is a constant, though not a rapid increase both of pepu-
Istion and of marriages, can only be attributed to the progress of prudence and
forethought in families. It was a forescen consequence of our civil and social
institutions, which, producing a daily increasing subdivision of fortunes, both
landed and moveable, call forth in our people the instincts of conservation and
of comfort."

In four departments, among which are two of the most thriving in Nor.
mandy0 the deaths even then exceeded the births.--J1857] The census of 1856
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capita] increases much more rapidly, has caused a noticeable im-

provement in the conditionof the labouringclass. The circumstances

of that portion of the class who are landed proprietors are not

easilyascertainedwith precision,being o{ course extremely variable ;

but the mere labourers, who derived no direct benefit from the

changes in landed property which took place at the Revolution,

have unquestionably much improved in conditionsincethat period.*

exhibits the remarkable fact of a positive diminution in the population of 54
out of the 86 departments. A significant comment on the pauper-warren
theory. See M. de Lavergne's analysis of the returns.

a ,, The classes of our population which have ouly wages, and are therefore
the most exposed to indigence, are now (1846) much better provided with the
necessaries of food, lodging, and clothing than they were at the beginning of the
century. This may be proved by the testimony of all persons who can re-
member the earlier of the two periods compared. Were there any doubts on
the subject they might easily be dissipated by consulting old cultivators and
workmen, as I have myself done in various localities, without meeting with a
single contrary testimony ; we may also appeal to the facts ooilected by an
accurate observer, M. Villermd(Tab_a_ de l'Etat Physiqus et Moral de_ Curriers,
lie. if. eh. L)." From an intelligent work published in 1846, Recherch_ sur/es
Causes de rlndigence, par A. Cldment, pp. 84-5. The same writer spealm
(p. 118) of : " the considerable rise which has taken place since 1789 in the
wages d agricultural day-labourers;" and adds the following evidence d a
higher standard of habitual requirements, even in that portion of the town
population, the state of which is usually represented as most deplorable.
" In the last fiftee,l or twenty years a considerable change has taken place in
the habits of the operatives in our manufacturing towns : they now expend
much more than formerly on clothing and ornament .... Certain classes of
workpeople, such as the canut_ of Lyons," (according to all representations, like
their counterpart, our handioom weavers, the very worst paid class of artizans,)
"no longer show themselves, as they did formerly, covered with filthy rags."
(Page 164.)

[1862] The preceding statements were given in former editions of this work,
being the best to which I had at the time access ; but evidence, both of
more recent, and of a more minute and precise character, will now be found
in the important work of M. Ldonce de Lavergne, Economle Rurale de la France
depu/_ 1789. According to that painstaking, well-irdormed, and most impartial
enquirer, the average daily wages of a French labourer have risen, since the
vommeneement of the Revolution, in the ratio of 19 to 30, while, owing to the
more oonstant employment, the total earnings have increased in a still greater
ratio, not short of double. The following are the words of M. de Lavergno
(2nd cd. p. 57) : "Arthur Young estimates at 19 sons [9_d.] the average of a
day's wages, which must now be about 1 frano 50 centimes [Is. 3d.]. and
increase only represents a part of the improvement. Though the rural popu-
lation has remained about the same in numbers, the addition made to the
popmstlon mnce 1789 having centred in the towns, the number of actual
working days has increased, first because, the duration of life having augmented,
the number of able-bodied men is greater, and next, because labour is better
organized, partly through the suppression of several festival-holidays, partly
by the mere effect of a more active demand. When we take into account the
increased number of his working days, the annual receipts of the rural work-
man must have doubled. This augmentation of wages answers to at ie_t an
t_avualaugmentation of oondort_ since the prices of the chief necessaries of lifo

e oha_nm_:l but little, and those of manufactured, for example of woveo.
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Dr. Rau testifies to a similar fact in the case of another country
in which the subdivision of the land is probably excessive, the
Palatinate*

I am not aware of a single authentic instance which supports
the assertion that rapid multiplication is promoted by peasant
properties. Instances may undoubtedly be cited of its not being
prevented by them, and one of the principal of these is Belgium;
the prospects of which, in respect to population, are at present a
matter of considerable uncertainty. Belgium has the most rapidly
increasing population on the Continent; and when the circum-
stances of the country require, as they must soon do, that this
rapidity should be checked, there will be a considerable strength of
existing habit to be broken through. One of the unfavourable
circumstances is the great power possessed over the minds of the
people by the Catholic priesthood, whose influence is everywhere
strongly exerted against restraining population. As yet, however,
it must be remembered that the indefatigable industry and great
agricultural skill of the people have rendered the existing rapidity of
increase practically innocuous; the great number of large estates
still undivided affording by their gradual dismemberment a resource
for the necessary augmentation of the gross produce ; and there are,
besides, many large manufacturing towns, and mining and coal
districts, which attract and employ a considerable portion of the
annual increase of population.

§ 5. But even where peasant properties are accompanied by
articles, have materially diminished. The lodging of the labourers has also
improved, if not in all, at least in most of our provinces."

M. de Lavergne'8 estimate of the average amount of a day's wages is
grounded on a careful comparison, in this and in all other eeonomic&l points of
view, of all the different provinces of France.

* In his little book on the agriculture of the Palatinate, already cited.
He says that the daily wages of labour, which during the last years of the war
were unusually high, and so continued until 1817, afterwards sank to a lower
money-rate, but that the prices of many commodities having fallen in a still
greater proportion, the condition of the people was unequivocally improved,
The food given to farm labourers by their employers has also greatly improved
in quantity and quality. "It is to-day oousiderably better than it was about
forty years ago, when the poorer class obtained lees flesh-meat and puddings,
and no cheese, butter, and the like " (p. 20). "Such an increase of wagee "
(adds the Professor), "which must he estimated not in money, but in the
quantity of neeesearies and conveniences which the labourer is enabled to
nrooure, is by universsl admission, a proof that the mass of capital must have
_'_ It proves not only this, but also that the labouring population
has not inoreased in an equal degree ; and that, in this instate as well as in
that of Fremoe, the division of the land, eve_ when excessive, has been com-
patible with a strengthening of the prudential eheeb to population.
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an excem ofnumbers, thisevilisnot necmsarilyattendedwith the

additionaleconomicaldisadvantageoftoogreata subdivisionofthe

land. It does not followbecause landed property is minutely
divided,that farms willbe so. As largepropertiesare perfectly

compatible with small farms, so are small properties with farms of
an adequate size; and a subdivision of occupancy is not an in-
evitable consequence of even undue multiplication among peasant
proprietors As might be expected from their admirable intelligence
in things relating to their occupation, the Flemish peasantry have
long learnt this lesson. "The habit of not dividing properties,"
says Dr. Rau,* "and the opinion that this is advantageous, have
been so completely preserved in Flanders, that even now, when a
peasant dies leaving several children, they do not think of dividing
his patrimony, though it be neither entailed nor settled in trust;
they prefer selling it entire, and sharing the proceeds, considering it
as a jewel which loses its value when it is divided." That the same
feeling must prevail widely even in France, is shown by the great

frequency of sales of land, amounting in ten years to a fourth part
of the whole soil of the country : and M. Passy, in his tract On

the Changes in _ Agr_w_uroJ Co_ition o/the Departmen_ of tl_
Burs since the year 1800, t states other facts tending to the
same conclusion. "The example," says he, "of this department
attests that there does not exist, as some writers have imagined,
between the distribution of property and that of cultivation, a con-
nexion which tends invincibly to assimilate them. In no portion
of it have changes of ownership had a perceptible influence on the
size of holdings. While, in districts of small farming, lands belong-
ing to the same owner are ordinarily distributed among many tenants,
so neither is it uncommon, in places where the gram/e ¢u/ture pre-
vails, for the same farmer to rent the lands of several proprietors.

In the plains of Vexin, in particular, many active and rich culti-
vatom do not content themselves with a single farm ; others add to
the lands of their principal holding all those in the neighbourhood
which they are able to hire, and in this manner make up a tots]
extent which in some cases reaches or exceeds two hundred hec-

tares" (five hundred English scrm). "The more the estates are

Page 334 of the Brummlstranslation. He vit_ as an authority, Soh_mrs,
La_lwirthsdmftliche Mittheil_ L 185.

t One of the many important papers whioh have appeared in the Jourm_
des BconotA/_s, the organ of the principal political economism of France, and
doing great and _ honour to their knowledge and ability. M. Pmmye
mm_yhal been reprinted aepm'_telyin a psmph_t.
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dismembered, the more frequent do this sort of arrangements
become : and as they conduce to the interest of all concerned, it k
probable that time will confirm them."

1 - In some places," says M. de Lavergne,* "in the neighbour-
hood of Paris, for example, where the advantages of the grand,
et_ure become evident, the size of farms tends to increase, several

farms are thrown together into one, and farmers enlarge their

holdings by renting _OareeUesfrom a number of different proprietors.
Elsewhere farms, as well as properties of too great extent, tend to
division. Cultivation spontaneously finds out the organization
which stilts it best." It is a striking fact, stated by the same eminent

writer,_ that the departments which have the greatest number of
small c_tes fonci_e,, are the Nord, the Somme, the Pas de Calais,
the Seine Inf6rieure, the Aisne, and the Oise; all of them among
the richest and best cultivated, and the first-mentioned of them

the very richest and best cultivated, in France.
Undue subdivision, and excessive smallness of holdings, are

undoubtedly a prevalent evil in some countries of peasant pro-
prietors, and particularly in parts of Germany and France. The
governments of Bavaria and Nassau have thought it necessary to
impose a legal limit to subdivision, and the Prussian Government
unsuccessfully proposed the same measure to the Estates of its
Rhenish Provinces. But I do not think it will anywhere be found
that the petite cuZture is the system of the peasants, and the grande
eu/_ure that of the great landlords : on the contrary, wherever the
small properties are divided among too many proprietors, I believe
it to be true that the large properties also are parcelled out among
too many farmers, and that the cause is the same in both cases, a
backward state of capital, skill, and agricultural enterprise. There
is reason to believe that the subdivision in France is not more

excessive than is accounted for by this cause ; that it is diminish-

ing, not increasing ; and that the terror expressed in some quarters,
at the progress of the merc_/em_, is one of the most groundless o|
real or pretended panics. $

I [This paragraph was added in the 5th ed. (1862).]
• Economic tturale de la France, p. 455.
t P. 117. See, for facts of a similar tendency, pp. 141, 250, and othez

pamsgee of the same important treatise : which, on the other hand, equally
abounds with evidence of the mischievous effect of subdivision when too
minute, or when the nature of the soil and of its products is not suitable
toit_

_/[1852] Mr. L_ing, in his lat_t publication, Obserm6on# os Ore 8oe/aJ
aad Politiml 8lat_ of the E#ropam People itt 1848 a_d 1849, _ book devoted



PEASANT PROPRIETORS 299

H peasant properties have any effect in promoting subdivision

beyond the de_e which corresponds to the agricultural practices

of the country, and which is customary on its large estates, the

cause must lie in one of the salutary influences of the system ; the

eminent degree in which it promotes providence on the part of those

who, not being yet peasant proprietors, hope to become so. In
England, where the agricultural labourer has no investment for his

savings but the savings bank, and no position to which he can rise by
any exercise of economy, except perhaps that of a petty shopkeeper,

with its chances of bankruptcy, there is nothing at all resembling

the intense spirit of thrift which takes possession of one who, from

b_.ing a day labourer, can raise himself by saving to the condition of

a landed proprietor. According to almost all authorities, the real

cause of the morce//ement is the higher price which can be obtained

for land by selling it to the peasantry, as an investment for their

small accumulations, than by disposing of it entire to some rich

purchaser who has no object but to live on its income, without

improving it. The hope of obtaining such an investment is the

most powerful of inducements, to those who are without land, to

practise the industry, frugality, and self-restraint, on which their
sucee_ in this object of ambition is dependent.

As the result of this enquiry into the direct operation and indireez

to theglorificationofEngland and the disparagementof everythingelsewhere
which others,orevenhe himselfinformerworks,had thoughtworthy ofpraise,
arguesthat"'althoughthelanditselfisnot dividedand subdivided" on the
death oftheproprietor,"the valueof thelandis,and witheffectsalmostas
prejudicial to social progress. The value of each share becomee a debt or
burden upon the land." Consequently the eondition of the agricultural popu-
lation is retrograde; "e_ch generation is worse off than the preceding one,
although the land is neither lees nor more divided, nor worse cultivated." And
this he gives as the explanation of the great indebtedness of the small landed
proprietors in France (pp. 97-9). If these statements were correct, they would
invalidate all which Mr. Laing affirmed so positively in other writings, and
repeats in this, respeoting the peculiar efficacy of the possession of land in
preventing over-population. But he is entirely mistaken as to the matter of fact.
In the only country of which he speaks from actual residence, Norway, he
does not pretend that the condition of the peasant proprietors is deteriorating.
The facts already cited prove that in respect to Belgium, Germany, and Switzer-
land, he assertion is equally wide of the mark ; and what has been shown
tmpeoting the slow increase of population in France, demonstrates that if the
condition of the French peasantry was deteriorating, it could not be from the
oause supposed by Mr. Laing. The truth I believe to be that in every country
without exception, in which peasant properties prevail, the condition of the
people is improving, the produoe of the land and even its fertility increasing,
aud from the larger surplus whioh remains after feeding the agricultural ela_ee,
the towns are augmenting both in population and in the well.belng of th_
[nh_bit6nte.
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influences of peasant properties, I conceive it to be established,
that there is no necessary connexion between this form of lmaded

property and an imperfect state of the arts of production ; that it

is favourable in quite as many respects as it is unfavourable, to the

most effective use of the powers of the soil ; that no other existing
state of agricultural economy has so beneficial an effect on the

industry, the intelligence, the frugality, and prudence of the popula-

tion, nor tends on the whole so much to discourage an improvident

increase of their numbers ; and that no existing state, therefore, is

on the whole so favourable both to their moral and their physical

welfare. Compared with the English system of cultivation by hired

labour, it must be regarded as eminently beneficial to the labouring
class.* We are not on the present occasion called upon to

# French history strikingly confirms these conclusions. Three time* during
the course of ages the peasantry have been purehuers of land; and these
times immediately preceded the three principal re'as of French agrleultura]
prosperity.

•'In the worst times," s_ys the historian Miehelet (Le Peup/e, Ire pattie,
eta. 1)," the times of univereai poverty, when even the rich are poor and obliged
to sell, the poor are enabled to buy : no other put•baser presenting himself,
the peasant in rags arrives with his pioee of gold, wad ••quires a little bit of
land. These moments of disaster in which the pea_nt was able to buy land
at a low price, have always been followed by a sudden gush of prosperity which

ousplecould not account ior. Towards 1500, for example, when Frsnoe, ex.
ted by Louis XL, seemed to be completing its ruin in Italy, the noblesse

who went to the wars wexe obliged to sell: the land, passing into new
hands, suddenly began to flourish: men began to labour and to build.
This happy moment, in the style of courtly historians, was called the good
Louis X1L

" Unhappily it did not last long. Scarcely had the land recovered it•eli
when the tax-eolleetor fell upon it ; the wars of religion followed, and seemed
to ms• everything to the ground; with horrible miseries, dreadful f_minm,
in whioh mothers devoured their children. Who would believe that the country
roeovered from this ? Soa_dy is the wax ended, when from the devastated
fields, and the oottagea still black with the flames, comes forth the hoard of
the peaeant_ He buys ; in ten years, Frsaoe wears a new face ; in twenty or
thirty, all poese_ious have doubled and trebled in value. This moment,
again b_ptised by • myffil name, is e_lled g*e _d Henr,j IV. and Qe frasl
R/d_/eu."

Of the third era it is needless again to speak : it was that of the
Revolution.

Whoever would study the reverse of the picture, may compare these historic
periods, charenterized by the dismemberment of large and the construction of
small properties, with the wide-spread national suffering which accompanied,
and the permanent deterioration of the oenditiou of the labouring ehumm whioh
followed the "clearing" away of small yeomen to make room for large grazing
fiLrms, which was the grand coouomienl event of English history during the
sixteenth century. [This quotation from Miehelet originally ••me st the end
of eh_pter x, infnt, on Meanm of AbollJhing OoUier Te_a_. It _ trenaferred
to its present position in the 5th ed. (1862).]
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compareit with the joint ownershipof the land by associationsof
labourers.I

i [The IMt two sentences replaced in the 3rd ed. (1852) the concluding
eentenoe of the original text : " Whether and in what these considerations
admit of useful application to any of the social questions of our time, will be
considered in a future chapter."

The position of peasant proprietom in Germany in more recent decades
may be studied in Buehenbcrger, A_rarwe._e'n, one of the volumes inWagner's
L_rS_zh _ Pol_s/_z Oeho_om_e (1892), §§ 69, 70, 73; Blondel, E_ _zr
tee Populations liurales de l'AUem_ze (1897); and David, 8ozialismu: and
/Am/w/rite haft (1903). Au to whether _nt is progressing in Franee,
sec Gide, Ec,onom/¢ 8o¢/a/e (1905), pp. 429 seq.]



CHAPTER VIII

OF HETAYERg

| 1. FROM the case in which the produce of land and labou_
belongs undividedly to the labourer, we proceed to the cases in
which it is divided, but between two classes only, the labourers and
the landowners : the character of capitalists merging in the one or
the other, as the case may be. It is possible indeed to conceive that
there might be only two classes of persons to share the produce, and
that the class of capitalists might be one of them ; the character of
labourer and that of landowner being united to form the other.

This might occur in two ways. The labourers, though owning the
land, might let it to a tenant, and work under him as hired servants.
But this arrangement, even in the very rare cases which could give
rise to it, would not require any particular discussion, since it would
not differ in any material respect from the threefold system of
labourers, capitalists, and landlords. The other ease is the not
uncommon one, in which a peasant proprietor owns and cultivates
the land, but raises the little capital required by a mortgage upon
it. Neither does this case present any important peculiarity.
There is but one person, the peasant himself, who has any right or
power of interference in the management. He pays a fixed annuity
as interest to a capitalist, as he pays another fixed sum in taxes to
the government. Without dwelling further on these cases, we pass
to those which present marked featuree of peculiarity.

When the two parties sharing in the produce are the labourer or
labourers and the landowner, it is not a very material circumstance
in the case which of the two furnishes the stock, or whether, as

sometimes happens, they fllrnish it in a determinate proportion
between them. The essential difference does not lie ]n this, but in

another circumstance, namely, whether the division of the produce
between the two is regulated by custom or by competition. We

will begin with the former case; of which the metayer culture is
the principal, and in Europe almost the sole, example.
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The principle of the metayer system is that the labourer, or
peasant, makes his engagement directly with the landowner, and
pays, not a fixed rent, either in money or in kind, hut a certain
proportion of the produce, or rather of what remains of the produce
after deducting what is considered necessary to keep up the stock.
The proportion is usually, as the name imports, one-half; but in
several districts in Italy it is two-thirds. Respecting the supply of
stock, the custom varies from place to place; in some places the
landlord furnishes the whole, in others half, in others some particular

part, as for instance the cattle and seed, the labourer providing the
implements.* "This connexion," says Siamondi, speaking chiefly
of Tuscany, t "is often the subject of a contract, to define cert_ain
services and certain occasional payments to which the metayer binds
hlmRelf ; nevertheless the differences in the obligations of one such
contract and another are inconsiderable; usage governs alike all

these engagements, and supplies the stipulations which have not
been expressed; and the landlord who attempted to depart from
usage, who exacted more than his neighbour, who took for the basis
of the agreement anything but the equal division of the crops, would
render himself so odious, he would be so sure of not obtaining a

metayer who was an honest man, that the contract of all the metayem
may be considered as identical, at least in each province, and never
gives rise to any competition among peasants in search of employ-
ment, or any offer to cultivate the soil on cheaper terms than one
another." To the same effect Ch_teauvieux, _ speaking of the
metayers of Piedmont. "They consider it" (the farm) "as a

patrimony, and never think of renewing the lease, but go on from
* In France before the Revolution, according to Arthur Young (L 403),

there was great local diversity in this respect. In Champagne " the land.
lord commonly finds half the eattle and half the seed, and the metayer, labour,
implements, and taxes ; but in somedistricts the landlord bearsa share of these.
In Roussillon, the landlord pays half the taxes ; and in Guienne, from Auch to
Fleuran, many landlordspay all. Near Augillon, on the Garonne,the metayerm
furnish half the cattle. At Nangis, in the Isle of France, I met with an agree-
ment for the landlordto furnish live stock, implements, harness, and taxes ; the
metayer found labour and his own capitation tax : the landlord repaired the
house and gates, the metayer the windows : the landlord provided seed the
first year, the metayer the last ; in the intervening years they supply half and
half. In the Bourbonnois the landlord finds all sorts of live stock, yet the
metayer sells, changes, and buys at his will ; the steward keeping an account
of these mutations,"for the landlord has half,,the product of sales, and pays
half the purchases." In Piedmont, he says, the landlord commonly pays the
taxes and repairs the buildings, and the tenant provides cattle, implementa,
and seed." (if. 151.)

Etudes _r FEco_tom/ePo//_m_ 6me essai: De la Condition des
thrateursen Tosesne.

I Letter8from Ira/l/. I quote from Dr. Rigby's tranalatlon (p. 22}.
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generation to generation, on the same terms, without writings el
reg_Cries."*

§ 2. When the partition of the produce is a matter of fixed
usage, not of varying convention, political economy has no laws
of distribution to investigate. It has only to consider, as in the
case of peasant proprietors, the effects of the system first on the
condition of the peasantry, morally and physically, and secondly,
on the emciency of the labour. In both these particulars the

metayer system has the characteristic advantages of peasant
properties, but has them in a less degree. The metayer has less
motive to exertion than the peasant proprietor, since only half the
fruits of his industry, instead of the whole, are his own. But he
has a much stronger motive than a day labourer, who has no other
interest in the result than not to be dismissed. If the metayer
cannot be turned out except for some violation of his contract, he
has a stronger motive to exertion than any tenant-farmer who has
not a lease. The metayer is at least his landlord's partner, and a
half-sharer in their joint gains. Where, too, the permanence of
his tenure is guaranteed by custom, he acquires local attachments,
and much of the feelings of a proprietor. I am supposing that
this half produce is sufficient to yield him a comfortable support.
Whether it is so, depends (in any given state of agriculture)
on the degree of subdivision of the land; which depends on
the operation of the population principle. A multiplication of
people, beyond the number that can be properly supported on the
land or taken off by manufactures, is incident even to a peasant
proprietary, and of course not less hut rather more incident to a
metayer population. The tendency, however, which we noticed
in the proprietary system, to promote prudence on this point, is
in no small degree common to it with the metayer system. There,
also, it is a matter of easy and exact calculation whether a family
can be supported or not. If it is easy to see whether the owner of
the whole produce can increase the production so as to maintain a

• Thinvirtual fixity of tenure is not however univeraal even in Italy ; and
it iA to its abeence that Sismondi attributes the inferior condition of the
metayere in some province8 of Naples, in Lucca, and in the Riviera of Genoa;
where the landlordsobtain a larger (though still a fixed) share of theproduc¢.
In those countrieo the cultivation is splendid, but the people wretchedly poor.
"The same misfortune would probably have befallen the _op|e of Tuscany if
public opinion did not protect the cultivator; but a propraetorwould not dare
to imlzmeconditious unusual in the country, and even in ehmlging onemetayer
for another he alters nothing in the tzr--nmof the engagemenia"--No_w
P_'/pem. fly. iii. oh. 6.
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greater number of persons equally we]], it is not a less simple problem
whether the owner of half the produce can do so.* There is one
check which this system seems to offer, over and above those held
out even by the proprietary system ; there is a landlord, who may
exert a controlling power, by refusing his consent to a subdivision.
I do not, however, attach great importance to this check, because

the farm may be loaded with superfluous hands without being sub-
divided ; and because, so long as the increase of hands increases the
gross produce, which is almost always the case, the landlord, who
receives half the produce, is an immediate gainer, the inconvenience
_lling only on the labourers. The landlord is no doubt liable in
the end to suffer from their poverty, by being forced to make

advances to them, especially in bad _asous ; and a foresight of
this ultimate inconvenience may operate beneficially on such land-
lords as prefer future security to present profit.

The characteristic disadvantage of the metayer system is very
fairly stated by Adam Smith. After pointing out that metayers
"have a plain interest that the whole produce should be as great
as possible, in order that their own proportion may be so," he
continues, t "it could never, however, be the interest of this species
of cultivators to lay out, in the further improvement of the land, any
part of the little stock which they might save from their own share
of the produce, because the lord who laid out nothing was to get
one-half of whatever it produced. The tithe, which is but a tenth
of the produce, is found to be a very great hindrance to improvement.
A tax, therefore, which amounted to one-half, must have been an

* M. Bastiat affirms that even in Franov, incontestably the least favour
able example of the metayer system, its effcot in repressing population is
ooBsp[euous.

" It is a well-ascertained fact that the tendency to excessive multiplication
chiefly manifested in the class who live on wage& Overthese the forethought

which retards marriageshes little operation, because the evils which flow from
explosive competition appear to them only very confusedly, and at a considero
able distance. It is, therefore, the most advantageous condition of a people to
be soorganized as to contain no regular class of labourers for hire. In metayer
countries, marriagesare principally determined by the demands of cultivation ;
they inorease when, from whatever cause, the metairiesoffer vacancies injurious
to production ; they diminish when the places arefilledup. A fact easily ascer-
tained, the proportion between the size of the farm and the number of hands,
operates like forethought, and with greater etiect. We find, accordingly, that
when nothing oecum to make an opening for a superfluouspopulation, numbers
remain stationary : as is seen in our southern departments." Considerations
_r le M6tayage, Joppa/des Er_,om/g_ for February 1846. [The desuription

,Bastiat as "a high _uthotity among French political economists" was
omitted from the 3rded. (1852).]

t W_t_ of Na_z_, book ili. ell 2.
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effectual bar to it. It might be the interest of a me.yet to make
the land produce as much as could be brought out of it by means
of the stock furnished by the proprietor; but it could never be
his interest to mix any part of his own with it. In France, where
five parts out of six of the whole kingdom are said to be still occupied
by this species of cultivators, the proprietors complain that their
metaycrs take every opportunity of employing the master's cattle
rather in carriage than in cultivation ; because in the one case they

get the whole profits to themselves, in the other they share them
with their landlord." It is indeed implied in the very nature of the
tenure that all improvements which require expenditure of capital
must be made with the capital of the landlord. This, however, is
essentially the case even in England, whenever the farmers are
tenants-at-will : or (if Arthur Young is right) even on a" nine years'
lease." If the landlord is willing to provide capital for improve-
ments, the metayei has the strongest interest in promoting them,
since half the benefit of them will accrue to himself. As however

the perpetuity of tenure which, in the case we are discussing, he
enjoys by custom, renders his consent a necessary condition ; the
spirit of routine, and dislike of innovation, characteristic of an
agricultural people when not corrected by education, are no doubt,
as the advocates of the system seem to admit, a serious hindrance to

improvement.

§ 3. The metayer system has met with no mercy from English
authorities. "There is not one word to be said in favour of the

practice," says Arthur Young,* and a "thousand arguments that
might be used against it. The hard plea of necessity can alone be
urged in its favour; the poverty of the farmers being so great,
that the landlord must stock the farm, or it could not be stocked at

all : this is a most cruel burden to a proprietor, who is thus obliged
to run luuch of the hazard of farming in the most dangerous of
all methods, that of trusting his property absolutely in the hands
of people who arc generally ignorant, many careless, and some
undoubtedly wicked .... In this moss miserable of all the modes o1

letting land, the defrauded landlord receives a contemptible rent ;
the farmer is in the lowest state of poverty ; the land is miserably
cultivated; and the nation suffers as severely as the parties
themselves .... Wherever t this system prevails, it may be taken

[or granted that a useless and miserable population is found. . . .
" Travels, vol. i. pp. 404-5. t Ibid. voL ii. 151-8.
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Wherever the country (that I saw) is poor and unwatered, in the
Milanese, it is in the hands of metayers ; they are almost always
in debt to their landlord for seed or food, and "their condition is

more wretched than that of a day labourer .... There * are but
few districts" (in Italy) "where lands are let to the occupyin_
tenant at a money-rent ; but wherever it is found, their crops are
greater ; a clear proof of the imbecility of the metaying system."
"W_erever it" (the metayer system) " has been adopted," says
Mr. M'CuUoch,t "it has put a stop to all improvement, and has
reduced the cultivators to the most abject poverty." Mr. Jones
shares the common opinion, and quotes Turgot and Destutt-Tracy
in support of it. The impression, however, of all these writers
(notwithstanding Arthur Young's occasional references to Italy)
seems to be chiefly derived from France, and France before the
Revolution.§ Now the situation of French metsyers under the old
r_gime by no means represents the typical form of the contract.
It is essential to that form that the proprietor pays all the taxes.
But in France the exemption of the noblesse from direct taxation
had led the Government to throw the whole burthen of their ever-

incr_ng fiscal exactions upon the occupiers: and it is to these
exactions that Turgot ascribed the extreme wretchedness of the
metayers : a wretchedness in some cases so excessive, that in
Limousin and Angoumois (the provinces which he administered)
they had seldom more, according to him, after deducting all burthens,
than from twenty-five to thirty livres (20 to 24 shillings) per head
for their whole annual consumption: "ie ne dis pas on argent,
mais en comptant tout ce qu'ils consomment en nature sur ce qu'ils
ont r_colt_." H When we add that they had not the virtual fixity

• T_cehr, eel. iL 217.
t Principles of Political E_nomy, 3rd. yd. p. 471.

Essay on the _ion of Wea/th, pp. 102-4. [Pea_an_Rents, pp. 90-92, ]
§ M. de Tracy is partially an exception, inasmuch as his experience reaches

lower down than the revolutionary period ; but he admits (as Mr. Jones has
himself stated in another place) that he is acquainted only with a limited dis-
trier, of gre_t subdivision and unfertile soiL

M. Pasty is of opinion, that a French peasantry must be in indigence and
the country badly cultivated on a metayer system, because the proportion of
the produce elaimable by the landlordis too high ; it being only in more favour-
able climates that any land, not of the most exuberant fertility, ean pay half
its gross produce in rent, and leave enough to peasant farmersto enable them
to grow su_y the more expensive and valuable products of agriculture.
(gys_ne_ de Uu/ture,p. 35.) This is an objection only to a partienlar numerical
proportion,which is indeed the common one, but is not essential to the system.

tl See the " M6moire sur la Surcharge des Impositions qu'_prouvait la
G6n6rslit6 de Limoges, adress6 au Conseil d'Etst en 1766," pp. 260-304 of
the fourth volume of Turgot's Wor/_. The occasional engagements of landlords
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of tenure of the metayers of Italy (" in Limousin," says Arthur
Young,* "the metayem are considered as little better than menial
servants, removable at pleasure, and obliged to conform in all
things to the will of the landlords,") it is evident that their case
affords no argument against the metayer system in its better form.
A population who could call nothing their own, who, like the Irish
cottiers, could not in any contingency be worse off, had nothing to

restrain them from multiplying, and subdividing the land, until
stopped by actual starvation.

We shall find a very different picture, by the most accurate
authorities, of the metayer cultivation of Italy. In the first place,
ss to subdivision. In Lombardy, according to Ch_teauvieux, t
there are few farms which exceed fifty acres, and few which have less
than ten. These farms are all occupied by metayers at half profit.
They invariably display "an extent _ and a richness in buildings
rarely known in any other c_untry in Europe." Their plan" affords
the greatest room with the least extent of building ; is best adapted
to arrange and secure the crop ; and is, at the same time, the most
economical, and the least exposed to accidents by fire." The
courtyard "exhibits a whole so regular and commodious, and a
system of such care and good order, that our dirty and ill-arranged
farms can convey no adequate ides of." The same description
applies to Piedmont. The rotation of crops is excellent. "I
should think§ no country can bring so large a portion of its produce
to market as Piedmont." Though the soil is not naturally very
fertile, "the number of cities is prodigiously great." The agricul-
ture must, therefore, be eminently favourable to the net as well as
to the gross produce of the land. "Each plough works thirty-two
sores in the season .... Nothing can be more perfect or nester
than the hoeing and moulding up the maize, when in full growth,
by a single plough, with a pair of oxen, without injury to a single
plant, while all the weeds are effectually destroyed." So much for
agricultural skill. "Nothing can be so excellent as the crop which
precedes and that which follows it." The wheat "is thrashed by a
cylinder, drawn by a horse, and guided by a boy, while the labourers

(as mentioned by Arthur Young) to pay a part of the taxes, were. according to
Turgot, of recent origin, under the compulsion of aotual neoessity. " The pro-
prietor only oonsent8to it when he can find no metayer on other terms ; oonsv-
quently, even in that one, the metayer is always reduced to wh&t is b_rely
sufficient to prevent him from dying of hunger" (p. 27_).

* Vol. L p. 404.
t Letters f_om Italy, trLnslatedby P,igby, 1_ 16.
:_ Ibid. pp. 19, 20. § Ibid. pi_ 24-31.
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turn over the straw with forks. This process last_ nearly a fortnight ;
it is quick and economical, and completely gets out the grain ....
In no part of the world are the economy and the management of
the land better understood than in Piedmont, and this explains
the phenomenon of its great population, and immense export of
provisions." All this under metayer cultivation.

Of the valley of the Arno, in its whole extent, both above and
below Florence, the same writer thus speaks :*--" Forests of olive-

trees covered the lower parts of the mountains, and by their foliage
concealed an infinite number of small farms, which peopled these
parts of the mountains; chestnut-trees raised their heads on the
higher slopes, their healthy verdure contrasting with the pale tint
of the olive-trees, and spreading a brightness over this amphitheatre.
The road was bordered on each side with village-houses, not more
than a hundred paces from each other .... They are placed at
a little distance from the road, and separated from it by a wall,
and a terrace of some feet in extent. On the wall are commonly
placed many vases of antique forms, in which flowers, aloes, and

young orange.trees are growing. The house itself is completely
covered with vines .... Before these houses we saw groups ot
peasant females dressed in white linen, silk corsets, and straw-hats,
ornamented with flowers .... These houses being so near each
other, it is evident that the land annexed to them must be small,
and that property, in these valleys, must be very much divided;
the extent of these domains being from three to ten acres. The
land lies round the houses, and is divided into fields by small canals,
or rows of trees, some of which are mulberry-trees, but the greatest
number poplars, the leaves of which are eaten by the cattle. Each
tree supports a vine .... These divisions, arrayed in oblong
squares, are large enough to be cultivated by a plough without wheels
and a pair of oxen. There is a pair of oxen between ten or twelve
of the farmers; they employ them successively in the cultivation
of all the farms .... Almost every farm maintains a well-looking
horse, which goes in a small two-wheeled cart, neatly made, and
painted red; they serve for all the purposes of draught for the
farm, and also to convey the farmer's daughters to mass and to
balls. Thus, on holidays, hundreds of these little carts are seen

flying in all directions, carrying the young women, decorated with
flowers and ribbons."

This is not a picture of poverty; and so far as agriculture
* Pp. 78-9.
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is concerned, it effectually redeems metsyer cultivation, as existing
in these countries, from the reproaches of English writers ; but with
respect to the condition of the cultivators, Ch_teauvieux's testi-
mony is, in some points, not so favourable. "It is* neither the
natural fertility of the soil, nor the abundance which strikes the eye
d the traveller, which constitute the well-being of its inhabitants. It
is the number of individuals among whom the total produce is
divided, which fixes the portion that each is enabled to enjoy.
Here it is very small. I have thus far, indeed, exhibited a delightful
country, well watered, fertile, and covered with a perpetual vegeta-
tion; I have shown it divided into countless enclosures, which,

like so many beds in a garden, display a thousand varying pro-
ductions ; I have shown, that to all these enclosures are attached
well-built houses, clothed with vines, and decorated with flowers;
but, on entering them, we find a total want of all the convenicuce_
of life, a table more than frugal, and a general appearance of priva-
tion." Is not Ch_teauvieux here unconsciously contrasting the

condition of the metayers with that of the farmers of other countries,
when the propor standard with which to compare it is that of the
agricultural day-labourers ?

Arthur Young says, t "I was assured that these metayers are
(especially near Florence) much at their ease; that on holidays
they are dressed remarkably well, and not without objects of
luxury, as silver, gold, and silk ; and live well, on plenty of bread,
wine, and legumes. In some instances this may possibly be the
case, but the general fact is contrary. It is absurd to thlnlr that
metayers, upon such a farm as is cultivated by a 10air of oxen, can
live at their ease ; and a clear proof of their poverty is this, that
the landlord, who provides half the live stock, is often obliged to
lend the peasant money to procure his hal/ .... The metayers,
not in the vicinity of the city, are so poor that landlords even
lend them corn to eat : their food is black bread, made of a miTtuge
with vetches ; and their drink is very little wine mixed with water,
and called aquarelle; meat on Sundays only; their dr_s very

ordinary." Mr. Jones admits the superior comfort of the metayez_
near Florence, and attributes it par_.ly to straw-platting, by which
the women of the peasantry can earnj according to Ch_teauvieux,_
from fifteen to twenty ponce a day. But even this fact tells in
_avour of the metayer system: for in those parts of England in

* Pp. 73-6. t _'rave/8, vol. iL p. llJ6.
Lettera from Italy, II_ 75,



MET&YERS 311

which either straw-platting or lace-making is carried on by the
women and children of the labouring class, as in Bedfordshire
and Buckinghamshire, the condition of the class is not better, but
rather worse than elsewhere, the wages of agricultural labour
being depressed by a full equivalent.

In spite of Ch_teauvieux's statement respecting the poverty
of the mctayers, his opinion, in respect to Italy at least, is given
in favour of the system. "It occupies* and constantly interests
the proprietors, which is never the case with great proprietors
who lease their estates at fixed rents. It establishes a community
of interests, and relations of kindness between the proprietors and
the metayers ; a kindness which I have often witnessed, and from
which result great advantages in the moral condition of society.
The proprietor under this system, always interested in the success
of the crop, never refuses to make an advance upon it, which the
land promises to repay with interest. It is by these advances
and by the hope thus inspired, that the rich proprietors of land
have gradually perfected the whole rural economy of Italy. It is
to them that it owes the numerous systems of irrigation which
water its soil, as also the establishment of the terrace culture on

the hills: gradual but permanent improvements, which common
peasants, for want of means, could never have effected, and which
could never have been accomplished by the farmers, nor by the
great proprietors who let their estates at fixed rents, because they are
not sufficiently interested. Thus the interested system forms of
itself that alliance between the rich proprietor, whose means provide
for the improvement of the culture, and the metayer whose care
and labour are directed, by a common interest, to make the most
of these advances."

But the testimony most favourable to the system is that o_
Sismondi, which has the advantage of being specific, and from
accurate knowledge, his information being not that of a traveller,
but of a resident proprietor, intimately acquainted with rural life.
His statements apply to Tuscany generally, and more particularly
to the Val di Nievole, in which his own property lay, and which is not
within the supposed privileged circle immediately round Florence.
It is one of the districts in which the size of farms appears to be the

smallest. The following is his description of the dwellings and
mode of life of the metayers of that district, t

* Lctterafrom Italy, pp. 295-6.
1'From his Sizth Essay, formerlyreferr_ to.
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"The house, built of good walls with lime and mortar, has always
at least one story, sometimes two, above the ground floor. On the

ground floor are generally the kitchen, a cowhouse for two homed
cattle, and the storehouse, which takes its name, 6ha/a, from the

large vats (tint_ in which the wine is put to ferment, without any
pressing : it is there also that the metayer locks up his casks, his
oil, and his grain. Almost always there is also a shed supported
against the house, where he can work under cover to mend his
tools, or chop forage for his cattle. On the first and second stories
are two, three, and often four bedrooms. The largest and most
airy of these is generally destined by the metayer, in the months of
May and June, to the bringing up of silkworms. Great chests to
contain clothes and linen, and some wooden chairs, are the chief
[uruiture of the chambers ; but a newly-married wife always brings
with her a wardrobe of walnut wood. The beds are uncurtained and

unroofed, but on each of them, besides a good paillaese filled with
the elastic straw of the maize plant, there are one or two mattresses of
wool, or, among the poorest, of tow, a good blanket, sheets o_ strong
hempen cloth, and on the best bed of the family a coverlet of silk
padding, which is spread on festival days. The only fireplace is in
the kitchen; and there also is the great wooden table where the

family dines, and the benches; the great chest which serves at
once for keeping the bread and other provisions, and for kneading ;
a tolerably complete though cheap assortment of pans, dishes, and
earthenware plates: one or two metal lamps, a steelyard, and at
least two copper pitchem for drawing and holding water. The
linen and the working clothes of the Emily have all been spun

by the women of the house. The clothes, both of men and of
women, are of the stuff called mezza laz_ when thick, mo/a when

thin, and made of a coarse thread of hemp or tow, filled up with
cotton or wool ; it is dried by the same women by whom it is spun.
It would hardly be believed what a quantity of cloth and of mez_
lana the peasant women are able to accumulate by assiduous
industry ; how many sheets there are in the store ; what a number
of shirts, jackets, trowsers, petticoats, and gowns are possessed
by every member of the family. By way of example I add in
a note the inventory of the peasant family best known to me:
it is neither one of the richest nor of the poorest, and lives happily
by its industry on half the produce d less than ten arpen_ ot
';nd.* The young women had a marriage portion of fifty crowns,

Inventory of the/ro_ssea_ of Jane, daughter of V&lente P&pini, on hey
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twenty paid down, and the rest by instalments of two every year.
The Tuscan crown is worth six francs [4s. 10d.]. The commonest

marriage portion of a peasant girl in the other parts of Tuscany,
where the metairies are larger, is 100 crowns, 600 francs."

Is this poverty, or consistent with poverty ? When a common,
M. de Sismondi even says the common, marriage portion of a
metayer's daughter is 241. English money, equivalent to at least 501.
in Italy and in that rank of life ; when one whose dowry is only
half that amount, has the wardrobe described, which is represented
by Sismondi as a fair average ; the class must be fully comparable,
in general condition, to a large proportion even of capitalist Lsrmers
in other countries; and incomparably above the day-labourers
of any country, except a new colony, or the United States. Very
little can be inferred, against such evidence, from a traveller's
impression of the poor quality of their food. Its unexpensive
character may be rather the effect of economy than of necessity.
Costly feeding is not the favourite luxury of a southern people;
their diet in all classes is principol]y vegetable, and no peasantry on
the Continent has the superstition of the English labourer respecting
white bread. But the nourishment of the Tuscan peasant, according
to Sismondi, "is wholesome and various : its basis is an excellent

wheaten bread, brown, but pure from bran and from all mixture.
In the bad season they take but two meals a day: at ten in
the morning they eat their Pollenta, at the beginning of the night
their soup, and after it bread with a relish of some sort (compana_/co).
In summer they have three meals, at eight, at one, and in the evening;
but the fire is lighted only once a day, for dinner, which consists
of soup, and a dish of salt meat or dried fish, or haricots, or greens,
which are eaten with bread. Salt meat enters in a very small quantity
into this diet, for it is reckoned that forty pounds of salt pork
per head suffice amply for a year's provision ; twice a week a small
piece of it is put into the soup. On Sundays they have always on

marriagewith Giovseehino Lsndi, the 29th of April 1835,at Ports Veeehia,nest
Pescls :

" 28 shifts, 7 best dresses (of pm'ticularfabrics of silk), 7 dresses of printed
ootton, 2 winter working dresses (mezza/ana), 3 summer working dresses and
pettico_tts(too/a), 3 white petticoats, 5 aprons of printed linen, 1 of black silk,
1 of black merino, 9 coloured working aprons (molo), 4 white, 8 eolourcd, and
3 silk, handkerchiefs, 2 embroidered veils and one of tulle, 3 towels, 14 pairs of
stockings, 2 hats (one of felt, the other of fine straw) ; 2 cameos set in gold, 2
golden earrings, 1ehaplet with two Roman silver crowns, 1 coral necldsee with
its cross of gold.... All the richer married women of the class have, besides,
the vests di _ the gesst holid&ydress, which they only we_r four or fivetimes
in their lives."
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the table a dish of fresh meat, but a pie_ which weighs only a pound

or a pound and a hal_ sutfices for the whole family, however numerous
it may be. It must not be forgotten that the Tuscan peasants
generally produce olive oil for their own consumption: they use
it not only for lamps, but as seasoning to all the vegetables prepared
for the table, which it renders both more savoury and more nutritive.
At breakfast their food is bread, and sometimes cheese and fruit;

at supper, bread and salad. Their drink is composed of the inferior
wine of the country, the _ne//a or pi_uett¢ made by fermenting in

water the pressed skins of the grapes. They always, however, reserve
a little of their best wine for the day when they thresh their corn, and
for some festivals which are kept in families. About fifty bottles
of vinella per annum and five sacks of wheat (about 1000 pounds
of bread) are considered as the supply necessary for a full grown
man."

The remarks of Sismondi on the moral influences of this stats

of society are not less worthy of attention. The rights and obliga-
tions of the metayer being fixed by usage, and all taxes and rates
being paid by the proprietor, " the metayer has the advantages
of landed property without the burthen of defending it. It is the
landlord to whom, with the land, belong all its disputes: the tenant

lives in peace with all his neighbours; between him and them
there is no motive for rivalry or distrust, he preserves a good unde_-
standing with them, as well as with his landlord, with the tax-
collector, and with the church : he sells little, and buys little ; he

t_uehes little money, but he seldom has any to pay. The gentle and
kindly character of the Tuscans is often spoken of, but without
sufficiently remarking the cause which has contributed most to
keep up that gentleness; the tenure, by which the entire class
of farmers, more than three-fourths of the population, are kept

free from almost every occasion for quarrel." The fixity of tenure
which the metayer, so long as he fulfils his own obligations, possesses
by usage, though not by law, gives him the local attachments,
and almost the strong sense of personal interest, characteristic
of a proprietor. " The metayer lives on his metairie as on his
inheritance, loving it with affection, labouring incessantly to improve
it, confiding in the future, and making sure that his land will be
tilled after him by his children and his children's children. In fact

the majority of metayers live from generation to generation on
the same farm; they know it in its details with a m_nuteness
which the feeling of property can alone give. The plots terrassed
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ap, one above the other, are often not above four feet wide ; but
there is not one of them, the qualities of which the metayer has
not studied. This one is dry, the other is cold and damp: here
the soil is deep, there it is a mere crust which hardly covers the
rock ; wheat thrives best on one, rye on another : here it would be
labour wasted to sow Indian corn, elsewhere the soil is unfit for

beans and lupins, further off flax will grow admirably, the edge of
this brook will be suited for hemp. In this way one learns with
surprise from the metayer, that in a space of ten arpents, the soil,
the aspect, and the inclination of the ground present greater variety
than a rich farmer is generally able to distinguish in a farm of five
hundred acres. For the latter knows that he is only a temporary
occupant ; and moreover, that he must conduct his operations by
general rules, and neglect details. But the experienced metayer
has had his intelligence so awakened by interest and affection,
as to be the best of observers; and with the whole future before
him, he thinks not of himself alone, but of his children and

grandchildren. Therefore, when he plants an olive, a tree which
lasts for centuries, and excavates at the bottom of the hollow

in which he plants it a channel to let out the water by which it
would be injured, he studies all the strata of the earth which he
has to dig out." *

§ 4. I do not offer these quotations as evidence of the intrinsic
excellence of the metayer system ; but they surely suffice to prove
that neither "land miserably cultivated "nor a people in" the most
abject poverty" have any necessary connexion with it, and that the
unmeasured vituperation lavished upon the system by English
writers is grounded on an extremely narrow view of the subject.

• Of the intelligence of this interesting people, M. de Sismondi speaks in the
most favourable terms. 1Tewof them con read ; but there is often one member
of the family destined forthe priesthood, who reads to them on winter evenings.
Their |anguage differs little from the purest ]talian. The taste forimprovisation
in verse is general. " The peasants of the Vale of Nievole frequent the theatre
in summer on festival days, from nine to eleven at night : their admission costa
them little more than five Freneh sons {2_d.]. Their favourite author is Alfieri;
the whole history o| the Atrid_ ia familiarto these people whocannot read, and
who seek from that austere poet a relaxation from their rude labours." Unlike
mcmtruatics, they find pleasurein the beauty o! their country. " In the hills of
the vale of Nievcle there is in front of every house a threshing-ground,seldomof
more than 25 or 30 square tathoms ; it is oiten the only level |pace in the whole
iarm; it is at the same time a terrace which commands the plains and the valley,
end looks out upcn a delightful country. Scarcely ever have I stood still to
admire it, without the metayer's coming out to enjoy my admiration, and point
out withhimfingerthe beau ties which he thought might have escaped mynotion"
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I look upon the rural economy ofItaly as simply so much additional
evidence in favour of small occupations with permanent tenure. It
is an example of what can be accomplished by those two elements,
even under the disadvantage of the peculiar nature of the metayer
contract, in which the motives to exertion on the part of the tenant
are only half as strong as if he farmed the land on the same footing
of perpetuity at a money-rent, either fixed, or varying according
to some rule which would leave to the tenant the whole benefit

of his own exertions. The metayer tenure is not one which we

should be anxious to introduce where the exigencies of society
had not naturally given birth to it; but neither ought we to be
eager to abolish it on a mere _ pr/ozi view of its disadvantages.
H the system in Tuscany works as well in practice as it is represented
to do, with every appearance of minute knowledge, by so competent
an authority as Sismondi ; if the mode of living of the people, and
the size of farms, have for ages maintained and still maintain them-
selves * such as they are said to be by him, it were to be regretted
that a state of rural well-being so much beyond what is realized in
most European countries, should be put to hazard by an attempt
to introduce, under the guise of agricultural improvement, a system
of money-rents and capitalist farmers. Even where the metayers
are poor, and the subdivision great, it is not to be assumed, as of

course, that the change would be for the better. The enlargement
of farms, and the introduction of what are called agricultural
improvements, usually diminish the number of labourers employed
on the land ; and unless the growth of capital in trade and manu-
factures affords an opening for the displaced population, or unless
there are reclaimable wastes on which they can be located,
competition will so reduce wages, that they will probably be worse
off as day-labourers than they were as metayers.

Mr. Jones very properly objects against the French Economists
of the last century, that in pursuing their favourite object of intro-
ducing money-rents, they turned their minds solely to putting
farmers in the place of metayers, instead of transforming the existing
metayers intofarmers; which,as he justlyremarks,can scarcely

* "We never, says Sismondi, "find afamily of met_yers proposing to their
landlord to divide the metairie, unle_ the work is really more than they can do,
and they feel a_ured of retaining the same enjoyments on a smaller piece o|

uncL We never find several sons all marrying, and forming as many new
a_m_'ea: only one marries and undertakee the eharge of the household : none
of the others marry unless the first is childless, or unle_ some one ofthem h_
the off_ of a new metairio." New Primciplc.sof Po_gticaJ_conomy, bookiiL oh.6



METAYEP_ $17

be effected, unless, to enable the metayers to save and become
owners of stock, the proprietors submit for a considerable time to a
diminution of income, instead of expecting an increase of it, which
has generally been their immediate motive for making the attempt.
If this transformation were effected, and no other change made in
the metayer's condition ; if, preserving aU the other rights which
usage insures to him, he mere]y got rid of the landlord's claim to
half the produce, paying in lieu of it a moderate fixed rent ; he would
be so far in a better position than at present, as the whole, instead
of only half the fruits of any improvement he made, would now
belong to himself; but even so, the benefit would not be without
alloy ; for a metayer, though not himself a capitalist, has a capitalist
for his partner, and has the use, in Italy at least, of a considerable
capital, as is proved by the excellence of the farm buildings : and
it is not probable that the landowners would any longer consent to
peril their moveable property on the hazards of agricultural enter-
prise, when assured of a fixed money income without it. Thus
would the question stand, even if the change left undisturbed the
metayer's virtual fixity of tenure, and converted him, in fact, into a
peasant proprietor at a quitrent. But if we suppose him converted
into a mere tenant, displaeeabh at the landlord's will, and liable to
have his rent raised by competition to any amount which any unfor-
tunate being in search of subsistence can be found to offer or promise
for it ; he would lose all the features in his condition which preserve
it from being deteriorated ; he would be cast down from his present
position of a kind of half proprietor of the land, and wou]d sink into
• cottier tenant.



CHAPTER IX

01_ COTTIERS

§ 1. By the general appellation of eottier tenure I shall designate
all eases without exception in which the labourer makes his contract
for land without the intervention of a capitalist farmer, and in which
the conditions of the contract, especially the amount of rent, are
determined not by custom but by competition. The principal
European example of this tenure is Ireland, and it is from that
country that the term eottier is derived.* By far the greater part.
of the agricultural population of Ireland might until very lately
have been said to be 1 cottier-tenants ; except so far as the Ulster
tenant-right constituted an exception. There was, indeed, a nume-
rous class of labourers who (we may presume through the refusal
either of proprietors or of tenants in possession to permit any
_rther subdivision) had been unable to obtain even the smallest

patch of land as permanent tenants. But, from the deficiency of
capital, the custom of paying wages in land was so universal, that
even those who worked as casual labourers for the cottiers or for such

large farmers as were found in the country, were usually paid not in
money, but by permission to cultivate for the season a piece of ground
which was generally delivered to them by the farmer ready manured,
and was known by the name of conacre. For this they agreed to pay
a money rent, often of several pounds an acre, but no money actually
passed, the debt being worked out in labour, at a money valuation.

The produce, on the cottier system, being divided into two

In its original acceptation, the word "cottier" designated a class of sub-
tenants, who rent a cottage and an acre or two of land from the small f_rmers.
But the usage of writershas long since stretched the term to include those sm_l!
farmers themselves, and generally all peasant farmers whose rents ere deter-
mined by competition.

z [,, May be said to be "in 1st ed. (1848). altered as above in Sthed. (1862).
S'mlilarlythe account of the labourers in the following sentences was changed
from the present to the past tense.]
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portions, rent, and the remuneration of the labourer; the one is
evidently determined by the other. The labourer has whatever the

landlord does not take : the condition of the labourer depends on
the amount of rent. But rent, being regulated by competition,
depends upon the relation between the demand for land, and the
supply of it. The demand for land depends on the number of
competitors, and the competitors are the whole rural population.
The effect, therefore, of this tenure, is to bring the principle of popu-
lation to act directly on the land, and not, as in England, on capital.
Rent, in this state of things, depends on the proportion between
population and land. As the land is a fixed quantity, while population
has an unlimited power of increase ; unless something checks that
increase, the competition for land soon forces up rent to the highest
point consistent with keeping the population alive. The effects,
therefore, of cottier tenure depend on the extent to which the

capacity of population to increase is controlled, either by custom,
by individual prudence, or by starvation and disease.

It would be an exaggeration to atfirm that cottier tenancy is
absolutely incompatible with a prosperous condition of the labouring
class. If we could suppose it to exist among a people to whom a
high standard of comfort was habitual ; whose requirements were
such, that_they would not offer a higher rent for land than would leave
them an ample subsistence, and whose moderate increase of numbers

left no unemployed population to force up rents by competition,
save when the increasing produce of the land from increase of skill
would enable a higher rent to be paid without inconvenience; the

cultivating class might be as well remunerated, might have as large
a share of the necessaries and comforts of life, on this system of tenure
as on any other. They would not, however, while their rents were
arbitrary, enjoy any of the peculiar advantages which metayers on
the Tuscan system derive from their connexion with the land. They
would neither have the use of a capital belonging to their landlords,
nor would the want of this be made up by the intense motives to
bodily and mental exertion which act upon the peasant who has a
permanent tenure. On the contrary, any increased value given to
the land by the exertions of the tenant, would have no effect but to
raise the rent against himself, either the next year, or at farthest when
his lease expired. The landlords might have justice or good sense
enougil not to avail themselves of the advantage which competition
would give them; and different landlords would do so in different

degrees. But it is never safe to expect that a class or body of men
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will act in opposition to their immediate peCnnlary interest; and
even a doubt on the subject would be almost as fatal as a certainty,
for when a person is considering whether or not to undergo a present
etertion or sacrifice for a comparatively remote future, the scale
is turned by a very small probability that the fruit_ of the
exertion or of the sacrifice will be taken away from him. The
only safeguard against these uncertainties would be the growth of
a custom, insuring a permanence of tenure in the same occupant,
without liability to any other increase of rent than might happen
to be sanctioned by the general sentiments of the community. The
Ulster tenant-right is such a custom. The very considerable sums
which outgoing tenants obtain from their successors, for the goodwill
of their farms,* in the first place actually limit the competition for
land to persons who have such snmA to offer : while the saree fact
also proves that full advantage is not taken by the landlord of
even that more limited competition, since the landlord's rent does
not amount to the whole of what the incoming tenant not only offers
but actually pays. He does so in the full confidence that the rent
will not be raised ; and for th_ he has the guarantee of a custom,
not recognised by law, but deriving its binding force from another
sanction, perfectly well understood in Ireland. t Without one or
other of these supports, a custom limiting the rent of land is not
likely to grow up in any progressive community. If wealth and
population were stationary, rent also would generally be stationary,
and after remaining a long time unaltered, would probably come
to be considered unalterable. But all progress in wealth and
population tends to a rise of rents. Under a metayer system there
is an established mode in which the owner of land is sure of

participating in the increased produce drawn from it. But on the

* " It is not uncommon fora tenant without a lease to sell the bare privilege
of occupancy or possession of his farm, without any visible sign of improvement
having been made by him, at _romten to sixteen, up to twenty and even forty
years' purchase of the rent."---(D/gest of Evidence taken by Lord Devon's Com-
m/ss/on, Introductory Chapter.) The compiler adds, " the comparative tran-
quillity of that district" (Ulster) " may perhaps be mainly attributable to
this fact."

" It is in the great majority of cues not a reimbursement for outlay in-
curred, or improvement8 effected on the land, but a mere life insur&uceof
purchase of immunity from outrage_"--(Dige_, _ _pra.) "The present
tenant-right of Ulster" (the writer judiciously remarks) "is an embryo co_.

.... Even there, if the tenant-right bedisregarded, and a tenant be ejected
without having received the price of his goodwill, outrages are generally the
consequenee."--(Ch, viii.) " The disorganised state of Tipperary, and the
agrarian combination throughout Ireland, am but a methodized war to obtain
the U_ter tenant-right."
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co_d_t system he can only do so by a readjustment of the contract,
while that readjustment, in a p_ve community, would almost
always be to his advantaigo. His interest, therefore, is decidedly
opposed to the growth of any custom commuting rent into a
fixed demand.

§ 2. Where the amount of rent is not limited, either by law or
custom, a cottier system has the disadvantages of the worst metayer
system, with scarcely any of the advantages by which, in the best
forms of that tenure, they are compensated. It is scarcely possible
that cottier agriculture should be other than miserable. There is not
the same necessity that the condition of the cultivators should be so.
Since by a sui_cient restraint on population competition for land could
be kept down, and extreme poverty prevented ; habits of prudence
and a high standard of comfort, once established, would have a fair
chance of maintaining themselves : though even in these favourable
cirvu_tances the motives to prudence would be considerably weaker
than in the case of metayers, protected by custom (like those of

Tuscany) from being deprived of their farms : since a metayer family,
thus protected, could not be impoverished by any other improvident
multiplication than their own, but a cottier family, however prudent
and self-restraining, may have the rent raised against it by the
consequences of the multiplication of other families. Any protection
to the cottiers against this evil could only be derived from a salutary
sentiment of duty or dignity, pervading the claes. From this
source, however, they might derive considerable protection. If the
habitual standard of requirement among the class were high, a young

man might not choose to offer a rent which would leave him in a
worse condition than the preceding tenant; or it might be the
general custom, as it actually is in some countries, not to marry until
a farm is vacant.

But it is not where a high standard of comfort has rooted itself
in the habits of the labouring class, that we are ever called upon to
considexthe effectsof a cottier system That system is foundonly

where the habitual requirements of the rural labourers are the
lowest possible ; where as long as they are not actually starving,
they will multiply : and population is only checked by the diseases,
and the shortuess of life, consequent on insufficiency of merely

physical nec_m, This was t the state of the largest portion of
tim Idah pea_ntry. When a people have snn_ into this ststo,

I [,, Is unlmpldly" until the 5th ed. (1862).]
H



822 BOOK IL ClqAPTER IX. § 2

and'still more when they have been in it from time immemori_

the cottier system is an ahnost insuperable obstacle to their emerging
from it. When the habits of the people are such that their increaas
is never checked but by the impossibility of obtaining a bare support,
and when this support can only be obtained from land, all stipulations
and agreements respecting amount of rent are merely nominal;
the competition for land makes the tenants undertake to pay mor_
than it is possible they should pay, and when they have paid all they
can, more almost always remains due.

"As it may fairly be said of the Irish peasantry," said Mr.
Revans, the Secretary to the Irish Poor Law Enquiry Commission,*
" that every family which has not sufficient land to yield its food has
one or more of its members supported by begging, it will easily be
conceived that every endeavour is made by the peasantry to obtain
small holdings, and that they are not influenced in their biddings
by the fertility of the land, or by their ability to pay the rent, but
solely by the offer which is most likely to gain them possession.
The rents which they promise, they are almost invariably incapable
ef paying ; and consequently they become indebted to those under
whom they hold, almost as soon as they take possession. They give
up, in the shape of rent, the whole produce of the land with the
exception of a sufficiency of potatoes for a subsistence ; but as this
is rarely equal to the promised rent, they constantly have against
them an increasing balance. In some cases, the largest quantity of
produce which their holdings ever yielded, or which, under their
system of tillage, they could in the most favourable seasons be made
to yield, would not be equal to the rent bid ; consequently, if the
peasant fulfilled his engagement with his landlord, which he is rarely
able to accomplish, he would till the ground for nothing, and give
his landlord a premium for being allowed to till it. On the sea.
coast, fishermen, and in the northern counties those who have

looms, frequently pay more in rent than the market value of the
whole produce of the land they hold. It might be supposed that
they would be better without land under such circumstances. But
fishing might fail during a week or two, and so might the demand
for the produce of the loom, when, did they not possess the land
upon which their food is grown, they might starve. The hill amount
of the rent bid, however, is rarely paid. The peasant remains

• Kvils of O_ 8_ of Ireland, their Caus_ and their _eme_. Page 10,
A pamphlet cont_ing, among o_her things, an excellent diges_ and selection
of evidenoo from the mass collected by the Commission presided over by Axeh,
_.hop Wlmtdy.



COTTI_gRS

constantly in debt to his landlord ; his miserable possessions--the
wretched clothing of himself and of his family, the two or three
stools, and the few pieces of crockery, which his wretched hovel
contains, would not, if sold, liquidate the standing and generally
accumulating debt. The peasantry are mostly a year in arrear,
and their excuse for not paying more is destitution. Should the
produce of the holding, in any year, be more than usually abundant,
or should the peasant by any accident become possessed of any
property, his comforts cannot be increased ; he cannot indulge in
better food, nor in a greater quantity of it. His filrniture cannot be
increased, neither can his wife or children be better clothed. The ac-

quisition must go to the person under whom he holds. The accidental
addition will enable him to reduce his arrear of rent, and thus to

defer ejectment. But this must be the bound of his expectation."
As an extreme instance of the intensity of competition for land,

and of the monstrous height to which it occasionally forced up the
nominal rent ; we may cite from the evidence taken by Lord Devon's
Commission,* a fact attested by Mr. Hurly, Clerk of the Crown for
Kerry : "I have known a tenant bid for a farm that I was perfectly
well acquainted with, worth 50/. a year : I saw the competition get
up to such an extent, that he was declared the tenant at 450L"

§ 3. In such a condition, what can a tenant gain by any amount
of industry or prudence, and what lose by any recklessness ? If the
landlord at any time exerted his full legal rights, the cottier would not

be able even to live. If by extra exertion he doubled the produce
of his bit of land, or if he prudently abstained from producing mouths
to eat it up, his only gain would be to have more left to pay to his
landlord ; while, if he had twenty children, they would still be fed
first, and the landlord could only take what was left. Almost alone
amongst mankind the cottier is in this condition, that he can scarcely
be either better or worse off by any act of his own. If he were indus-

trious or prudent, nobody but his landlord would gain ; if he is lazy
or intemperate, it is at his landlord's expense. A situation more
devoid of motives to either labour or self-command, imagination
itself cannot conceive. The inducements of free human beings are
taken away, and those of a slave not substituted. He has nothinog
to hope, and nothing to fear, except being dispossessed of his holding,
and against this he protects himself by the ullima ra_/o of a defP.n_ve
civil war. Rockism and Whiteboyism were 1 the determination of

* _de_¢, ]_ _1. i [,, Are" until the 5th eel. (1862).]
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a people who had nothing that could be called theirs but a daily
meal of the lowest description of food, not to submit to being deprived
of that for other people's convenience.

Is it not, then, a bitter satire on the mode in which opinious
are formed on the most important problems of human nature and

life, to find public instructors of the greatest pretension, imputing the
backwardness of Irish industry, and the want of energy of the Irish
people in improving their condition, to a peculiar indolence and
insoucla_e in the Celtic race ? Of all vulgar modes oi escaping
from the consideration of the effect of social and moral influences

on the human mind, the most vulgar is that of attributing the diver-
aities of conduct and character to inherent natural diflerence_

What race would not be indolent and insouciant when things are m
arranged, that they derive no advantage from forethought or exer-
tion ? If such are the arrangements in the midst of which they live
and work, what wonder if the listlessness and indifference so

engendered are not shaken off the first moment an opportunity
offers when exertion would really be of use ? It is very natural that
a pleasure-loving and sensitively organized people like the Irish,
should be less addicted to steady routine labour than the English,
because Life hu more excitements for them independent of it ; but
they are not less fitted for it than their Celtic brethren the French,
nor less so than the Tuseaus, or the ancient Greeks. An excitable

organization is precisely that in which, by adequate inducements,
it is easiest to kindle a spirit of animated exertion. It speaks nothing
tgalnst the capacities of industry in human beings, that they will not
exert themselves without motive. No labourers work harder, in

England or America, than the Irish ; but not under a cottier system.

§ 4. The multitudes who till the soil of India, are in a condition
sut_ciently analogous to the cottier system, and at the same time

sui_ciently different from it, to render the comparison of the two
a source of some instruction. In most parts of India there are,
and perhaps have always been, only two contracting parties, the

landlord and the peasant : the landlord being generally the sovereign,
except where he has, by a special instrument, conceded his rights to
an individual, who becomes his representative. The payment_
however, of the peasants, or ryots as they are termed, have seldom

if ever been regulated, as in Ireland, by competitiom Though the
customs locally obtaining were infinitely various, and though practi-
cally no custom _uld be maintained against the 8overeign_s win,
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there was always a rule of some sort common to a neighbourhood ;
the collector did not make his separate bargain with the peasant,
but assessed each according to the rule adopted for the rest. The
idea was thus kept up of a right of property in the tenant, or, at all
events, of a right to permanent possession ; and the anomaly arose
of a fixity of tenure in the peasant-farmer, co-existing with an
arbitrary power of increasing the rent.

When the Mogul government substituted itself throughout the
greater part of India for the Hindoo rulers, it proceeded on a differen_

principle. A minute survey was made of the land, and upon that
survey an assessment was founded, fixing the specific payment due
to the government from each field. If this assessment had never
been exceeded, the ryots would have been in the comparatively
advantageous position of peasant-proprietors, subject to a heavy,
but a fixed quit-rent. The absence, however, of any real protection
against illegal extortions, rendered this improvement in their con-
dition rather nominal than real ; and, except during the occasional
accident of a humane and vigorous local administrator, the exactions
had no practical limit but the inability of the ryot to pay more.

It was to this state of things that the English rulers of India
lrucceeded ; and they were, at an early period, struck with the
importance of putting an end to this arbitrary character of the land-
revenue, and imposing a fixed limit to the government demand.
They did not attempt to go back to the Mogul valuation. It has been
in general the very rational practice of the English Government in
India to pay little regard to what was laid down as the theory of the
native institutions, but to inquire into the rights which existed and
were respected in practice, and to protect and enlarge those. For a
long time, however, it blundered grievously about matters of fact,
and grossly misunderstood the usages and fights which it found
existing. Itb mistakes arose from the inability of ordinary minds to
imagine a state of social relations fundamentally different from those
with which they are practically familiar. England being accus-
tomed to great estates and great landlords, the English rulers took
it for granted that India must possess the like ; and looking round for
some set of people who might be taken for the objects of their search,
they pitched upon a sort of tax-gatherers called zemindars. "The
_mlndar," says the philosophical historian of India,* " had some
of the attributes which belong to a landowner ; he collected the
l_nts of a particular district, he governed the cultivators of that

* MIU'i II_ of Br/_/_ lud/a, book vi. oh. 8.
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district, l_ved in comparative splendour, and his son succeeded him
when he died. The zemindars, therefore, it was inferred without

delay, were the proprietors of the soil, the landed nobility and

gentry of India. It was not considered that the zemindars, though
they collected the rents, did not keep them ; but paid them all away
with a small deduction to the government. It was not considered
that if they governed the ryots, and in many respects exercised
over them despotic power, they did not govern them as tenants of
theirs, holding their lands either at will or by contract under
them. The possession of the ryot was an hereditary possession;
from which it was unlawful for the zemindar to displace him;
for every farthing which the zemindar drew from the ryot, he was
bound to account ; and it was only by fraud, if, out of all that he
collected, he retained an ana more than the small proportion
which, as pay for collection, he was permitted to receive."

"There was an opportunity in India," continues the historian,
"to which the history of the world presents not a parallel. Next
after the sovereign, the immediate cultivators had, by far, the
greatest portion of interest in the soft. For the rights (such as
they were) of the zemindars, a complete compensation might have
easily been made. The generous resolution was adopted, of
sacrificing to the improvement of the country, the proprietary
rights of the sovereign. The motives to improvement which property
gives, and of which the power was so justly appreciated, might
have been bestowed upon those upon whom they would have
operated with a force incomparably greater than that with which
they could operate upon any other class of men : they might have
been bestowed upon those from whom alone, in every country, the
principal improvements in agriculture must be derived, the

immediate cultivators of the soft. And a measure worthy to be
ranked among the noblest that ever were taken for the improvement
of any country, might have helped to compensate the people of
India for the miseries of that misgovernment which they had so
long endured. But the legislators were English aristocrats: and
aristocratical prejudices prevailed."

The measure proved a total failure, as to the main effects whicb

its well-meaning promoters expected from it. Unaccustomed to
estimate the mode in which the operation of any given institution
is modified even by such variety of circumstances as exists within a

single kingdom, they flattered themselves that they had created,
throughout the Bengal provinces, English landlords, and it proved
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that they had only c_eated Irish ones. The new landed aristocracy
disappointed every expectation built upon them. They did nothing
for the improvement of their estates, hut everything for their own
ruin. The same pains not being taken, as had been taken in Ireland,
to enable landlords to defy the consequences of their improvidence,
nearly the whole land of Bengal had to be sequestrated and sold,
for debts or arrears of revenue, and in one generation most of the
ancient zemindars had ceased to exist. Other families, meetly the
descendants of Calcutta money dealers, or of native ot_icials who
had enriched themselves under the British government, now occupy
their place ; and live as useless drones on the soil which has been
given up to them. Whatever the government has sacrificed of its

pecuniary claims, for the creation of such a class, has at the best
been wasted. 1

In the parts of India into which the British rule has been more
•ecently introduced, the blunder has been avoided of endowing a
useless body of great landlords with gifts from the public revenue.
In most parts of the Madras and in part of the Bombay Presidency,
the rent is paid directly to the government by the immediate
cultivator. In the North-Western Provinces, the government
makes its engagement with the village community collectively,
determining the share to be paid by each individual, but holding
them jointly responsible for each other's default. But in the greater
part of India, the immediate cultivators have not obtained a per-
petuity of tenure at a fixed rent. The government manages the
land on the principle on which a good Irish landlord manages his
estate : not putting it up to competition, not asking the cultivators

I [In the original text there next came the following passages : " But in
this ill judged measure there was one redecming point, to which may probably
be ascribed all the progress which the Bengal provinces have since made in
production and in amount of revenue. The ryots were reduced, indeed, to
the rank of tenants of the zemindar ; but tenants with fixity of tenure. The
rents were left to the zemindars to fix at their discretion ; but once fixed, were
never more to be alterecL This is now the law and practice of landed tenure,
in the most flourishingpart of the British Indian dominions.

"In the parts of India into which the British rule has been more recently
introduced, the blunder has been avoided of endowing a useless body of great
landlords with gifts from the public revenue ; but along with the evil, the good
also has been left undone. The government has done less for the ryots than
it has required to be done for them by the landlords of its creation."

These were omitted (as incorrect--see note of 1871, infra, tx 328) in the 3rd
_L (1852). In that edition was added the reference to Madras and Bombay,
with the statement that "the rent on each classof landis fixed in perpetuity."
This incorrect statement was struck out of the 4th ed. (1857), and the reference
to the North-Western Pro_ adde&]



BOOKIL CHAPTER1_ | •

what they will promise to pay, but determining for itsdf what they
can afford to pay, and defining its demand accordingly. In many
districts a portion of the cultivators are considered as tenants of the
rest, the government making its demand from those only (often a
numerous body) who are looked upon as the successors of the
original settlers or conquerors of the village. Sometimes the rent
is fixed only for one year, sometimes for throo or five ; but the
uniform tendency of present policy is towards long leases, extending,
in the northern provinces of India, to a term of thirty years. This
arrangement has not existed for a sufficient time to have shown by
experience, how far the motives to improvement which the long
lease creates in the minds of the cultivators, fall short of the influence
of a perpetual settlement.* But the two plans, of annual settlements
and of short leases, are irrevocably condemned. They can only be
said to have succeeded, in comparison with the unlimited oppression
which existed before. They are approved by nobody, and were
never looked upon in any other light than as temporary arrange-
ments, to be abandoned when a more complete knowledge of the
capabilities of the country should afford data for something more
permanent, l

* [1871] Since this was written,the resolutionhas beenadoptedby ths
Indiangovernmentoi convertingthe longleaaeeof the nortimmI_rovin_eeinto
perpetualtenuresat fixedrenta

I [SeeAppendixM. Indian Tt-4*a_.]



CHAPTER X

_al_s or AtfOLISmNG COTTIEa TENANCY

1. WHEN the first edition of this work was wrltten and
published, 1 the question, what is to be done with a eottier popula-
tion, was to the English Government the most urgent of practical

questions. The majority of a population of eight millions, having
long grovelled in helpless inertness and abject poverty under the
cottier system, reduced by its operation to mere food of the cheapest
description, and to an incapacity of either doing or willing anything
for the improvement of their lot, had at last, by the failure of that
lowest quahty of food, been plunged into a state in which the
alternative seemed to be either death, or to be permanently SUl_
ported by other people, or a radical change in the economical
arrangements under which it had hitherto been their m/sfortune to
live. Such an emergency had compelled attention to the subject
from the legislature and from the nation, but it could hardly be
said with much result ; for, the evil having originated in a system
of land tenancy which withdrew from the people every motive to
industry or thrift except the fear of starvation, the remedy provided
by Parliament was to take away even that, by conferring on them a
legal claim to eleemosynary support: while, towards correcting
the cause of the mischief, nothing was done, beyond vain complaints,
though at the price to the national treasury of ten millions sterling
for the delay.

" It is needless," (I observed) "to expend any argument m

proving that the very foundation of the economical ,_vils of Ireland
is the cottier system ; that while peasant rents fixed by competition
are the practice of the country, to expect industry, useful activity,
any restraint on population but death, or any the smallest diminution
of poverty, is to look for figs on thistles and grapes on thorns. If

! [These words wereadded in the 3rded. (1852),end the following aentence_
from the present to the past tense.]
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our practical statesmen are not ripe for the recognition of this fact ;
or if while they acknowledge it in theory, they have not a sufficient
feeling of its reality, to be capable of founding upon it any course
of conduct ; there is still another, and a purely physical consideration,
from which they will find it impossible to escape. If the one crop
on which the people have hitherto supported themselves continues
to be precarious, either some new and great impulse must be given
to agricultural skill and industry, or the soil of Ireland can no
longer feed anything like its present population. The whole
produce of the western half of the island, leaving nothing for rent,
will not now keep permanently in existence the whole of its people :
and they will necessarily remain an annual charge on the taxation
of the empire, until they are reduced either by emigration or by
starvation to a number corresponding with the low state of their
industry, or unless the means are found of making that industry
much more productive."

l Since these words were written, events unforeseen by any one
have saved the English rulers of Ireland from the embarrassments
which would have been the just penalty of their indifference and
want of foresight. Ireland, under cottier agriculture, could no
longer supply food to its population : Parliament, by way of remedy,
Applied a stimulus to population, but none at all to production ; the
help, however, which had not been provided for the people of
Ireland by political wisdom, came from an unexpected source.
Self-supporting emigrationdthe Wakefield system, brought into
effect on the voluntary principle and on a gigantic scale (the
expenses of those who followed being paid from the earnings of
those who went before) has, for the present, reduced the population
down to the number for which the existing agricultural system can
find employment and support. The census of 1851, compared with
that of 1841, showed in round numbers a diminution of population
of a million and a half. The subsequent census (of 1861) shows a
further diminution of about half a million. The Irish having thus
found the way to that flourishing continent which for generations
will be capable of supporting in undiminished comfort the increase
of the population of the whole world; the peasantry of Ireland
having learnt to fix their eyes on a terrestrial paradise beyond the
ocean, as a sure refuge both from the oppression of the Saxon and
from the tyranny of nature ; there can be little doubt that however

i [This and the next two p_rsgrsphs d_te from the Srded. (185Z),gradtske
place of the whole of the orlRinal§ 2.]
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much the employment for agricultural labour may hereafter be
diminished by the general introduction throughout Ireland of
English farming--or even if, like the county of Sutherland, all
Ireland should be turned into a grazing farm--the superseded
people would migrate to America with the same rapi,dity, and as
free of cost to the nation, as the million of Irish who went thither

during the three years previous to 1851. Those who think that the
land of a country exists for the sake of a few thousand landowners,
and that as long as rents are paid, society and government have
fulfilled their function, may see in this consummation a happy end
to Irish difficulties.

But this is not a time, nor is the human mind now in a condition,
in which such insolent pretensions can be maintained. The land
of Ireland, the land of every country, belongs to the people of that
country. The individuals called landowners have no right, in
morality and justice, to anything but the rent, or compensation for
its saleable value. With regard to the land itself, the paramount
consideration is, by what mode of appropriation and of cultivation
it can be made most useful to the collective body of its inhabitants.
To the owners of the rent it may be very convenient that the bulk
of the inhabitants, despairing of justice in the country where they
and their ancestors have lived and suffered, should seek on anothe1

continent that property in land which is denied to them at home.
But the legislature of the empire ought to regard with other eyes the
forced expatriation of millions of people. When the inhabitants of
a country quit the country en masse because its Government will
not make it a place fit for them to live in, the Government is judged
and condemned. There is no necessity for depriving the landlords
of one farthing of the pecuniary value of their legal rights; but
justice requires that the actual cultivators should be enabled to
become in Ireland what they will become in America--proprietors
of the soil which they cultivate.

Good policy requires it no lesa Those who, knowing neither
Ireland nor any foreign country, take as their sole standard of
Iocial and economical excellence English practice, propose as the
Idngle remedy for Irish wretchedness, the transformation of the
¢ottiers into hired labourers. But this is rather a scheme for the

improvement of Irish agriculture, than of the condition of the Irish
people. The status of a day-labourer has no charm for infusing
forethought, frugality, or self-restraint, into a people devoid of
them. If the Irish peasantry could be universally changed into
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receiversofwages,the old habitsand mental characteristicsofthe

peopleremaining,we should merely see four or fivemillionsof
peoplelivingasday-labourersinthesame wretchedmanner inwhich

ascottiersthey livedbefore; equallypassiveintheabsenceofevery

comfort,eqnally recklessin multipUcation,and even, perhaps,

equallylistlessat theirwork; sincethey could not be dismissed

ina body,and iftheycould,dismissalwould now besimplyremand-

ingthem tothepoor-rate.Far otherwould be the effectofmaking
them peasantproprietor_ A peoplewho inindustryand providence

have everythingto learn--who are confessedlyamong the moat

backward ofEuropean populationsintheindustrialvirtues--require

for theirregenerationthe most powerful incitementsby which

thosevirtuescan be stimulated: and thereisno stimulusas yet
comparable topropertyinland. A permanent interestin the soil

to thosewho tillit,isalmosta guaranteefor the most unwearied

laboriousness: againstover-pepulation,though not infallible,itis

the best preservativeyet known, and where itfailed,any other

plan would probablyfailmuch more egregiously; the evilwould be
beyond the reachofmerelyeconomicremedies.

The caseofIrelandissimilarinitsrequirementstothatofIndia.
InIndia,thoughgreaterrorshave from timetotimebeencommitted,

no one everproposed,under the name ofagriculturalimprovement,

to ejectthe ryotsor peasantfarmersfrom theirpossession;the

improvement thathas been lookedfor,has been throughmaking

theirtenuremore securetothem, and thesoledifferenceofopinion
isbetweenthosewho contendforperpetuity,and thosewho think

thatlongleaseswillsuffice.The same questionexistsastoIreland:

and itwould be idletodeny thatlongleases,under such landlords
as are sometimesto be found,do ei%ctwonders,even in Ireland.

But then they must be leasesata low rent. Long leasesareinno

way to be reliedon for gettingrid of cottierism.During the

existenceofcottiertenancy,leaseshave alwaysbeen long; twenty-
one yearsand threelivesconcurrent,was a usualterm. But the

rentbeingfixedby competition,at a higheramount than couldbe

paid,so that the tenantneitherhad, nor couldby any exertion
acquire,a beneficialinterestintheland,theadvantageofa leasewaa

nearly nominal. In India,the government, where it has not

imprudently made over its proprietary fights to the zeraindam,l
is able to prevent this evil, because, being itself the landlord, it can
fixtherentaccordingtoitsown judgment ; but under individual

i[Th_ela_mewu imerted b the3rded.(185S).]
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landlords,whilerentsarefixedby competition,and thecompetitom
are a peasantrystrugglingfor subsistence,nominal rentsare in-

evitable,unlessthe populationisso thin,that the competition

itselfisonly nominal. The majority of landlordswillgrasp at

immediate money and immediate power; and so long as they

find cottiem eager to offer them everything, it is useless to rely
on th.em for tempering the vicious practice by a considerate
self-deuiaL

A perpetuity is a I_onger stimulus to improvement than a
long lease: not only because the longest lease, before coming to
an end, passes through all the varieties of short leases clown to no
lease at all ; but for more fundamental reasons. It is very shallow,
even in pure economies, to take no account of the influence of
imagination : there is a virtue in " for ever" beyond the longest
term of years ; even if the term is long enough to include children,
and all whom a person individually cares for, yet until he has
reached that high degree of mental cultivation at which the public
good (which also includes perpetuity) acquires a paramount ascen-
dancy over his feelings and desires, he will not exert himself with
the same ardour to increase the value of an estate, his interest in

which diminishes in value every year. Besides, while perpetual
tenure is the general rule of landed property, as it is in all the countries
of Europe, a tenure for a limited period, however long, is sure to be
regarded as a something of inferior consideration and dignity, and
inspires less of ardour to obtain it, and of attachment to it when
obtained. But where a country is under cottier tenure, the question
of perpetuity is quite secondary to the more important point, a
]imitation of the rent. Rent paid by a capitalist who farms for
profit, and not for bread, may safely be abandoned to competition ;
rent paid by labourers cannot, unless the labourers were in a state of
c_vilization and improvement which labourers have nowhere yet
reached, and cannot easily reach under such a tenure_ Peasant
rents ought never to be arbitrary, never at the discretion of the
landlord : either by custom or law, it is imperatively necessary that
they should be fixed ; and where no mutually advantageous custom,
such as the metayer system of Tuscany, has established itself,
reason and experience recommend that they should be fixed by
authority : thus changing the rent into a quit-rent, and the farmer
into a peasant proprietor.

For carrying this change into effect on a suf_ciently large scale
to accomplish the complete abolition of cotticr tenancy, the mode
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which most obviously suggests it_f is the direct one of doing
the thing outright by Act of Parliament; making the whole land
of Ireland the property of the tenants, subject to the rents now really
paid (not the nominal rent), as a fixed rent charge. This, under the
name of "fixity of tenure," was one of the demands of the Repeal
Association during the most successful period of their agitation ;
and was better expressed by Mr. Conner, its earliest, most enthusi-
astic, and most indefatigable apostle,* by the words, "a valuation
and a perpetuity." In such a measure there would not have been

any injustice, provided the landlords were compensated for the
present value of the chances of increase which they were prospectively
required to forego. The rupture of existing social relations would
hardly have been more violent than that effected by the ministers
Stein and Hardenberg when, by a series of edicts, in the early part
of the present century, they revolutionized the state of landed

property in the Prussian monarchy, and left their names to poste_ty
among the greatest benefactors of their country. To enlightened
foreigners writing on Ireland, Von Raumer and Onstave de

Beaumont, a remedy of this sort seemed so exactly and obviously
what the disease required, that they had some difficulty in
comprehending how it was that the thing was not yet done.

This, however, would have been, in the first place, a complete
expropriation of the higher classes of Ireland : which, if there is any
truth in the principles we have laid down, would be perfectly
warrantable, but only if it were the sole means of effecting a great
public good. In the second place, that there should be none but

peasant proprietors, is in itself far from desirable. Large farms,
cultivated by large capital, and owned by persons of the best educa-
tion which the country can give, persons qualified by instruction
to appreciate scientific discoveries, and able to bear the delay and
risk of costly experiments, are an important part of a good
agricultural system. Many such landlords there are even in Ireland ;
and it would be a public misfortune to drive them from their poets.
A large proportion also of the present holdin_ are probably still
too small to try the proprietary system under the greatest advantages;
nor are the tenants always the persons one would desire to select
as the first occupants of peasant-properties. There are numbers

of them on whom it would have a more beneficial effect to give

* Author of numerous pamphlets, entitled True Polilieal Eeonoray.o]
Ireland, Letter to the Earl of Devon, Two Letter, on the Rackren_ Oppre_um
o[ lreland, and others. Mr. Conner has been an agitator on the Jubjmt
lane, 1832.
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them the hope of acquiring a landed property by industry and

frugality, than the property itself in immediate possession. 1

There are, however, much milder measures, not open to similar

obiections, and which, if pushed to the utmost extent of which

they are susceptible, would realize in no inconsiderable degree

the object sought. One of them would be, to enact that whoever

reclaims waste land becomes the owner of it, at a fixed quit-rent
equal to a moderate intereat on its mere value as waste. It would

of course be a necessary part of this measure, to make compulsory
on landlords the surrender of waste lands (not of an ornamental

character) whenever required for reclamation. Another expedient,

and one in which individuals could co-operate, would be to buy

as much as possible of the land offered/or sale,and sellit again

in small portions as peasant-properties. A Society for thispurpose

[Here was dropt out, from the 3rd ed. (1852) the following eeotion ot
the original text:

"§ 5. Some persons who desire to avoid the term fixity of tenure, but who
nsnnot be satisfied without some measure co-extensive with the whole country,
have proposed the universal adoption of ' tenant-right.' Under this equivocal
phrase, two things are confounded. What it commonly stands for in Irish
discussion, is the Ulster practice, which is in fact, fixity of tenure. It supposes "
a ctmtomary, though not a legal, hmitation of the rent ; without which the
tenant evidently could not acquire a beneficial and saleable interest_ Its
existence is highly salutary, and is one principal cause of the superiority of
Ulster in etficienoy of cultivation, and in the comfort of the people, notwith.
standing a minuter sub-division of holdings than in the other provinces. But
to convert this customary limitation of rent into a legal one, and to make it
universal, would be to establish a fixity of tenure by law, the objections to which
have already been stated.

"The same appellation(tenantright)has oflateyearsbeen applied,more
partionlarlyinEngland,toacmethingaltogetherdifferent,and fallingas much
shortof theexigency,as the enforcementof theUlstercustom would exceed
it. This Englishtenantright,withwhich a highagriculturalauthorityhas
connectedhis name by endeavouringto obtainfor it legislativesanction,
amounts to no more thanthis,thaton the expirationofa lease,the landlord
should make compensationto the tenant for'uuexhanstedimprovements.'
This iscertainlyvery desirable,but providesonlyforthe caseof capitalist
farmers,and ofimprovements made by outlayof money ; of the worth and
costofwhich,an experiencedlandagentor a juryoffarmerscouldaccurately
Judge. The improvements to be _oked forfrom _t onltivators_ the
resultnot of money but of theirlabour,appliedat suchvarioustimesand in
such minute portionsas to be incapableel judicialappreciatio_ For such
labour,compensationcouldnot he givenon any principlebut thato_paying
to thetenantthewholedi_erencebetweenthe valueofthe propertywhen he
receivedit,and when he g_ve itup: which would as effectuallyannihilate
therightofpropertyofthelandlordasiltherenthad beenfixedinperpetuity,
wh_'leitwould notofferthesame inducementsto thecultivator,who improvee
from affectionand passionasmuch as from calculation,and to whom hisown
landisa widelydifferentthingfrom the most libentlpossiblepecuniarycom.
ptmsation for it."]



_,6 BOOXIL Clt_ _ J 1

was at one time projected (though the attempt to establi_ it

proved unsuccessful) on the principles, so far as applicable, of

the Freehold Land Societies, which have been so succeedully
established in England, not primarily for agricultural, but for
electoral purposes, l

This is a mode in which private capital may be employed in
renovating the social and agricultural economy cf Ireland, not

only without sacrifice but with considerable profit to its ownem.

The remarkable success of the Waste Land Improvement Society,

which proceeded on a plan far less advantageous to the tenant,

is an instance of what an Irish peasantry can be stimulated to do,

I [Little more than this remained in the 3rd ed. (1852)--modified to its
present shape in the 5th (1862)--of the argument in favour of meammm of
reclamation of waste land which occupied five pages in the original edition.
It opened thus : "There is no need to extend them to all the population, or all
the land. It is enough if there be land available, on which to locate so great
a portion of the population, that the remaining area of the country shall not
be required to maintain greater numbers than are compatible with large
farming and hired labour. For this purpose there is an obvious r_ource in
the waste lands ; which are happily so extensive, and a large prolmrtion of
them so improvable, as to afford a means by which, without mLIdn_ the present
tenants proprietors, nearly the whole surpl_ population might be converted
into peasant proprietors elsewhere."

After this argument came the following sueonnt of the English experiments
associated with the name of Fearg_ O'Connor : "There are yet other means,
by which not a little could be done in the dissemination of peasant proprietors
over .even the existing area of cultivation. There is at the present time an
experiment m progress, m more than one part of England, for the ere_tion of
peasant proprietora The project is of Chartist origi'n, and its first colony is
now in full operation near Riekmansworth, in Hertfordshire. The plan is as
follows :--Funds were raised by subscription, and vested in a joint-stock
company. With part of these funds an estate of several hundred acres wM
bought. This estate was divided into portions of two, three, and four acres, on
each of which a house was erected by the Association. These holdings were
let to select labourers, to whom also such sums were advanced a_ were thought
to amount to a sufficient capital for cultivation by spade labour. An annual
payment, affording to the Company an interest of five per _ent. on their outlay,

as laid on the sever_! holdings as a fixed quit-rent, never in any cireum.
nces to oc rameca lne tenants are thus proprietors from the first, and their

redemption of the quit-rent, by saving from the produce of their labour, is
desired and calculated upon.
--" The o.r_ginator of this experiment appea._ to have successfully repelled
Dezore a _nounal ny no means prepossessed m his favour, a Committee of the

House of Commons) the imputations which were lavished upon his project,
and upon hm mode of executing it. Should its issue ultimately be unfavourable.
the cause of failure will be in the details of management, not in the principle.
These well-conceived arrangements afford a mode in which private caldt_i may
co-operate in re_ovating &a" In the first edition it was said that "at present
there seems no rea_n to believe" the issue would be unfavorable ; and in
the second the ref .ere.nee wa_..insorted to the parl_mentary enquiry, l_r the
subsequent history ox u_e N&tional _ Company, see L Jebh, 8maa Holdings,
(1907),p. 121.]
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by a sut_ent assurance that what they do will be for their own

advantage. It is not even indispensable to adopt perpetuity as the

rule ; long leases at moderate rents, like those of the Waste Land

Society, would sumce, if a prospect were held out to the farmers of

being allowed to purchase their farms with the capital which they

might acquire, as the Society's tenants were so rapidly acquiring
ander the influence of its beneficent systenL* When the lands
were sold, the funds of the association would be liberated, and it

might recommence operations in some other quarter.

§ 2.1 Thus far I had written in 1856. Since that time the

great crisis of Irish industry has made further pro_ess, end it is
necessary to consider how its present state a_ects the opinions,

on prospects or on practical measures, expressed in the previous

part of this chapter.

* [1857] Though this society, during the years succeeding the famine, was
forced to wind up its affairs, the memory of what it accomplished ought to be
preserved. The following is an extract in the Pror.eedi_8 of Lord Devon's
Commission (page 84) from the report made to the society in 1845, by their
intelligent manager, Colonel Robinson :-

"Two hundred and forty-five tenants, many of whom were a few yea_ dnce
in a state bordering on pauperism, the occupiers of small hold!-o_ of from ten
to twenty plantation acres each, have, by their own free labour, with the
society's aid, improved their farms to the value of 4396L ; 606/_ having been
added during the last year, being at the rate of 17L 18& per tenant for the whole
term, and 2L 9#. for the past year ; the benefit of which improvements each
tenant will enjoy during the unexpired term of a thirty-one years' lease.

" These 245 tenants and their families have, by spade industry, reclaimed
and brought into cultivation 1032 plantation acres of land, previously unpro-
duotive mountain waste, upon which they grew, last year, crops valued by
competent practical persons at 3896/., being in the proportion of 15/. 188. each
tenant ; and their llve stock, consisting of o&ttle, horses, sheep, and pigs, now
letuaily upon the estates, is valued, according to the present prices of the
neighbouring markets, at 4162/., of which 1304L has been added since February
1844, being at the rate of 16/. 19s. for the whole period, and 5/. 6& for the last
year ; during which time their stock has thus increased in value a sum equal to
their present annual rent ; and by the statistical tables and returns referred to
in previous reports, it is proved that the tenants, in general, improve their
little farms, and increase their cultivation and crops, in nearly direct proportion
to the number of avsilabie working persons of both sexes of which their
inmiUes consists"

There cannot be a stronger testimony to the superior amount of gross, and
even of net produce, raised by small farmln_ under any tolerable system of
landed tenure ; and it is worthy of attention that the industry and zeal were
greatest among the smaller holders ; Colonel Robinson noticing, as exceptions
to the remarkable and rapid progress of improvement, some tenants who were
"' occupants of larger farms than twenty acres, a class too often deficient in the
enduring industry indiapensable for the suceesshfl prosecution of mountain
improvementa"

[A brief section, beginning thus, w _-- added in the 5th e& (1862). Thim
was omitted, and the present § 2 added in the 6th ed. (1865).]
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The principal change in the situation consists in the great djml-u-

rich, holr]_ng out a hope of the entire extinction, of cottier tenur_

The enormous decrease in the number of small holdings, and increase

in those of a medium size, attested by the statistical returns, suf-

ficiently proves the general fact, and all testimonies show that the

tendency still continues.* It is probable that the repeal of the

corn laws, necessitating a change in the exports of Ireland from the

products of tillage to those of pasturage, would of itself have sufficed

to bring about this revolution in tenure. A grazing farm can only be

* There is, however, a partial counter-current, of which I have not seen any
public notice. "A class of men, not very numerous, but sufficiently so to do
much mischief, have, through the Landed Estates Court, got into possession of
land in Ireland, who, of all classes, are least likely to recognise the duties of a
landlord's pesitiom These are small traders in towns, who by dint of sheer
parsimony, frequently combined with money.lending at usurious rates, have
succeeded, in the course of a long life, in scraping together as much money as
will enable them to buy fifty or a hundred acres of land. These people never
think of turning farmers, but, proud of their position as landlords, proceed to
turn it to the utmost account. An instance of this kind come under my notice
lately. The tenants on the property were, at the time of the purchase, some
twelve years ago, in a tolerably comfortable state. Within that period their
rent has been raised three several times ; and it is now, as I am informed by
the priest of the district, nearly double its amount at the commencement of the
present proprietor's reign. The result is that the people, who were formerly in
tolerable comfort, are now reduced to poverty: two of them have left the
propertyand squatted near an adjacent tud bog, where they exist trusting for
support to occasional jobs. If this man is not shot, he will injure himself
through the deterioration of his property, but meantime he has been getting
eight or ten per cent on his purchase.money. This is by no means a rare ease.
The scandal which such occurrences cause, casts its reflection on tranasctious
of a wholly different and pedsctly legitimate kind, where the removal of the
tenants is simply an act of mercy for all parties.

"The anxiety of landlords to get rid of cottiers is also to some extent neu-
tralized by the anxiety of middlemen to get them. About one-fourth of the
whole land of Ireland is held under long leases ; the rent received, when the
lease is of long standing, being generally greatly under the real value of the
land. It rarely happens that the land thus held is cultivated by the owner of
the lease : instead of this, he sublets it at a rackrent to small men, and lives
on the excess of the rent which he receives over that which he pays. Some of
these leases are always running out ; and as they draw towards their close, the
middleman has no other interest in the land than, at any cost of permanent
deterioration, to get the utmost out of it during the unexpired period of the
term. For this purpose the small cottier tenants precisely answer his turn.
Middlemen in this position are as anxious to obtain cottiers as tenants, as the
landlords are to be rid of them ; and the result is a transfer of this sort of tenant
from one class of estates to the other. The movement is of limited dimensions,
but it does exist, and so far as it exists, neutralizes the general tendency.
Perhaps it may be thought that this system will reproduceitself ; that the
same motives which led to the existence of middlemen will perpetuate the
class ; but there is no danger of thia Landowners are now per|ectiy alive to
the ruinous consequenoss of this system, however convenient for a time ; and a
clause against sub-letting is now becoming a matter of course in every lease."--
(PrivateOommunlc_t.lon from Profe.s_r Cairm_
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managed by a capitalist farmer, or by the landlord. But s change
involving so great a displacement of the population has been
immensely facilitated and made more rapid by the vast emigration,
as well as by that greatest boon ever conferred on Ireland by any
Government, the Encumbered Estates Act; the best provisionn
of which have since, through the Landed Estates Court, been

permanently incorporated into the social system of the country.
The greatest part of the soil of Ireland, there is reason to believe,
k now farmed either by the landlords, or by small capitalist farmers.
That these farmers are improving in circumstances, and accumu-
lating capital, there is considerable evidence, in particular the great
increase of deposits in the banks of which they are the principal
customers. So far as that class is concerned, the chief thing still
wanted is security of tenure, or assurance of compensation for
improvements. The means of supplying these wants are now
engaging the attention of the most competent minds; Judge
Longfield's address, in the autumn of 1864, and the sensation
created by it, are an era in the subject, and a point has now been
reached when we may confidently expect that within a very few
years something effectual will be done.

But what, meanwhile, is the condition of the displaced cottiers,
so far as they have not emigrated; and of the whole class who
subsist by agricultural labour, without the occupation of any land ?
As yet, their state is one of great poverty, with but slight prospect of
improvement. Money wages, indeed, have risen much above the
wretched level of a generation ago: but the cost of subsistence
has also risen so much above the old potato standard, that the
real improvement is not equal to the nominal ; and according to the
best information to which I have access, there is little appearance
of an improved standard of living among the class. The population,
in fact, reduced though it be, is still far beyond what the country
can support as a mere grazing district of England. It may not,
perhaps, be strictly true that,if the present number of inhabitants are
to be maintained at home, it can only be either on the old vicious
system of cottierism, or as small proprietors growing their own
food. The lands which will remain under tillage would, no doubt,
if sut_cient security for outlay were given, admit of a more extensive
employment of labourers by the small capitalist farmers ; and this,
in the opinion of some competent judges, might enable the country
to support the present number of its population in actual existence.
But no one will pretend that this resource is sufllcient to mainta_
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them in any condition in which it is fit that the great body of the
peasantry of a country should exist. Accordingly the emigration,
which for a time had fallen off, has, under the additional st_nulus

of bad seasons, revived in all its strength. It is calculated that
within the year 1864 not leas than 100,000emigrants left the Irish
shores. As far as regards the emigrants themselves and their
posterity, or the general interests of the human race, it would be

folly to regret this result. The children of the immigrant Irish
receive the education of Americans, and enter, more rapidly and
completely than would have been possible in the country of their
descent, into the benefits of a higher state of civilization. In twenty
or thirty years they are not mentally distinguishable from other
Americans. The loss, and the disgrace, are England's : and it is
the English people and government whom it chiefly concerns to
ask themselves, how far it will be to their honour and advantage
to retain the mere soil of Ireland, but to lose its inhabitants. With

the present feelings of the Irish people, and the direction which their

hope of improving their condition seems to be permanently taking,
England, it is probable, has only the choice between the depopula-

tion of Ireland, and the conversion of a part of the ]abouriug
population into peasant proprietors. The truly insular ignorance
of her public men respecting a form of agricultural economy which
predominates in nearly every other civilized country, makes it only
too probable that she will choose the worse side of the alternative.

Yet there are germs of a tendency to the formation of peasant
proprietors on Irish soil, which require only the aid of a friendly
legislator to foster them; as is shown in the following extract
from a private communication by my eminent and valued friend,
Professor Cairnes :--

" On the sale, some eight or ten years ago, of the Thomond,
Portarlington, and Kingston estates, in the Encumbered Estates

Court, it was observed that a considerable number of occupying
tenants purchased the fee of their farms. I have not been able

to obtain any information as to what followed that proceeding--
whether the purchasers continued to farm their small properties,
or under the mania of landlordism tried to escape from their former
mode of life. But there are other facts which have a bearing on this
question. In those parts of the country where tenant-right prevails,
the prices given for the goodwill of a farm are enormous. The

following figures, taken from the schedule of an estate in the neigh-
bourhood of Newry, now passing through the Landed Estates Court_
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will give an idea, but a very inadequate one, of the prices which this
mere customary right generally fetches.

" Statement showing the prices at which the tenant-right of
farms near Newry was sold :--

_money
Acres. Rent, of temmt,-right.

Lot 1 23 .... £74 ..... £ 33
2 24 .... 77 .... 240
3 13 .... 39 .... 110
4 14 .... 34 ..... 85
5 10 ..... 33 ..... 172
6 5 .... 13 ..... 75
7 $ .... 26 .... 130
$ 11 .... 33 130
9 2 -- - _ ..... 5

w The prices here represent on the whole about three years'
purchase of the rental : but this, as I have said, gives but an in-
adequate idea of that which is frequently, indeed of that which
is ordinarily, paid. The right, being purely customary, will vary
in value with the confidence generally reposed in the good faith
of the landlord. In the present instance, circumstances have
come to light in the course of the proceedings connected with
the sale of the estate, which give reason to believe that the confidence

in tMs case was not high; consequently, the rates above given
may be taken as considerably under those which ordinarily prevail.
Cases, as I am informed on the highest authority, have in other
parts of the country come to light, also in the Landed Estates
Court, in which the price given for the tenant-right was equal to
that of the whole fee of the land. It is a remarkable fact that

people should be found to give, say twenty or twenty-five years'
purchase, for land which is still subject to a good round rent. Why,
it will be asked, do they not purchase land out and out for the
same, or a slightly larger, sum ? The answer to this question I
believe is to be found in the state of our land laws. The cost

of transferring land in small portions is, relatively to the purchase
money, very considerable, even in the Landed Estates Court;
while the goodw'dl of a farm may be transferred without any cost
at all. The cheapest conveyance that could be drawn in that
Court, where the utmost economy, consistent with the present
mode of remunerating legal services, is strictly enforced, would,
irrespective of stamp duties, cost lOL--a very sensible addition to
the purchase of a small peasant estate : a conveyance to transfez
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a thousand acres might not cost more, and would probably not
cost much more. But, in truth, the mere cost of conveyance
represents but the least part of the obstacles which exist to
obtaining land in small portions. A far more serious impediment
is the complicated state of the ownership of land, which renders

it frequently impracticable to subdivide a property into such
portions as would bring the land within the reach of small bidders.
The remedy for this state of things, however, lies in measures of a
more radical sort than I fear it is at all probable that any House of
Commons we are soon likely to see would even with patience con-
sider. A registry of titles may succeed in reducing this complex
condition of ownership to its sbnplest expression ; but where real

complication exists, the difficulty is not to be got rid of by mere
simplicity of form ; and a registry of title_--while the powers of dis-
position at present enjoyed by landowners remain undiminished,
while every settler and testator has an almost unbounded licence
to multiply interests in land, as pride, the passion for dictation,
or mere whim may suggest---wiU, in my opinion, fail to reach the

root of the evil. The effect of these circumstances is to place an
immense premium upon large dealings in land--indeed in most
cases practically to preclude all other than large dealings; and
while this is the state of the law, the experiment el peasant pro-
prietorship, it is plain, cannot be fairly tried. The fact_, however,
which I have stated, show, I think, cone]nsively, that there is
no obstacle in the disposition of the people to the introduction of
this system."

I have concluded a discussion, which has occupied a space
almost disproportioned to the dimensions of this work; and I

here close the examination of those simpler forms of social economy
in which the produce of the land either belongs undividedly to one
class, or is shared only between two classes. We now proceed
to the hypothesis of a threefold division of the produce, among
labourers, landlords, and capitalists; and in order to connect
the coming discussions as closely as possible with those which have

now for some time occupied us, I shall commence with the subje_
of Wages. l

I [See Appendix N. Iridt Afraria_*Develolmteft$.]



CHAPTER XI

oF WAGFA_

§ l. UNDER the head of Wages are to be considered, fl_t,
the causes which determine or influence the wages of labour gene-
rally, and secondly, the differences that exist between the wages
of different employments. It is convenient to keep these two
classes of considerations separate; and in discussing the law ot
wages, to proceed in the first instance as if there were no other
kind of labour than common unskilled labour of the average degree
of hardness and disagreeableness.

Wages, like other things, may be regulated either by competition
or by custom. In this country there are few kinds of labour of
which the remuneration would not be lower than it is, if the employer
took the full advantage of competition. Competition, however,
must be regarded, in the present state of society, as the principal
regulator of wages, and custom or individual character only as
a modifying circumstance, and that in a comparatively slight
degree. 1

Wages, then, depend mainly upon the demand and supply of
labour; or, as it is often expressed, on the proportion between
population and capital. By population is here meant the number
only of the labouring class, or rather of those who work for hire ;
and by capital only circulating capital, and not even the whole of
that, but the part which is expended in the direct purchase of
labour. To this, however, must be added all funds which, without

i [The present text of this paragraph dates from the 3rd ed. (18_). The
original text ran, after the word "custom ": " but the last is not a common
vase. A custom on the subject, even if established, could not easily maintain
it_selfunaltered in any other than a stationary state of society. Anincrease ors
falling off in the demand for labour, an increase or diminution of the labouring
population, could hardly fail to engender acompetition whichwould break down
any custom respectingwages, by giving either to one side orto the otherastrong
direct interest in infringing it. We may at all events speak of the wages oi
labour as determined, in-ordinary ¢i_umJ_m_oe_ by competition.']
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forming a part of capita], are paid in exchange for labour, such as the
wages of soldiers, domestic servants, and all other unproductive
labourers. There is unfortunately no mode of expressing by one
fatal]far term, the aggregate of what has been called the wages-fund
of a country : and as the wages of productive labour form nearly
the whole of that fund, it is usual to overlook the smaller and less

important part, and to say, that wages depend on population
and capital It will be convenient to employ this expression,
remembering, however, to consider it as elliptical, and not as a
literal statement of the entire truth.

With these limitations of the terms, wages not only depend
upon the relative amount of capital and population, but cannot,
under the rule of competition,] be affected by anything else. Wages
(meaning, of coucse, the general rate) cannot rise, but by an increase
of the aggregate funds employed in hiring labourers, or a diminution
in the number of the competitors for hire; nor fall, except either
by a diminution of the funds devoted to paying labour, or by an
increase in the number of labourers to be paid. _

§ 2. There are, however, some facts in apparent contradiction
to this doctrine, which it is incumbent on us to consider and explain.

For instance, it is a common saying that wages are high when
trade is good. The demand for labour in any particular employ-
ment is more pressing, and higher wages are paid, when there is
a brisk demand for the commodity produced; and the contrary
when there is what is called a stagnation : then workpeople are
dismissed, and those who are retained must submit to a reduction o|

wages : though in these cases there is neither more nor less capital
than before. This is true ; and is one of those complications in the
concrete phenomena, which obscure and disguise the operation of
general causes : but it is not really inconsistent with the principles
laid down. Capital which the owner does not employ in purchadug
labour, but keeps idle in his hands, is the same thing to the labourers,
for the time being, as if it did not exist. All capital is, from the
variations of trade, occasionally in this state. A manufacturer,
finding a slack demand for his commodity, forbears to employ
labourers in increasing a stock which he finds it difficult to dispose
of ; or if he goes on until all his capital is locked up in unsold goods,
then at least he must of necessity pause until he can get paid for

i [The qualification inserted in 3rd ed. (1852).]
s [SeeAppendixO. The WaCesI_7_d_i_.]
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some of them. But no one expecti either of these states to be
permanent ; if he did, he would at the first opportunity remove his
capital to mome other occupation, in which it would still continue
to employ labour. The capital remains unemployed for a time,
during which the labour market is overstocked, and wages fall.
Afterwards the demand revives, and perhaps becomes unusually
brisk, enabling the man_sctu]rer to sen his commodity even faster
than he can produce it: his whole capitalisthen brought into
complete efficiency, and if he is able, he borrows capital in addition,
which would otherwise have gone into some other employment.
At such times wages, in his particular occupation, rise. If we
suppose, what in striot_ is not absolutely impossible, that one
of these fits of briskneu 6r of stagnation should affect all occupationJ
at the same time, wages altogether might undergo a rise or a fall
These, however, are but temporary fluctuations: the capital now
lying idle will next year be in active employment, that which is this
year unable to keep up with the demand will in its turn be locked
up in crowded warehouses ; and wages in these several departments
will ebb and flow accordingly: but nothing can permanently alter
general wages, except an increase or a diminution of capital itself
(alw_y_s meaning by the term, the funds of all sorts devoted to the

payment of labour) compared with the quantity of labour offering
it_Af to be hirech

Again, it is another common notion that high prices make high
wages ; because the producers and dealers, being better off, can
afford to pay more to their labourers, I have already said that a
brisk demand, which causes temporary high prices, causes also
temporary high wages. But high prices, in themselves, can only
raise wages if the dealers, receiving more, are induced to save more,
and make an addition to their capital, or at least to their purchases
of labour. This is indeed likely enough to be the case ; and if the
high prices came ail_t from heaven, or even from abroad, the
labouring class might be benefited, not by the high prices then_
oelves, but by the increase of capital occasioned by them. The
lame effect, however, is often attributed to a high price which is
the result of restrictive laws, or which is in some way or other to be
paid by the remaining members of the community; they having
no greater means than before to pay it with. High prices of this
sort, if they benefit one clam of labourers, can only do so at the
expense of others; since if the dealers by receiving high prices
are enabled to make greater savings, or otherwise increase their
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purchases of labour, all other people by paying those high prl¢_ have
their means of saving, or of purchasing labour, reduced in an equal
degree; and it is a matter of accident whether the one alteration
or the other will have the greatest effect on the labour market.
Wages will probably be temporarily higher in the employment in
which prices have risen, and somewhat lower in other employments :
in which case, while the first half of the phenomenon excites notice,
the other is generally overlooked, or if observed, is not ascribed to
the cause which really produced it. Nor will the partial rise of
wages last long: for though the dealers in that one employment
gain more, it does not follow that there is room to employ a greater
amount of savings in their own business : their increasing capital
will probably flow over into other employments, and there counter-
balance the diminution previously made in the demand for labour
by the diminished savings of other classes.

Another opinion often maintained is, that wages (meaning of
course money wages) vary with the price of food; rising when it
rises, and failing when it falls. This opinion is, I conceive, only
partially true ; and in so far as true, in no way affects the dependence
of wages on the proportion between capital and labour : since the
price of food, when it affects wages at all, affects them through that
law. Dear or cheap food, caused by variety of seasons, does not
affect wages (unless they are artificially adjusted to it by law or
charity) : or rather, it has some tendency to affect them in the
contrary way to that supposed; since in times of scarcity people
generally compete more violently for employment, and lower the
labour market against themselves. But dearness or cheapness of
food, when of a permanent character, and capable of being calculated
on beforehand, may affect wages. In the first place, if the labourers
have, as is often the case, no more than enough to keep them in
working condition, and enable them barely to support the ordinary
number of children, it follows that if food grows permanently dearer
without a rise of wages, a greater number of the children will pro-
maturely die; and thus wages will be ultimately higher, but only
because the number of people will be smaller, than if food had
remained cheap. But, secondly, even though wages were high
enough to admit of food's becoming more costly without depriving
the labourers and their families of necessaries ; though they could
bear, physically speaking, to be worse off, perhaps they would not
consent to be so. They might have habits of comfort which were to
them as necessaries, and sooner than forego which, they would ]put
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an additional restraint on their power of multiplication ; so that
wage, would rise, not by increase of deaths but by diminution of
births. In these cases, then, wages do adapt themselves to the
price of food, though after an interval of almost a generation. Mr.
Ricardo considers these two eases to comprehend all cases. He
assumes that there is everywhere a minimum rate of wages : either
the lowest with which it is physically possible to keep up the popula-
tion, or the lowest with which the people will choose to do so. To

minimum he assumes that the general rate of wages always
tends; that they can never be lower, beyond the length of time
required for a diminished rate of increase to make itself felt and can
never long continue higher. This assumption contains sufficient
truth to render it admissible for the purposes of abstract science;
and the conclusion which Mr. Ricardo draws from it, namely, that
wages in the long run rise and fall with the permanent price of food,
is, like almost all his conclusions, true hypothetically, that is, grant,
ing the suppositions from which he sets out. But in the application
to practice, it is necessary to consider that the minimum of which

he speaks, especially when it is not a physical, but what may be
termed a moral minimum, is itself liable to vary. If wages were
treviously so high that they could bear reduction, to which the
Dbstacle was a high standard of comfort habitual among the labourers,
a ri_ in the price of food, or any other disadvantageous change in
their circumstances, may operate in two ways : it may correct itself
by a riae of wages brought about through a gradual effect on the
prudential check to population ; or it may permanently lower the
standard of living of the clas_, in case their previous habits in respect
of population prove stronger than their previous habits in respect
of comfort. In that case the injury done to them will be permanent,
and their deteriorated condition will become a new minimum,

tending to perpetuate itself as the more ample minimum did before.
It i8 to be feared that of the two modes in which the cause may
operate, the last is the most frequent, or at all events sufficiently so
to render all propositions ascribing a self-repairing quality to the
calamities which befall the labouring classes practically of no validity.
There is considerable evidence that the circumstances of the agri-

cultural labourezs in England have more than once in our history
stmtained great permanent deterioration, from causes which operated
by diminishing the demand for labour, and which, if population had
exercised its power of self-adjustment in obedience to the previous
atandard of comffort, could only have had a temporary effect : but
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unhappilythe povertyinwhich theclasswas plungedduringa long

seriesofyearsbroughtthatpreviousstandardintodisuse;and the

nextgeneration,growingup withouthavingpossessedthosepristine

comlorts,multipliedinturnwithoutany attemptto retrievethem.*

The conversecaseoccurswhen, by improvementsinagriculture,

the repeal of corn laws, or other such causes, the neceasaries of the
labourers are cheapened, and they are enabled, with the same
wages, to command greater comforts than before. Wages will not
fall immediately ; it is even possible that they may rise ; but they
will fall at last, so as to leave the labourers no better off than before,

unless during this interval of prosperity the standard of comfort,
regarded as indispeussble by the class, is permanently raised. Un-
fortunately this salutary effect is by no means to be counted upon :
it is a much more dif_cult thing to raise, than to lower, the scale of
living which the labourer will consider as more indispensable than
marrying and having a family. If they content themselves with
enjoying the greater comfort while it lasts, but do not learn to require
it, they will people down to their old scale of living. If from poverty
their children had previousJy been insui_ciently fed or improperly
nursed, a greater number will now be reared, and the competition of
these, when they grow up, will depress wages, probably in full pro-
portion to the greater cheapness of food. If the effect is not pro-
duced in this mode, it will be produced by earlier and more numerous

marriages, or by an increased number of births to a marriage.
According to all experience, a great increase invariably takes place
in the number of marriages, in seasons of cheap food and full employ-
ment. I cannot, therefore, agree in the importance so often attached
to the repeal of the corn laws, considered merely as a labourers'
question, or to any of the schemes, of which some one or other is at
all times in vogue, for making the labourers a very little better off.
Things which only a_ect them a very little make no permanent
impression upon their habits and requirements, and they soon
slide back into their former state. To produce permanent advantage,
the temporary cause operating upon them must be sufficient to
make a great change in their condition--a change such as will be
felt for many years, notwithstanding any stimulus which it may

* Seethe historical sketch of the condition of the English peasantry, pre-
paredfrom the best authorities, by Mr. William Thornton, in his work entitled
Over.Population and its .Remedy: a work honourably distinguished from most
others which have been published in the present generation, by itJ rational
treatment of questions affecting the economical condition of the labouriq
vlmm_
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give during one generation to the increase of people. When, indeed,
the improvement is of this signal character, and a generation grows
up which has always been used to an improved scale of comfort, the
habits oi this new generation in respect to population become
formed upon a higher minimum, and the improvement in their
condition becomes permanent. Of cases in point, the most remark-
able is France after the Revolution. The majority of the population
being suddenly raised from misery, to independence and compara-
tive comfort ; the immediate effect was that population, notwith-
standing the destructive wars of the period, started forward with
unexampled rapidity, partly because improved circumstances
enabled many children to be reared who would otherwise have
died, and partly from increase of births. The succeeding generation,
howevera grew up with habits considerably altered ; and though the
country was never before in so prosperous a state, the annual number
of births is now nearly stationary,* and the increase of population
extremely slow._

§ 3. Wages depend, then, on the proportion between the number
of the labouring population, and the capital or other funds devoted

to the purchase of labour ; we will say, for shortness, the capital.
If wages are higher at one time or place than at another, if the sub-
sistence and comfort of the class of hired labourers are more ample,
it is for no other reason than because capital bears a greater propor-
tion to population. It is not the absolute amount of accumulation

* Supra, pl_ 293-5.
1"A similar, though not an equal, improvement in the standard of livh_g

took place among the labourers of England during the remarkable fifty years
from 1715 to 1765, which were distinguished by such an extraordinary suc-
cession of fine harvests (the years of decided deficiency not exceeding five in all
that period) that the average price of wheat during those years was much
lower than during the previous half century. Mr. Malthus computes that on
the average of sixty years preceding 1720, the labourer could purchase with a
day's earnings only two-thirds of a peck of wheat, while from 1720 to 1750 he
eonld purchase a whole peek. The average price of wheat, according to the
Eton tables, for fifty years ending with 1715, w--_41s. 7-l-d.per quarter, and
/or the last twenty-three of these, 45s. 8d., while for the fifty years following, it
was no more than 34&lid. So considerablean improvement in the condition of
the labouring class, though arisingfrom the accidents of seasons, yet continuing
for more than a generation, had time to work a change in the habitual require-
ments of the labouringclass ; and this period is _lwsys noted us the date of " a
marked improvement of the quality of the food consumed, and a decided
elevation in the standard of their comforts and eonveniences."--(Malthus,
Pr/z_/p/es of Pd/_/ea/Ecomnny, I_ 225.) For the ehaxa_ter of the period, see
Mr.Tooke's excellent Hiakmy of Pr/c_. voLL pp. 38 to 61, and for the priee,i
of ooru, the Appendix to that work.
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or of production, that is of importance to the labouring clai|
it is not the amount even of the funds destined for distribution among
the labourers: it is the proportion between those funds and the
numbers among whom they are shared. The condition of the class
can be bettered in no other way than by altering that proportion to
their advantage: and every scheme for their benefit, which does
not proceed on this as its foundation, is, for all pemmnent purposes,
a delusion.

In countries like North America and the Australian colonies,
where the knowledge and arts of civilized life, and a high effective
desire of accumulation, co-exist with a boundless extent of unoccupied
land, the growth of capital easily keeps pace with the utmost
possible increase of population, and is chiefly retarded by the im-
practicability of obtaining labourers enough. All, therefore, who
can possibly be born can find employment without overstocking
the market: every labouring family enjoys in abundance the
necessaries, many of the comforts, and some of the luxuries of life ;
_nd, unless in case of individual misconduct, or actual inability to
work, poverty does not, and dependence need not, exist. A similar
advantage, though in a less degree, is occasionally enjoyed by some
special class of labourers in old countries, from an extraordinarily
rapid growth, not of capital generally, but of the capital employed
in a particular occupation. So gigantic has been the progress of
the cotton manufacture since the inventions of Watt and Arkwright_
that the capital engaged in it has probably quadrupled in the time
which population requires for doubling. While, therefore, it has
attracted from other employments nearly all the hands which geo-
graphical circumstances and the habits or inclinations of the people
rendered available; and while the demand it created for infant
labour has enlisted the immediate pecuniary interest of the opera_
fives in favour of promoting, instead of restraining, the increase
of population ; nevertheless wages in the great seats of the manu-
facture are generally so high, that the collective earnings of a family
amount, on an average of years, to a very satisfactory sum ; and
there is, as yet, no sign of permanent decrease, while the effect has
also been felt in raising the general etandard of agricultural wag_
in the counties adjoining.

But those circumstances of a country, or of an occupation, in
which population can with impunity increase at its utmost rate, are
rare, and transitory. Very few are the countries presenting the
needful union of conditions. Either the industrial arts are backward
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and stationary, and capital therefore increases slowly ; or, the
effective desire of accumulation being low, the increase soon reaches
its limit ; or, even though both these elements are at their highest

• known degree, the increase of capital is checked, because there is not
fresh land to be resorted to, of as good quality as that already occu
pied. Though capital should for a time double itself simultaneously
with population, if all this capital and population are to find employ-
ment on the same land, they cannot without an unexampled succes-
sion of agricultural inventions continue doubling the produce;
therefore, if wages do not fall, profits must ; and when profits fall,
increaseof capitalisslackened.Besides,evenifwages didnot
fail,thepriceoffood(aswillbeshownmorefullyhereafter)would
inthesecircnmstancesnecessarilyrise;whichisequivalenttoa fall
_fwages.

Except,therefore,intheverypeculiarcaseswhichI havejust
noticed,ofwhichtheonlyone ofany practicalimportanceisthat
ofa new colony,ora countryincircumstancesequivalentto it;
itisimpossiblethatpopulationshouldincreaseatitsutmostrate
withoutloweringwages.Nor willthefailbestoppedatany point,
shortofthatwhicheitherby itsphysicaloritsmoraloperation,
checkstheincreaseofpopulation.In no oldcountry,therefore,
doespopulationincreaseatanythinglikeitsutmostrate; inmost
ataverymoderaterate:insomecountries,notatall Thesefacts
areonlytobeaccountedforintwoways. Eitherthewholenumber
ofbirthswhichnatureadmitsof,and whichhappeninsomecircum-

stances,donottakeplace; oriftheydo,alargeproportionofthose
who arebern,die.The retardationofincreaseresultseitherfrom
mortalityorprudence;fromMr. Malthus'spositive,orfromhis
preventivecheck: and one orthe otherof thesemust and does
exist,and very powerfullytoo,in allold societies.Wherever
populationisnotkeptdown by theprudenceeitherofindividualsoz
ofthestate,itiskeptdown bystarvationordisease.

Mr.Malthushastakengreatp_instoascertain,foralmostevery
countryin theworld,whichofthesechecksitisthatoperates;
and the evidence which he collected on the subject, in his Essa9 on
Popu/at/on, may even now be read with advantage. Throughout
Asia, and formerly in most European countries in which the labour-
ing classes were not in personal bondage, there is, or was, no res_aincr
of population but death. The mortality was not always the result
of poverty : much of it proceeded from_J.uskilfuland careless
meat of children, from uncleanly and otherwise unhealthy l_bits
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of life among the adult population, and from the almost periodical
occurrence of destructive epidemics. Throughout Europe these
causes of shortened life have much diminished, but they have not
ceased to exist. Until a period not very remote, 1 hardly any of

our large towns kept up its population, independently of the stream
always flowing into them from the rural districts: this was still
true of Liverpool until very recently; and even in London the
mortality is larger, and the average duration of life shorter, than in
rural districts where there is much greater poverty. In Ireland,
epidemic fevers, and deaths from the exhaustion of the constitution
by insufficient nutriment, have always accompanied even the most
moderate deficiency of the potato crop. Nevertheless, it cannot
now be said that in any part of Europe, population is principally

kept down by disease, still less by starvation, either in a direct or
in an indirect form. The agency by which it is limited is chiefly
preventive, not (in the language of Mr. Malthus) positive. But the
preventive remedy seldom, I believe, consists in the unaided oper&-
tion of prudential motives on a class wholly or mainly composed of
labourers for hire, and looking forward to no other lot. In England,
for example, I much doubt if the generality of agricultural labourera
practise any prudential restraint whatever. They generally marry
as early, and have as many children to a marriage, as they would
or could do if they were settlers in the United States. During the
generation which preceded the enactment of the present Poor Law,
they received the most direct encouragement to this sort ot
improvidence : being not only assured of support, on easy terms,
whenever out of employment, but, even when in employment, very
commonly reoeiving from the parish a weekly allowance proportioned
to their number of children; and the married with large fami|i_
being always, from a short-sighted economy, employed in preference
to the unmarried; which last premium on population still exist_
Under such prompting, the rural labourers acquired habits of reck-
lessness, which are so congenial to the uncultivated mind that, in

whatever manner produced, they in general long survive their
immediate causes. There are so many new elements at work in
society, even in those deeper strata which are inaccessible to the
mere movements on the surface, that it is hazardous to affarm any-
thing positive on the mental state or practical impulses of cla__
and bodies of men, when the same assertion may be true to-day, and
may require great modification in a few years' time. It does, how-

i [The original text of 1848 is pra_ticMly vuchaJagedin this paragrsph.]
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ever, seem, that if the rate of increase of population depended solely
on the agricultural labourers, it would, se far as dependent on births,
and unless repressed by deaths, be as rapid in the southern counties
of England as in America. The resta_inin_ principle lies in the very
great proportion of the population composed of the middle classes
and the skilled art_zans, who in this coun/a 7 almost equal in number

the common labourers, and on whom prudential motives do, in s
considerable degree, operate.

§ 4. Where a labouring class who have no property but their
daily wages, and no hope of acquiring it, refrain from over-rapid
multiplication, the cause, I believe, has always hitherto been, either
actual hgal restraint, or a custom of some sort which, without
intention on their part, insensibly moulds their conduct, or affords
immediate inducements not to marry. It is not generally known in
how many countries of Europe direct legal obstacles are opposed
to improvident marriages. The communications made to the
original Poor Law Commi_ion by our foreign ministers and consuls
in different parts of Europe, contain a considerable amount of

information on this subject. Mr. Senior, in his preface to those com-
municatious,* says that in the countries which recognise a legal right
to relief, "marriage on the part of persons in the actual receipt of
relief appears to be everywhere prohibited, and the marriage of those
who are not likely to possess the means of independent support is
allowed by very few. Thus we are told that in Norway no one can
marry without ' showing to the satisfaction of the clergyman, that
he is permanently settled in such a manner as to offer a fair prospect
that he can maintain a family.'

"In Mecklenburg, that ' marriages are delayed by conscription
in the twenty-second year, and military service for six years ; besides,
the parties must have a dwelling, without which a clergyman is
not permitted to marry them. The men marry at from twenty-five
to thirty, the women not much earlier, as both must first gain by
_rvice enough to establish themselves.'

"In Saxony, that ' a man may not marry before he is twenty-
one years old, if liable to serve in the army. In Dresden,
profesaioniste (by which word artizans are probably meant) may not
marry until they become masters in their trade.'

"In Wurtemburg, that 'no man is allowed to marry till his

* Forming an Appendix (F) to the Oem_a_ P_port of the Commim/onmu_
and aim published by _uthority M a _pamte volume.

lq
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twenty-filth year, on account of his military duties, unlem per-
mission be especially obtained or purchased : at that age he must
also obtain portal--ion, which is granted on proving that he and
his wife would have together sufficient to maintain a family or to
establish themselves; in large towns, say from 800 to 1000 florins
(from 661. 13s. 4d. to 84l. 3s. 4d.) ; in smaller, from 400 to 500 florins ;

in villages, 200 florins (161. 13s. 4d.) '" *
The minister at Munich says, "the great cause why the number

of the poor is kept so low in this country arises from the prevention
by law of marriages in cases in which it cannot be proved that the
parties have reasonable means of subsistence ; and this regulation
is in all places and at all times strictly adhered to. The effect of a
constant and firm observance of this rule has, it is true, a consider-

able influence in keeping down the population of Bavaria, which is
at present low for the extent of country, but it has a most salutary
elect in averting extreme poverty and consequent misery." t

At Lubeck, "marriages among the poor are delayed by the
necessity a man is under, first, of previously proving that he is in
regular employ, work, or profession, that will enable hlm to maintain
a wife : and secondly, of becoming a burgher, and equipping himself
in the uniform of the burgher guard, which together may cost him
nearly 41."_ At Frankfort, "the government prescribes no age
for marrying, but the permission to marry is only granted on proving
a livelihood." §

The allusion, in some of these statements, to military duties,
points out an indirect obstacle to marriage, interposed by the laws
of some countries in which there is no direct legal restraint. In
Prussia, for instance, the institutions which compel every able-bodied
man to serve for several years in the army, at the time of life at
which imprudent marriages are most likely to take place, are
probably a full equivalent, in effect on population, for the legal
restrictions of the smaller German states.

x "So strongly," says Mr. Kay, "do the people of Switzerland
understand from experience the expediency of their sons and

daughters postponing the time of their marriages, that the councils
of state of four or five of the most democratic of the cantons, elected,

be it remembered, by universal suffrage, have passed laws by which
all young persons who marry before they have proved to the

• Preface, p. xxxix.
Prefm_e,lz xxxiiL, or p. _54 of theAppendix itself.

Appendix, p. 419. | Ibid. p. 567.[This paragrs,ph wu added in the 3rd ed. (1852).]
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magistrate of their district that they are able to support a family, are

rendered liable to a heavy fine. In Lucerne, Argovie, Unterwalden,
and, I believe, St. Gall, 8chweitz, and Uci, laws of this character

have been in force for many yearn." *

§ 5. Where there is no general law restrictive of marriage,

there are often customs equivalent to it. When the guilds or trade

corporations of the Middle Ages were in vigour, their bye-laws or

regulations were conceived with a very vigilant eye to the advantage
which the trade derived from limiting competition : and they made

it very effectually the interest of artizans not to marry until after

passing through the two stages of apprentice and journeyman, and
attaining the rank of master.t In Norway, where the labour is

• Kay, op. oit. L 68.
t" In general," says Sismondi," the number of masters in each corporation

was fixed, and no one but a master could keep a shop, or buy and sell on his own
account. Each master could only train a certain number of apprentices, whom
he instructed in his trade ; in some corporations he was only allowed one.
Each master could also employ only a limited number of workmen, who were
eared companions, or Journeymen ; and in the trades in which he could only
take one apprentice, he was only allowed to have one, or at most two, journey-
men. No one was allowed to buy, sell, or work at a trade, unless he was either
an apprentice, a journeyman, or a master ; no one could become a journeyman
without having served a given number of years as an apprentice, nor a master,
unless he had served the same number of years as a journeyman, and unless he
had also executed what was called his eltefd'_uvre (masterpiece), a piece of work
appointed in his trade, and which was to be judged of by the corporation. It is
_en that this organization threw entirely into the hands of the masters the
recruiting of the trade. They alone could take apprentices ; but they were
not compelled to take any ; accordingly they required to be paid, often at a
very high rate, for the favour ; and a young man could not enter into a trade it
he had not, at starting, the sum required to be paid for his apprentiecehip, and
the mearm nece_ary for his support during that apprenticeship ; since for four,
five, or seven years, all his work belonged to his master. His dependence on the
master during that time was complete ; for the master's will, or even caprice,
could close the door of a lucrative profession upon him. After the apprentice
became a journeyman he had a little more freedom ; he could engage with any
master he chose, or pass from one to another ; and as the condition of a journey-
man was only accessible through apprenticeship, he now began to profit by the
monopoly from which he had previously suffered, and was almost ure of getting
well peid for s work which no one else was allowed to perform. He depended,
however, on the corporation for becoming a master, and did not, therefore,
regard himself as being yet assured of his lot, or as having a permanent position.
In general he did not marry until he had passed as a master.

" It is certain both in fact and in theory that the existence of trade corpora-
ttons hindered, and could not but hinder, the birth of a superabundant popula-
tion. By the statutes of almost all the guilds, a man could not _ as a maste_
before the age of twenty-five : but if he had no capital of his own, if he had not
made su_cient savings, he continued to work as a journeyman much longer ;
some, perhaps the majority of artisans, remained journeymen all their lives
There was, however, asarcely an instance of their marrying before they were
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chiefly agricultural, it is [1848] forbidden by law to engage a farm-
servant for less than a year ; which was the general English practice
until the poor-laws destroyed it, by enabling the farmer to cast his
labourers on parish pay whenever he did not immediately require
their labour. In consequence of this custom, and of its enforo_
ment by law, the whole of the rather limited class of agricultural
labourers in Norway have an engagement for a year at least, which,
if the parties are content with one another, naturally becomes a
permanent engagement : hence it is known in every neighbourhood
whether there is, or is likely to be, a vacancy, and unless there is,
a young man does not marry, knowing that he could not obtain
employment. The custom still [1848] exists in Cumberland and
Westmoreland, except that the term is half a year instead of a
year ; and seems to be still attended with the same consequences.
The farm-servants "are lodged and boarded in their masters' houses,
which they seldom leave until, through the death of some relation
or neighbour, they succeed to the ownership or lease of a cottage
farm. What is cared surplus labour does not here exist." * I have
mentioned in another chapter the check to population in England
during the last century, from the difficulty of obtaining a separate
dwelling place.t Other customs restrictive of population might be
specified: in some parts of Italy it is the practice, according to
Sismondi, among the poor, as it is well known to be in the higher
ranks, that all but one of the sons remain unmarried. But such
family arrangements are not likely to exist among day-labourers
They are the resource of small proprietors and metayers, for
preventing too minute a subdivision of the land.

In England generally there is now scarcely a relic of these indirect
checks to population ; except that in parishes owned by one or a
very small number of landowners, the increase of resident labourers
is still occasionally obstructed, by preventing cottages from being
built, or by pnlling down those which exist ; thus restrAinlng the
population liable to become locally chargeable, without any material
effect on population generally, the work required in those parishes
being performed by labourers settled elsewhere. The surrounding
districts always feel themselves much aggrieved by this practice,
against which they cannot defend themselves by mlmilgrmeans,

reoeivedasmmr_ : hadtheybeenso imprudenta_to desireit, nofatherwould
havegivenhis daughterto s manwithouta position."--Nowm_m_Pr/z_pcs,
bookiv,olL10. SeealsoAdamSmith,bookLeh. 10,part2.SeeThe_ton onOmr-Po/m/at/on,page18,andtheauthoritiesthereeite_

t Supra,p. SOL
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since a -_ngle acre of land owned by any one who does not enter
into the __ombination, enablca him to defeat the a_mpt, very

profitably to Mm_elf, by covering that acre with cottages. To meet
these complaints an Act has within the last few years been passed by
Parliament, by which the poor-rote is made a charge not on the

pariRh_ but on the whole union, x This enactment, in other respects
very beneficial, removes the smMl remnant of what was once a check
to population : the value of which, however_ from the narrow limits
of its operation, had become very trif]ing.

§ 6. In the case, therefore, of the common agricultural labourer,
the checks to population my almost be considered as non-existent.
If the growth of the towns, and of the capital there employed, by
which the factory operatives are maintained at their present average
rote of wages notwithstanding their rapid increase, did not also
absorb a great part of the annual addition to the rural population,
there seems no reason in the present habits of the people why they
should not fall into as miserable a condition as the Irish previous to

1846 ; and if the market for our manufactures should, I do not say
fall off, but even cease to expand at the rapid rate of the last fifty
years, there is no certainty that this fate may not be reserved for us_
Without carrying our anticipations forward to such a calamity,
which the great and growing intelligence of the factory population
would, it may be hoped, avert, by an adaptation of their habits
to their circumstances ; the existing condition of the labourers o|
some of the most exclusively agricultural counties, Wiltshire, Somer-
setshire, Dorsetshire, Bedfo_hire, Buckinghamshire, is euflSciently

painful to contemplate. The labourers of these counties, with large
families, and eight or perhaps nine shillings 3 for their weekly wages
when in full employment, have for some time been one of the stock

objects of popular compassion : it is time that they had the benefit
also of some application of common sense.

Unhappily, sentimentality rather than common sense usually
premdes over the disoueeion of these subjects ; and while there is a
growing eenaitiveness to the hardships of the poor, and a ready

i [The propoul wae mentioned in the 1st ed. (1848) ; the Act waa referred
to in the 7th ed. (187I_ For the Union ChargeabilityAct of 1865and previotm
and ,ulmequent legielation, am _fa_ Reporl of the Poor Law Commission
(1909), Part iv. ell 4.]

s [The words here following in the original text : " Eapecially considering
how much the Irish themselves contribute t5 it, by migrating to this country
and underbiddingits native inhabitants," were omitted from the 5th eel (1862).]

* [So ed. 5 (1862). In l,t ed. (1848) "seven or perlmlm eight_"]
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disposition to admit claims in them upon the good offices of othe_
people, there is an all but universal unwillingness to face the real
difficulty of their position, or advert at all to the conditions which
nature has made indispensable to the improvement of their physical
lot. Discussions cn the condition of the labourers, lamentations

over its wretchedness, denunciations of all who are supposed to be
indifferent to it, projects of one kind or another for improving it,
were in no country and in no time of the world so rife as in the present
generation ; but there is a tacit agreement to ignore totally the law
of wages, or to dismiss it in a parenthesis, with such terms as "hard-
hearted Malthusianism," as if it were not a thousand times more hard-

hearted to tell human beings that they may, than that they may not,
call into existence swarms of creatures who are sure to be miserable,
and most likely to be depraved; and forgetting that the conduct,
which it is reckoned so cruel to disapprove, is a degrading slavery
to a brute instinct in one of the persons concerned, and most

commonly, in the other, helpless submission to a revolting abuse of
power. 1

So long as mankind remained in a seml-barbarous _tate, with the
indolence and the few wants of a savage, it probably was not desir-

able that population should be restrained ; the pressure of physical
want may have been a necessary stimulus, in that state of the human
mind, to the exertion of labour and ingenuity required for accom-
plishing that greatest of all past changes in human modes of
existence, by which industrial life attained predominance over the
hunting, the pastoral, and the military or predatory state. Want,
in that age of the world, had its uses, as even slavery had ; and

there may be corners of the earth where those uses are not yet
superseded, though they might easily be so were a helping hand
held out by more civilized eommlL_Jties. But in Europe the time,
if it ever existed, is long past, when a life of privation had the
smallest tendency to make men either better workmen or more

civilized beings. It is, on the contrary, evident, that if the agricul-
tural labourers were better off, they would both work more efficiently,
and be better citizens. I ask, then, is it true, or not, that if their
numbers were fewer they would obtain higher wages ? This is the

question_ and no other : and it is idle to divert attention from it, by

i [From the 3rd ed. (1852}was here omitted a paragraph of the orlginal text
oriticising " the conduct, during ten important years, of a largo portion of the
Tory party" with regardto "an enactment" (the Poor Law Reform of 1834)
" moet salutary in prlneiple, in whioh their own party had concurred, but of
whloh their rivals were almost accidentally the nominal authors."]
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attacklng any incidental position of Malthus _ some other writer,
and pretending that to refute that, is to disprove the principle of
population. Some, for instance, have achieved an easy victory over
a passing remark of Mr. Malthus, hazarded chiefly by way of
illustration, that the increase of food may perhaps be assumed to
take place in an arithmetical ratio, while population increases in a

geometrical : when every candid reader knows that Mr. Malthus laid
no stress on this unlucky attempt to give numerical precision to
things which do not admit of it, and every person capable of
reasoning must see that it is wholly superfluous to his argument.
Others have attached immense importance to a correction which
more recent political economists have made in the mere language
of the eaxlier followers of Mr. Malthus. Several writers had said

that it is the tendency of population to increase faster than the
means of subsistence. The assertion was true in the sense in which

they meant it, namely, that population would in most circum-
stances increase faster than the means of subsistence, if it were

not checked either by mortality or by prudence. But inasmuch
as these checks act with unequal force at diferent times and

places, it was *possible to interpret the language of these writers as
if they had meant that population is usually gaining ground upon
subsistence, and the poverty of the people becoming greater. Under
this interpretation of their meaning, it was urged that the reverse
is the truth: that as civilization advance_ the prudential check
tends to become stronger, and population to slacken its rate
of increase, relatively to subsistence; and that it is an error to
maintain that population, in any improving community, tends to
increase faster than, or even so fast as, subsistence. The word

tendency is here used in a totally different sense from that of the
writers who attained the proposition : but waiving the verbal ques-
tion, is it not allowed on both sides, that in old countries, population
presses too closely upon the means of subsistence T And though
its pressure diminishes, the more the ideas and habits of the poorest
class of labourers can be improved, to which it is to be hoped that
there is always some tendency in a progressive country, yet since
that tendency has hitherto been, and still is, extremely faint, and
(to descend to particulars) has not yet extended to giving to the
Wiltshire labourers higher wages than eight shillings a week, the only
thing which it is necessary to consider is, whether that is a sufficient
and suitable provision for a labourer ? for if not, population does,
as an existing fact, bear too _eat a proportion to the wages-fund ;
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and whether it prem_ still harder or not quite so hard at some
former period, is practically of no moment, except that, if the ratio
is an improving one, there is the better hope that by proper aids and
encouragements it may be made to improve more and faster.

It is not, however, against reason, that the argument on this
subject haJ to struggle ; but against a feeling of dislike, which will
only reconcile itself to the unwelcome truth, when every device is
exhausted by which the recognition of that truth can be evaded.
It is necessary, therefore, to enter into a detailed examination of
these devices, and to force every position which is taken up by the
enemies of the population principle in their determination to find
some refuge for the labourers, some plausible means of improving
their condition, without requiring the exercise, either enforced or
voluntary, of any self-restraint, or any greater control than at present
over the animal power of multiplication. This will be the object
of the next chapter. 1

, [so, Appendix P. _'_ _mm_ of PoT_z_m.l



CHAPTER XII

oi _oFu_a nnvnm los Low WAGnS

| L THI simplest expedient which can be ima_ned for keeping
the wages of labour up to the desirable point, would be to fix them
by law: and this is virtually the object aimed at in a variety of

plans which have at different times been, or still are, current, for
remodelling the relation between labourers and employers. No
one probably ever suggested that wages should be absolutely fixed ;
slace the interests of all concerned often require that they should
be variable ; but some have proposed to fix a minimum of wages,
leaving the variationa above that point to be adjusted by competition.
Another plan which has found many advocates among the leaders of
the operatives, is that councils should be formed, which in England
have been called local boards of trade, in France "conse'fis de

prud'hommes," and other names ; consisting of delegates from the
workpeople and from the employers, who, meeting in conference,
should agree upon a rate of wages, and promulgate it from authority,
to be binding generally on employers and workmen; the ground
of decision being, not the state of the labour-maxket, but natural
equity ; to provide that the workmen shall have Tea_oaab_ wages
and the capitalist reasonable profits.

Others again (but these are rather philauthropists interesting
themselves for the labouring classes, than the labouring people
themselves) are shy of admitting the interference of authority in
contracts for labour: they fear that if law intervened, it would
intervene rsshly and ignorantly ; they are convinced that two parties,
with opposite interests, attempting to adjust those interests by
negotiation through their representatives on principles of equity,
when no rule could be laid down to determine what was equitable,

would merely exasperate their diiierences instead of healing them ;
but what it is useless to attempt by the legal sanction, these persona
desire to compass by the moral. Every employer, they think,
ot_ht to give su/_e_ wages ; and if he does it not willingly, should

H.'
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be compelled to it by general opinion ; the test of sulBeient wages
being their own feelings, or what they suppose to be those of the
public. This is, I think, a fair representation of a considerable body
of existing opinion on the subject.

I desire to confine my remarks to the principle involved in all
these suggestions, without taking into account practical di_culties,
serious as these must at once be seen to be. I shall suppose that
by one or other of these contrivances, wages could be kept above
the point to which they would be brought by competition. This
is as much as to say, above the highest rate which can be afforded
by the existing capital consistently with employing all the laboure_
For it is a mistake to suppose that competition merely keel_ down
wages. It is equally the means by which they are kept up. When
there are any labourers unemployed, these, unless maintained by
charity, become competitors for hire, and wages fall ; but when all
who were out of work have found employment, wages will not, under
the freest system of competition, fall lower. There are strange
notions afloat concerning the nature of competition. Some people
seem to imagine that its effect is something indefinite; that the
competition of sellers may lower prices, and the competition of
labourers may lower wages, down to zero, or some unaseignable
minimum. Nothing can be more unfounded. Goods can only be
lowered in price by competition to the point which calls forth buyers
mlfllcient to take them off; and wages can only be lowered by
competition until room is made to admit all the labourers to a share
in the distribution of the wages-fund. If they fell below this points
a portion of capital would remain unemployed for want of labourers ;
a counter-competition would commence on the side of capitalists,
and wages would rise.

Since, therefore, the rate of wages which results from competition
distributes the whole existing wages-fund among the whole labouring
population ; if law or opinion succeeds in fi_r]ng wages above thin
rate, some labourers are kept out of employment ; and as it is not
the intention of the philanthropists that these should starve, they
must be provided for by a forced increase of the wages-fund ; by
a compulsory saving. It is nothing to fix a mh_imum of wages,
unless there be a provision that work, or wages at least, be found for
all who apply for it. This, accordingly, is always part of the scheme ;
and is consistent with the ideas of more people than would approve
of either a legal or a moral minimum of wages. Popular sentiment
looke upon it as the duty of the rich, or of the state, to fred employ-
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ment for all the poor. H the moral influence of opinion does not
induce the rich to spare from their consumption enough to set all the
poor to work at "reasonable wages," it is supposed to be incumbent
on the state to lay on taxes for the purpose, either by local rates or
votes of public money. The proportion between labour and the
wages-fund would thus be modified to the advantage of the labourers,
not by restriction of population, but by an increase of capital.

2. H this o lAim on society could be limited to the existing
generation ; if nothing more were necessary than a compulsory
accumulation, sufficient to provide permanent employment at
ample wages for the eTisting numbers of the people ; such a propo-
sition would have no more strenuous supporter than myself. Society
mainly consists of those who live by bodily labour ; and if society,
that is, if the labourers, lend their physical force to protect indivi-
duals in the enjoyment of superfluities, they are entitled to do so
and have always done so, with the reservation of a power to tax
those superiiuities for purposes of public utility; among which
purposes the subsistence of the people is the foremost. Since no one
is responsible for having been born, no pecuniary sacrifice is too
great to be made by those who have more than enough, for the
purpose of securing enough to an persons already in existenc_

But it is another thing altogether, when those who have produced
and accumulated are called upon to abstain from consuming until
they have given food and clothing, not only to all who now exist,
but to all whom these or their descendants may think fit to call into
existence. Such an obligation, acknowledged and acted upon, would
suspend all checks, both positive and preventive ; there would be
nothing to hinder population from starting forward at its rapidest
_ate ; and as the natural increase of capital would, at the best, not
be more rapid th_n before, taxation) to make up the growing de-
ficiency, must advance with the same gigantic stride_ The attempt
would of course be made to exact labour in exchange for support.
But experience has shown the sort of work to be expected from
recipients of public charity. When the pay is not given for the sake
of the work, but the work found for the sake of the pay, inefficiency
is a matter d certainty: to extract real work from day-labourers

without the power of dismissal, is only practicable by the power of
the lash. It is conc_vahle, l doubtle_ that this objection n_dght be

I [This and the two following sentences were inserted in the 2ridod. (1849),
madallowed to remain in subsequent editions,]
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got over. The fund raised by taxation might be spread over the
labour market generally, as seems to be intended by the supporters
of the droit wa travail in France ; without giving to any unemployed
labourer a right to demand support in a particular place or from a
particular functionary. The power of dismissal as regards indivi-
dual labourers would then remain ; the government only undertak-

ing to create additional employment when there was a defieiency_
and reserving, like other employers, the choice of its own workpeople.
But let them work ever so ef_eiently, the increasing population could
not, as we have so often shown, increase the produce proportionally :
the surplus, after all were fed, would bear a less and less proportion
to the whole produce, and to the population : and the increase of
people going on in a constant ratio, while the increase of produce
went on in a diminishing ratio, the surplus would in time be wholly
absorbed ; taxation for the support of the poor would engross the
whole income of the country; the payers and the recdvers would
be melted down into one m_. The check to population, tither by

death or prudence, could not then be staved off any longer, but
must come into operation suddenly and at once ; everything which

places mankind above a nest of ants or a colony of beavers, having
perished in the interval.

These consequences have been so often and so clearly pointed out
by authors of reputation, in writings known and accessible, that
_noranea of them on the part of educated persons is no longer
pardonable. It h doubly d_litable in any pon_n setting up for
a public teacher, to ignore these considerations ; to dismiM them
silently, and discuss or declaim on wages and poor-laws, not as ii
these arguments could be refuted, but as if they did not exist.

Every one has a right to liv_ We will suppose this granted.
But no one has a right to bring creatures into life, to be supported
by other people. Whoever means to stand upon the fnlt of these
rights must renounce all pretension to the last. If a man cannot
support even hlm_]funless others help him, those others are entitled
to say that they do not also undertake the support d any offspring
which it is physically possible for him to _mmmon into the world.
Yet there are abundance of writers and public speakers, including

many of most ostentatious pretensions to high feeling, whoso views
of life are so truly brutish, that they see hardship in preventing
paupom from breeding hereditary paupers in the workhouse iteelL
Posterity will one day ask, with astonishment, what sort of people it
could be among whom such preachers could find proselytes
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It would be possible for the state to guarantee employment at
ample wages to all who are born. But if it does this, it is bound in
self-protection, and for the sake of every purpo_ for which govern-
ment exists, to provide that no person shall be born without its
cement. If the ordinary and spontaneous motives to self-restraint
are removed, others must be substituted. Restrictions on marriages
at least equivalent to those existing [1848] in some of the German
states, or severe penalties on those who have children when unable
to support them, would then be indispensable. Society can feed the
necessitous, if it takes their multiplication under its control: or
(if destitute of all moral feeling for the wretched offspring) it can leave
the last to their discretion, abandoning the first to their own care.
But it cannot with impunity take the feeding upon itself, and leave
the multiplying free.

To give profusely to the people, whether under the name of
charity or of employment, without placing them under such
influences that prudential motives shall act powerfully upon them,
is to lavish the means of benefiting mankind, without attaining the
object. Leave the people in a tdtuation in which their condition
manifestly depends upon their numbers, and the greatest permanent
benefit may be derived from any sacrifice made to improve the
phy_cal well-being of the present generation, and raise, by that
means, the habits of their children. But remove the regulation of
their wages from their own control ; guarantee to them a certain
payment, either by law, or by the feeling of the community ; and
no amount of comfort that you can give them will make either them
or their descendants look to their own self-restraint as the proper
means of preserving them in that state. You will only make them
indignantly clMm the continuance of your guarantee to themselves
and their full complement of possible posterity.

On these grounds some writers have altogether condemned the
English poor-law, and any system of relief to the able-bodied, at
least when uncombined with systematic legal precautiona against
over-population. The-famous Act of the 43m of Elizabeth under-
took, on the part of the public, to provide work and wages for all the
destitute able-bodied: and there is little doubt that if the intent

of that Act had been fully carried out, and no means had been
adopted by the administrators of relief to neutralize its natural
tendencies, the poor-rate would by this time have absorbed the
whole net produce of the land and labour of the country. It is not
at all surprising, therefore, that Mr. Malthus and others should at
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first have concluded againat all poor laws whatever. It required
much experience, and careful examination of different modes of
poor-law management, to give assurance that the admi_aion of an
absolute right to be supported at the cost of other people, could
exist in law and in fact, without fatally relaxing the springs of
industry and the restraints of prudence. This, however, was
fully substantiated by the investigations of the original Poor Law
Commissioners. Hostile as they are unjustly accused of being to
the principle of legal relief, they are the first who fully proved the
compatibility of any Poor Law, in which a right to relief was re-
cognised, with the permanent interests of the labouring class and of
posterity. By a collection of facts, experimentally ascertained in
parishes scattered throughout England, it was shown that the
guarantee of support could be freed from its injurious effects upon
the minds and habits of the people, if the relief, though ample in
respect to necessaries, was accompanied with conditions which they
disliked, con_iating of some restraints on their freedom, and the
privation of some indulgences. Under this proviso, it may be
regarded as irrevocably established, that the fate of no member of
the community needs be abandoned to chance ; that society can and
therefore ought to insure every individual belonging to it against
the extreme of want; that the condition even of those who are un-

able to find their own support, needs not be one of physical suffering,
or the dread of it, but only of restricted indulgence, and enforced
rigidity of discipline. This is surely something gained for humanity,
important in itself, and still more so as a step to something beyond ;
and humanity has no worse enemies than those who lend themselves,

either knowingly or unintentionally, to bring odium on tl_ law,
or on the principles in which it originated.

§ 3. Next to the attempts to regulate wag_, and provide
artificially that all who are willing to work shall receive an adequate
price for their labour, we have to consider another class of popular
remedies, which do not profess to interfere with freedom of contract ;
which leave wages to be fixed by the competition of the market, but,
when they are considered insufficient, endeavour by some subsidiary
resource to make up to the labourers for the insufficiency. Of this
nature was the expedient resorted to by parish authorities during
thirty or forty years previous to 1834, generally known as the

Allowance System. This was first introduced when, through
sueeemion of bad seasons, and consequent high prices of food, the
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wages of labour had become inadequate to aford to the families of
the agricultural labourers the amount of support to which they had
been accustomed. Sentiments of humanity, joined with the idea
then inculcated in high quarters, that people ought not to be allowed
to suffer for having enriched their country with a multitude of
inhabitants, induced the magistrates of the rural districts to com-
mence giving parish relief to persons already in private employment :
and when the practice had once been sanctioned, the immediate
interest of the farmers, whom it enabled to throw part of the support
of their labourers upon the other inhabitants of the parish, led to a
great and rapid extension of it. The principle of this scheme being
avowedly that of adapting the means of every family to its necessities s
it was a natural consequence that more should be given to the
married than to the single, and to those who had large families
than to those who had not: in fact, an allowance was usually
granted for every child. So direct and positive an encouragement
to population is not, however, inseparable from the scheme: the
allowance in aid of wages might be a fixed thing, given to all labourers
alike, and as this is the least objectionable form which the system
can assume, we will give it the benefit of the supposition

It is obvious that this is merely another mode of fixing a minimum
of wages; no otherwise dithering from the direct mode, than in
allowing the employer to buy the labour at its market price, the
difference being made up to the labourer from a public fund. The
one kind of guarantee is open to all the objections which have been
urged against the other. It promises to the labourers that they shall
all have a certain amount of wages, however numerous they may be
and removes, therefore, alike the positive and the prudential obstacles
to an unlimited increase. But besides the obiectious common to all

attempts to regulate wages without regulating population, the
allowance system has a peculiar absurdity of its own. This is,
that it inevitably takes from wages with one hand what it adds to
them with the other. There is a rate of wages, either the lowest on

which the people can, or the lowest on which they will consent, to
live. We willsupposethistobe sevenshillingsa week. Shocked

atthe wretchednessofthispittance,theparishauthoritieshumanely

make itup toten. But thelabourersareaccustomedtoseven,and

though they would gladlyhave more,willliveon that (asthe fact

proves) rather than restrain the instinct of multiplication. Their
habits will not be altered for the better by giving them parish pay.

Receiving three shillings from the parish, they will be as well ott
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as before though they should increase sufficiently to bring down
wages to four shillings. They will accordingly people down to that
point; or perhaps, without waiting for an increase of numbers,
there are unemployed labourers enough in the workhouse to produce
the effect at onc_ It is well known that the allowance system did
practically operate in the mode described, and that under its influence
wages sank to a lower rate than had been known in England before.
During the last century, under a rather rigid administration of the
poor laws, population increased slowly, and agricultural wages were
considerably above the starvation point. Under the allowance

system the people increased so fast, and wages sank so low, that with
wages and allowance together1 families were worse off than they
had been before with wages alone. When the labourer depends
solely on wages, there is a virtual minimum. If wages fall below the
lowest rate which will enable the population to be kept up, depopula-
tion at least restores them to that lowest rate. But if the deficiency
is to be made up by a forced contribution from all who have anything
to give, wages may fall below starvation point; they may fail
almost to zero. This deplorable system, worse than any other
form of poor-law abuse yet invented, inasmuch as it pauperizes not
merely the unemployed part of the population but the whole, received
a severe check from the Poor Law of 1834 : I wish it could be said

that there are no signs of its revival. 1

§ 4. But while this is generally condemned, there ia another
mode of relief in aid of wages, which is st_ll highly popular ; a mode

greatly preferable, morally and socially, to parish allowance, but
t_nding, it is to be feared, to a very similar economical result: I
mean the much-boasted Allotment System. This, too, is a con-

trivance to compensate the labourer for the insu_cieney of his
wages, by giving him something else as a supplement to them : but
instead of having them made up from the poor-rate, he is enabled
to make them up for himself, by renting a small piece of ground,
which he cultivates like a garden by spade labour, raising potatoes
and other vegetables for home consumption, with perhaps some
additional quantity for sale. If he hires the ground ready mantu_,
he sometimes pays for it at as high a rate as eight pounds an acre :
but getting his own labour and that of his family for nothing, he

lThe present text dates only from the 7th ed. (1871). Until then it had
read : "This deplorablesystem . . . has been abolished, and of this one &bum
at least it may be mid that nobody profemee to wish for its revival."]
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k able to gain several pounds by it even at 80 high a rent.* The
patrons of the system make it a great point that the allotment shall
be in aid of wages, and not a substitute for them ; that it shall not
be such as a labourer can live on, but only sufficient to occupy the
apare hours and days of a man in tolerably regular agricultural
employment, with assistance from his wife and children. They
usually limit the extent of a single allotment to a quarter,
or something between a quarter and ha:If an acre. If it exceeds this,
without being enough to occupy him entirely, it will make him, they
say, a bad and uncertain workman for hire : if it is sufficient to
take him entirely out of the class of hired labourers, and to become
hia sole means of subsistence, it will make him an Irish cottier :

for which assertion, at the enormous rents usually demanded, there
k some foundation. But in their precautions against cotticrism,

these well-meaning persona do not perceive, that if the system they
patronize is not a cottier system, it is, in essentials, neither more
nor less than a system of conacre.

There is no doubt a material difference between eking out
insufficient wages by a fund raised by taxation, and doing the
same thing by means which make a clear addition to the gross
produce of the country. There is also a difference between helping
a labourer by means of his own industry, and subsidizing him in a
mode which tends to make him careless and idle. On both these

points, allotments have an unquestionable advantage over parish
allowances. But in their effect on wages and population, I see no
reason why the two plans should substantially differ. All subsidies
in aid of wages enable the labourer to do with less remuneration,
and therefore ultimately bring down the price of labour by the full
amount, unless a change be wrought in the ideas and requirements
of the labouring class; an alteration in the relative value whida
they set upon the gratification of their instincts, and upon the
increase of their comforts and the comforts of those connected

with them. That any such change in their character should be
produced by the allotment system, appears to me a thing not to be
expected. The possession of land, we are sometimes told, renders
the labourer provident. Property in land does so; or what is
equivalent to property, occupation on fixed terms and on a
permanent tenure. But mere hiring from year to year was nevez
found to have any such effect. Did possession of land render the

* See the Evidenoo on the subject of Allotments, ooUeoted by the Oom
missloneraof Poor Law Enquiry.
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Irishman provident ? Testimonies, it is true, abound, and I do
not seek to discredit them, of the beneficial change produced in the
conduct and condition of labourers, by receiving allotments. Such
an effect is to be expected while those who hold them are a small
number ; a privileged class, having a status above the oommon level,
which they are unwilling to lose. They are also, no doubt, almost
tlways, originally a select class, composed of the most favourable
q_ecimens of the labouring people: which, however, is attended
with the inconvenience that the persons to whom the system
facilitates marrying and having children, are precisely these who
would otherwise be the most likely to practise prudential restraint.
As affecting the general condition of the labouring class, the scheme,
as it seems to me, must be either nugatory or mischievous. If

only a few labourers have allotments, they are naturally those who
could do best without them, and no good is done to the class : while,
if the system were general, and every or almost every labourer had
an allotment, I believe the effect would be much the same as when

every or almost every labourer had an allowance in aid of wagm. I
think there can be no doubt that if, at the end of the last centuryj
the Allotment instead of the Allowance system had been generally
adopted in England, it would equally have broken down the practical
restraints on population which at that time did really exist ; popula-
tion would have staxted forward exactly as in fact it did ; and in

twenty years, wages plus the allotment would have been, as wages
plus the allowance actmd]y were, no more than equal to the former
wages without any allotment. The only di_erence in favour of
allotments would have been, that they m_ke the people grow their
own poor-rates.

I am at the same time quite ready to allow, that in some circum-
stances, the posec_ion of land at a fair rent, even without ownership,
by the generality of labourers for hire, operates as a cause not of low,
bu_ of high wages. This, however, is when their land renders them,
to the extent of actual necessaries, independent of the market for

labour. There is the greatest difference between the position of
people who live by wages, with laud as an extra resource, and of
people who can, in ca_ of necessity, subsist entirely on their land,
and only work for hire to add to their comforts. Wages are likely
to be high where none are compelled by necessity to sell their labour
"People who have at home some kind of property to apply their
labour to, will not sell their labour for wages that do not afford them
a better diet than potatoes and maize, although in Baying for



POPULAR REMEDIES FOR LOW WAGES 371

themselves, they may live very much on potatoes and mai_e. We are
often surprised in travelling on the Continent, to hear of a rate of
day's wages very high, considering the abundance and cheapness
of food. It is want of the necessity or the inclination to take work,
that makes day-labour scarce, and, considering the price of pro-
visions, dear, in many parts of the Continent, where property in
land is widely diffused among the people."* There are part_ of the
Continent, where, even of the inhabitants of the towns, scarcely one
seems to be excluaively dependent on his ostensible employment;
and nothing ek _.can explain the high price they put on their services,
and the carelessness they evince as to whether they are employed
at all. But the effect would be far different if their land or other

resources gave them only a fraction of a subsistence, leaving them
under an undiminished necessity of selling their labour for wages
in an overstocked market. Their land would then merely enable
them to exist on smaller wages, and to carry, their multiplication so
much the further before reaching the point below which they either
could not, or would not descend.

To the view I have taken of the effect of allotments, I see no argu-
ment which can be opposed, but that employed by Mr. Thornton,t
with whom on this subject I am at issue. His defence of allotments

is grounded on the general doctrine, that it is only the very poor who
multiply without regard to consequences, and that if the condition
of the existing generation could be greatly improved, which he thinks
might be done by the allotment system, their successors would grow
up with an increased standard of requirements, and would not have
families until they could keep them in as much comfort as that in
which they had been brought up themselves. I agree in as much of
this argument as goes to prove that a sudden and very great improve-
ment in the condition of the poor ha_ always, through its eJIect on
their habits of life, a chance of becoming permanent. What hap-
pened at the time of the French Revolution is an example. But
I cannot thinl_ that the addition of a quarter or even half an acre
to every labourer's cottage, and that too at a rack rent, would (after
the fall of wages which would be necessary to absorb the already
existing mass of pauper labour) make so great a difference in the
comforts of the family for a generation to come, as to raise up
from childhood a labouring population with a really higher per-
manent standard of requirements and habits. So small a portion

* La_ng'sNot_s of a Trm_.ller, p. 456.
t See Thornton on Over-Popu/o_/o,t.oh. viii.
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of land could only be made a permanent benefit, by hMding out
encouragement to acquire by industry and saving, the means of
buying it outright : a permission which, if extensively made use of,
would be a kind of education in forethought and frugality to the
entire class, the effects of which might not cease with the occsaion_
The benefit would however arise, not from what was given them, but
from what they were stimulated to acquire.

No remedies for low wages have the smallest chance of being
efficacious, which do not operate on and through the minds and
habits of the people. While these are unaffected, any contrivance,
even if successful, for temporarily improving the condition of the
very poor, would but let slip the reins by which population was
previously curbed ; and could only, therefore, continue to produce
its e_cct, if, by the whip and spur of taxation, capital were
compelled to follow at an equally accelerated pace. But this process
could not possibly continue for long together, and whenever it
stopped, it would leave the country with an increased number of
the poorest class, and a diminished proportion of all except the
poorest, or, if it continued long enough, with none at all. For "to
this complexion must come at last" all social arrangements, which
remove the natural checks to population without substitu_ag any
other.



CHAPTER XIII

T_i REMEDIF_ FOR LOW W&GE8 FURTHER CONSIDBR_D

| I. BY whatmeans,then,ispovertytobecontendedagainstT
How istheeviloflow wagestobe remedied? Iftheexpedients
usuallyrecommendedforthepurposearenotadaptedtoit,canno
othersbe thoughtof? Is the problemincapableof solution?
Can politicaleconomydo nothing,but onlyobjectto everything,
anddemonstratethatnothingcanbedone?

Ifthiswereso,politicaleconomy mighthave a needful,but
would have a melancholy, and a thankless task. If the bulk of
the human race are always to remain as at present, slaves to toil
in which they have no interest, and therefore feel no interest--
drudging from early morning till late at night for bare necessaries,
and with all the intellectual and moral deficiencies which that

implies--without resources either in mind or feelings---untaught, for
they cannot be better taught than fed ; selfish, for all their thoughts
are acquired for themselves; without interests or sentiments as
citizens and members of society, and with a sense of injustice
rsnlrllng in their minds, equally for what they have not, and for
what others have ; I know not what there is which should make a
person with any eapacity of reason, concern himself about the
destinies of the bureau race. There would be no wisdom for any
one but in extracting from life, with Epicurean indifference, as
much personal satisfaction to himself and those with whom he
sympathise_, as it can yield without injury to any one, and letting
the unmeaning bustle of so-called civilized existence roll by unheeded.
But there is no ground for such a view of human affairs. Poverty,
like most social evils, exists because men follow their brute instincts
without due consideration. But society is possible, precisely because
man is not necessarily a brute. Civilization in every one of its
aspects is a struggle against the animal iustinets. Over some even
of the strongest of them, it has shown itself capable of acquiring
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abundant control. It has artificialized large portions of mankind
to such an extent, that of many of their most natural inclinations
they have scarcely a vestige or a remembrance left. If it has not
brought the instinct of population under as much restraint as is
needful, we must remember that it has never seriously tried. What
efforts it has made, have mostly been in the contrary direction.
Religion, morality, and statesmanship have vied with one another in
incitements to marriage, and to the multiplication of the species,
so it be but in wedlock. Religion has not even yet discontinued
its encouragements. The Roman Catholic clergy (of any other
clergy it is unnecessary to speak, since no other have any considerable
influence over the poorer classes) everywhere think it their duty to

promote marriage, in order to prevent fornication. There is still
in many minds a strong religious prejudice against the true doctrine.
The rich, provided the consequences do not touch themselves, think
it impugns the wisdom of Providence to suppose that misery can
result from the operation of a natural propensity : the poor think
that " God never sends mouths but he sends meat." No one would

guess from the language of either, that man had any voice or _hoics
in the matter. So complete is the confusion of ideas on the whole
subject; owing in a great degree to the mystery in which it is
shrouded by a spurious delicacy, which prefers that right and
wrong should be mismeasured and confounded on one of the subjects
most momentous to human welfare, rather than that the subject
should be freely spoken of and discussed. People are little aware
of the cost to mankind of this scrupulosityof speech. The disease8
of society can, no more than corporal maladies, be prevented oz
cured without being spoken about in plain language. All experience
shows that the mass of mankind never judge of moral questions for
themselves, never see anything to be right or wrong until they have
been frequently told it ; and who tells them that they have any dutiea
in the matter in question,while they keepwithin matrimonial
limits? Who meets with the smallestcondemnation,or rather,

who does not meet with sympathy and benevolence,for any

amount ofevilwhich he may have broughtupon himselfand those

dependent on him, by thisspeciesofincontinenoe? While a man
who isintemperatein drink,isdiscountenancedand despisedby
ill who professto be moral people,1it is one of the chief grounds

t [The _m_n_ of this sentenoe appeared first in the 3rd ed. (1852). In
the 1st end 2nd ed. (1848, 1849), the text ran : " Is it not to this hour the
f_vourite reoommendgtion forany parochial officebestowed by popular election
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made me of in appeak to the benevolent, that the applicant has a
large family and is unable to maintain them.*

One cannot wonder that silence on this great department of
human duty should produce unconsciousness of moral obligations,
when it produces oblivion of physical facts. That it is possible to
delay marriage, and to live in abstinence while unmarried, moat
people are willing to allow ; but when persons are once married, the
idea, in this country, never seems to enter any one's mind that
having or not having a family, or the number of which it shall
consist, is amenable to their own control. One would imagine that
children were rained down upon married people, direct from heaven,
without their being art or part in the matter ; that it was really, as
the common phrases have it, God's will, and not their own, which
decided the numbers of their offspring. Let us see what is a Con-
tinental philosopher's opinion on this point ; a man among the most
benevolent of his time, and the happiness of whose married life has
been celebrated.

"When dangerous prejudices," says Sismondi,t "have not
become accredited, when a morality contrary to our true duties
towards others, and especially towards those to whom we have given
fife, is not inculcated in the name of the most sacred authority;
no prudent man contracts matrimony before he is in a condition
which gives him an assured means of living, and no married man has
a greater number of children than he can properly bring up. The
head of a family thinks, with reason, that his children may be
contented with the condition in which he himself has lived ; and his

desire will be that the rising generation should represent exactly
the departing one : that one son and one daughter arrived at the
marriageable age should replace his own father and mother; that
the children of his children should in their turn replace himself and
his wife ; that his daughter should find in another family the precise
equivalent of the lot which will be given in his own family to the
daughter of another, and that the income which sufficed for the
parents will suffice for the children." In a country increasing in

to have alarge family and to beunable to maintain them ! Do not the candidatea
_mlacardtheir intemperence upon walls, and publish it through the town

circulars ?" CL I)icken_ Th_ .E_ion for .Beadle in 8kelcAcs by Boz, "Our
Pariah," oh. iv.]

Little improvement can be expected in morality until the producing large
families is regardedwith the _me feelings as drunkenness or anyother physical
ermms. But while the aristocracy and clergy are foremost t6 set the exampts

this kind of incontimmce, whet can be expected of the poor !
? _Vou_m_ Frizzy, tiv. vii. ell. 5.
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wealth, some increase of numbers would be admissible, but that is a

question of detail, not of principle. "Whenever this family has
been formed, justice'and humanity require that he should imposA
on himself the same restraint which is submitted to by the unmarried_
When we conmder how small, in every country, is the number of
natural children, we must admit that this restraint is on the whole

sufficiently effectual. In a country where population has no room
to increase, or in which its progress must be so slow as to be hardly
perceptible, when there are no places vacant for new establishments,
a father who has eight children must expect, either that six d them
will die in childhood, or that three men and three women among his
cotemporaries, and in the next generation three of his sons and three
of his daughters, will remain unmarried on his account."

§ 2. Those who think it hopeless that the labouring classes
should be induced to practise a sufficient degree of prudence in regard
to the increase of their families, because they have hitherto stopt
short of that point, show an inability to estimate the ordinary
principles of human action. Nothing more would probably be
nece_ _ry to secure that result, than an opinion generally diihmed
that it was desirable. As a moral principle, such an opinion has
never yet existed in any country : it is curious that it does not so
exist in countries in which, from the spontaneous operation of
individual forethought, population is, comparatively spealdng,
efl_cientiy repressecL What is practised as prudence is still not
recognised as duty ; the talkers and writers are mostly on the other
side, even in France, where a sentimental horror of Malthus is almo6t
as rife as in this country. Many causes may be assigned, besides the
modern date of the doctrine, for its not having yet gained possession
of the genera] mind. Its truth has, in some respects, been its
detriment. One may be pennltted to doubt whether, except among
the poor themselves (for whose prejudices on this subject there is
no difficulty in accounting) there has ever yet been, in any class of
society, a sincere and earnest desire that wages should be high. There
has been plenty of desire to keep down the poor-rate; but, that
done, people have been very willing that the working classes should
be ill oil Nearly all who are not labourers themselves, are
employers of labour, and are not sorry to get the commodity cheap.
It is a fact, that even Boards of Guardians, who are supposed to
be ot_cial apostles of anti-population doct_nes, will seldom helix

_atiently of anything which they are pleased to designate as
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Malthustanism. Boards of Guardians in rural dialects, principally
consist of farmers, and farmers, it is well known, in general dislike
even allotments, as making the labourers" too independent." From
the gentry, who are in less immediate contact and collision of interest
with the labourers, better things might be expected, and the gentry
of England are usuallycharitable.But charitablepeoplehave

human ini%mities,and would,very often,be secretlynot a little
dissatisfiedifno one needed theircharity: itisfrom them one

oftenesthearsthe base doctrine,that God has decreedthereshall

always be poor. When one adds to this,that nearlyevery person

who has had inhim any activespringofexertionfora socialobject,

has had some favouritereform to effectwhich he thought the

admissionofthisgreatprinciplewould throw intotheshade; has
had corn laws to repeal,or taxationto reduce,or smallnotesto

issue,orthe chartertocarry,or the churchtoreviveorabolish,or

thearistocracytopulldown, and lookedupon everyone asan enemy
who thoughtanythingimportantexcepthisobject;itisscarcely

wonderfulthatsincethe populationdoctrinewas firstpromulgated,

nine-tenthsof the talk has always been againstit,and the

remainingtenthonly audibleatintervals; and thatithas not yet

penetrated far among those who might be expected to be the least
willing recipients of it, the labourers themselves.

But let us try to imagine what would happen if the idea became
general among the labouring class, that the competition of too great
numbers was the special cause of their poverty; so that every
labourer looked (with Sismondi) upon every other who had more
than the number of children which the circumstances of society
allowed to each, as doing him a wrong--as filling up the place which
he was entitledtoshare. Any one who supposesthatthisstateof
opinion would not have a great effecton conduct,must be

profoundlyignorantof human nature; can never have considered

how largea portionof the motiveswhich inducethe generalityof

men to take care even of their own interest, is derived from regard
for opinion--from the expectation of being disliked or despised for
not doing it_ In the particular case in question, it is not too much
to say that over-lndulgence is as much caused by the stimulus of
opinion as by the mere a_imal propensity ; since opinion universally,
and especially among the most uneducated classes, has connected
ideas of spirit and power with the strength of the instinct, and of
inferiority with its moderation or absence; a perversion of senti-
ment cmumd by its being the means, and the stamp, of a dominion
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exercised over other human beings. The et_ect would be groat of
merely removing this factitious stimulus ; and when once opinion
shall have turned itself into an adverse direction, a revolution will
soon take place in this department of human conduct. We are
often told that the most thorough perception of the dependence of

wages on population will not influence the conduct d a labouring
man, because it is not the children he himself can have that will

produce any effect in generally depressing the labour market. True :
and it is also true, that one soldier's running away will not lose the
battle ; accordingly it is not that consideration which keeps each
soldier in his rank : it is the disgrace which naturally and inevitably
attends on conduct by any one individual, which if pursued by a
majority everybody can see would be fatal. Men are seldom found
to brave the general opinion of their class, unless supported eithe:
by some principle higher than regard for opinion, or by some strong
body of opinion elsewhere.

It must be borne in mind also, that the opinion here iu question,
as soon as it attained any prevalence, would have powedul al_liaries
in the great majority of women. It is seldom by the choice of the
wife that famihes are too numerous ; on her devolves (along with all
the physical suffering and at least a full share of the privations) the
whole of the intolerable domestic drudgery resulting from the excess.
To be relieved from it would be hailed as a blessing by multitudes of
women who now never venture to urge such a claim, but who would
urge it, if supported by the moral feelings of the community. Among
the barbarisms which law and morals have not yet ceased to sanction,
the most disgusting surely is, that any human being should be
permitted to consider himself as having a Kg]_ to the person oi
another.

If the opinion were once generally established among the labour.
ing class that their welfare required a due regulation of the numbers
of families, the respectable and well-conducted of the body would
conform to the prescription, and only those would exempt them-
selves from it, who were in the habit of making light of social
obligations generally; and there would be then an evident justification
for converting the moral obligation against bringing children into
the world who are a burthen to the community, into a legal one;
just as in many other cases of the progress of opinion, the law ends
by enforcing against recalcitrant m_norities obligations which to be
useful must be general, and which, from a sense of their utility, a
large majority have voluntarily consented to take upon themselves.
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There would be no need, however, of legal ssactions, if women
were admitted, as on all other grounds they have the clearest
title to be, to the same rights of citizenship with men. Let them
cease to be confined by custom to one physical function as their
means of living and their source of influence, and they would have
for the first time an equal voice with men in what concerns that
function: and of all the improvements in reserve for mankind
which it is now possible to foresee, none might be expected to be so
fertile as this in almost every kind of moral and social benefit. 1

It remains to consider what chance there is that opinions and
feelings, grounded on the law of the dependence of wages on
population, will arise among the labouring classes; and by what
means such opinions and feelings can be called forth. Before con-
sidering the grounds of hope on this subject, a hope which many
persons, no doubt, will be ready, without consideration, to pronounce
chimerical, I will remark, that unless a satisfactory answer can
be made to these two questions, the industrial system prevailing
in this country, and regarded by many writers as the ne plu_ ultra
of civilization--the dependence of the whole labouring class of the
community on the wages of hired labour, is irrevocably condemned.
The question we are considering is, whether, of this state of things,
over-population and a degraded condition of the labouring class
am the inevitable consequence. If a prudent regulation of popula-
tion be not reconcilable with the system of hired labour, the system
is a nuisance, and the grand object of economical statesmanship
should be (by whatever arrangements of property, and alterations in
the modes of applying industry), to bring the labouring people under
the influence ot stronger and more obvious inducements to this

kind of prudence, than the relation ot workmen and employers can
afford.

But there exists no such incompatibility. The causes of poverty
are not so obvious at first sight to a population of hired labourers,

as they are to one of proprietors, or as they would be to a socialist
community. They are, however, in no way mysterious. The
dependence of wages on the number of the competitors for employ-
ment, is so far from hard of comprehension, or unintelligible to the
labouring classes, that by great bodies of them it is already

recognised and habitually acted on. It is familiar to all Trade
Unions : every successful combination to keep up wages owes its

I [The two _ sentenee_ wereadded in the 3rd eel (1852).]
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Success to contrivances for restricting the number of the competitors;
all skilled trades are anxious to keep down their own numbers, and
many impose, or endeavour to impose, as a condition upon employers,
that they shall not take more than a prescribed number of appren-
tices. There is, of course, a great difference between Hmlting their

numbers by excluding other people, and doing the same thing by a
restraint imposed on themselves : but the one as much as the other
shows a clear perception of the relation between their numbers and
their remuneration. The principle is understood in its application
to any one employment, but not to the general mass of employment.
For this there are several reasons : first, the operation of causes is

more easily and distinctly seen in the more circumscribed field;
secondly, skilled artizans are a more intelligent class than ordinary
manual labourers: and the habit o_ concert, and of pa_ing in
review their general condition as a trade, keeps up a better under-
standing of their collective interests : thirdly and lastly, they are
the most provident, because they are the best off, and have the most
to preserve. What, however, is clearly perceived and admitted in
particular instances, it cannot be hopeless to see understood and
acknowledged as a general truth. Its recognition, at least in
theory, seems a thing which must necessarily and immediately come
to pass, when the minds of the labouring classes become capable of
taking any rational view of their own aggregate condition. Of this
the great majority of them have until now been incapable, either
from the uncultivated state of their intelligence, or from poverty,
which leaving them neither the fear of worse, nor the smallest hope
of better, makes them careless of the consequences of their actions,
and without thought for the future.

§ 3. For the purpose therefore of altering the habits of the
labouring people, thare is need of a twofold action, directed
simultaneously upon their intelligence and their poverty. An
effective national education of the children of the labouring class, is
the first thing needful; and, coincidont|y with this, a system of
measures which shall (as the Revolution did in France) extinguish
extreme poverty for one whole generation.

This is not the place for discussing, even in the most genera]
manner, either the principles or the machinery of national education.
But it is to be hoped that opinion on the subject is advancing, and
that an education of mere words would not now be deemed sufficient,

slow as our progress is toward providing anything better even for
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the classes to whom society professes to give the very best education
it can devise. Without entering into disputable points, it may be
asserted without scruple, that the aim of all intellectual training for
the mass of the people should be to cultivate common sense ; to
qualify them for forming a sound practical judgment of the circum-
stauce8 by which they are surrounded. Whatever, in the intellectual
department, can be superadded to this, is chiefly ornamental;
while this is the indispensable groundwork on which education
must rest. Let this object be acknowledged and kept in. view a_
the thing to be first aimed at, and there will be little difficulty in
deciding either what to teach, or in what manner to teach it.

An education directed to diffuse good sense among the people,
with such knowledge as would qualify them to judge of the ten-
dencies of their actions, would be certain, even without any direct
inculcation, to raise up a public opinion by which intemperance
and improvidence of every kind would be held discreditable, and
the improvidence which overstocks the labour market would be
severely condemned, as an offence against the common weaL But
though the sufficiency of such a state of opinion, supposing it formed,
to keep the increase of population within proper limits, cannot, I
thinlr; be doubted ; yet, for the formation of the opinion, it would
not do to trust to education alone. Education is not compatible
with extreme poverty. It is impossible effectually to teach an
indigent population. And it is dif_cnlt to make those feel the value
of comfort who have never enjoyed it, or those appreciate the
wretchedness of a precarious subsistence, who have been made
reckless by always living from hand to mouth. Individuals often
struggle upwards into a condition of ease; but the utmost that
can be expected from a whole people is to maintain themselves in
it ; and improvement in the habits and requirements of the mass of
unskilled day-labourers will be difficult and tardy, unless means
can be contrived of raising the entire body to a state of tolerable
eomfort, and maintaining them in it until a new generation grows up.

Towards effecting this object there are two resources available,
without wrong to any one, without any of the liabilities of mischief
attendant on voluntary or legal charity, and not only without
weakening, but on the contrary strengthening, every incentive to
industry, and every motive to forethought.

§ 4. The first is a great national measure of colonization. I
mean, a grant of public money, sufficient to remove at once, and
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establiah in the colonies, a considerable h_Lction of the youthful

agricultural population. By giving the preference, as Mr.
Wakefield proposes, to young couples, or when these cannot be
obtained, to families with children nearly grown up, the expenditure

would be made to go the farthest possible towards accomplishing the
end, while the colonies would be supplied with the greatest amount
of what is there in deficiency and here in superfluity, present and

prospoctlve labour. It has been shown by others, and the grounds
of the opinion will be exhibited in a subsequent part of the present
work, that colonization on an adequate scale might be so conducted
as to cost the country nothing, or nothing that would not be

certainly repaid; and that the funds required, even by way of
advance, would not be drawn from the capital employed in

maintaining labour, but from that surplus which cannot find
employment at such profit as constitutes an adequate remuneration
for the abstinence of the possessor, and which is therefore sent
abroad for investment, or wasted at home in reckless speculations.

That portion of the income of the country which is habitually
ineffective for any purpose of benefit to the labouring class,

would bear any draught which it could be necessary to make on it
for t_heamount of emigration which is here in view.

1 The second resource would be, to devote all common land,

hereafter brought into cultivation, to raising a class of small
proprietors. It has long enough been the practice to take these
lands from public use for the mere purpose of adding to the
domains of the rich. It is time that what is left of them should be

retained as an estate sacred to the benefit of the poor, The
machine for administering it already exists, having been created

by the General Inclosure Act. What I would propose (though

x _rhe following sentences ofthe original text were omitted in the Brded.
(1852) from the beginning ef this paragraph: " To the case of Ireland, in her
present crisisoftransition, colonization, as the exclusive remedy, is, I conceive,
unsuitable. The Irish arenearly the worst adapted peoplein Europefor settlers
in the wfldermms: nor should the founders of nations, destined perhaps to be
the most powedni in the world, bedrawn principally from the least civilized and
least improved inhabitante of old oountriea It is most fortunate therefore
that the unoccupied lands of Ireland herselfafforda resourceso nearly adequate
to the emergency, as reduces emigration to a rank merely subsidiary. In
England and Scotland, with s population muchless excessive, and better adapted
to a settler's life, colonization must be the chief resourcefor easing the labour
market, and improving the condition of the exist_g generation of labourers so
materially as to raise the permanent standard of habits in the generation
following. But England too has waste lands, though lessextensive than tbo_
of Ireland : and the second resouree, &a_."l
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I eonfem, with small hope of its being soon adopted)is, that in
all future cases in which common land is permitted to be enclosed,
such portion should first be sold or assigned as is sufficient to
compensate the owners of manorial or common rights, and that
the remainder should be divided into sections of five acres or

thereabouts, to be conferred in absolute property on individuals
M the labouring class who would reclaim and bring them into
cultivation by their own labour. The preference should be given
to such labourers, and there are many of them, as had saved
enough to maintain them until their first crop was got in, or
whose character was such as to induce some responsible person
to advance to them the requisite amount on their personal
security. The tools, the manure, and in some cases the subsistence
also might be supplied by the parish, or by the state; interest
for the advance, at the rate yielded by the public funds, being
laid on as a perpetual quit-rent, with power to the peasant to
redeem it at any time for a moderate number of years' purchase.
These little landed estates might, if it were thought necessary,
be made indivisible by law; though, if the plan worked in the
manner dezigned, I should not apprehend any objectionable
degree of subdivision. In case of intestaoy, and in default of
amicable arrangement among the heirs, they might be bought by
government at their value, and regranted to some other labourer

who would give security for the price. The desire to possess one
of these small properties would probably become, as on the
Continent, an inducement to prudence and economy pervading the
whole labouring population ; and that great desideraLmm among a
people of hired labourers would be provided, an intermediate class
between them and their employers ; affording them the double
advantage, of an object for their hopes, and, as there would be good
reason to anticipate, an example for their imitation.

It would, however, be of little avail that either or both of these

measures of relief should be adopted, unless on such a scale as would
enable the whole body of hired labourers remaining on the soil to
obtain not merely employment, but a large addition to the present
wages--such an addition as would enable them to live and bring up
their children in a degree of comfort and independence to which
they have hitherto been strangers. When the object is to raise the
permanent condition of a people, small means do not merely
produ_ small effects, they produce no effect at all. Unless comfol't
can be made as habitual to a whole generation as indigence is now,



N4 B00XlL _APT]g]gXIIL |4

nothing is accomplished ; and feeble half-meamu_ do but fritter
away resources, far better x_erved until the improvement of public
opinion and of education shall raise up politicians who will not think
that merely becanse a scheme pmndses muehj the part ol
atateem_n,hip is to have nothingto do with it.

1 1 have left the preceding paragraphs as they were written, einee
they x_maln true in principle, though it is no longer urgent to apply
these specific x_commendatious to the present state of this country.
The extraordins_ry cheapening of the means of transport_ which is
one of the great scientific achievements of the age, and the
knowledge which nearly all classes of the people have now acquired, oz
are in the way of acqu_ing, of the condition of the labour market in
remote parts of the world, have opened up a epontaneous emigration
from these islands to the new countries beyond the ocean, which
does not tend to diminish, but to increase ; and which, without any
national measure of systematic colonization, may prove eal_cient
to effect a material rise of wages in Great Britain, as it has already
done in Ireland, and to m_in_n that dee unimpeded for one or
more genexation_ Emigration, _d of an occasional vent, is
becoming a steady outlet for superfluous numbers ; and this new
fact in modern history, together with the flush of prosperity
occasioned by free trade, have granted to this overcrowded country a
temporary breathing-time, capable of being employed in accomplish-

ing those moral and intellectual improvements in all classes of the
people, the very poorest included, which would render improbable
any relapse into the over-poopled state. Whether this golden
opportunity will be properly used, depends on the wisdom of our
cotmcils ; and whatever depends on that, is always in a high degree
precarious. The grounds of hope axe, that there has been no time
in our history when mental progress has depended so little on gove_-
merits, and so much on the general dislx_ition of the people; none
in which the spirit of improvement has extended to so many bt_uehee
of human ai%irs at once, nor in which all kinds of suggestions tend-
ing to the public good in every deportment, from the humblest
physical to the highest moral or intellectual, were heard with so
.littleprejudice_and had Io good a chanc_ olbecoming known and

being_ _idered.

1 [Added ia the eth _1. (186_).



CHAPTER XIV

O_' THB DIFFERENCES OF WAGES IW DIFFRRENT

EMPLOYMENTS

§ 1. IN treating of wages, we have hitherto confined ourselves
to the causes which operate on them generally, and en masse ; the
laws which govern the remuneration of ordinary or average labour :
without reference to the existence d different kinds of work which

are habitually paid at different rates, depending in some degree on
different laws. We will now take into consideration these differenee|_
and examine in what manner they affect or are affected by the
conclusions already establishecL

A well-known and very popular chapter of Adam Smith *
contains the best exposition yet given of this portion of the subject.
I cannot indeed think his treatment so complete and exhaustive as
it has sometimes been considered ; but, as far as it goes, his analysis
is tolerably successful.

The differences, he says, arise partly from the policy ofEurope,
which nowhere leaves thln_ at perfect liberty, and partly "from
certain cirellmstances in the employments themselves, which either
really, or at least in the imaginations of men, make up for a small
pecuniary gain in some, and counterbalance a great one in others."
These chrcnmatances he considers to be : "First, the agreeableness
or disagreeableness of the employments themselves ; secondly, the
easiiless and cheapness, or the difficulty and expense of learning
them; thirdly, the constancy or inconstancy of employment in them;
fourthly, the small or great trust which must be reposed in those who
exercise them; and fdttdy, the probability or improbability oi
success in them/'

_everal of these pointa he has very copiously illustrated : though
his examples axe sometimes drawn from a state of facts now no
longer existing. "The wages of labour vary with the ease or

• We_tJ_ of _/o_, book L oh. 10.
Q
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hardship, the cleanliness or dirtiness, the honourableness or dishonour.

ableness of the employment. Thus, in most places, take the year
round, a iourueyman tailor earns less than a journeyman weaver.
His work is much easier." Things have much altered, as to a
weaver's remuneration, since Adam Smith's time ; and the artizan

whose work was more difficult than that of a tailor, can never, I
think, have been the common weaver. "A journeyman weaver
earns less than a journeyman smith. His work is not always easier,
but it is much cleanlier." A more probable explanation is, that it

requires less bodily strength. "A journeyman blacksmith, though
an artificer, seldom earns so much in twelve hours as a collier, who is

only a labourer, does in eight. His work is not quite so dirty, is less
dangerous, and is carried on in daylight, and above ground. Honour
makes a great part of the reward of all honourable professions. In
point of pecuniary gain, all things considered," their recompense is,
in his opinion, below the average. "Disgrace has the contrary
effect. The trade of a butcher is a brutal and an odious business ;

but it is in most places more profitable than the greater part o!
common trades. The most detestable of all employments, that of
public executioner, is, in proportion to the quantity of work done,
better paid than any common trade whatever."

One of the causes which make handloom weaver8 cling [1848] to
their occupation in spite of the scanty remuneration which it now
yields, is said to be a peculiar attractiveness arising from the freedom
of action which it allows to the workman. "He can play or idle,"
says a recent authority,* "as feeling or inclination lead him ; rise

early or late, apply himself assiduously or carelessly, as he pleases,
and work up at any time, by increased exertion, hours previously
sacrificed to indulgence or recreation- There is scarcely another
condition of any portion of our working population thus free from
external control. The factory operative is not only mulcted of
his wages for absence, but, if of frequent occurrence, discharged
altogether from his employment. The bricklayer, the carpenter: the
painter, the joiner, the stonemason, the outdoor labourer, have

each their appointed daily hours of labour, a disregax_ of which
would lead to the same result." Accordingly," the weaver will stand
by his loom while it will enable him to exist, however miserably;
and many, induced temporarily to quit it, have returned to it again,
when work was to be had."

"Employment _ is much more constant," continues Adam

* Mr.guggeridge's Report to the Hand.loomWeavers Inquiry Corn
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Smt_ "in some trades than in others. In the greater part of manuo
factures, a journeyman may be pretty mire of employment almost
every day in the year that he is able to work" (the interruptions
of business arising from overstocked markets or from a suspension
of demand, or from a commercial crisis, must be excepted). "A
mason or bricklayer, on the contrary, can work neither in hard
frost nor in foul weather, and his employment at all other times
depends upon the occasional calls of his customers. He is liable,
in consequence, to be frequently without any. What he earns,
therefore, while he is employed, must not only maintain him while
he is idle, but make him some compensation for those anxious and
desponding moments which the thought of so precarious a situation
must sometimes occasion. When the computed earnings of the
greater part of manufacturers, accordingly, are nearly upon a level
with the day wages of common labourers, those of masons and

bricklayers are generally from one-half more to double those wages.
No species of skilled labour, however, seems more easy to learn than
that of masons and bricklayers. The high wages of those workmen,
therefore, are not so much the recompense of their skill, as the
compensation for the inconstancy of their employment.

"When the inconstancy of the employment is combined with the
hardship, disagreeableness, and dirtiness of the work, it sometimes
raises the wages of the most common labour above those of the
most skilled artificers. A collier working by the piece is supposed,
at Newcastle, to earn commonly about double, and in many parts
of Scotland about three times, the wages of common labour. H_
high wages arise altogether from the hardship, disagreeableness,
and dirtiness of his work. His employment may, upon most
occasions, be as constant as he pleases. The coal-beavers in London
exercise a trade which in hardship, dirtiness, and disagreeableness,
almost equals that of colliers ; and from the unavoidable irregularity
in the arrival of coal-ships, the employment of the greater part of
them is necessarily very inconstant. If colliers, therefore, commonly
earn double and triple the wages of common labour, it ought not
to _em unreasonable that coal-hearers should sometimes earn

four or five times those wages. In the inquiry made into their
condition a few years ago, it was found that at the rate at which
they were then paid, they could earn about four times the wages of
common labour in London. How extravagant soever these earnings

may appear, if they were more than sufficient to compensate all the
disagreeable circnmAtances of the business, there would soon be no
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great a number of competitors as, in a trade which has no exclusive
privilege, would quickly reduce them to a lower rate."

These inequalities of remuneration, which are supposed to
compensate for the disagreeable circumstances of particular employ-
ments, would, under certain conditions, be natural consequences
of perfectly free competition: and as between employments of
about the same grade, and filled by nearly the same description of
people, they are, no doubt, for the most part, realized in practice.
But it _s altogether a false view of the state of facts, to present
this as the relation which generally exists between agreeable and
disagreeable employments. The really exhausting and the really
repulsive labours, instead of being better paid than others, are
almost invariably paid the worst of all, because performed by those
who have no choice. It would he otherwise in a favourable state

of the general labour market. If the labourers in the aggregate,
instead of exceeding, fell short of the amount of employment, work
which was generally disliked would not be undertaken, except for
more than ordinary wages. But when the supply of labour so far
exceeds the demand that to find employment at all is an uncertainty,
and to be offered it on any terms a favour, the case is totally the
reverse. Desirable labourers, those whom every one is anxious
to have, can still exercise a choice. The undesirable must take

what they can get. The more revolting the occupation, the more
certain it is to receive the minimum of remuneration, because it
devolves on the most helpless and degraded, on those who from
squalid poverty, or from want of skill and education, are rejected
from all other employments. Partly from this cause, and partly
from the natural and artificial monopolies which will he spoken of
presently, the inequalities of wages are generally in an opposite
direction to the equitable principle of compensation erroneously
represented by Adam Smith as the general law of the remuneration
of labour. The hardships and the earnings, inatead of being directly
proportional, as in any just arrangements of society they would be,
are generally in an inverse ratio to one another, z

i [This paragraphwas inserted in the 3rded. (1852). At the same time the
following _ph disappeared from the priding page : "There is no
difficulty in understandin_ the operative principle in all these vases. H, with
complete freedom of oompetitiou, labour of different degre_ of d_ir-_blenem
were paid slike, oompstitore would _mwd into the more attraotive employ.
ments, and desert the less eligible, thus lowering w_ges in the first, sad rs/sing
them in the second,until there would be suohs differenceof reward u to balanoe
in common estimation the difference of ¢'hgibility. Under tim unobst_l_oM
influence of competition, wag_ tend to adjuat them_lvza in such a mam_
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One of the points best illustrated by Adam Smith is the influence
exercised on the remuneration of an employment by the uncertainty
of succe_ in it. If the chances are great of total failure, the reward
in case of success must be snl_cient to make up, in the general
estimation, for those adverse chances. But, owing to another
principle of human nature, if the reward comes in the shape of a
few great prizes, it usually attracts competitors in such numbers,
that the average remuneration may be reduced not only to zero,
but even to a negative quantity. The success of lotteries proves
that this is possible: since the aggregate body of adventurers in
lotteries necessarily lose, otherwise the undertakers could not gain.
The case of certain professions is considered by Adam Smith to be
similar. "The probability that any particular Person shall ever
be qualified for the employment to which he is educated, is very
different in different occupations. In the greater part of mechanic
trades, success is almost certain, but very uncertain in the liberal
professions. Put your son apprentice to a shoemaker, there is little
doubt of his learning to make a pair of shoes ; but send hlm to study
the law, it is at least twenty to one ff ever he makes such proficiency
as will enable him to live by the business. In a Perfectly fair lottery
those who draw the prizes ought to gain all that is lost by those who
draw the blanks. In a profession where twenty fail for one that
succeeds, that one ought to gain all that should have been gained by
the unsuccessful twenty. The counsellor-at-law, who, Perhaps, at
near forty years of age, begins to make something by his profession,
ought to receive the retribution, not only of his own so tedious and
expensive education, but of that of more than twenty others who
are never likely to make anything by it. How extravagant soever
the fees of counsellors-at-law may sometimes appear, their real
retribution is never equal to this. Compute, in any particular place,
what is likely to be annually gained, and what is likely to be
annually spent, by all the different workmen in any common trade,
such at that of shoemakers or weavers, and you will find that the
former sum will generally exceed the latter. But make the same
computation with regard to all the counsellors and students of law,
in all the different inns of court, and you will find that their annual
gains bear but a small proportion to their annual expense, even
though you rate the former as high, and the latter as low, as can
well be done."

that the situation and prospects of the labourers in all employments shall be.
in the general estimation, as nearly as possible on a par."]
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Whether this is true in our own day, when the gains of the few
are incomparably greater than in the time of Adam Smith, but also
the unsuccessful aspirants much more numerous, those who have
the appropriate information must decide. It doe8 not, however,
seem to be sufficiently considered by Adam Smith, that the prizes
which he speaks of comprise not the fees of counsel only, but the
places of emolument and honour to which their profession gives
access, together with the coveted distinction of a conspicuoue
position in the public eye.

Even where there are no great prizes, the mere love of excitement
sometimes enough to cause an adventurous employment to be

overstocked. This is apparent "in the readiness of the common
people to enlist as soldiers, or to go to sea .... The dangers and
hair-breadth escapes of a life of adventures, instead of disheartening
young people, seem frequently to recommend a trade to them.
A tender mother, among the inferior ranks of people, is often
afraid to send her son to school at a seaport town, lest the sight of
the ships and the conversation and adventures of the sailors should
entice him to go to sea. The distant prospect of hazards from
which we can hope to extricate ourselves by courage and address,
is not disagreeable to us, and does not raise the wages of labour _u
any employment. It is otherwise with those in which courage and
address can be of no avail. In trades which are known to be very
unwholesome, the wages of labour are always remarkably high.
Unwholesomeness is a species of disagreeableness, and its effect upon
the wages of labour are to be ranked under that general head."

§ 2. The precedingare cases in which inequality of remuneration
is necessary to produce equality of attractiveness, and are examples
of the equalizing e_tect of free competition. The following are
cases of real inequality, and arise from a different principle. "The
wages of labour vary according to the small or great trust _vhich
must be reposed in the workmen. The wages of goldsmiths and
jewellers are everywhere superior to those of ma_y other workmen a
not only of equal, but of much superior ingenuity ; on account of
the precious materials with which they are intrusted. We trust our
health to the physician, our fortune and sometimes our life and
reputation to the lawyer and attorney. Such confidence could
not safely be reposed in people of a very mean or low condition.
Their reward must be such_ therefore_ as may give them that rank in

society which so important a trust require"
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The superiority of reward is not ]1ere the cousequence of com-
petition, but of its absence : not a compensation for disadvantages
inherent in the employment, but an extra advantage; a kind of
monopoly price, the effect not of a legal, but of what has been termed
a natural monopoly. H all labourers were trustworthy, it would
not be necessary to give extra pay to working goldsmiths on account
of the trust. The degree of integrity required being supposed
to be uncommon, those who can make it appear that they possess
it are able to take advantage of the peculiarity, and obtain higher
pay in proportion to its rarity. This opens a class of considerations
which Adam Smith, and most other political economists, have taken
into far too little account, and from inattention to which, he has
given a most imperfect exposition of the wide difference between
the remuneration of common labour and that of skilled employments.

Some employments require a much longer time to learn, and a
much more expensive course of instruction than others ; and to this
extent there is, as explained by Adam Smith, an inherent reason
for their being more highly remunerated. If an artizan must work
several years at learning his trade before he can earn anything, and
several years more before becoming sufficiently skilful for its finer
operations, he must have a prospect of at last earning enough to
pay the _ages of all this past labour, with compensation for the
delay of payment, and an indemnity for the expenses of his education.
His wages, consequently, must yield, over and above the ordinary
amount, an annuity sufficient to repay these sums, with the common
rate of profit, within the number of years he can expect to live
and to be in working condition. This: which is necessary to place
the skilled employments, all circumstances taken together, on the
same level of advantage with the unskilled, is the smallest difference
which can exist for any length of time between the two remunerations,
since otherwise no one would learn the skilled employments. And
this amount of difference is all which Adam Smith's principles
account for. When the disparity is greater, he seems to think that
it must be explained by apprentice laws, and the rules of corporations
which restrict admission into many of the skilled employments.
But, independently of these or any other artificial monopolies, there
is a natural monopoly in favour of skilled labourers against the
unskilled, which makes the difference of reward exceed, sometimes
in a manifold proportion, what is sufficient merely to equalize
their advantages. If unskilled labourers had it in their power to
compete with akilled, by merely taking the trouble of learning the
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trade, the di_erenee of wage_ might not exceed what would com-
pensate them for that trouble, at the ordinary rate at which labou_
is remunerated. But the fact that a course of instruction is required,
of even a low degree of costliness, or that the labourer must be
maintained for a considerable time from other sources, suffices
everywhere to exclude the great body of the labouring people
from the possibility of any such competitio_ Until lately:1 all
employments which required even the humble education of reading
and writing, could be recruited only from a select class, the majority
having had no opportunity of acquiring those attainments. All
such improvements, accordingly, were immensely overpaid, as
measured by the ordinary remuneration of labour. Since reading
and writing have been brought within the reach of a multitude,
the monopoty price of the lower grade of educated employ_aents
has greatly faUen, the competition for them having increased in
an almost incredible degree. There is still, however, a much
greater disparity than can be accounted for on the principle of
competition. A clerk from whom nothing is required but the
mechanical labour of copying, gains more than an equivalent for
his mere exertion if he receives the wages of a bricklayer's labourer.
His work is not a tenth part as hard, it is quite as easy to learn,
and his condition is less precarious, a clerk's place being generally
a place for life. The higher rate of his remuneration, therefore,
must be partly ascribed to monopoly, the small degree of education
required being not even yet so generally dif_ed as to call forth
the natural number of competitors ; and partly to the remaining
influence of an ancient custom, which requires that clerks should
maintain the dress and appearance of a more highly paid class.
In some manual employments, requiring a nicety of hand which
0an only be acquired by long practice, it is difScult to obtain at any
oost workmen in sufficient numbers, who are capable of the most
delicate kind of work ; and the wages paid to them are only limited
by the price which purchasers are willing to give for the oommodity
they produce. This is the case with some working wa_hmakers,
and with the makers of some astronomical and optical instruments.
If workmen competent to such employments were ten times as
numerous as they are, there would be purchasers for all which they
could make, not indeed at the present prices, but at those lower
prices which would be the natural consequence of lower wages.
Similar considerations apply in a still greater degree to employments

[Writingin 184&]
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which it is attempted to confine to persons of a certain social rank,
such as what are called the liberal professions ; into which a perso_
of what is considered too low a class of society is not ea_l_
admitted, and if admitted, does not easily succeed.

So complete, indeed, has hitherto been the separation, so strongly
marked the line of demarcation, between the different grades of

labourers, as to be almost equivalent to an hereditary distinction of
caste; each employment being chiefly recruited from the children
of those already employed in it, or in employments of the same
rank with it in social 8s_mation, or from the children of persons who,
if originally of a lower rank, have succeeded in raising themselves
by their exertions. The liberal professions are mostly supplied by
the sons of either the professional, or the idle classes: the more
highly skilled manna] employments are filled up from the sons of
skilled artizans, or the class of tradesmen who rank with them : the
lower classes of skilled employments are in a similar case; and
nna_l]ed labourers, with occasional exceptions, remain from father to
son in their pristine condition. Consequel_tly the wages of each
class have hitherto been regulated by the increase of its own popula-
tion, rather than of the general population of the country. If the
professions are overstocked, it is because the class of society from
which they have always mainly been supplied, has greatly increased
in number, and because most of that class have numerous families,
and bring up some at least of their sons to professions. If the
wages of artizans remain so much higher than those of common
labourers, it is because artizans are a more prudent class, and do

not marry so early or so inconsiderately. The changes, however,
now so rapidly talrlng place in usages and ideas, are undexmining
all these distinctions; the habits or disabilities which chained
people to their hereditary condition are fast wearing away, and every
class is exposed to increased and increasing competition from at
least the class immediately below it. The general relaxation of
conventional barriers, and the increased facilities of education
which already are, and will be in a much greater degree, brought
within the reach of all, tend to produce, among many excellent
ettects, one which is the reverse ; they tend to bring down the wag_
of RM]led labour. The inequality of remuneration between the
skilled and the unskilled is, without doubt, very much greater than
is justifiable; but it is desirable that this should be corrected by
raising the unskilled, not by lowering the skilled. If, however, the
other changes ta]_ pl_e in _iety are not accompanied by a

02
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strengthening of the checki to population on the part of |at:reuters
generally, there will be a tendency to bring the lower grades of
skilled labourers under the influence of a rate of increase regulated
by a lower standard of living than their own, and thus to deteriorate
their condition without raising that of the general mass ; the etimu]ns

given to the multiplication of the lowest class being sufficient to fill
up without difficulty the additional space gained by them from those
immediately above.

§ 3. A modifying circunmtance still remains to be noticed,

which interferes to some extent with the operation of the principles
thus far brought to view. While it is true, as a general rule, that
the earnings of skilled labour, and especially of any labour which
requires school education, are at a monopoly rate, from the im-

possibility, to the mass of the people, of obtaining that education ;
it is also true that the policy of nations, or the bounty of individuals,
formerly did much to counteract the effect of this limitation of

competition, by offering eleemosynary instruction to a much larger
class of persons than could have obtained the same advantages by
paying their price. Adam Smith has pointed out the operation of
this cause in keeping down the remuneration of scholarly or boo_iRh
occupations generally, and in particular of clergymen, literary men,
and schoolmasters, or other teachers of youth. I cannot better set
forth this part of the subject than in his words.

"It has been considered as of so much importance that a proper
number of young people should be educated for certain professions,
that sometimes the public, and sometimes the piety of private
founders, have established many pensions, scholarships, exhibitions,
bursaries, &c. for this purpose, which draw many more people into
those trades than could otherwise pretend to follow them. In all

Christian countries, I believe, the education of the greater part of
churchmen is paid for in this manner. Very few of them are
educated altogether at their own expense. The long, tedious, and

expensive education, therefore, of those who are, will not always
procure them a suitable reward, the Church being crowded with
people who, in order to get employment, are willing to accept of a
much smaller recompense than what such an education would
otherwise have entitled them to: and in this manner the com-
petition of the poor takes away the reward of the rich. It would be

indecent, no doubt, to compare either a curate or a chaplain with
a journeyman in any common trade. The pay of a curate oF a
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cltaplain, however, may very properly be considered as of the same

nature with the wages of a journeyman. They are, all three, paid
for their work according to the contract which they may happen to
make with their respective superiora Till after the middle of the
fourteenthcentury,five marks, containingas much silver as ten

pounds of our presentmoney, was in England the usualpay ofa

curateora stipendiaryparishpriest,aswe finditregulatedby the

decrees of several different national councils. At the same period
fourpence a day, containing the same quantity of silver as a shilling
of our present money, was declared to be the pay of a master-mason,
and threepence a day, equal to ninepence of our present money,
that of a journeyman mason.* The wages of both these labourers,
therefore, supposing them to have been constantly employed, were
much superior to those of the curate. The wages of the master-

mason, supposing him to have been without employment one-third
of the year, would have fully equalled them. By the 12th of Queen
Anne, c. 12, it is declared, ' That whereas for want of sumcient

maintenance and encouragement to curates, the cures have in
several places been meanly supplied, the bishop is therefore em-
powered to appoint by writing under his hand and seal a su_cient
certain stipend or allowance, not exceeding fifty, and not less than
twenty pounds a year.' Forty pounds a year is reckoned at present
very good pay for a curate, and notwithstanding this act of parlia-
ment, there are many curacies under twenty pounds a year. This
last sum does not exceed what is frequently earned by common
labourers in many country parishes. Whenever the law has
attempted to regulate the wages of workmen, it has always been
rather to lower them than to raise them. But the law has upon
many occasions attempted to raise the wages of curates, and for the
dignity of the Church, to oblige the rectors of parishes to give them
more than the wretched maintenance which they themselves might
be wilIin_ to accept oL And in both cases the law seems to have

been equally ineffectual, and has never been either able to raise the
wages of curates or to sink those of labourers to the degree that was
intended, because it has never been able to hinder either the one

fzom be_ willin_ to accept of less than the legal allowance, on
account of the indigence of their situation and the multitude of
their competitors ; or the other from receiving more, on account of
the contrary competition of those who expected to derive either
profit or pleasure from employing them."

* See t_o Statute of I_ 25 Edw. IIL
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"In professions in which there are no benefices, such as law (_)
and physic, if an equal proportion of people were educated at the
public expense, the competition would soon be so great as to sink
very much their pecun/ary reward. It might then not be worth
any man's while to educate his son to either of those professions at
his own expense. They would be entirely abandoned to such as
had been educated by those public charities ; whose numbers and
necessities would oblige them in general to content themselves with
a very miserable recompense.

"That unprosperous race of men, commonly called men of
letters, are pretty much in the situation which lawyers and physicians
probably would be in upon the foregoing supposition. In every
part of Europe, the greater part of them have been educated for the
Church, but have been hindered by ditterent reasons from entering
into holy orders. They have generally, therefore, been educated
at the public expense, and their numbers are everywhere so
great as to reduce the price of their labour to a very paltry
recompense.

"Before the invention of the art of printing, the only employ-
ment by which a man of lettem could make anything by his talents,
was that of a public or private teacher, or by communicating to
other people the curious and nseflfl knowledge which he had acquired
himself : and this is still surely a more honourable, a more useful,
and in general even a more profitable employment than that other
of writing fer a bookseller, to which the art of printing has given
occasion. The time and study, the genius, knowledge, and applica-
tion requisite to qualify an eminent teacher of the sciences, are at
leastequaltowhat isnecessaryforthegreatestpractitionersin
law and physic.But theusualrewardof the eminentteacher
bearsnoproportiontothatofthelawyerorphysician;becausethe
tradeoftheoneiscrowdedwithindigentpeoplewho havebeen
broughtup toitatthepublicexpense,whereasthoseoftheother
two areencumberedwithveryfewwho havenotbeeneducatedat

theirowm The usualrecompense,however,ofpublicand private
teachers,smallasitmay appear,wouldundoubtedlybelessthan
itis,ifthecompetitionofthoseyetmoreindigentmen ofletterswho
writeforbreadwas not takenoutofthemarket. Beforethein-

ventionoftheartofprinting,a scholaranda beggarseemtohave
been terms very nearly synonymou_ The dit_erent governors o|
the universities before that time appear to have often granted
licences to their scholars to beg."
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§ 4. The demand for literary labour has so greatly increased since
Atl_m Smith wrote, while the provi_ons for eleemosynary educa-
tion have nowhere been much added to, and in the countries which
have undergone revolutions have been much diminished, that littie
effect in keeping down the recompense of literary labour can now
be ascribed to the influence of those institutions. But an effect

nearly equivalent is now produced by a cause somewhat similar--
the competition of persons who, by analogy with other arts, may be
called amateurs. Literary occupation is one of those pursuits in
which succe_ may be attained by persons the greater part of whose
time is taken up by other employments; and the education
necessary for it is the common education of all cultivated persons.
The inducements to it, independently of money, in the present state
of the world, to all who have either vanity to gratify, or personal or

public objects to promote, are strong. These motives now attract
into this career a great and increasing number of persons who do not
need its pecuniary fruits, and who would equally resort to it if it
afforded no remuneration at all In our own country (to cite known
examples), the most influential, and on the whole most eminent
philosophical writer of recent times (Bentham), the greatest
political economist (Ricardo), the most ephemerally celebrated,
and the really greatest poets (Byron and Shelley), and the most
succeesful writer of prose fiction (Scott), were none of them authors

by profession ; and only two of the five, Scott and Byron, could have
supported themselves by the works which they wrote. Nearly all
the higher departments of authorship are, to a great extent, similarly
filled. In consequence, although the highest pecuniary prizes of
successful authorship are incomparably greater than at any former
period, yet on any rational calculation of the chances, in the exist-
ing competition, scarcely any writer can hope to gain a living by
books, and to do so by magazines and reviews becomes [1848] daily
more difl_culia It is only the more troublesome and disagreeable
kinds of literary labour, and those which confer no personal celebrity,
such as most of those connected with newspapers, or with the smaller
periodicals, on which an educated person can now rely for subsistence.
Of these, the remuneration is, on the whole, decidedly high ; because,
though exposed to the competition of what used to be called "poor
l_holars" (persons who have received a learned education from
some public or private charity), they are exempt from that of
amateurs, those who have other means of support being seldom
candidates for such employments. Whether these considerationl
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are not connected with something radically ami_ in the idea of

authorship as a profession, and whether any social arrangement
under which the teachers of mankind consist of persons giving out
doctrines for bread, is suited to be, or can possibly be, a permanent

thingmwould be a subject well worthy of the attention of thinkers.
The clerical, like the literary profeesiou, is frequently adopted

by persons of independent means, either from religions zeal, or for
the sake of the honour or nsefulness which may belong to it, or

for a chance of the high prizes which it holds out: and it is now prin-
cipally for this reason that the salaries of curates are so low ; those
salaries, though considerably raised by the influence of public
opinion, being still generally insufficient as the sole means of support
for one who has to maintain the externals expected from a clergyman
of the established church.

When an occupation is carried on chiefly by persons who derive
the main portion of their subsistence from other sources, its remunera-
tion may be lower almost to any extent than the wages of equally
severe labour in other employments. The principal example of
the kind is domestic manufactures. When spinning and knitting
were carried on in every cottage, by families deriving their principal
support _om agriculture, the price at which their produce was sold
(which constituted the remuneration of the labour) was often so
low, that there would have been required great perfection of

machinery to undersell it. The amount of the remuneration in
such a case depends chiefly upon whether the quantity of the
commodity, produced by this description of labour ssuffices to supply
the whole of the demand. If it does not, and there is consequently
a necessity for some labourers who devote themselves entirely to
the employment, the price of the article must be suf_cient to pay
those labourers at the ordinary rate, and to reward therefore very
handsomely the domestic producers. But if the demand is so
limited that the domestic manufacture can do more than satisfy it,
the price is naturally kept down to the lowest rate at which peasant
families think it worth while to continue the production. It is, no
doubt, because the Swiss a_ams do not depend for the whole of
their subsistence upon their looms, that Zurich is able to maintain
a competition in the European market with English capital, and
English fuel and machinery.* Thus far, as to the remuneration of

* Four-fifths of the manufacturers of the Canton of Zurich are small
fmwzers,generally proprietors of their farms. The cotton manuf_oture occu.
pleaeither wholly or partially 23,000 people, nearly a tenth part of the popu_
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the subsidiary employment ; but the effect to the labourers of
having this additional resource, is almost certain to be (unless
peculiar counteracting causes intervene) a proportional diminution
of the wages of their main occupation. The habits of the people
(as has already been so often remarked) everywhere require some
particular scale of living, and no more, as the condition without
which they will not bring up a family. Whether the income which
maintains them in this condition_comes from one source or from two,

makes no difference: if there is a second source of income, they
require less from the first; and multiply (at least this has always
hitherto been the case) to a point which leaves them no more from
both employments, than they would probably have had from either
if it had been their sole occupation.

For the same reason it is found that, _ _m_, those trades
are generally the worst paid, in which the wife and children of the
artisan aid in the work. The income which the habits of the class

demand, and down to which they are almost sure to multiply, is
made up, in those trades, by the earnings of the whole family, while
in others the same income must be attained by the labour of the
man alone. It is even probable that their collective earnings will
amount to a smaller sum than those of the man alone in other

trades ; because the prudential restraint on marriage is unusually
weak when the only consequence immediately felt is an improve-
ment of circumstances, the joint earnings of the two going further in
their domestic economy after marriage than before. Such accord-
ingly is the fact, in the case of handloom weavers. In most kinds of
weaving, women can and do earn as much as men, and children are
employed at a very early age; but the aggregate earnings of a
family are lower than in almost any other kind of industry, and the
marriages earher. It is noticeable also that there are certain
branches of handioom weaving in which wages are much above the
rate common in the trade, and that these are the branches in which

neither women nor young persons are employed. These facts were
authenticated by the inquiries of the Handloom Weavers Come
minion, which made its report in 1841. 1No argument can be
hence derived for the exclusion of women from the liberty of
competing in the labour market : since, even when no more is earned

iation, and they oonaume a greater quantity of cotton per inhabitant than
either France or England. See the 8taCtical Accent of Zurir,h formerly
cited, pp. 105, 108, 110.

I [The first and third of the following sentencee were added in the 3rd ed.
(1852); the second wm inserted in the 6th ed. (1865).]
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by the labour of a man and a woman than would have been earned
by the man alone, the advantage to the woman of not depending on
a master for subsistence may be more than an equivalent. It cannot,
however, be considered desirable as a permanent element in the
condition of a labouring class, that the mother of the family (the case
of a single woman is totally different) should be under the necessity
of working for subsistence, at least elsewhere than in their place of
abode. In the case of children, who are necessarily dependent, the
influence of their competition in depressing the labour market is an
important element in the question of limiting their labour, in order
to provide better for their education.

§ 5. It deserves consideration, why the wages of women axe
generally lower, and very much lower, than those of mexL They
are not universally so. Where men and women work at the same
employment, if it be one for which they are equally fitted in point
of physical power, they are not always unequally paid3 Women,
in factories, sometimes s earn as much as men ; and so they do in
handloom weaving, which, being paid by the piece, brings their
efficiency to a sure test. When the ei_ciency is equal, but the pay
unequal, the only explanation that can be given is custom ; grounded
either in a prejudice, or in the present constitution of society,
which, making almost every woman, socially speaking, an appendage
of some man, enables men to take systematically the lion's share of
whatever belongs to both. s But the principal question relates to
the peculiar employments of women. The remuneration of these
is always, I believe, greatly below that of employments of equal
skill and equal disa_eeableness, carried on by men. In some of
these cases the explanation is evidently that already given : as in
the case of domestic servants, whose wages, speaking generally,
are not determined by competition, but are greatly in excess of the
market value of the labour, and in this excess, as in almost all things
which are regulated by custom, the male sex obtains by far the
largest share. In the occupations in which employers take full

i [So from the 3rd ed. (1852). The original text _m : "it dew not apI_r
that they are in general unequally i_id." ]

["Sometimes" added in the 3rd ed.]
s [Here the following ims_ge was omitted from the 3rd _ : "When an

employment (_ is the _se with many trades) is divided into several I_rt_ of
tome of which men alone are considered capable, while women or children are
employed in the orbed, it i_ natural that thv6e who cannot bedispensed with,
should beable to make i_ter terms for themselves than those who e_ra"l
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advantage of competition, the low wages of women as compared with
the ordinary earnings of men are a proof that the employments ars
overstocked : that although so much smaller a number of women,
than of men, support themselves by wages, the occupations which
law and usage make accessible to them are comparatively so few,
that the field of their employment is still more overcrowded. It
must be observed, that as matters now stand, a sufficient degree
of overcrowding may depress the wages of women to a much lower
minimum than those of men. The wages, at least of single women,
must be equal to their support, but need not be more than equal
to it; the minimum, in their case, is the pittance absolutely requi-
site for the sustenance of one human being. Now the lowest point
to which the most superabundant competition can permanently
depress the wages of a man is always somewhat more than this.
Where the wife of a labouring man does not by general custom
vontribute to his earnings, the man's wages must be at least sufficient
to support himself, a wife, and a number of children adequate to keep
up the population, since if it were less the population would not be
kept up. And even if the wife earns something, their joint wages
must be sufficient not only to support themselves, but (at least
for some years) their children also. The ne plus ultra of low
wages, therefore (except during some transitory crisis, or in some
decaying employment), can hardly occur in any occupation which
the person employed has to llve by, except the occupations of
womelL

§ 6. Thus far, we have, throughout this discussion, proceeded
on the supposition that competition is free, so far as regards human
interference; being limited only by natural causes, or by the
unintended effect of general social circumatances. But law or custom
may interfere to limit competitiom If apprentice laws, or the
regulations of corporate bodies, make the access to a particular
employment slow, costly, or difficult, the wages of that employment
may be kept much above their natural proportion to the wages of
common labour. They might be so kept without any assignable
limit, were it not that wages which exceed the usual rate require
corresponding prices, and that there is a limit to the price at which
even a restricted number of producers can dispose of all they produca
In most civilized countries, the restrictions of this kind which once
existed have been either abolished or very much relaxed, and will,
no doubt, soon disappear entirely. In some trades, however, and
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to some extent, the combinations of workmen produce a _imilaI
effect_ Those combinations always fail to uphold wages at an
artificial rate, unless they also limit the number of competitor.
But they do occasionally succeed in accomplishing this. In several

trades the workmen have been able to make it almost impractic-
able for strangers to obtain admission either as journeymen or
as apprentices, except in limited numbers, and under such re-
strictions as they choose to impose. It was given in evidence to
the Handloom Weavers Commission, that this is one of the hard-

ships which aggravate the grievous condition of that depressed
class. Their own employment is overstocked and almost ruined ;
but there are many other trades which it would not be difficult for
them to learn: to this, however, the combinations of workmen

in those other trades are said to interpose an obstacle hitherto
insurmountable.

Notwithstanding, however, the cruel manner in which the
exclusive principle of these combinations operates in a case of
this peculiar nature, the question, whether they are on the whole
more useful or mischievous, requires to be decided on an enlarged
consideration of consequences, among which such a fact as this is
not one of the most important items. Putting aside the atrocities
sometimes committed by workmen in the way of personal outrage
or intimidation, which cannot be too rigidly repressed; if the
present state of the general habits of the people were to remain
for ever unimproved, these partial combinations, in so far as they do

succeed in keeping up the wages of any trade by limiting its numbers,
might be looked upon as simply intrenching around a particular
spot against the inroads of over-population, and making the wages
of the class depend upon their own rate of increase, instead of depend-
ing on that of a more reckless and improvident class than themselves.
What at first sight seems the injustice of excluding the more
numerous body from sharing the gains of a comparatively few,
disappears when we consider that by being admitted they would
not be made better off, for more than a short time; the only
permanent effect which their admission would produce, would
be to lower the others to their own level. To what extent

the force of this consideration is annulled when a tendency
commences towards diminished over-crowding in the labour-

ing classes generally, and what grounds of a different nature
there may be for regarding the existence of trade combinationm
u rathe_ to be desired than deprecated, will be considered in
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a subsequent chapter of _ work with the subiect of Combination
IAws.1

§ 7. To conclude thle subiect , I must repeat an observation
a_ready made, that there are kinds of labour of which the wages axe
fixed by custom, and not by competition. Such are the fees or

1 [The present text of this paragraph dates from the 5th ed. (1862). In the
original of 1848 it ran, after the words "this peculiar nature" : " I find it
impossible to wish, in the present state of the gencrai_habits of the people, that
no such combinations existed. Acts of atrocity are sometimes committed by
them, in the way . . . repressed : and even their legitimate liberty of refusing
to work unle_ their own terms axe conceded to them, they not unL_equently
exercise in an injudicious, unenlightened manner, ultimately very injurious to
themselves. But in so far as they do succeed in keeping up the wages of any
trade by limiting its numbers, I look upon them as simply intrenching . . .
themselves. And I should rejoice if by trade regulations, or even by trades
unions, the employments thus specially protected could be multiplied to a much
greater extent than experience has shown to be practicable. What at first
sight seems the injustice . . . level If indeed the general mass of the people
were so improved in their standard of living, as not to press closer against the
means of employment than those trades do ; if, in other words, there were no
greater degree of overcrowding outside the barrier, than within it--there would
be no need of a barrier, and if it had any effects at all, they must be bad ones ;
but in that case the barrier would fall of itself, since there would no longer be
any motive for keeping it ul_ On similar grounds, if there were no other escape
from that fatal immigTation of Irish, which has done and is doing so much to
degrade the condition of our agricultural, and some classes of our town popula-
tion, I should see no injustice, and the greatest po_ible expediency, in checking
that destructive inroad by prohibitive laws. But there is a better mode of
putting an end to this mischief, namely, by improving the condition of the
Irish themselves ; and England owes an atonement to Ireland for past injuries,
which she ought to suffer almost any ineonveulenec rather than fail to make
good, by using her power in as determined a manner for the elevation of that
unfortunate people, as she used it through so many dreary centuries for their
abasement and oppression"

In the 3rd ed. (1852) this was replaced by the following (which appeared also
in the 4th (1857)) : "their existence, it is probable, has, in time past, produced
more good than eviL Putting aside the atrocities sometimes committed by
them, in the way . . . themselves. The time, however, is past when the
friends of human improvement can look with complacency on the attempts of
small sections of the community, whether belonging to the labouring or any
other class, to organize a separate class interest in antagonism to the general
body of labourers, and to protect that interest by shutting out, even if only by
a moral sompnlsion, all competitors from their more highly paid department.
The mass of the people are no longer to be thrown out of the account, as too
hopelessly brutal to be Salable of benefiting themselves by any o])eaing made
for them, and sure only, if admitted into competition, to lower others to their
own'olevsh The aim of all efforts should now be, uot to keep up the monopoly
of separate knots of labourers against the rest, but to raise the moral state and
social condition of the whole body ; and of this it is an indispensable part that
no one should be excluded from the superior advantages of any skilled
emldoyme_t, who h_ intelligence enough to learn it, and hon_ty enough to tm
ant_rust_l with it."l
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charges ot professional persona : of physicians, uurgeons, barri_,ers,
and even attorneys. These, as a general rule, do not vary, and
though competition operates upon those classes as much as upon
any others, it is by dividing the business, not, in general, by diminish-
ing _e ra_ at which it is paid. The cause of this, perhaps, has been
the prevalence of an opinion that such persons are more trustworthy
if paid highly in proportion to the work they perform ; insomuch that
if a lawyer or a physician offered his services at less than the ordinary
rate, instead of gaining more practice, he would probably lose that
which he already had. For analogous reasons it is usual to pay
greatly beyond the market price of their labour all persons in
whom the employer wishes to place peculiar trust, or from whom
he requires something besides their mere services. For example,
most persons who can afford it pay to their domestic servants
higher wages than would purchase in the market the labour of
persons fully as competent to the work required. They do this, not
merely from ostentation, but also from more reasonable motives:
either because they desire that those they employ should serve
them cheerfully, and be anxious to remain in their service; or

because they do not like to drive a hard bargain with people whom
they are in constant intercourse with; or because they dislike to

have near their persons, and continually in their sight, people with
the appearance and habits which are the usual accompaniments
of a mean remuneration. Similar feelings operate in the minds of
persons in business, with respect to their clerks, and other employ_s.
Liberality, generosity, and the credit of the employer, are motives
_vhich, to whatever extent they operate, preclude taking the utmost
advantage of competition : and doubtless such motives might, and
even now do, operate on employers of labour in all the great
departments of industry ; and most desirable is it that they should.
But they can never raise the average wages of labour beyond the
ratio of population to capital. By giving more to each person
employed, they limit the power of giving employment to numbers ;
and however excellent their moral effect, they do little good economi-
cally, unless the pauperism of those who are shut out leads indirectly

to a readjustment by means of an increased restraint on population
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OF PROFIT8

§ 1. HAVINGtreated of the labourer's share of the produce, we
next proceed to the share of the capitalist; the profits of capital
orstock;thegainsofthepersonwho advancestheexpensesof
production--who, from funds in his possession, pays the wages of
the labourers, or supports them during the work ; who supplies the
requisite buildings, materials, and tools or machinery; and to
whom, by the usual terms of the contract, the produce belongs,
to be disposed of at his pleasure. After indemnifying him for his
outlay, there commonly remains _ surplus, which is his profit;
the net income from his capital : the amount which he can afford
to spend in necessarie_ or pleammm, or from which by farther
savinghe can add tohiswealth.

As thewagesofthelaboureraretheremunerationoflabour,so
the profits of the capitalist are properly, acx_rding to Mr. Senior's
well-chosen expression, the remuneration of abstinence. They are
whet he gains by forbearing to consume his capital for his own uses,
and allowing it to be consumed by productive labourers for their
uses. For this forbearance he requires a recompense. Very often
in personal enjoyment he would be a gainer by squandering his
capital, the capital amounting to more than the sum of the profits
which it will yield during the years he can expect to live. But
while he retains it undiminished, he has always the power of con-
snmlng itifhe wishesor needs ;hecanbestowituponothersathis
death; and inthemeantimehe derivesfromitan income,which
hecanwithoutimpoverishmentapplytothesatisfactionofhisown
wantsorinclinations.

Of thegains,howeverjwhichthepossessionofacapitalenables
a persontomake,a partonlyisproperlyan equivalentfortheuse
of thecapitalitsehf;namely,asmuch asa solventpersonwould
be w_lllng to_ the loan of it. This, which as everybody
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knows is called interest, is all that a person is enabled to get by

merely abstaining from the immediate consumption of his capital,
and allowing it to be used for productive purposes by others. The
remuneration which is obtained in any country for mere abstinence,
is measured by the current rate of interest on the best security :
such security as precludes any appreciable chance of losing the
principal. What a person expects to gain, who superintends the
employment of his own capital, is always more, and generally
much more, than this. The rate of profit greatly exceeds the rate
of interest. The surplus is partly compensation for risk. By
lending his capital, on unexceptionable security, he runs little or
no risk. But if he embarks in business on his own account, he

always exposes his capital to some, and in many cases to very greatj
danger of partial or total loss. For this danger he must be com-
peusated, otherwise he will not incur it. He must likewise be
remunerated for the devotion of his time and labour. The control

of the operations d industry usually belongs to the pemon who
supplies the whole or the greatest part of the funds by which they
are carried on, and who, according to the ordinary arrangement, is
either alone interested, or is the person most interested (at least
directly), in the result. To exercise this control with efficiency, if the
concern is large and complicated, requires great assiduity, and often,
no ordinary skill. This assiduity and skill must be remunerated.

The gross profits from capital, the gains returned to those who
supply the funds for production, must suffice for these three purposes.
They must afford a sufficient equivalent for abstinence, indemnity
for risk, and remuneration for the labour and skill reqnired for

superintendence. These different compensations may be either
paid to the same, or to different persona The capital, or some part
of it, may be borrowed: may belong to some one who does not
undertake the risks or the trouble of business. In that case, the

lender or owner is the person who practises the abstinence; and
is remunerated for it by the interest paid to him, while the difference
between the interest and the gross profits remunerates the exertions
and risks of the undertaker.* Sometimes, again, the capital, or
a part of it, is supplied by what is called a sleeping partner;
who shares the risks of the employment, but not the trouble, and
who, in consideration of thee risks, receives not a mere interest,

* It is to be regretted that this word, in this sere, is not familiar to an
English ear. Frenohpolitiea]economists enjoy a great advantage in being
able to speal_currently of/e_ _lz,of_ de/'entr_T_re_e_'.
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but a _pulated share of the gross profita Sometimes the capital
is supplied and the risk incurred by one person, and the business
carried on exclusively in his name, while the trouble of management
is made over to another, who is engaged for that purpose at a fixed
salary. Management, however, by hired servants, who have no
interest in the result but that of preserving their salaries, is pro-
verbially inefficient, unless they act under the inspecting eye, if not
the controlling hand, of the person chiefly interested : and prudence
almost always recommends giving to a manager not thus controlled
a remuneration partly dependent on the profits; which virtually
reduces the case to that of a sleeping partner. Or finally, the same
person may own the capital, and conduct the business; adding,
if he will and can, to the management of his own capital, that of
as much more as the owners may be willing to trust him with. But
under any or all of these arrangements, the same three things
require their remuneration, and must obtain it from the gross profit :
abstinences risk, exertion. And the three parts into which profit
may be considered as resolving itself, may be described respectively
as interest, insurance, and wages of supeuntendence.

§ 2. The lowest rate of profit which can permanently exist, is
that which is barely adequate, at the given place and time, to afford
an equivalent for the abstinence, risk, and exertion implied in the
employment of capital. From the gross profit has first to be
deducted as much as will form a fund sufficient on the average to
cover all losses incident to the employment. Next, it must afford
such an equivalent to the owner of the capital for forbearing to
consume it, as is then and there a sufficient motive to him to persist
in his abstinence. How much will be required to form this equiva-
lent depends on the comparative value placed, in the given society,
upon the present and the future : (in the words formerly used) on
the strength of the effective desire of accumulation. Further, after
covering all losses, and remunerating the owner for forbearing to
consume, 1 there must be something left to recompense the labour
and skill of the person who devotes his time to the business. This
recompense too must be sufficient to enable at least the owners of
the larger capitals to receive for their trouble, or to pay to some
manager for his, what to them or him will be a sufficient inducement
for undergoing it. If the surplus is no more than this, none but

[So from the 3rd ed. (1852). The original texthad "forhmself.den_ffit'_
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large masses of capital will be employed productively ; and if it did
not even amount to this, capital would be withdrawn from production,
and unproductively consumed, until, by an indirect consequence
of its dlmlni_hed amount, to be explained hereafter, the rate of
profit was raised.

Such, then, is the minimum of profits : but that minimum is

exceedingly variable, and at some times and places extremely low ;
on account of the great variableness of two out of its three elements.
That the rate of necessary remuneration for abstinence, or in other
words the effective desire of accumulation, differs widely in different
states of society and civilization, has been seen in a former chapter.
There is a still wider difference in the element which consists in com-

pensation for risk. I am not now speaking of the differences in poinl
of risk between different employments of capital in the same society,
but of the very different degrees of security of property in diiTerent
states of society. Where, as in many of the governments of Asia,
property is in perpetual danger of spoliation from a tyrannical
government, or from its rapacious and ill-controlled officers ; where
to posses or to be suspected of possessing wealth, is to be a mark not
only for plunder, but perhaps for personal ill-treatment to extort
the disclosure and surrender of hidden valuables; or where, as in

the European Middle Ages, the weakness of the government, even
when not itself inclined to oppress, leaves its subjects exposed
without protection or redress to active spoliation, or audacious with-

holding of just rights, by any powerful individual ; the rate of profit
which persons of average dispositions will require, to make them
forego the immediate enjoyment of what they happen to possess,
for the purpose of exposing it and themselves to these perils, must
be something very considerable. And these contingencies affect
those who live on the mere interest of their capital, in common

with those who personally engage in production. In a generally
secure state of society, the risks which may be attendant on the
nature of particular employments seldom fall on the person who
lends his capital, ff he lends on good security ; but in a state of
society like that of many parts of Asia, no security (except perhaps
the actual pledge of gold or jewels) is good : and the mere possession
of a hoard, when known or suspected, exposes it and the possessor
to risks, for which scarcely any profit he could expect to obtain
would be an equivalent ; so that there would be still less accumula-

tion than there is, if a state of insecurity did not also multiply the
occar_ons on which the possession of a treasure may be the means
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of saving life or averting serious calamities. Those who lend undel
these wretched governments, do it at the utmost peril of never
being paid. In most of the native states of India, the lowest terms
on which any one will lend money, even to the government, are such,
that if the interest is paid only for a few years, and the principal not
at all, the lender is tolerably well indemnified. If the accumulation
of principal and compound interest is ultimately compromised at a
few shillings in the pound, he has generally made an advantageous
harg_in.

§ 3. The remuneration of capital in different employments,
much more than 1 the remuneration of labour, varies according to
the circumstances which render one employment more attractive,
or more repulsive, than another. The profits, for example, of retail
trade, in proportion to the capital employed, exceed those of whole-
sale dealem or manufacturers, for this reason among others, that
there is less consideration attached to the employment. The

greatest, however, of these diferences, is that caused by difference
of risk. The profits of a gunpowder manufacturer must be
considerably greater than the average, to make up for the peculiar
risks to which he and his property are constantly exposed. When,
however, as in the case of marine adventure, the peculiar risks are
capable of being, and commonly are, commuted for a fixed payment,
the premium of insurance takes its regular place among the charges
of production, and the compensation which the owner of the ship
or cargo receives for that payment, does not appear in the estimate of
his profits, but is included in the replacement of his capital.

The portion, too, of the gross profit, which forms the remunera-
tion for the labour and skill of the dealer or producer, is very different
in diforent employments. This is the explanation always given of
the extraordinary rate of apothecaries' profit; the greatest part,
as Adam Smith observes, being frequently no more than the reason-
able wages of professional attendance; for which, until a late
alteration of the law, the apothecary could not demand any re-
muneration, except in the prices of his drugs. Some occupations
require a considerable amount of scientific or technical education,
and can [1848] only be carried on by persons who combine with
that education a considerable capital. Such is the business of an
engineer, both in the original sense of the term, a machine-maker,

i [,, Muchmore than" replacedin the _rded.(1852) the" like" og the original
text. CL supra, book iL oh. xiv. § 1.]
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and in its popnlar or derivative sense, an undertaker of public worka
These axe always the most profitable employments. There are
cases, again, in which a considerable amount of labour and skill is
required to conduct a business necessarily of limited extent. In
such cases, a higher than common rate of profit is necessary to yield
only the common rate of remuneration. "In a small seaport town,"
says Adam Smith, "a little grocer will make forty or fifty per cent

upon a stock of a single hundred pounds, while a considerable
wholesale merchant in the same place will scarce make eight or ten
per cent upon a stock of ten thousand. The trade of the grocer may
be necessary for the convenieney of the inhabitants, and the narrow-
hess of the market may not admit the employment of a larger capital
in the business. The man, however, must not only live by his trade,
but live by it suitably to the qualifications which it requires. Besides
possessing a little capital, he must be able to read, write, and account
and must be a tolerable judge, too, of perhaps fifty or sixty di_erent
sorts of goods, their prices, qualities, and the markets where they
are to be had cheapest. Thirty or forty pounds a year cannot be
considered as too great a recompense for the labour of a person so
accomplished. Deduct this from the seemingly great profits of his
capital, and little more will remain, perhaps, than the ordinary
profits of stock. The greater part of the apparent profit is, in this
case, too, real wages."

All the natural monopolies (meaning thereby those which are
created by circumstances, and not by law) which produce or aggravate
the disparities in the remuneration of diflexent kinds of labour,
operate similarly between different employments of capital. If
a business can only be advantageously carried on by a large capital,
this in most countries limits so narrowly the class of persons who
can enter into the employment, that they are enabled to keep their
rate of profit above the general level. A trade may also, from the
nature of the case, be confined to so few hands, that profits may
admit of being kept up by a combination among the dealem. It is

well known that even among so numerous a body as the London
booksellers, this sort of combination long continued to exist. 1 I
have already mentioned the case of the gas and water companies.

§ 4. After due allowance k made for these various causes

i [So from the 4thed. (1857). In earliereditions : "this sort of combination
exists ; though individual interest is often too strong for its rules ; nor, indecdt
does the combination itself include the whole tradL'_
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of inequality, namely, differences in the risk or agreeableness of
different employments, and natural or artificial monopolies; the
rate of profit on capital in all employments tends to an equality
Such is the proposition usually laid down by political economists,
and under proper explanations it is true_

That portion of profit which is properly interest, and which
forms the remuneration for abstinence, is strictly the same, at the
same time and place, whatever be the employment. The rate
of interest, on equally good security, does not vary according to
the destination of the principal, though it does vary from time
to time very much according to the circumstances of the market.
There is no employment in which, in the present state of industry,
competition is so active and incessant as in the lending and borrowing
of money. All persons in business are occasionally, and most of
them constantly, borrowers : while all persons not in business, who
possess monied property, are lenders. Between these two great
bodies there is a numerous, keen, and intelligent class of middlemen,
composed of bankers, stockbrokers, discount brokers, and others,
alive to the slightest breath of probable gain. The smallest circum-
stance, or the most transient impression on the public mind, which
tends to an increase or aimlnution of the demand for loans either

at the time or prospectively, operates immediately on the rate of
interest: and circumstances in the general state of trade, really
tending to cause this difference of demand, are continually occurn'ng,
sometimes to such an extent, that the rate of interest on the best
mercantile bills has been known to vary in little more than a year
(even without the occurrence of the great derangement called a
commercial crisis) from four, or less, to eight or nine per cent.
But, at the same time and place, the rate of interest is the same,
to all who can give equally good security. The market rate of
interest is at all times a known and definite thing.

It is far otherwise with gross profit ; which, though (as will
presently be seen) it does not vary much from employment to
employment, varies very greatly from individual to individual, and
can scarcely be in any two cases the same. It depends on the know-
ledge, talents, economy, and energy of the capitalist himself, or
of the agents whom he employs; on the accidents of personal
connexion; and even on chance. Hardly any two dealers in the
same trade, even if their commodities are equally good and equally
cheap, carry on their business at the same expense, or turn over
their capital in the _me time. That equal capitals give equal
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profits, as a general maxim of trade, would be as false as that equal

age or size gives equal bodily strength, or that equal reading or
experience gives equal knowledge. The effect depends as much
upon twenty other things, as upon the single cause specified.

But though profits thus vary, the parity, on the whole, of di_erent
modes of employing capital (in the absence of any natural or artificial
monopoly) is, in a certain and a very important sense, maintained.
On an average (whatever may be the occasional fluctuations) the
various employments of capital are on such a footing as to hold out,
not equal profits, but equal expectations I of profit, to persons of
average abilities and advantages. By equal, I mean after making
compensation for any inferiority in the agreeableness or safety of an
employment. If the case were not so ; if there were, evidently, and
to common experience, more favourable chances of pecuniary success
in one business than in others, more persons would engage their

capital in the business, or would bring up their sons to it ; which
in fact always happens when a business, like that of an engineer

at present [1848], or llke any newly established and prosperous
manufacture, is seen to be a growing and thriving one. If, on the
contrary, a business is not considered thriving; if the chances of
profit in it are thought to be inferlor to those in other employments ;
capital gradually leaves it, or at least new capital is not attracted to
it; and by this change in the distribution of capital between the
less profitable and the more profitable employments, a sort of balance
is restored. The expectatious of prefit, tberefore, in differout employ-
ments, cannot long continue very different : they tend to a common
average, though they are generally oscillating from one side to the
other side of the medium.

Tiffs equalizing process, commonly descr_ as the transfer
of capital from one employment to another, is not necessarily
the onerous, slow, and almost impracticable operation which it
is very often represented to be. In the first place, it does not
always imply the actual removal of capital already embarked in
an employment. In a rapidly progressive state of capital, the
adjustment often takes place by means of the new accumulations
of each year, which direct themselves in preference towards the
more thriving trades. Even when a real transfer of capital is
necessary, it is by no means implied that any of those who are

_ugagedin the Improfitableemployment relinquishbusinessand

I [Altered from "chances" as i_te M th_ 5th ed. (1862).]
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break up their establishments. The numerous and multifarious
channels of credit, through which, in commercial nations, unem-

, ployed capital ditTuses itself over the field of employment, flowing
over in greater abundance to the lower levels, are the means by
which the equalization is accomplished. The process consists
in a limitation by one class of dealers or producers, and an extension
by the other, of that portion of their business which is carried on
with borrowed capital. There _ scarcely any dealer or producer
on a considerable scale, who confines his business to what can

be carried on by his own funds. When trade is good, he not only
uses to the utmost his own capital, but employs, in addition, much
ot the credit which that capital obtains for him. When, either
from over-supply or from some slackening in the demand for his
commodity, he finds that it sells more slowly or obtains a lower

price, he contracts his operations, and does not apply to hankers
or other money dealers for a renewal of their advances to the same
extent as before. A business which is increasing holds out, on the _
contrary, a prospect of profitable employment for a larger amount
of this floating capital than previously, and those engaged in it
become applicants to the money dealers for larger advances, which,
trom their improving cireumstances, they have no difficulty in
obtaining. A di_erent distribution of floating capital between two
employmsnt_ has as much effect in restoring their profits to an
equilibrium, as if the owners of an equal amount of capital were
to abandon the one trade and carry their capital into the other.
This easy, and as it were spontaneous, method of accommodating
production to demand, is quite sutBcient to correct any inequalities
arising from the fluctuations of trade, or other causes of ordinary
occurrence. In the case of an altogether declining trade, in which
it is necessary that the production should be, not occasionally
varied, but greatly and permanently dJmlni_hecl, or perhaps stopped
altogether, the process of extricating the capital is, no doubt, tardy
and dif_cult, and almost always attended with considerable loss;
much of the capital fixed in machinery, building, permanent
works, &c. being either not applicable to any other purpose, or only
applicable after expensive alterations; and time being seldom
given for effecting the change in the mode in which it would be
effected with least loss, namely, by not replacing the fixed capital
ae it wears out. There is besides, in totally changing the destination
of a capital, so great a sacrifice of established connexion, and oi
acquired skill and extn_ence, that people are always very slow in
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resolving upon it, and hardly ever do so until long after a change
of fortune has become hopeless. These, however, are distinctly
exceptional cases, and even in these the equalization is at last
eflected. It may also happen that the return to equilibrium is'
considerably protracted, when, before one inequality has been
corrected, another cause of inequality arises; which is said to
have been continually the case, during a long series of years, with the
production of cotton in the Southern States of North America;
the commodity having been upheld at what was virtually a monopoly
price, because the increase of demand, from successive improvements
in the manufacture, went on with a rapidity so much beyond
expectation that for many years the supply never completely over-
took it. But it is not often that a succession of disturbing causes,
all acting in the same direction, are known to follow one another
with hardly any interval Where there is no monopoly, the profits
of a trade are likely to range sometimes above and sometimes below

• the general level, but tending alway1 to return to it ; lille the
oscillations of the pendulum.

In general, then, although profits are very different to different
individuals, and to the same individual in different years, there
cannot be much diversity at the same time and place in the average
profits of different employments, (other than the standing differences
necessary to compensate for difference of attractiveness,) except for
short periods, or when some great permanent revulsion has overtaken
a particular trade. If any popular impression exists that some
trades are more profitable than others, independently of monopoly, or
of such rare accidents as have been noticed in regard to the cotton
trade, the impression is in all probability fallacious, since if it were
shared by those who have greatest means of knowledge and motives
to accurate examination, there would take place such an influx
of capital as would soon lower the profits to the common level It
is tree that, to persons with the same amount of original means,
there is more chance of making a large fortune in some employments
than in othera But it would be found that in those same employ-
merits, bankruptcies also are more frequent, and that the chance
of greater success is balanced by a greater probability of complete
failure. Very often it is more than balanced : for, as was remarked in
another case, the chance of great prizes operates with a greater
degree of strength than arithmetic will warrant, in attracting
competitors ; and I doubt not that the average gains, in a trade in
which large fortunes may be made, are lower than in those in which
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gains are slow, though comparatively sure, and in which nothing
is to be ultimately hoped for beyond a competency. The timber
trade of Canada is [1848] one example of an employment of capital
partaking so much of the nature of a lottery, as to make it an
accredited opinion that, taking the adventurers in the aggregate,
there is more money lost by the trade than g_ined by it ; in other
words, that the average rate of profit is less than nothing. In such
points as this, much depends on the characters of nations, according
as they partake more or less of the adventurous, or, as it is called
when the intention is to blame it, the gambling spirit. This spirit
is much stronger in the United States than in Great Britain ; and
in Great Britain than in any country of the Continent. In some
Continental countx_es the tendency is so much the reverse, that
safe and quiet employments probably yield a less average profit to
the capital engaged in them, than those which offer greater gains
at the price of greater hazards.

It must not however be forgotten, that even in the coantrieg
of most active competition, custom also has a considerable share
in determining the profits of trade. There is sometimes an idea
afloat as to what the profit of an employment should be, which
though not adhered to by all the dealers, nor perhaps rigidly by
any, still exercises a certain influence over their operations. There
has been in England a kind of notion, how widely prevailing I know
not, that fifty per cent is a proper and suitable rate of profit in
retail transactions: understand, not fifty per cent on the whole
capital, but an advance of fifty per cent on the wholesale prices;
from which have to be defrayed bad debts, shop rent, the pay of
clerks, shopmen, and agents of all descriptions, in short all the
expenses of the retail business. If this custom were universal, and
strictly adhered to, competition indeed would still operate, but
the consumer would not derive any benefit from it, at least as to
price ; the way in which it would dimin_h the advantages of those
engaged in the retail trade, would be by a greater subdivision of the
business. In some parts of the Continent the standard is as high
as a hundred per cent. The increase of competition however, in
England at least, is rapidly tending to break down customs of this
description. In the majority of trades (at least in the great emporia
of trade), there are now numerous dealers whose motto is, "small
gains and frequent "ma great business at low prices, rather than
high prices and few transactions ; and by turning over their capita]
more rapidly, and adding to it by borrowed capital when needed,
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the dealers often obtain individually higher profits ; though they
necessarily lower the profits of those among their competitors who
do not adopt the same principle. 1Nevertheless, competition, as
remarked * in a previous chapter, has, as yet, but a limited
dominion over retail prices; and consequently the share of the
whole produce of land and labour which is absorbed in the remunera-
tion of mere distributors, continues exorbitant; and there is no

function in the economy of society which supports a number of
persons so disproportioned to the amount of work to be performed.

§ 5. The preceding remarks have, I hope, sumciently elucidated
what is meant by the common phrase, "_e ordinary rate of profit ;"
and the sense in which, and the limitations under which, this

ordinary rate has a real existence. It now remains to consider,
what causes determine its amount.

s To popular apprehension it seems as ff the profits of business
depended upon prices. A producer or dealer seems to obtain his
profits by selling his commodity for more than it cost hlm. Profit
altogether, people are apt to think, is a consequence of purchase
and sale. It is only (they suppose) because there are purchasers
for a commodity, that the producer of it is able to make any profit.
Demand--customers--a market for the commodity, are the cause
of the gains of capitalists. It is by the sale of their goods, that
they replace their capital, and add to its amount.

This, however, is looking only at the outside surface of the
economical machinery of society. In no case, we find, is the mere
money which passes from one person to another, the fundamental
matter in any economical phenomenon. If we look more narrowly
into the operations of the producer, we shall perceive that the
money he obtains for his commodity is not the cause of his having
a profit, but only the mode in which his profit is paid to him.

The cause of profit is, that labour produces more than is required
for its support. The reason why agricultural capital yields a profit,
is because human beings can grow more food than is necessary to
feed them while it is being grown, including the time occupied in
constructing the tools, and making all other needful preparations :
fxom which it is a consequence, that if a capitalist undertakes to
feed the labourers on condition of receiving the produce, he has

I [The rest of this paragraphwas add_ in the 8rd ed. (1852).]
• Vide supra, book iL ch. iv. § 3.

[The remainder of this section was added in the 4th ed. (1857).]
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some of it remaining for hitachi/after replacing his advances. To
vary the form of the theorem : the reason why capital yields a profit_
is because food, clothing, materials, and tools, last longer than the
time which was required to produce them ; so that if a capitalist
supplies a party of labourers with these things, on condition of

receiving all they produce, they will, in addition to reproducing their
own nece_mxies and instruments, ]lave a portion of their time
remaining to work for the capitalist. We thus see that profit arises,
not from gbe incident of exchange, but from the productive power
of labour ; and the general profit of the country is always what the
productive power of labour makes it, whether any exchange takes
place or not. If there were no division of employments, there would
be no buying or selling, but there would still be profit. If the
labourers of the country collectively produce twenty per cent more
than their wages, profits will be twenty per cent, whatever prices
may or may not be. The accidents of price may for a time make
one set of producers get more than the twenty per cent, and another
less, the one commodity being rated above its natural value in

relation to other commodities, and the other below, until prices
have again adjusted themselves; but there will always be just
twenty per cent divided among them all

] proceed, in expansion of the considerations thus briefly
indicated, to exhibit more minutely the mode in which the rate of
profit is determined.

§ 6. I assume, throughout, the state of things, which, where
the labourers and capitalists are separate classes, prevails, with
Jew exceptions, universally; namely, that the capitalist advances
the whole expenses, including the entire remuneration of the labourer.
That he should do so, is not a matter of inherent necessity ; the
labourer might wait until the production is complete, for all that

. part of his wages which exceeds mere necessaries ; and even for the
whole, if he has funds in hand, sut_cient for his temporary support.
But in the latter case, the labourer is to that extent reaIly a capitalist,
investing capital in the concern, by supplying a portion of the
funds necessary for carrying it on ; and even in the former case he
may be looked upon in the same light, since, contributing his labour
at less than the market price, he may be regarded as lending the
difference to his employer, and receiving it back with interest (on
whatever principle computed) from the proceeds of the enterprise.

The capi_li_t, then, may be assumed to make all the advances
P
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and receive all the produce. His profit consists of the excess o!
the produce above the advances ; his ro/e of profit is the ratio which
that excess bears to the amount advanced. But what do the
advances consist of ?

It is, for the present, necessary to suppose, that the capitalist
does not pay any rent ; has not to purchase the use of any appro-
priated natural agent. This indeed is scarcely ever the exact truth.
The agricultural capitalist, except when he is the owner of the soil
he cultivates, always, or almost always, pays rent: and even in
manufactures, (not to mention ground-rent,) the materials of the

manufacture have generally paid rent, in some stage of their
production. The nature of rent, however, we have not yet taken into
consideration ; and it will hereafter appear, that no practical error,

on the question we are now examining, is produced by disregarding it.
If, then, leaving rent out of the question, we inquire in what it is

that the advances of the capitalist, for purposes of production,
consist, we shall find that they consist of wages of labour.

A large portion of the expenditure of every capitalist consists
in the direct payment of wages. What does not consist of this, is
composed of materials and implements, including buildings. But
materials and implements are produced by labour; and as our
supposed capitalist is not meant to represent a single employment,
but to be a type of the productive industry of the whole country,
we may suppose that he makes his own tooJs, end raises his own
materials. He does this by means of previous advances, which,
again, consist wholly of wage& If we suppose him to buy the
materials and tools instead of producing them, the case is not
altered: he then repays to a pre_ous producer the wages which
that previous producer has paid. It is true, he repays it to him with
a profit ; and if he had produced the things himself, he himself must
have had that profit, on this part of his outlay, as well as on every
other part. The fact, however, remains, that in the whole process of
production, be_nning with the materials and tools, and ending with
the finished product, all the advances have consisted of nothing
but wages ; except that certain of the capitalists concerned have,
for the sake of general convenience, had their share of profit paid
to them before the operation was completed. Whatever, of the
_ltimate product, is not profit, is repayment of wage&

§ 7. It thus appears that the two elements on which, and which
Llone, the gainR of the capitalists depend_ are, first, the magnitude
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of the produce, in other words, the productive power of labour;
and secondly, the proportion of that produce obtained by the
labourers themselves; the ratio which the remuneration of the
labourers beers to the amount they produce. These two things
form the data for determining the gross amount divided as profit
among all the capitalists of the country ; but the rate of profit, the
percentage on the capital, depends only on the second of the two
elements, the labourer's proportional share, and not on the amount
to be shared. If the produce of labour were doubled, and the
labourers obtained the same proportional share as before, that is,
if their remuneration was also doubled, the capitalists, it is true,

would gain twice as much; but as they would also have had to
advance twice as much, the rate of their profit would be only the
same as before.

We thus arrive at the conclusion of Ricardo and others, that

the rate of profits depends on wages ; rising as wages fall, and falling
as wages rise. In adopting, however, this doctrine, I must insist
upon making a most necessary alteration in its wording. Instead
of saying that profits depend on wages, let us say (what Ricardo
really meant) that they depend on the cost of laSour.

Wages, and the cost of labour; what labour brings in to the
labourer, and what it costs to the capitalist ; are ideas quite distinct,
and which it is of the utmost importance to keep so. For this

purpose it is essential not to designate them, as is almost always
done, by the same name. Wages, in public discussions, both oral
and printed, being looked upon from the point of view of the payers,
much oftener than from that of the receivers_ nothing is more

common than to say that wages are high or low, meaning only that
the cost of labour is high or low. The reverse of this would be oftener
the truth : the cost of labour is frequently at its ]nghest where wages
are lowest. This may arise from two causes. In the first place, the
labour, though cheep, may be inefficient. In no European country
are wages so low as they are (or at least were _) in Ireland: the
remuneration of an agricultural labourer in the west of Ireland not
being more than half the wages of even the lowest-paid Englishman,
the Dorsetshire labourer. But if, from inferior skill and industry,

two days' labour of an Irishman accomplished no more work than
an English labourer performed in one, the Irishman's labour cost
as much as the Englishman's, though it brought in so much less to
him aelL The capitalist's profit is determined by the former of these

[Added in the 4th ed. (1857).]
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two things, not by the latter. That a difference to this extent really
er_isted in the efficiency of the labour, is proved not only by abundant
testimony, but by the fact, that notwithstanding the lowness of
wages, profits of capital are not understood to have been higher in
Ireland than in England.

The other cause which renders wages, and the cost of labour, no
real criteria of one another, is the varying costliness of the articles
which the labourer consumes. If these are cheap, wages, in the
sense which is of importance to the labourer, may be high, and yet
the cost of labour may be low; if dear, the labourer may be
wretchedly off, though his labour may cost much to the capitalist.
This last is the condition of a country over-peopled in relation to
its land ; in which, food being dear, the poorness of the labourer's
real reward does not prevent labour _rom costing much to the pur-
chaser, and low wages and low profits co-ezist. The opposite case
is exemplified in the United States of America. The labourer there
enjoys a greater abundance of comforts than in any other country
of the world, except some of the newest colonies ; but owing to the
cheap price at which these comforts can be obtained (combined
with the great efficiency of the labour), the cost of labour to the
capitalist is at least not higher, nor the rate of profit lower, than in
Europe .1

The cost of labour, then, is, in the language of mathematics, a
function of three variables : the efficiency of labour ; the wages of

labour (meanlug thereby the real reward of the labourer) ; and the
greater or less cost at which the articles composing that real reward
can be produced or procured. It is plain that the cost of labour to
the capitalist must be influenced by each of these three circumstances,
and by no others. These, therefore, are also the circumstances
which determine the rate of profit; and it cannot be in any way

affected except through one or other of them. If labour generally
became more efficient, without being more highly rewarded; if,
without its becoming less efficient, its remuneration fell, no increase
taking place in the cost of the articles composing that remuneration ;
or if those articles became less costly, without the labourer's obtain-

ing more of them; in any one of these three cases, profits would
rise. If, on the contrary, labour became less efficient (as it might

i [So from the 6th ed. (1865). The earlier editions ran: " the ecet of
labour to the capitalist is considerably lower than in Europe. It must be so,
since the rate of profit is higher; as indicated by the rate of interest, which is
six per cent at New York when it is three or three and a quarter per ee_t
I_o_"]
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do from dlmlniAhed bodily vigour in the people, destruction of fixed
capital, or deteriorated education) ; or ff the labourer obtained a
higher remuneration, without any increased cheapness in the things
composing it ; or if, without his obtaining more, that which he did
obtain became more costly ; profits, in all these cases, would suffer
a dlminution. And there is no other combination of circumstances,

in which the general rate of profit of a country, in all employments
indifferently, can either fall or rise.

The evidence of these propositions can only be stated generally,
though, it is hoped, conclusively, in this stage of our subject.
It will come out in greater fulness and force when, having taken
into consideration the theory of Value and Price, we shall be enabled
to exhibit the law of profits in the concrete--in the complex
entanglement of circumRtances in which it actually works. This can
only be done in the ensuing Book. One topic still remains to be
discussed in the present one, 8o far as it admits of being treated
independently of considerations of Value ; the subject of Rent; to
which we now proceed. 1

[_ ._ppendixq. P_f_}



CHAPTER XVI

OF RENT

§ 1. THI requisites of production being labour, capital, anti
natural agents; the only person, besides the labourer and the
capitalist, whose consent is necessary to production, and who can
claim a share of the produce as the price of that consent, is the
person who, by the arrangements of society, possesses exclusive
power over some natural agent. The land is the principal of the
natural agents which are capable of being appropriated, and the
consideration paid for its use is called rent. Landed proprietors are

the only class, of any numbers or importance, who have a claim to a
share in the distribution of the produce, through their ownership of
Bomething which neither they nor any one else have produced. If
there be any other cases of a similar nature, they will be easily
understood, when the nature and laws of rent are comprehended.

It is at once evident, that rent is the effect of a monopoly ;
though the monopoly is a natural one, which may be regnlat_d,
which may even be held as a trust for the community generally, but
which cannot be prevented from existing. The reason why land-
owners are able to require rent for their land_ is that it is a commodity
which many want, and which no one can obtain but from them.
If all the land of the country belonged to one person, he could fix
the rent at his pleasure. The whole people would be dependent on
his will for the necessaries of life, and he might make what con-
ditions he chose. This is the actual state of things in those Oriental
kingdoms in which the land is considered the property of the state.
Rent is then confounded with taxation, and the despot may exact
the utmost which the unfortunate cultivators have to give. Indeed,
the exclusive possessor of the land of a country could not well be
other than despot of it. The effect would be much the same if the land
belonged to so few people, that they could, and did, act together
as one man, and fix the rent by agreement among themselves.
This case, however, is nowhere known to exist: and the only
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remaining supposition is that of free competition ; the landowners
being supposed to be, as in fact they are, too numerous to combine.

§ 2. A thing which is limited in quantity, even though its
possessors do not act in concert, is still a monopolized article. But
even when monopolized, a thing which is the gift of nature, and
requires no labour or outlay as the condition of its existence, will, if
there be competition among the holders of it, command a price, only
if it exists in less quantity than the demand. If the whole land of a
country were reqmred for cultivation, all of it might yield a rent.
But in no country of any extent do the wants of the population
require that all the land, which is capable of cultivation, should be
cultivated. The food and other agricultural produce which the
people need, and which they are willing and able to pay for at a
price which remunerates the grower, may always be obtained
without cultivating all the land; sometimes without cultivating
more than a small part of it ; the lands most easily cultivated being
preferred in a very early stage of society ; x the most fertile, or those
in the most convenient situations, in a more advanced state. There

is always, therefore, some land which cannot, in existing circum-
stances, pay any rent ; and no land ever pays rent, unless, in point
of fertility or situation, it belongs to those superior kinds which
exist in less quantity than the demand--which cannot be made to
yield all the produce required for the community, unless on terms
still less advantageous than the resort to less favoured soils.

There is land, such as the deserts of Arabia, which will yield

nothing to any amount of labour ; and there is land, like some of
our hard sandy heaths, which would produce something, but, in
the presen_ state of the soil, not enough to defray the expenses of
production. Such lands, unless by some application of chemistry
to agriculture still remaining to be invented, cannot be cultivated
for profit, unless some one actually creates a soft, by spreading new
ingredients over the surface, or mi_ing them with the existing
materials. If ingredients fitted for this purpose exist in the subsoil,
or close at hand, the improvement even of the most unpromising
spots may answer as a speculation: but if those ingredients are
cosily, and must be brought from a distance, it will seldom answer
to do this for the sake of profit, though the " magic of property"
will sometimes effect it. Land which cannot possibly yield a profit,
is sometimes cultivated ai a loss, the cultivators having their wants

I [This clause w_ inserted in the _h ed. (1865).]
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partially supplied from other sources ; as in the case of paupers, and
some monasteries or charitable institutions, among which may be
reckoned the Poor Colonies of Belgium. The worst land which can
de cultivated as a means of subsistence, is that which will just
replace the seed, and the food of the labourers employed on it,
together with what Dr. Chalmers calls their secondaries; that is,
the labourers required for supplying them with tools, and with the
remaining necessaries of life. Whether any given land is capable
of doing more than this, is not a question of political economy, but
of physical fact. The supposition leaves nothing for profits, nor
anything for the labourers except necessaries : the land, therefore,
can only be cultivated by the labourers themselves, or else at a
pecuniary loss : and _ fort/or/, cannot in any contingency afford a
rent. The worse land which can be cultivated as an investment for

capital, is that which, after replacing the seed, not only feeds the
agricultural labourers and their secondaries, but affords them the
current rate of wages, which may extend to much more than mere
necessaries ; and leaves for those who have advanced the wages of
these two classes of labourers, a surplus equal to the profit they
_mld have expected froni any other employment of their capital
Whether any given land can do more than this, is not merely a
physical question, but depends partly on the market value of
agricultural produce. What the land can do for the labourers and
for the capitalist, beyond feeding all whom it directly or indirectly
employs, of course depends upon what the remainder of the produce
can be sold for. The higher the market value of produce, the
lower are the soils to which cultivation can descend, consistently
with affording to the capital employed the ordinary rate of profit.

As, however, differences of fertility slide into one another by
insensible gradations; and differences of accessibility, that is, of
distance from markets, do the same; and since there is land so

barren that it could not pay for its cultivation at any price ; it is
evident that, whatever the price may be, there must in any extensive
region be some land which at that price will just pay the wages of
the cultivators, and yield to the capital employed the ordinary
profit, and no more. Until, therefore, the price rises higher, or
until some improvement raises that particular land to a higher place
in the scale of fertility, it cannot pay any rent. It is evident,
however, that the community needs the produce of this quality of
land ; since if the lands more fertile or better situated than it, could
have sui_ced to supply the wants of society, the price would not have
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risen so high as to render its cultivation profitable. This land,
therefore, will be cultivated ; and we may lay it down as a principle,
that so long as any of the land of a country which is fit for cultiva-
tion, and not withheld from it by legal or other factitious obstacles,
is not cultivated, the worst land in actual cultivation (in point
of fertility and situation together) pays no rent.

§ 3. If, then, of the land in cultivation, the part which yields
least return to the labour and capital employed on it gives only the
ordinary profit of capital, without leaving anything for rent; a
standard is afforded for estimating the amount o/rent which will
be yielded by all other land. Any land yields just as much more
than the ordinary profits of stock, as it yields more"than what is
retained by the worst land in cultivation. The surplus is what the
farmer can afford to pay as rent to the landlord ; and since, if he
did not so pay it, be would receive more than the ordinary rate of
profit, the competition of other capitalists, that competition which
equalizes the profits of different capitals, will enable the landlord
to appropriate it. The rent, therefore, which any land will yield,
is the excess of its produce beyond what would be returned to the
same capital if employed on the worst land in cultivation. This
is not, and never was pretended to be, the limit of metayer rents,
or of cottier rents ; but it is the limit of farmers' rents. No land
rented to a capitalist farmer will permanently yield more than _ ;
and when it yields less, it is because the landlord foregoes a part
of what, if he chose, he could obtain.

This is the theory of rent, first propounded at the end of the last
century by Dr. Anderson, and which, neglected at the time, was
almost simultaneously rediscovered, twenty years later, by Sir

Edward West, Mr. _ and Mr. Ricardo. It is one of the
cardinal doctrines of political economy ; and until it was understood,
no consistent explanation could be given of many of the more compli-
cated industrial phenomena. The evidence of its truth will be
manifested with a great increase of clearness, when we come to trace
the laws of the phenomena of Value and Price. Until that is done,
it is not possible to free the doctrine from every difficulty which
may present itself, nor perhaps to convey, to those previously
unacquainted with the subject, more than a general apprehension of
the reasoning by which the theorem is arrived at. Som_ however,
of the objections commonly made to it, admit of a complete anawe_
even in the present stage of our inquiries.

P2
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It has been denied that there can be any land in .cultivation
which pays no rent ; because landlords (it is contended) would not
allow their lands to be occupied without payment. Those who
lay any stress on this as an objection, must think that land of the
quality which can but iust pay for its cultivation, lies together in
large masses, detached from any land of better quality. If an
estate consisted wholly of this land, or of this and still worse, it is
likely enough that the owner would not give the use of it for nothing ;
he would probably (if a rich man) prefer keeping it for other pur-
poses, as for exercise, or ornament, or perhaps as a game preserve.
No farmer could, afford to offer him anything for it, for purposes
of culture ; though something would probably be obtained for the
use of its natu_ral pasture, or other spontaneous produce. Even such
land, however, would not necessarily remain uncultivated. It
might be farmed by the proprietor; no unfrequent case even in
England. Portions of it might be granted as temporary allotments
to labouring families, either from philanthropic motives, or to save
the poor-rate; or occupation might be allowed to squatters, free
of rent, in the hope that their labour might give it value at some
future period. Both these cases are of quite ordinary occurrence..
So that even if an estate were wholly composed of the worst ]and
capable of profitable cultivation, it would not necessarily lle
uncultivated because it could pay no rent. Inferior land, however,
does not usually occupy, without interruption, many square miles ot
ground ; it is dispersed here and there, with patches of better land
intermixed, and the same person who rents the better land, obtains
along with it the inferior soils which alternate with it. He pays a
rent, nominally for the whole farm, but calculated on the produce
of those parts alone (however small a portion of the whole) which
are capable of returning more than the common rate of profit. It
is thus scient_ically true, that the remaining parts pay no rent.

§ 4. Let us, however, suppose that there were a validity in
tl_ objection, which can by no means be conceded to it; that
when the demand of the commuuity had forced up food to such a
price as would remunerate the expense of producing it from a
certain quality of soil, it happened nevertheless that all the soil of
that quality was withheld from cultivation, by the obstinacy of the
owners in demanding a rent for it, not nominal, nor trifling, but
sut_ciently onerous to be a material item in the calculations of a

f_ner. What would then happen ? Merely that the inexease ot
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produce, which the wants of society required, would for the _ne
be obtained wholly (as it always is partially), not by an extension
of cultivation, but by an increased application of labour and capital
to land already cultivated.

Now we have already seen that this increased application of
capital1 other things being unaltered, is always attended with a
smaller proportional return. We are not to suppose some new

agricultural invention made precisely at this juncture; nor a
sudden extension of agricultural skill and knowledge, bringing
into more'general practice, just then, inventions already in partial
use. We are to suppose no change, except a demand for more corn,
and a consequent rise of its price. The rise of price enables measures
to be taken for increasing the produce, which could not have been
taken with profit at the previous price. The farmer uses more
expensive manures; or manures land which he formerly left to
nature ; or procures llme or marl from a distance, as a dressing
for the soil ; or pulverizes or weeds it more thoroughly ; or drains,
irrigates, or subsoils portions of it, which at former prices would not
have paid the cost of the operation ; and so forth. These things_
or some of them, are done, when, more food being wanted, cultivation

has no means of expanding itself upon new lands. And when
the impulse is given to extract an increased amount of produce from
the soft, the farmer or improver will only consider whether the
outlay he makes for the purpose will be returned to him with the
ordinary profit, and not whether any surplus will remain for rent.
Even, therefore, if it were the fact, that there is never any land
taken into cultivation, for which rent, and that too of an amount
worth taking into consideration, was not paid; it would be true,
nevertheless, that there is always some a!/ricuhural capital which
pays no rent, because it returns nothing beyond the ordinary rate
of profit: this capital being the portion of capital last applied
--that to which the last addition to the produce was due : or (to

express the essentials of the case in one phrase), that which is
applied in the least favourable circumstances. But the same
amount of demand, and the same price, which enable this least
productive portion of capital barely to replace itself with the ordinary
profit, enable every other portion to yield a surplus proportioned
to the advantage it possesses. And this surplus it is, which competi-
tion enables the landlord to appropriate. The rent of all land is
measured by the excess of the return to the whole capital employed
on it, above what is necessary to replace the capital with the ordinary
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rate of profit, or in other words, above what the same capital woldd

yield if it were all employed in as disadvantageous circumAtances
as the least productive portion of it ; whether that least productive
portion of capital is rendered so by being employed on the worst
soil, or by being expended in extorting more produce from land
which already yielded as much as it could be made to part with on
easier terms.

It is not pretended that the facts of any concrete case conform
with absolute precision to this or any other scientific principle.
We must never forget that the truths of political economy are
truths ouly in the rough: they have the certainty, but not the
precision, of exact science. 1 It is not, for example, strictly true
that a farmer will cultivate no land, and apply no capital, which
retuxns less than the ordinary profit. He will expect the ordinary
profit on the bulk of his capital. But when he has cast in his lot
with his farm, and bartered Ms skill and exertions, once for all,

against what the farm will yield to him, he will probably be willing
to expend capital on it (for an immediate return) in any manner
which will afford him a surplus profit, however small, beyond
the value of the risk, and the interest which he must pay for the
capital if borrowed, or can get for it elsewhere if it is Ms own. But
a new farmer, entering on the land, would make Ms calculations
differently, and would not commence unless he could expect the full
rate of ordinary profit on all the capital which he intended embaxking
in the enterprise. Again, prices may range higher or lower during the
currency of a lease, than was expected when the contract was
made, and the land, therefore, may be over or under-rented : and
even when the lease explxes, the landlord may be unwilling to grant
a necessary diminution of rent, and the farmer, rather than relinquish
his occupation, or seek a farm elsewhere when all are occupied,
may consent to go on paying too high a rent. Ir_egalarities like
these we must always expect ; it is impossible in political economy
to obtain general theorems embracing the complication of circum.
stances which may affect the result in an individual case. When,
too,2 the farmer class, having but little capital, cultivate for subsis-
tence rather than for profit, and do not think of quitting their farm
while they are able to live by it, their rents approximate to the
character of cottier rents, and may be forced up by competition

(if the number of competitors exceeds the number of farms) beyond

I _ eXl_anatory phrue was added in the 6th ed. (18_).]
s _ sentenoe w_ inserted in the 3rd ed. (1852).]



RENT 429

the amount which will leave to the farmer the ordinary rate of
profit. The laws which we are enabled to lay down respecting rents,
profits, wages, prices, are only true in so far as the persons concerned
are free from the influence of any other motives than those arising
from the general circumstanc_ of the ca_e, and are guided, as to
those, by the ordinary mercantile estimate of profit and loss.
Applying this twofold supposition to the case of farmers and land-
lords, it will be true that the farmer requires the ordinary rate of
profit on the whole of his capital ; that whatever it returns to him
beyond this he is obliged to pay to the landlord, but will not consent
to pay more ; that there is a portion of capital applied to agriculture
in such circumstances of productiveness as to yield only the ordinary
profits ; and that the difference between the produce of this, and
of any other capital of similar amount, is the measure of the tribute
which that other capital can and will pay, under the name of rent,
to the landlord. This constitutes a law of rent, as near the truth as

such a law can possibly be : though of course modified or disturbed in
individual cases, by ponding contracts, individual miscalculations,
the influence of habit, and even the particular feelings and disposition_
of the parsons concerned.

§ 5. A remark is often made, which must not here be omitted,
though, I think, more importance has been attached to it than it
merits. Under the name of rent, many payments are commonly
included which are not a remuneration for the original powers of
the land itself, but for capital expended on it. The additional rent
which land yields in consequence of this outlay of capital, should,
in the opinion of some writers, be regarded as profit, not rent.
But before this can be admitted, a distinction must be made. The

annual payment by a tenant almost always includes a consideration
for the use of the buildings on the farm ; not only barns, stables,
and other outhouses, but a house to live in, not to speak of fences
and the like. The landlord will ask, and the tenant give, for these,
whatever is considered sufficient to yield the ordinary profit, or

rather (risk and trouble being here out of the question) the ordinary
interest, on the value of the buildings : that is, not on what it has
cost to erect them, but on what it would now cost to erect othcls

as good : the tenant being bound, in addition, to leave them in as
good repair as he found them, for otherwise a much larger payment
than simple interest would of course be required from him. These
buildings are as distinct a thing from the farm as the stock or the
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tlmber on it ; and what is paid for them can no more be called rent
of land, than a payment for cattle would be, if it were the custom

that the landlord should stock the farm for the tenant. The buildings,
like the cattle, are not land, but capital, regularly consumed and
reproduced ; and all payments made in consideration for them are
properly interest.

But with regard to capital actually sun_ in improvements, and

uot requiring periodical renewal, but spent once for all in giving
the land a permanent increase of productiveness, it appears to me
that the return made to such capital loses altogether the character of
profits, and is governed by the principles of rent. It is true that a
landlord will not expend capital in improving his estate, unless he

expects from the improvement an increase of income surpassing the
interest of his outlay. Prospectively, this increase of income may be
regarded as profit; but when the expense has been incurred, and
the improvement made, the rent of the improved land is governed
by the same rules as that of the unimproved. Equally fertile land
commands an equal rent, whether its fertility is natural or acquired ;
and I cannot thlulr that the incomes of those who own the Bedford

Level or the Lincolnshire Wolds ought to be called profit and not
rent because those lands would have been worth next to nothing
unless capital had been expended on them. The owners are not
capitalists, but landlords; they have parted with their capital;
it is consumed, destroyed ; and neither is, nor is to be, returned to
them, llke the capital of a farmer or manufacturer, from what it
produces. In lieu of it they now have land of a certain richness,
which yields the same rent, and by the operation of the same causes,
as if it had possessed from the beglnnlng the degree of fertility which
has been artificially given to it.

Some writers, in particular Mr. H. C. Carey, take away, still
more completely than I have attempted to do, the distinction
between these two sources of rent, by rejecting one of them altogether,
and considering all rent as the effect of capital expended. In
proof of this, Mr. Carey contends that the whole pecuniary value of
all the land in any country, in Eugland for instance, or in the
United States, does not amount to anything approaching to the
sum which has been laid out, or which it would even now be necessary
to lay out, in order to bring the country to its present condition
trom a state of prim_eval forest. This startling statement has been
seized on by M. Bastiat _ and others, as a means of making out a

1 [The reference to Bastiat was inserted in the 3rd ed. (1952). The
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stronger case than could otherwise be made in defence of property
in land. Mr. Carey's proposition, in its most obvious meaning,
is equivalent to saying, that if there were suddenly added to the
lands of England an unreclaimed territory of equal natural fertility,
it would not be worth the while of the inhabitants of England to
reclaim it : because the profits of the operation would not be equal
to the ordinary interest on the capital expended. To which as-
sertion, if any answer could be supposed to be required, it would
suffice to remark, that land not of equal but of greatly inferior quality
to that previously cultivated, is continually reclaimed in England,
at an expense which the subsequently accruing rent is sufficient to
replace completely in a small number of years. The doctrine,
moreover, is totally opposed to Mr. Carey's own economical opinions.
No one maintains more strenuously than Mr. Carey the undoubted
truth, that as society advances in population, wealth, and com-
bination of labour, land constantly rises in value and price. This,
however, could not possibly be true, if the present value of land
were less than the expense of clear_g it and making it fit for cultiva-
tion; for it must have been worth this immediately after it was
cleared; and according to Mr. Carey it has been rising in value
ever since.

When, however, Mr. Carey asserts that the whole land of any
country is not now worth the capital which has been expended on it,
he does not mean that each particular estate is worth lees than
what has been laid out in improving it, and that, to the proprietors,
the improvement of the land has been, in the final result, a mis-
calculation. He means, not that the land of Great Britain would
not now sell for what has been laid out upon it, but that it would
not sell for that amount plus the expense of making all the roads,
canals, and railways. This is probably true, but is no more to the
purpose, and no more important in political economy, than if the
statement had been, that it would not sell for the sums laid out on
it plus the national debt, or plus the cost of the French Revolutionary
war, or any other expense incurred for a real or imaginary public
advantage_ The roads, railways, and canals were not constructed
to give value to land : on the contrary, their natural effect was to
lower its value, by rendering other and rival lands accessible : and
the landlords of the southern counti_ actually petitioned Parlia-
ment against the turnpike roads on this very account.

remainderof thisparagraph,togetherwiththefollowingparagraph,tooktheb
presentformfinallyin the 6th ed. (1865).l



_n BOOKIL CHAPTERXVL }5

The tendency of improved communications is to lower existing
rents, by trenching on the monopoly of the land nearest to the
places where large numbers of consumers are assembled. Roads
and canals are not intended to raise the value of the land which

already supplies the markets, but (among other purposes) to cheapen
the supply, by letting in the produce of other and more distant
lands ; and the more effectually this purpose is attained, the lower
rent will be. If we could imagine that the railways and canals of
the United States, instead of only cheapening communication, did
their business so effectually as to annihilate cost of carriage alto-
gether, and enable the produce of Michigan to reach the market of
New York as quickly and as cheaply as the produce of Long Island--
the whole value of all the land of the United States (except such as
lies convenient for building) would be annihilated; or rather, the
best would only sell for the expense of clearing, and the government
tax of a dollar and a quarter per acre; since land in Michigan,
equal to the best in the United States, may be had in unlimited
abundance by that amount of outlay. But it is strange that Mr.
Carey should think this fact inconsistent with the Ricardo theory
of rent. Admitting all that he asserts, it is still true that as long
as there is land which yields no rent, the land which does yield rent,
does so in consequence of some advantage which it enjoys, in fertility
or vicinity to markets, over the other; and the measure of its
advantage is also the measure of its rent. And the cause of its
yielding rent is that it possesses a natural monopoly ; the quantity
of ]and, as favourably circnmatanced as itself, not being sufficient
to supply the market. These propositions constitute the theory
of rent laid down by Ricardo ; and if they are true, I cannot see
that it signifies much whether the rent which the land yields at
the present time, is greater or less than the interest of the capital
which has been laid out to raise its value, together with the interest
of the capital which has been laid out to lower its value.

Mr. Carey's objection, however, has somewhat more of ingenuity
than the arguments commonly met with against the theory of rent ;
a theorem which may be called the po_ a_norum of political
economy, for there are, I am inclined to think, few persons who have
refused their assent to it except from not having thoroughly under-
stood it. The loose and inaccurate way in which it is often
apprehended by those who affect to refute it, is very remarkable.
Many, for instance, have imputed absurdity to Mr. Ricardo's
theory, because it is absurd to say that the c_iva_/on d inferior
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land is the cause of rent on the superior. Mr. Ricardo does not say
that it is the cultivation of inferior land, but the _ee88_ty of cu/tivat-
i_ it, from the insufficiency of the superior land to feed a growing
population: between which and the proposition imputed to him
there is no le_ a di6erence than that between demand and supply.

Others again allege as an objection against Ricardo, that if all
land were of equal fertility, it might still yield a rent. But
Ricardo says precisely the same. He says that if all lands were
equally fertile, those which are nearer to their market than others,
and are therefore less burthened with cost of carriage, would yield
a rent equivalent to the advantage; and that the land yielding
no rent would then be, not the least fertile, but the least advantage-

ously situated, which the wants of the community required to be
brought into cultivation. It is also distinctly a portion of Ricardo's
doctrine, that even apart from differences of situation, the land of
a country supposed to be of uniform fertility would, all of it, on a
certain supposition, pay rent : namely, if the demand of the com-
munity required that it should all be cultivated, and cultivated
beyond the point at which a farther application of capital begins
to be attended with a smaller proportional return. It would be
impossible to show that, except by forcible exaction, the whole
land of a country can yield a rent on any other supposition.!

§ 6. After this view of the nature and causes of ren_., let us
turn back to the subject of profits, and bring up for reconsideration
one of the propositions laid down in the last chapter. We there
stated, that the advances of the capitalist, or in other words, the
expenses of production, consist solely in wages of labour; that
whatever portion of the outlay is not wages, is previous profit, and
whatever is not previous profit, is wages. Rent, however, being
an dement which it is impossible to resolve into either profits or

wages, we were obliged, for the moment, to assume that the capitalist
is not required to pay rent--to give an equivalent for the use of an
appropriated natural agent : and I undertook to show in the proper
place, that this is an allowable supposition, and that rent does not
really form any part of the expenses of production, or of the advances
of the capitalist. The grounds on which this assertion was made
are now apparent. It is true that all tenant farmers, and many

I [So from the 5th od. {1862). Until then the concluding _ntonoo of the
paragraph had boon : "It would be difficult to show that the whole land of the
eountry aan yield a rent on any other suppolitiom"]
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other classes of producers, pay rent. But we have now seen, that
whoever cultivates ]and, paying a rent for it, gets in return for his
rent an instrument of superior power to other instruments of the
same kind for which no rent is paid. The superiority of the instru-

ment is in exact proportion to the rent paid for it. If a few persons
had steam-engines of superior power to all others in existence, but
limited by physical laws to a number short of the demand, the rent

which a manufacturer would be willing to pay for one of these
steam-engines could not be looked upon as an addition to his outlay,
because by the use of it he would save in his other expenses the
equivalent of what it cost him" without it he could not do the

same quantity of work, unless at an additional expense equal to
the rent. The same thing is true of land. The real expenses of
production are those incurred on the worst land, or by the capital
employed in the least favourable citcnm.tances. This land or

capital pays, as we have seen, no rent ; but the expenses to which
it is subject cause all other land or agricultural capital to be sub-
jected to an equivalent expense in the form of rent. Whoever
does pay rent gets back its full value in extra advantages, and the
rent which be pays does not place him in a worse position than, but
only in the same position as, his fellow-producer who pays no rent,
but whose instrument is one of inferior efficiency.

We have now completed the exposition of the laws which regulate
the distribution of the produce of land, labour, and capital, as far
as it is possible to discuss those laws independently of the instru-
mentalityby which in a civilized society the distribution is effected ;
the machinery of Exchange and Price. The more complete elucida-
tion and final confirmation of the laws which we have laid down,
and the deduction of their most important consequences, must be
preceded by an explanation of the nature and working of that
maehinery--a subject so extensive and complicated as to require I
separate Book. 1



BOOK III

EXCHANGE

CHAPTER I

07 VALUE

1. THB subject on which we are now about to enter tilts so
important and conspicuous a position in pohtical economy, that in
the apprehension of some thinkers its boundaries confound them-
selves with those of the science itself. One eminent writer has

proposed as a name for Pohtical Economy, "Catallactics," or the
science of exchanges: by others it has been called the Science of
Values. If these denominations had appeared to me logically
correct, I must have placed the discussion of the elementary laws
of value at the commencement of our inquiry, instead of postponin_
it to the Third Part; and the possibility of so long deferring it is

alone a sufficient proof that this view of the nature of Political
Economy istoo confined. It is true that in the preceding Books we
have notescaped the necessity of anticipating some small portion of
the theory of Value, especially as to the value of labour and of land.
It is nevertheless evident, that of the two great departments of

Political Economy, the production of wealth and its distribution,
the consideration of Value has to do with the latter alone ; and wi,_h

that, only so far as competition, and not usage or custom, is the
distributing agency. The conditions and laws of Production wou!_t
be the same as they are, if the arrangements of society did not
depend on Exchange, or did not admit of it. Even in the present
system of industrial life, in which employments are minutely sub-
divided, and all ooncemed in production depend for their remunera-
tion on the price of a particular commodity, exchange is not the
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fundamental law of the distribution of the produce, no more than
roads and carriages are the essential laws of motion, but merely a
part of the machinery for effecting it. To confound these ideas
seems to me not only a logical, but a practical blunder. It is a
case of the error too common in political economy, of not distinguish-
ing between necessities arising from the nature of things, and those
created by social arrangements: an error which appears to me to
be at all times producing two opposite mischiefs ; on the one hand,
causing political economists to class the merely temporary truths
of their subject among its permanent and universal laws ; and on
the other, leading many persons to mistake the permanent laws of
Production (such as those on which the necessity is grounded of
restraining population) for temporary accidents arising from the
existing constitution of society--which those who would frame a
new system of social arrangements are at liberty to disregard.

In a state of society, however, in which the industrial system is
entirely founded on purchase and sale, each individual, for the most
part, living not on things in the production of which he himself bears
a part, but on things obtained by a double exchange, a sale followed
by a purchase--the question of Value is fundamental. Almost
every speculation respecting the economical interests of a society
thus constituted implies some theory of Value: the smallest error
on that subject infects with corresponding error all our other con-
clusions; and anything vague or misty in our conception of it
creates confusion and uncertainty in everything else. Happily,
there is nothing in the laws of value which remains [1848] for the

present or any future writer to clear up ; the theory of the subject
is complete : the only difficulty to be overcome is that of so stating
it as to solve by anticipation the chief perplexities which occur in
applying it: and to do this, some minuteness of exposition, and
considerable demands on the patience of the reader, are unavoid-
able. He will be amply repaid however (if a stranger to these

inquiries), by the ease and rapidity with which a thorough under°
standing of this subject will enable him to fathom mast of the
remaining questions of political economy.

§ 2. We mu_ begin by settling our phraseology. Adam Smith,
in a passage often quoted, hu touched upon the most obvious
ambiguity of the word value ; which, in one of its senses, signifies
usefulness, in another, power of purchasing ; in his own language,
value in use and value in exchange. But (as Mr. De Quincey has
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remarked) in illustrating this double meaning Adam Smith has
himaelf fallen into another ambiguity. Things (he says) which have
the greatest value in use have often little or no value in exchange ;
which is true, since that which can be obtained without labour or
8acKtlcewill command no price, however useful or needful it may be.
But he proceeds to add, that things which have the greatest value
in exchange, as a diamond for example, may have little or no value
inuse. Thisisemployingtheworduse,notinthesenseinwhich
politicaleconomyisconcernedwithit,butinthatothersensein

whichuseisopposedtopleasure.Politicaleconomyhasnothingto
dowiththecomparativeestimationofdifferentusesinthejudgment
ofa philosopherorofa moralist.The useofa thing,inpolitical
economy,meansitscapacitytosatisfya desireorservea purpose.
Diamondshavethiscapacityinahighdegree,and unlesstheyhad
it,wouldnotbearany price.Va]ueinuse,orasMr.De Quincey
callsit,te2eo/og_cvalue,istheextremelimitofvalueinexchange.
The exchangevalueofathingmay fallshort,toany amount,ofits
valueinuse;butthatitcaneverexceedthevalueinuseimpliesa
contradiction; itsupposesthatpersonswillgive,topossessa thing,
morethantheutmostvaluewhichtheythemselvesputuponitasa
means ofgratifyingtheirinclinations

The wordValue,when usedwithoutadjunct,alwaysmeans,in
politicaleconomy,valueinexchange;orasithasbeencalledby
Adam Smithandhissuccessors,exchangeablevalue,aphrasewhich
no amountofauthoritythatcan be quotedforitcan make other
thanbad English.Mr.De QuinceysubstitutesthetermExchange
Value,whichisunexceptionable.

Exchangevaluerequirestobe distinguishedfromPrice.The
wordsValue and Pricewereusedas synonymousby the early
politicaleconomists,and arenot alwaysdiscriminatedeven by
Ricardo.But the most accuratemodern writers,to avoidthe

wastefulexpenditureoftwo goodscientifictermson a singleidea,
have employed Price to express the value of a thing in relation to
money; the quantity of money for which it will exchange. By
the price of a thing, therefore, we shall henceforth understand its
value in money; by the value, or exchange value of a thing, im
general power of purchasing; the command which its possession
gives over purchaseable commodities in generaL

§ 3. But here a fresh d_mand for explanation presents itself.
What is meant by command over commodities in general ? The
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same thing exchanges for a great quantity of some commodities,

and for a very small quantity of others. A suit of clothes exchanges
for a great quantity of bread, and for a very small quantity of
precious stones. The value of a thing in exchange for some com-
modities may be rising, for others falling. A coat may exchange for
less bread this year than last, if the harvest has been bad, but for
more glass or iron, if a tax has been taken off those commodities, or
an improvement made in their manufacture. Has the value of the
coat, under these circumstances, fallen or risen ? It is impossible
to say : all that can be said is, that it has fallen in relation to one
thing, and risen in respect to another. But there is another case,
in which no one would have any hesitation in saying what sort of
change had taken place in the value of the coat : namely, if the
cause in which the disturbance of exchange values originated was
something directly affecting the coat itself, and not the bread or the
glass. Suppose, for example, that an invention had been made in
machinery by which broadcloth could be woven at half the former
cost_ The et_ect of this would be to lower the value of a coat, and
if lowered by this cause, it would be lowered not in relation to bread
only or to glass only, but to all purchaseable things, except such a_
happened to be affected at the very time by a slmilar depressing
cause. We should therefore say that there had been a fall in the
exchange value or general purchasing power of a coat. The idea of
general exchange value originates in the fact, that there really are
causes which tend to alter the value of a thing in exchange for
things generally, that is, for all things which are not themselves
acted upon by causes of similar tendency.

In considering exchange value scientitleally, it is expedient
to obstract from it all causes except those which originate in the
very commodity under consideration. Those which originate in the
commodities with which we compare it, affect its value in relation
to those commodities ; but those which originate in itself affect its

value in relation to all commodities. In order the more completely
to confine our attention to these last, it is convenient to assume that

all commodities but the one in question remain invariable in their
relative values. When we are considering the causes which raise or
lower the value of corn, we suppose that woo]lens, silks, cutlery s
sugar, timbers &c., while varying in their power of purchu__ng corns
remain constant in the proportions in which they exchange for one
another. On this assumption, any one of them may be taken as a
representative of all the rest ; since in whatever manner corn varies
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in value with respe_ to any one commodity, it varies in the eame
manner and degree with respect to every other ; and the upward or
downward movement of its value estimated in some one thing is
all that need be considered. Its money value, therefore, or price,
will represent as well as anything else its general exchange valuej
or purchasing power ; and from an obvious convenience will often

be employed by us in that representative character ; with the pro.
vise that money itself do not vary in its general purchasing power,
but that the prices of all things, other than that which we happen
to be considering, remain unaltered.

§ 4. The distinction between Value and Price, as we have now

defined them, is so obvious, as scarcely to seem in need of any
illustration. But in political economy the greatest errors arise
from overlooking the most obvious truths. Simple as this dis-
tinction is, it has consequences with which a reader unacquainted
with the subject would do well to begin early by making himself
thoroughly familiar. The following is one of the principal. There

is such a thing as a general rise of prices. All commodities may
rise in their money price. But there cannot be a general rise of
values. It is a contradiction in terms. A can only rise in value by
exchanging for a greater quantity of B and C ; in which case these

must exchange for a smaller quantity of A. All things cannot rise
relatively to one another. If one-half of the commodities in the
market rise in exchange value, the very terms imply a fall of the
other half ; and reciprocally, the fall implies a rise. Things which
are exchanged for one another can no more aJl fall, or all risej than
a dozen runners can each outrun all the rest, or a hundred trees all

overtop one another. Simple as this truth is, we shall presently see
that it is lost sight of in some of the most accredited doctrines both
of theorists and of what are called practical men. And as a first
specimen we may instance the great importance attached in the
imagination of most people to a rise or fall of general prices. Because
when the price of any one commodity rises, the circumstance usually
indicates a rise of its value, people have an indistinct feeling when
all prices rise, as if all things simultaneously had risen in value, and
all the possessors had become enriched. That the money prices of
all thln_ should rise or fall, provided they all rise or fall equally, is
in itself, and apart from existing contracts, of no consequence. It
affects nobody's wages, profits, or rent. Every one gets more money
in the one case and less in the other ; but of all that is to be bought
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with money they get neither more nor less than before. It makcl
no other difference than that of using more or fewer counters to
reckon by. The only thing which in this case is really altered in
value is money ; and the only persons who either gain or lose axe
the holders of money, or those who have to receive or to pay fixed
sums of it. There is a difference to annuitants and to creditors the

one way, and to those who are burthened with annuities, or with
debts, the contrary way. There is a disturbance, in short, of fixed
money contracts ; and this is an evil, whether it takes place in the
debtor's favour or in the creditor'a But as to future transactions

there is no difference to any one. Let it therefore be remembered
(and occasions will often arise for calling it to mind) that a general
rise or a general fall of values is a contradiction ; and that a general
rise or a general fall of prices is merely tantamount to an alteration
in the value of money, and is a matter of complete indifference, savt
in so far as it affects existing contracts for receiving and paying
fixed pecuniary amounts, ! and (it must be added) as it affects the
interests of the producers of money.

§ 5. Before commencing the inquiry into the laws of value and
price, I have one further observation to make. I must give warning,
once for all, that the cases I contemplate are those in which values
and prices are determined by competition alone. In so far only as
they are thus determined can they be reduced to any assignable
law. The buyers must be supposed as studious to buy cheap, as
the sellers to sell dear. The values and prices, therefore, to which
our conclusions apply, are mercantile values and prices; such
prices as are quoted in price-currents ; prices in the wholesale markets,
tn which buying as well as selling is a matter of business ; in which
the buyers take pains to know, and generally do -know, the lowest
price at which an article of a given quality can be obtained ; and
in which, therefore, the axiom is true, that there cannot he for the
same article, of the same quality, two prices in the same market.
Our propositions will be true in a much more qualified sense of
retail prices; the prices paid in shops for articles of personal con-
snmption. For such things there often axe not merely two, but
many prices, in different shops, or even in the same shop ; habit and
accident having as much to do in the matter as general causes.
Purchases for private uso_ even by people in busineesa are not

! [The remainivg words of the sentence were added in the Oghed. (1866).J
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a]way_ made on business principles : the feelings which come into
play in the operation of getting, and in that of spending their incemel
are often extremely different. Either from indolence, or careless-
nessl or because people think it fine to pay and ask no questions,
three-fourths of those who can afford it give much higher prices
than necessary for the things they consume ; while the poor often
do the same from ignorance and defect of judgment, want of time
for searching and mal_ing inquiry, and not unfrequentiy from
coercion, open or disguised. For these reasons, retail prices do not
follow with all the regularity which might be expected the action
of the causes which determine wholesale prices. The influence of
those causes is ultimate|y felt in the retail markets, and is the real
source of such variations in retail prices as are of a general and
permanent character. But there is no regular or exact correspond-
ence. Shoes of equally good quailty are sold in different shops at
price_ which differ considerably ; and the price of leathe_ may fall
without causing the richer class of buyers to pay less for shoes.
Nevertheless, shoes do sometimes fall in price; and when they dos
the cause is always some such general circumstance as the cheapen-
ing of leather : and when leather is cheapened_ even if no difference
shows itself in shops frequented by rich people, the artizan and the
labourer generally get their shoes cheaper, and there is a visible
diminution in the contract prices at which shoes are delivered for
the supply of a workhouse or of a regiment. In all reasoning
about prices, the proviso must be understood, "supposing all
parties to take care of their own interest." Inattention to these
distinctions has led to improper applications of the abstract prin-
ciples of political economy, and still oftener to an undue discrediting
of those principles, through their being compared with a different
sort of facts from those which they contemplate s or which can fairly
be expected to accord with them.



CHAPTER II

OF DEMANDAND SUPPLY, IN THEIR RELATIONTO VALUE

§ ]. THAT a thing may have any value in exchange, two con-
ditions are necessary. It must be of some use ; that is (as already
explained), it must conduce to some purpose, satisfy some desire.
No one will pay a price, or part with anything which serves some oi
his purposes, to obtain a thing which serves none of them_ But,
secondly, the thing must not only have some utility, there must also
be some difficulty in its attainment. "Any article whatever," says
Mr. De Quincey,* " to obtain that artificial sort of value which is
meant by exchange value, must begin by offering itself as a meaus

to some desirable purpose; and secondly, even though possessing
incontestably this preliminary advantage, it will never ascend to an
exchange value in cases where it can be obtained gratuitously and
without effort ; of which last terms both are necessary as limitations.
For often it will happen that some desirable object may be obtained
gratuitously; stoop, and you gather it at your feet; but still,
because the continued iteration of this stooping exacts a laborious
e_ort, very soon it is found that to gather for yourself virtually is
not gratuitous. In the vast forests of the Canadas, at intervals,
wild strawberries may be gratuitously gathered by shiploads : yet
such is the exhaustion of a stooping posture, and of a labour so
monotonous, that everybody is soon glad to resign the service into
mercenary hands."

As was pointed out in the last chapter, the utility of a thing in
the estimation of the purchaser is the extreme limit of its exchange
value: higher the value cannot ascend; peculiar circumstances

are required to raise it so high. This topic is happily illustrated by
Mr. De Quincey. "Walk into almost any possible shop, buy the

* _ of Politi_ Economy, p. l&
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tLmt article you see ; what will determine its price ? In the ninety-
nine cases out of a hundred, simply the element D--difficulty of
attainment. The other element U, or intrinsic utility, will be
perfectly inoperative. Let the thing (measured by its uses) be, for
your purposes, worth ten guineas, so that you would rather give ten
guineas than lose it; yet, if the difficulty of producing it be only
worth one guinea, one guinea is the price which it will bear. But
still not the less, though U is inoperative, can U be supposed absent ?
By no possibility ; for, if it had been absent, assuredly you would
not have bought the article even at the lowest price. U acts upon
you, though it does not act upon the price. On the other hand, in
the hundredth case, we will suppose the circumstances reversed :
you are on Lake Superior in a steam-boat, making your way to an
unsettled region 800 miles a-head of civilization, and consciously
with no chance at all of purchasing any luxury whatsoever, little
luxury or big luxury, for the space of ten years _o come. One
fellow-passenger, whom you will part with before sunset, has a
powerful musical snuff-box; knowing by experience the power of
such a toy over your own feelings, the magic with which at times it
lulls your agitations of mind, you are vehemently desirous to pur-
chase it. In the hour of leaving London you had forgot to do so ;
here is a final chance. But the owner, aware of your situation not
less than yourself, is determined to operate by a strain pushed to
the very uttermost upon U, upon the intrinsic worth of the article
in your individual estimate for your individual purposes. He will
not hear of D as any controlling power or mitigating agency in the
case; and finally, although at six guineas a-piece in London or
Paris you might have loaded a waggon with such boxes, you pay
sixty rather than lose it when the last knell of the clock has sounded_
which summons you to buy now or to forfeit for ever. Here, as
before, only one element is operative ; before it was D, now it is U.
But after all, D was not absent, though inoperative. The inertness
of D allowed U to put forth its total effect. The practical com-
pression of D being withdrawn, U springs up like water in a pump
when released from the pressure of air. Yet still that D was present
to your thoughts, though the price was otherwise regulated, is
evident ; both because U and D must coexist in order to found any
case of exchange value whatever, and because undemably you take
into very particular consideration this D, the extreme difficulty of
attainment (which here is the greatest posslbl_, viz. an impossibility)
before you consent to have the price racked up to U. The special
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D has vankhed ; but it is replaced in your thoughts by an un-
limited D. Undoubtedly you have submitted to U in extremity
as the regulating force of the price ; but it was under a sense of D's
latent presence. Yet D is so far from exerting any positive force,
that the retirement of D from all agency whatever on the price--
this it is which creates as it were a perfect vacuum, and through
that vacuum U rushes up to its highest and ultimate gradation."

This ease, in which the value is wholly regulated by the neceseitiea
or desires of the purchaser,is the case of strict and absolute monopoly;
in which, the article desired being only obtainable from one person,
he can exact any equivalent, short of the point at which no pur-
chaser could be found. But it is not a necessary consequence, even
of complete monopoly, that the value should be forced up to this
ultimate limit; as will be seen when we have considered the law
of value in so far as depending on the other element, difficulty of
attainment.

§ 2. The dif_culty of attainment which determines value is
not always the same kind of di_culty. It sometimes consists in an
absolute limitation of the supply. There are things of which it is
physically impossible to increase the quantity beyond certain narrow
limits. Such are those wines which can be grown only in peculiar
circumstances of soil, climate, and exposure. Such also are ancient
sculptures ; pictures by old masters ; rare books or coins, or other
articles of antiquarian curiosity. Among such may also be reckoned
houses and building-ground in a town of definite extent (such ss
Venice, or any fortified town where fortifications are necessary to
security) ; the most desirable sites in any town whatever ; houses
_nd parks peculiarly favoured by natural beauty, in places where
that advantage is uncommon. Potentially, all land whatever is a
commodity of this class ; and might be practically so in countries
fully occupied and cultivated.

But there is another category (embracing the majority of all
things that are bought and sold), in which the obstacle to attain-
ment condors only in the labour and expense requisite to produce
the commodity. Without a certain labour and expense it cannot
be had : but when any one is willing to incur these, there needs be
no limit to the multiplication of the product. If there were labourers
enough and machinery enough, cottons, wco[lens, or linens might
be produced by thousands of yards for every single yard now manu-
factured. There would be a point, no doubt, where further increase
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would be stopped by the incapaci_ of the earth to afford more o_
the material. But there is no need, for any purpose of political
economy, to contemplate a time when this ideal limit could become
a practical one.

There is a third case, intermediate between the two preceding,
and rather more complex, which I shall at present merely indicate,
but the hnportance of which in political ecouomy is extremely
great. There are commodities which can be multiplied to an in-
definite extent by labour and expenditure, but not by a fixed amount
of labour and expenditure. Only a limited quantity can be produced
at a given cost : if more is wanted, it must be produced at a greater
cost. To this class, as has been often repeated, agricultural pro-
duce belongs; and generally all the rude produce of the earth;
and this peculiarity is a source of very important consequences;
one of which is the neceesity of a limit to population ; and another,

the payment of rent.

§ 3. These being the three classee, in one or other of which
all things that are bought and sold must take their place, we shall
consider them in their order. And first, of things absointe]y limited
in quantity, such as ancient sculptures or pictures.

Of such things it is commonly said, that their value depends
upon their scarcity : but the expression is not sufficiently definite
to serve our purpose. Others say, with somewhat greater precision,
that the value depends on the demand and the supply. But even
th_ statement requires much explanation, to make it a clear exponent
of the relation between the value of a thing, and the causes of which
that value is an eflec_

The supply of a commodity is an intelligible expression : it means
the quantity offered for _ale ; the quantity that is to be had, at a
given time and place, by those who wish to purchase it. But what
is meant by the demand ? Not the mere desire for the commodity.
A beggar may desire a diamond ; but t_ desire, however great, will
haveno h_fluence on the price. Writers have therefore given a more
limited sense to demand, and have defined it, the wish to possess,
combined with the power of pu_chaRing. To distinguish demand
in th_ technical sense, f_om the demand which is synonymous
with desire_ they call the former eff_ demand.* After tl_

* Adam Smith, who introduced the expression "effectual demand," em-
ployed it to denote the demand of those who are willing and able to give for
the eommodity what he calls ira natural priee, that ia the price which will
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explanation, it is usually supposed that there remains no further
dii_eulty, and that the value depends upon the ratio between the
effectual demand, as thus defined, and the supply.

These phrases, however, fail to astisf y any one who requires
clear ideas, and a perfectly precise expression of them. Some
confusion must always attach to a phrase so inappropriate as tha_
of a rat_o between two things not of the same denomination. What
ratio can there be between a quantity and a desire= or even a desire

combined with a power ? A ratio between demand and supply is
only intelligible if by demand we mean the quantity demanded, and
if the ratio intended is that between the quantity demanded and
the quantity supplied. But again, the quantity demanded is not a
fixed quantity, even at the same time and place ; it varies according
to the value ; if the thing is cheap, there is usually a demand for
more of it than when it is dear. The demand, therefore, partly
depends on the value. But it was before laid down that the value
depends on the demand. From this contradiction how shall we
extricate ourselves ? How solve the paradox, of two thin_, each
depending upon the other ?

Though the solution of these dit_culties is obvious enough, the
dit_culties themselves are not fanciful ; and I bring them forward
thus prominently, because I am certain that they obscurely haunt
every inquirer into the subject who has not openly faced and
distinctly realized them. Undoubtedly the true 8olution must

have been frequently given, though I cannot call to mind any one
who had given it before myself, except the emlnently clear thini_er
and skilful expositor, J. B. Say. I should have imagined, however_
that it must be fatal]Jar to all political economists, if the writings of
several did not give evidence of some want of clearne_ on the

point, and if the instance of Mr. De Quincey did not prove that the
complete non-recognition and implied denial of it are compatible
with great intellectual ingenuity, and close intimacy with the subject
matter.

| 4. Meaning, by the word demand, the quantity demanded, and
remembering that this is not a fixed quantity, but in general varies
according to the value, let us suppose that the demand at some

particular time exceeds the supply, that is, there are persons ready to
buy, at the market value, a greater quantity than is offered for sale.

enable it to be permanently produced and brought to market.--S_ bi _hapter
on Natural and Market Price,(book i. oh. 7}.
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Competition takes place on the side of the buyers, and the value
rises: but how much ? In the ratio (some may suppose) d the
deficiency : if the demand exceeds the supply by one-third, the value
rises one-third. By no means: for when the value has risen

one-third, the demand may still exceed the supply; there may,
eve_ at that higher value, be a greater quantity wanted than is tc
be hat; and the competition of buyers may still continue._ If
the article is a necessary of hie, which, rather than resign, people
are willing to pay for at any price, a deficiency of one-third may
raise the price to double, triple, or quadruple.* Or, on the contrary,
the competition may cease before the value has risen in even the
proportion of the deficiency. A rise, short of one-third, may place the
article beyond the means, or beyond the inchnations, of purchasers
to the full amount. At what point, then, will the rise be arrested ?
At the point, whatever it be, which equahzes the demand and the
supply : at the price which cuts off the extra third from the demand,
or brings forward additional sellers sufficient to supply it. When,
in either of these ways, or by a combination of both, the demand

becomes equal and no more than equal to the supply, the rise of
value will stop.

The converse case is equally simple. Instead of a demand
beyond the supply, let us suppose a supply exceeding the demand.
The competition will now be on the side of the sellers : the extra
quantity can only find a market by calling forth an additional demand
equal to itself. This is accomplished by means of cheapness ; the
value falls, and brings the article within the reach of more numerous
customers, or induces those who were already consumers to make
increased purchases. The fall of value required to re-establish
equality is different in different cases. The kinds of things in which
it is commonly greatest are at the two extremities of the scale;
absolute necessaries, or those peculiar luxuries, the taste for which
is confined to a small class. In the case of food, as those who have

already enough do not require more on account of its cheapness, but
rather expend in other things what they save in food, the increased
consumption occasioned by cheapness carries off, as experience

* "The price of corn in this country has risen from 100 to 200 per cent and
upwards, when the utmost computed deficiencyof the crops has not been more
than between one-sixth and one-thirdbelowan average, and whenthat dcficivnoy
has been relieved by foreign supplies. If there should be a deficiency of the
crops amounting to one-third, without any surplus from a fo_mer year, and
without any chance of relief by importation, the price might rise five, iix, or
even tenfold."_Tooke's Hidory of Prices. vol. i. pp. 13-6.
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shows, only a small part of the extra supply caused by an &bund_t
_xvest ;* and the f_ll is practically arrested only when the fl_ners
withdraw thdr corn, and hold it back in hopes of a higher price;
or by the operations of speculators who buy corn when it is cheap,
and store it up to be brought out when more urgently wanted.
Whether the demand and supply are equalized by an increased
demand, the result of cheapness, or by withdrawing a part of the
supply, equalized they are in either ease.

Thus we see that the idea of a rat/o, as between demand and
supply, is out of place, and has no concern in the matter: the
proper mathematical analogy is that of an equat/on. Demand and
supply, the quantity demanded and the quantity supplied, will be
made equal. If unequal at any moment, competition equalizes
them, and the manner in which this is done is by an adjustment
of the value. If the demand increases, the value rises ; if the demand
diminishes, the value falls : again, if the supply falls off, the value
rises; and falls if the supply is increased. The rise or the fall
continues until the demand and supply are again equal to one
another: and the value which a commodity will bring in any
market is no other than the value which, in that market, gives a
demand just sufficient to carry off the existing or expected supply.

This, then, is the Law of Value, with respect to all commodities
not susceptible of being multiplied at pleasure. Such commodities,
no doubt, are exceptions. There is another law for that much
larger class of things, which admit of indefinite multiplication. But
it is not the less necessary to conceive distinctly and grasp firmly
the theory of this exceptional case. In the first place, it will be
found to be of great assistance in rendering the more common case
intelligible. And in the next place, the principle of the exception
stretches wider, and embraces more cases, than might at first be
suppo_L

§ 5. There are but few commodities which axe naturally and
necessarily limited in supply. But any commodity whatever may
be artificially so. Any commodity may be the subject of a mono-
poly: like tea, in this country, up to 1834; tobacco in France,
opium in British India, at present [1848_ The price of a monopolized
commodity is commonly supposed to be arbitrary; depending oT,
the will of t_e monopolist, and limited only (as in Mr. De Quincey's

• SeeTooke,and the Repo_of the AgriculturalCommitteeof 18_L
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Qase of the musical box in the wilds of America) by the buyer's extreme
estimate of its worth to himself. This is in one sense true, but forms

no exception, nevertheless, to the dependence of the value on
supply and demand. The monopolist can fix the value as high as
he pleases, short of what the consumer either could not or would

not pay; but he can only do so by limiting the supply. The Dutch
East India Company obtained a monopoly price for the produce
of the Spice Islands, but to do so they were obliged, in good seasons,
to destroy a portion of the crop. Had they persisted in selling all
that they produced, they must have forced a market by reducing the
price, so low, perhaps, that they would have received for the larger
quantity a less total return than for the smaller: at least they
showed that such was their opiaion by destroying the surplus.
Even on Lake Superior, Mr. De Qaincey's huckster could not have
sold his box for sixty guineas, if he had possessed two musical
boxes and desired to sell them both. Supposing the cost price ot
each to be six guineas, he would have taken seventy for the two in
preference to sixty for one; that is, although his monopoly was
the closest possible, he would have sold the boxes at thirty-five
guineas each, notwithstanding that sixty was not beyond the buyer's

estimate of the article for his purposes. Monopoly value, therefore,
does not depend on any peculiar principle, but is a mere variety of the
ordinary case of demand and supply.

Again, though there are few commodities which are at all ti_es
and for ever unsusceptible of increase of supply, any commodity
whatever may be temporarily so ; and with some commodities this
is habitually the case. Agricultural produce, for example, cannot
be increased in quantity before the next harvest; the quantity ot
corn already existing in the world is all that can be had for some-
times a year to come. During that interval corn is practically
assimilated to things of which the quantity cannot be increased.
In the case of most commodities, it requires a certain time to increase
their quantity; and if the demand increases, then, until a correspond°
ing supply can be brought forward, that is, until the supply can
accommodate itself to the demand, the value will so rise as to

accommodate the demand to the supply.
There is another case, the exact converse of this. There are

some articles d which the supply may be indefinitely increased,
but cannot be rapidly diminished. There are things so durable
that the quantity in e_b_tence is at all times very great in com-
parison with the annual produo_ Gold, and the more durable

Q
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metals, are things of this sort ; and also honses. The supply m
such thln_s might be at once diminished by destroying them;
but to do this could only be the interest of the possessor if he had
a monopoly of the article, and could repay him_Af for the destruction
of a part by the increased value of the remsindex. The value, there-
fore, of such things may continue for a long time so low, either from
excess of supply or failing off in the demand, as to put a complete
stop to further production; the diminution of supply by wearing
out being so slow a process, that a long time is requisite, even under
a total suspension of production, to restore the original value.
During that interval the value wilt be regulated solely by supply and
demand, and will rise very gradually as the existing stock wears out,
until there is again a remuneratin_ value, and production resumes
its course.

lVinally, there _ commoditiss of which, though capable of
being increased or dimlni_hed to a great, and even an nnlimited
extent, the value never depends upon anything but demand and
supply. This is the case, in particular, with the commodity Labour |

of the value of whichwe have treated copiously in the preceding Book:
and there aremany cases besides, in which we shall find it necessary to
call in this principle to solve difllcult questions of exchange valu_
This will be paxticularly exemplified when we treat of International
Values ; that is, of the terms of interchange between things produced
in different countries, or, to speak more generally, in distant places.
But into these questions we cannot enter, until we shah have
examined the ease of commodities which can be increased in quantity
indefinitely and at pleasure ; and ihall have determined by what
law, other than that of Demand and Supply, the permanent or
average values of such commodities am regulated. TI_ we shall
do in the next chapter.



CHAPTER Ill

OF Coffr OF PRODUCTION, IN IT8 RELATION TO V&LUB

| 1. WHES the production of a commodity is the effect o!

labour and expenditure, whether the commodity is susceptible
of unlimited multiplication or not, there is a minimum value which
is the eesential condition of its being permanently produced. The
value at any particular time is the result of supply and demand;
and is always that which is necessary to create a market for the
existing supply. But _ees that value is sufficient to repay
the Cost of Production, and to afford, besides, the ordinary expecta-
tion of profit, the commodity will not continue to be produced.
Capitalists will not go on permanently producing at a losL They
will not even go on producing at a profit less than they can live o_

Persons whose capital is already embarked, and cannot be easily
extricated, will persevere for a considerable time without profit, and
have been known to persevere even at a loss, in hope of better times.
But they will not do so indefinitely, or whenthere is nothing to indicate
that times are likely to improv_ No new capital will be invested
in an employment, unless there be an expectation not only of some
profit, but of a profit as great (regard being had to the degree of
eligibility of the employment in Otherrespects)as can be hoped
for in any other occupation at that time and place. When such
profit is evidently not to be had, if people do not actually withdraw
their capital, they at least abstain from replacing it when consumed.
The cost of production, together with the ordinary profit, may there-
fore be called the necessa_ price, or value, of al] things made by
labour and capital Nobody willingly produoes in the prospect
of 1o_ Whoever does so, does it under a mL_lculation, which
he corrects as fast as he is abl_

When a commodity is not only made by labour and capital,
but can be made by them in indefiu/te quantity, this Necessary
Value, the m{n_m_ with which the pl_inflel_ wi_ be content, is
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also, ff competition is free and active, the ms_mu_ which they
can expect. If the value of a commodity is such that it repays the
oost of production not only with the customary, but with a higher
rate of profit, capital rashes to share in this extra gain, and by
increasing the supply of the article, reduces its value. This is not
a mere supposition or surmise, but a fact familiar to those conversant
with commercial operations. Whenever a new line of business
presents itself, offering a hope of unusual profits, and whenever
any established tr_e or manufacture is believed to be yielding a
greater profit than customary, there is sure to he in a short time so
large a production or importation of the commodity, as not only
destroys the extra profit, but generally goes beyond the mark,
and sinks the value as much too low as it had before been raised

too high ; until the over-supply is corrected by a total or partial
suspension of further production. As already intimated,* these
variations in the quantity produced do not presuppose or require
that any person should change his employment. Those whose
business is thriving, increase their produce by availln_ themselves
more largely of their credit, while those who are not making the
ordinary profit, restrict their operations, and (in manufacturing
phrase) work short time. In this mode is surely and speedily
effected the equalization, not of profits perhaps, but of the expecta-
tions of profit, in different occupations.

As a general rule, then, things tend to exchange for one another at
such values as will enable each producer to be repaid the cost of
productionwith the ordinary profit; in other wc_ds, such as will
give to all producers the same rate of profit on their outlay. But
in order that the profit may be equal where the outlay, that is, the
cost of production, is equal, things must on the average exchange
for one another in the ratio of their cost of production: things
of which the cost of production is the same, must be of the same
value. For only thus will an equal outlay yield an equal retur_
If a farmer with a capital equal to 1000 quarters of corn, can produce
1200 quarters, yielding him a profit of 20 per cent; whatever
else can be produced in the same time by s capital of 1000 quarters
must he worth, that is, must exchange for, 1200 quarters, otherwise
the producer would gain either more or less than 20 per cont.

AdAm Smith and Ricardo have called that value of a thing
which is proportional to its cost of preductio., its N&tuml Value

* Supra, p. 412.
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(or its Natural l_ee,. They meant by this, the point about which
the value oscillates, and to which it always tends to return; the
centre value, towards which, as Adam Smith expresses it, the m_,ket
ValUe of a thing is constantly gravitating; and any deviation
from which is hut a temporary irregularity, which, the moment
it exists, sets forces in motion tending to correct it. On an average
of years sufficient to enable the oscillations on one side of the central
line to be compensated by those on the other, the market value
agrees with the natural value ; but it very seldom coincides exactly
with it at any particular time. The sea everywhere tends to a level ;
but it never is at an exact level ; its surface is always rut_ledby
waves, and often agitated by storms. It is enough that no point,
st least in the open see, is permanently higher than another. Each
place is alternately elevated and depressed ; but the ocean preservea
its level.

§ 2. The latent influence by which the values of thi,_ are
made to conform in the long run to the cost of production is the
variation that would otherwise take place in the supply of the
commodity. The supply would be increased if the thing continued
to sell above the ratio of its cost of production, and would be
dlmini_hed if it fell below that ratio. But we must not therefore

suppose it to be necessary that the supply should _ be either
dhnini_bed or increased. Suppose that the cost of production of
a thing is cheapened by some mechanical invention, or increased
by a tax. The value of the thing would in a little time, if not
immediately, fall in the one case, and rise in the other ; and it
would do so, because, if it did not, the supply would in the one
case be increased, until the price fell, in the other dlmlniRl_ed, unti_
it ros_ For this reason, and from the erroneous notion that value
depends on the proporc/on between the demand and the supply,
many persons suppose that this proportion must be altered whenever
there is any change in the value of the commodity ; that the value
cannot fall through a diminution of the cost of production, unless
the supply is permanently increased ; nor rise, unless the supply is
permanently diminished. But this is not the fact: there is no
need that there should be any actual alteration of supply ; and
when there is_ the alteration, if permanent, is not the cause_ but
the consequence of the alteration in valUe. If, indeed, the eupply
eou/d not be increased_ no diminution in the cost of production
would lower the wdUe: but there is by no means any nsee_ity



that it ahotd£ The mere pomibUlty often _; the deaJen¢
are aware of what would happen, and their mutual competition
makes them anticipate the result by lowering the price. Whether
there will be a greater permanent _-pply of the commodity after its
production has been cheapened, depends on quite another queetion,
namely, on whether a greater quantity is wanted at the reduced
vs]ue. Most Commonly a _ qusntity is wanted, but not
neeema_y. "A man," says Mr. De Quincey,* "buys an article ol
instmlt applicability to hie own purposes the more readily and the
more largely as it happens to be cheaper. Silk handkerchiefs having
fallen to half-price, he will buy, perhaps, in threefold quantity ; but
he doee not buy more steam-enginee because the price is lowered.
His demRnd for steam-engines is aimoet always predetermined by
the e_e-mRt_mces of his e_tuation. So far as he considem the met

at all, it is much more the cost of working this engine than the cost
upon its purchase. But there are many articles for which the
market is absolutely and merely limited by a pze-exisfing _jstem,
to which those srfielee are att4tched as subordinate ]_rte or members.
How could we force the _ or faces of fimepiecee by artificial

chespnees to sell more plentL_dly than the inner works or movements
of such fimepicoee ? Could the sale of wine-vaults be increased
without inerea_i-g the sale of wine ? Or the tools of shipwrights find
an enlarged market whilst shipbui]din_ was stationary T .... Offer
to a town of 3000 inhabit_nte a stock of hearsee, no cheapnea wiU

t_.mpt that town into buying more than one. Offer a stock of
yachts, the chief cost lies in mann_, victualling, t_p_i_ng; no
dimi-ufion upon the mere price to a pu_haser will tempt into the
market any man whose habits and propensitiee had not already
disposed him to such a p_ So of professional costume for
bishops, lawyen, students at Oxford." Nobody doubts, however,
that the price and value of all these t_i,_ would be eventually
lowered by any dimlnution of their cost of production ; and lowered
through the apprehension ent_tv_ued of new eompefitom, and an
increased wapply ; though the great hazard to which a new coln-

petitor wolz[d expose himRe]_[I in an article not susceptible of any
conside_ble extension of its market, would enable the established

dealers to maintain tbe_ _ prices much longer than they
could do in an _e offering more encouragement to competi_don.

Again; zeverse the case, a,nd _ the ecet d production

* Lo_ofP_ _, pp. 280-1.
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inclined, as for _ample by laying a tax on the commodity. The
value would rise; and that, probably, immediately. Would the
supply be diminished ? Ouly if the increase of value dimiuished
the demancL Whether this effect followed, would soon appear, and
if it did, the value would recede somewhat, from excess of supply,
until the production was "reduced, and would then rise again.
There are many articles for which it requires a very considerable
rise of price materially to reduce the demand; in particular,
articles of necessity, such as the habitual foodof the peoplein England,
wheaten bread : of which there is probably almost as much consumed,
at the present cost price, as there would be with the present popula-
tion at a price considerably lower. Yet it is especially in such things
that dearne_ or high price is popularly confounded with scarcity.
Food may be dear from scarcity, as after a bad harvest ; but the
dearness (for example) which is the effect of taxation, or of corn
laws, has nothing whatever to do with insu_cient supply: such
causes do not much diminish the quantity of food in a country : it is
ether things rather than food that are diminished in quantity by
them, since, those who pay more for food not having so much to
expend otherwise, the production of other thin o_ contracts itself
to the limits of a smaller demand.

It is, therefore, strictly correct to say, that the value of things
which can be increased in quantity at pleasure, does not depend
(except accidentally, and during the time necessary for production
to adjust itself,) upon demand and supply ; on the contrary, demand
and supply depend upon it. There is a demand for a certain
quantity of the commodity at its natural or cost value, and to
that the supply in the long run endeavours to conform. When at
any time it fails of so conforming, it is either from miscalculation,
or from a change in some of the elements of the problem : either
in the natural value, that is, in the cost of production ; or in the
demand, Item an alteration in public taste or in the number or
wealth of the consumera These causes of disturbance are very
liable to occur, and when any one of them does occur, the market
value of the article ceases to agree with the natural valu_ The real
law of demand and supply, the equation between them, still holds
good : if a value different from the natural value be necessary to
make the demand equal to the supply, the market value will deviate
from the natural value ; but only for a time ; for the permanent
tendency of supply is to conform itself to the demand which is found
by experience to exist for the commodity when 8e]]Jngat its natma]
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value.If the supplyiseithermore or lessthan this,itism
accidentally,and affordseithermoreor lessthantheordinaryrate
of profit;which,underfreeand activecompetition,c_n-otlong
continueto be thecase.

To recapitulate:demand and supplygovernthevalueof all

thingswhichc_-notbe indefinitelyincreased; exceptthateven
[orthem,when producedby industry,thereisa minimum value,
determl,edby thecostofproduction.But inallthingswhich
admit Of indefinite multiplication, demand and supply only
determine the perturbations of value, during a period which cannot
exceed the length of time necessary for altering the supply. While
thus _]l;.g the oscillations of value, they themselves obey a superior
force, which makes value gravitate towards Cost of Production,
and which would settle it and keep it there, if fresh disturbing in-
fluences were not continually arising to make it again deviate. To
pursue the same strain of metaphor, demand and supply always
rush to an equilibrium, but the condition of stable equilibrium is
when things exchange for each other according to their cost oJ
production, or, in the expression we have used, when things are at
theirNaturalValue.



CHAPTER IV

ULTIMATE ANALYSIS O1_COST OF PRODUCTION

| 1. Tm_ component elements of Cost of Production have
been set forth in the First Part of this enquiry.* The principal o!
them, and so much the principal as to be nearly the sole, we found
to be Labour. What the production of a thing costs to its producer,
or its series of producers, is the labour expended in producing it
If we consider as the producer the capita_st who makes the advances,
the word Labour may be rcpla_d by the word Wages : what the
producecoststohim,isthewageswhichhehashad topay. At the
firstglanceindeedthissee_ tobe onlya partofhisoutlay,since
he hasnotonlypaidwagestolabourers,buthaslikewiseprodded
them withtools,materials,and perhapsbuildings.Thesetools,
materials,and buildings,however,wereproducedby labourand
capital; and theirvalue,likethatofthearticletotheproduction
ofwhichtheyaresubservient,dependsoncostofproduction,which
againisresolvableintolabour.The costofproductionofbroad-
clothdoesnotwhollyconsistinthewagesofweavers; whichalone
aredirectlypaidby theclothmanufacturer.Itconsistsalsoof
thewagesof spinnersand woolcombers,and,itmay be added_
ofshepherds,allofwhichtheclothierhaspaidforinthepriceof
yarn. It consists too of the wages of builders and bfickmakers,
whichhehasreimbursedinthecontractpriceoferectinghisfactory.
Itpartlycon_stsofthewagesofmachine-makers,iron-founders,
and miners.And tothesemustbeaddedthewagesofthecarriers
who transportedanyofthemeansand appliancesoftheproduction
totheplacewheretheyweretobe used,and theproductitselfto
theplacewhereitistobe sold.

The valueofcommodities, therefore,dependsprincipally(we
shallpresentlyseewhetheritdependssolely)on thequantityof

* _Fm, pl_ 2941.
q'2
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labour required for their production; including in the idea o|
production,that of conveyance to the market_ "In estimating," says
Ricardo,*" the exchangeable value of stockings, for example, we shall
find that their value, comparatively with other things, depends on
the total quantity of labour necessary to manufacture them and
bring them to market. First, there is the labour necessary to
cultivate the land on which the raw cotton is grown ; _condly, the
labour of conveying the cotton to the country where the stockings
are to be manufactured, which includes a portion of the labour
bestowed in building the ship in which it is conveyed, and which is
charged in the freight of the goods; thirdly, the labour of the
spinner and weaver ; fourthly, a portion of the labour of the engineer,
smith, and carpenter, who erected the buildings and machinery by
the help of which they are made; fifthly, the labour of the
dealer and of many others, whom it is unnecessary further to
particularize. The aggregate sum of these various kinds of labour
determines the quantity of other thlnos for which these stockin_
will exchange, while the same consideration of the various quantities
of labour which have been bestowed on those other thinoo_,will
equally govern the port/on of them which will be given for the
stockings.

" To convince oursalves that this is the real foundation of
exchangeable value, let us suppose any improvement to be made
in the means of abridging labour in any one of the various procesaes
through which the raw cotton must pass before the manufactured
stockings come to the market to be exchanged for other thlnoo_;
and observe the effects which will follow. If fewer men were

requiredto cultivate the rawcotton, or if fewer sailorswere employed
in navigating, or shipwrights in constructing, the ship in which
it was conveyed to us; if fewer hands were employed in raising
the buildings and machinery, or if these, when raised, were rendered
more efficient; the stockings would inevitably fall in value, and
command less of other things. They would fall, because a lea
quantity of labour was necessary to their production, and would
therefore exchange for a smaller quantity of those thln_ in which
no such abridgement of labour had been made.

" Economy in the use of labour never fails to reduce the relative

value of a commodity, whether the saving be in the labour necessary
to the manufacture of the commodity itself, or in that necemary to
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the formalin of the capital, by the aid of which it is produced. In
either case the price of stockings would fall, whether there were fewer
men employed as bleachers, spinners, and weavers, persons ira.
mediately necessary to their manufacture : or as sailors, carders,
engineers, and smiths, persons more indirectly concerned. In the
one case, the whole saving of labour would fall on the stockings,
because that portion of labour was wholly cont_ned to the stockings ;
in the other, a portion only would fall on the stockings, the remainder
being applied to all those other commodities, to the production oi
which the bufldlngs, machinery, and carriage, were subservient."

§ 2. It will have been observed that Ricardo expresses hlm_elf
as if the _/ty of labour which it costs to produce a commodity
and bring it to maxket, were the only thing on which its value
depended. But since the cost of production to the capitalist is not
labour but wages, and since wages may be either greater or less,
the quantity of labour being the same; it would seem that the
value of the product cannot be determined solely by the quantity
of labour, but by the quantity together with the remuneration ; and
that values must partly depend on wage_

In order to decide this point, it must be considered, that value
is a relative term : that the value of a commodity is not a name foz
an inherent and substantive quality of the thing itself, but means
the quantity of other things which can be obtained in exchange for
it. The value of one thing must always be understood relatively to
some other thing, or to things in general Now the relation of one
thing to another cannot be altered by any cause which affects them
both alike_ A rise or fall of general wages is a fact which affects all
commodities in the _me manner, and therefore affords no reason

why they should exchange for each other in one rather than in
another proportion. To suppose that high wages make high
values, is to suppose that there can be such a thing as general high
valuea But this is a contradiction in terms: the high value of
come th_ is synonymous with the low value oi others. The
mistake arises from not attendln_ to values, but only to prices.
Though there is no such thing as a general rise of values, there
is such a thing as a general rise of pricea As soon as we form

distinctly the idea of values, we see that high or low wages can
have nothing to do with them; but that high wages make high
prices, is a popular and widely-spread opinion. The whole amount
oi error involved in this proposition can only be seen thoroughly
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when we come to the theory of money ; at present we need only say
that, if it be true, there can be no such thing as a real rise of wages;
for if wages could not rise without a proportional rise of the price
of everything, they could not, for any substantial purpose, rise at all
This surely is a sufficient red_/o ad _m, and shows the
amazing folly of the propositions which may and do become, and
long remain, accredited doctrines of popular political economy.
It must be remembered too that general high prices, even supposing
them to exist, can be of no use to a producer or dealer, considered
as such ; for if they increase his money returns, they increase in the
same degree all his expenses. There is no mode in which capitalists
can compensate themselves for a high cost of labour, through any
action on values or price& It cannot be prevented from taking its
effect on low profits. If the labourers really get more, that is, get
the produce of more labour, a smaller percentage must remain for
profit. From this Law of Distribution, resting as it does on a law
of arithmetic, there is no escape. The mechanism of Exchange and
Price may hide it from us, but is quite powerless to alter it.

§ 3. Although, however, genera/ wages, whether high or low,
do not affect values, yet if wages are higher in one employment than
another, or if they rise and fall permanently in one employment
without doing so in others, these inequalities do really operate upon
values. The causes which make wages vary from one employment
to another, have been considered in a former chapter. When the

wages of an employment permanently exceed the average rate, the
value of the thing produced will, in the same degree, exceed the
standard determined by mere quantity of labour. Things, for
example, which are made by Akilled .about, exchange for the produce
of a much greater quantity of unskalled lat)our ; for no reason but
because the labour is more lnghly paid. If, through the extenaion of
education, the labourers competent to skilled employments were so
increased in number as to _imlnlsh the difference between their

wages and those of common labour, at] things produced by labour
of the superior kind would fall in value, compared with things
produced by common labour, and these might be said therefore
to rise in value. We have before remarked that the difl_cnlty of

passing from one class of employments to a class greatly superior,
has hitherto caused the wages of all those classes of labourers who
are separated Irom one another by any very marked barrier, to
depend more than might De supposed upon the increase of th_
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population of each class considered separately ; and that the in-
equalities in the remuneration of labour axe much greater than
could exist if the competition of the labouring people generally
could be brought practically to bear on each particular employment.
It follows from this that wages in different employments do not rise
or fall simultaneously, but are, for short and sometimes even for
long periods, nearly independent of one another. All such disparities
evidently alter the re/afire costs of production of different com-
modities, and will therefore be completely represented in their
natural or average valua

It thus appears that the maxim laid down by some of the best
political economists, that wages do not enter into value, is expressed
with greater latitude than the truth warrants, or than accords with
their own meaning. Wages do enter into value. The relative
wages of the labour necessary for producing different commodities,

affect their value just as much as the relative quant/t/es of labour.
It is true, the absolute wages paid have no effect upon values ; but
neither has the absolute quantity of laboar. If that were to vary
_nultancously and equally in all commodities, values would not
be affected. If, for instance, the general ei_cicncy of all labour
were increased, so that all things without exception could be pro
duced in the same quantity as before with a smaller amount of
labour, no trace of this general diminution of cost of production
would show itself in the values of commodities. Any change
which might take place in them would only represent the unequa!
degrees in which the improvement affected different things; and
would consist in cheapening those in which the saving of labour had
been the greatest, while those in which there had been some, but
a less savi_ of labour, would actuaily rise in value. In strictness,
therefore, wages of labour have as much to do with value as quantity
of labour: and neither Ricardo nor any one else has denied the
fac_. In considering, however, the causes of raria_n_ in value,
quantity of labour is the thing of chief importance ; for when that
varies, it is generally in one or a few commodities at a time, but the
variations of wages (except passing fluctuations) are uzamllygeneral,
and have no considerable effect on value.

§ 4. Thns far of labour, or wages, as an element in cost of
production. But in our analyuis, in the First Book, of the requisites
of production, we found that there is another necessary element in
it besides labour. There is also capital ; and this being the result
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of abstinence, the produce, or its value, must be sufficient to r_
munorate, not only all the labour reqmred, but the abstinenc_ ot
all the persona by whom the remuneration of the different chumes
of labourers was advanced. The return for abstinence is Profit.

And profit, we have also seen, is not exclusively tile surplus remain-
ing to the capitalist after he has been compensated for his outlay,
but forms, in most cases, no unimportant part of the outlay itself.
The flax-spinner, part of whose expenses consists of the purchase
of flax and of machinery, has had to pay, in their price, not only the
wages of the labour by which the flax was grown and the machinery
made, but the profits of the grower, the flax-dre_er, the miner, the
iron-founder, and the machine-maker. All these profits, together
with those of the spinner ]limse]f, were again advanced by the
weaver, in the price of his material, linen yarn: ancl along with
them the profits of a fresh set of machine-makers, and of the miners
and iron-workers who suppliedthem with their metallic material
All these advances form part of the cost of production of linen,
Profits, therefore, as well as wages, enter into the cost of production
which determines the value of the produce.

Value, however, being purely relative, cannot depend upon
absolute profit, no more than upon absolute wages, but upon
relative profits only. High general profits cannot, any more than
high general wages, be a cause of high values, because high general
values are an absurdity and a contradiction. In so far as profits
enter into the cost of production of all things, they cannot affect the
value of any. It is only by entering in a greater degree into the
cost of production of some things than of others, that they can have
any influence on value.

For example we have seen that there are causes which necessitate

a permanently higher rate of profit in certain employments than in
others. There must be a compensation for superior risk, trouble,
and disagreeableness. This can only be obtained by selling the
commodity at a value above that which is due to the quantity of
labour necessary for its production. If gunpowder exchanged for
other things in no higher ratio than that of the labour required from
first to last for producing it, no one would set up a powder-mill_
Butchers are certainly a more prosperous class than bakers, and do
not seem to be exposed to greater risks, since it is not remarked that
they are oftener bankrupt& They seem, therefore, to obtain higher
profits, which can only arise from the more limited competition
caused by the unpleasantnem, and to a certain degree, ths
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unpopularity, of their tra_a But this higher profit implies that
they sell their commodity at a higher value than that due to
their labour and outlay. All inequalities of profit which are
necessary and permanent, are represented in the relative values of
the commodities.

§ 5. Profits, however, may enter more largely into the con-
ditiona of production of one commodity than of another, even

though there be no difference in the rate of profit between the two
employments. The one commodity may be called upon to yield
profit during a longer period of time than the other. The example
by which this case is usually illustrated is that of wine. Suppose
a quantity of wine, and a quantity of cloth, made by equal amounts
of labour, and that labour paid at the same rate. The cloth does
not improve by keeping; the wine doea Suppose that, to attain
the desired quality, the wine requires to be kept five years. The
producer or dealer will not keep it, unless at the end of five years he
can sell it for as much more than the cloth as amounts to five years'

profit, accumulated at compound interest. The wine and the cloth
were made by the same original outlay. Here then is a case in
which the natural values, relatively to one another, of two com-
modities, do not conform to their cost of production alone, but to
their cost of production ]d_ something else. Unlesm, indeed, for
the sake of generality in the expression, we include the profit which
the wine-merchant foregoes during the five years, in the cost of

production of the wine: looking upon it as a kind of additional
outlay, over and above his other advances, for which outlay he
must be indemnified at last.

All commodities made by machinery are assimilated, at least
approTimately, to the wine in the px_cedlng example. In com-
parison with things made wholly by immediate labour, profits
enter more largely into their cost of production. Suppose two
commodities, A and B, each requiring a year for its production,
by means of a capital which we will on this occasion denote by
money, and suppose to be 1000l. A is made wholly by immediate
labour, the whole 1000/. being expended directly in wages. B is made
by means of labour which costs 500/. and a machine which cost 500/.,
and the machine is worn out by one year's use. The two com-
modities will be exactly of the same value ; which, if computed in
money, and if profits are 20 per cent per annum, will be 1200/. But
of thk I_0L, in the case of A, only 200I., or one-sixth, is profit :
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while in the case of B there is not only the 200/., but as much ot
5()0L (the price of the machine) as consisted of the profits of the
machine-maker; which, if we suppose the machine also to have
taken a year for its production, is again one-sixth. So that in the
case of A only one-sixth of the entire return is profit, whilst in B the
element of profit comprises not only a sixth of the whole, but an
additional sixth of a large part,

The greater the proportion of the whole capital which conaiats
of machinery, or buildings, or material, or anything else which must
be provided before the immediate labour can commence, the more
largely will profits enter into the cost of production. It is equally
true, though not so obvious at first sight, that greater durability
in the portion of capital which consists of machinery or buildings,
has precisely the same effect as a greater amount of it. As we
j_tst supposed one extreme case, of a machine entirely worn out by

year's use, let us now suppose the opposite and still more extreme
case of a machine which lasts for ever, and requires no repaira In
this case, which is as well suited for the purpose of illustration as
if it were a possible one, it will be unnecessary that the manufacturer
should ever be repaid the 500/. which he gave for the machine,
since he has always the machine itself, worth 500/. ; but he must be
paid, as before, a profit on it. The commodity B, therefore, which
in the ease previously supposed was sold for 1200/. of which sum
1000L were to replace the capital and 20(0. were profit, can now be
sold for 700/., being 500/ to replace wages, and 200/. profit on the
entire capital. Profit, therefore, enters into the value of B in the
ratio of 200/. out of 700/., being two-sevenths of the whole, or
28_ per cent, while in the case of A, as before, it enters only in the
ratio of one-sixth, or 16_ per cent. The case is of course purely
ideal, since no machinery or other fixed capital lasts for ever ; but
the more durable it is, the nearer it approaches to this ideal case,
and the more largely does profit enter into the return. If, for
instance, a machine worth 500l. loses one-fifth of its value by each
year's use, 100/. must be added to the return to make up this loss,
and the price of the commodity will be 800/. Profit therefore will
enter into it in the ratio of 200/. to 800/., or one-fourth, which is
still a much higher proportion than one-sixth, or 200L in 1200/, as
in ease A.

From the unequal proportion in which, in different employment_
profits enter into the advances of the capitalist, and therefore into
the returns required by him, two consequences follow in regard to
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value_ One is, that commodities do not exchange in the ratio
simply of the quantities of labour required to produce them; not
even if we allow for the unequal rates at which different kinds of
labour are permanently remunerated. We have already illustrated
this by the example of wine : we shall now fiu_her exemplify it by
the case of commodities made by machinery. Suppose, as before_
an article A made by a thousand pounds' worth of immediate
labour. But instead of B, made by 500/. worth of immediate
labour and a machine worth 500/., let us suppose C, made by 500/.
worth of immediate labour with the aid of a machine which has been

produced by another 500/. worth of immediate labour : the machine
requiting a year for making, and worn out by a year's use ; profits
being as bofore 20 per cent. A and C are made by equal quantities
of labour, paid at the same rate: A costs 1000/. worth of direct
labour; C, only 5001. worth, which however is made up to 1000/.
by the labour expended in the construction of the machine. If
labour, or its remuneration, were the sole ingredient of cost of pro-
duction, these two things would exchange for one another. But
will they do so ? Certainly not. The machine having been made
in a year by an outlay of 5001, and profits being 20 per cent, the
natural price of the machine is 6001. : making an additional 1001.
which must be advanced, over and above his other expenses, by the
manufacturer of C, and repaid to him with a profit of 20 per cent.
While, therefore, the commodity A is sold for 1200/., C cannot be
permanently sold for less than 13201.

A second consequence is, that every rise or fall of general profits
will have an effect on values. Not indeed by raising or lowering
them generally, (which, as we have so often said, is a contradiction
and an impossibility) : but by altering the proportion in which the
values of things are affected by the unequal lengths of time for
which profit is due. When two things, though made by equal
labour, are of unequal value because the one is called upon to yield
profit for a greater number of years or months than the other ; this
difference of value will be greater when profits are greater, and less
when they are less. The wine which has to yield five years' profit
more than the cloth, will surpass it in value much more if profits
are 40 per cent, than if they are only 20. The commodities A and C,

which, though made by equal quantifies of labour, were sold for
1200/. and 1320/., a difference of 10 per cent_ would, if profits had
been only half as much, have been sold for 11001. and 1155/., a
difference of only 5 per cent.



It follows from this, that even a general l_e of wages, when il
involves a real increase in the cost of labour, does in some degree
influence value_ It does not affect them in the manner vulgarly

supposed, by raising them universally. But an increase in the
cost of labour lowers profits ; and therefore lowers in natural value

the things into which profits enter in a greater proportion than the
average, and raises those into which they enter in a less proportion
than the average. All commodities in the production of which
machinery bears a large part, especially if the machinery is very
durable, are lowered in their relative value when profits fall ; or,
what is equivalent, other things are raised in value relatively to
them. This truth is sometimes expressed in a phraseology more

plausible than sound, by saying that a rise of wages raises the value
of things made by labour, in comparison with those made by
macl_nery. But things made by machinery, just as much as any
other things, are made by labour, namely, the labour which made
the machinery itself: the only difference being that profits entex
somewhat more largely into the production of _hings for which
machinery is used, though the principal item of the outlay is still
labour. It is better, therefore, to associate the effect with fall of

profits than with rise of wages ; especiall_ as this last expression iJ
extremely ambiguous, su_esting the idea of an increase of the
labourer's real remuneration, rather than of what is alone to th6

purpose here, namely, the cost of labour to its employer.

§ 6. Besides the natural and nece_ary dements in cost of

production--labour and profits--there are others which are artificial
and casual, as for instance a tax. The tax on malt is as much a

part of the cost of production of that article as the wages of the
labourers. The expenses which the law imposes, as well as thoee
which the nature of things imposes, must be reimbursed with the

ordinary profit from the value of the produce, or the t_n_ will not
continue to be produced. But the influence of taxation on value
is subject to the same conditions as the influence of wages and of

profits. It is not general taxation, but differential taxation, that
produces the effect. H all productions were taxed so as to take
an equal percentage from all profits, relative values would be in
no way disturbed. H only a few commodities were taxed, their
value would rise : and if only a few were left untaxed, their value
would fall If h_ were taxed and the remainder untaxed, the
first half would rise and the last would fall relatively to each other.
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This would be necessary in order to equalize the expectation oi
profit in all employments, without which the taxed employments
would ultimately, if not immediately, be abandoned. But general
taxation, when equally imposed, and not disturbing the relations
of different productions to one another_ cannot produce any effect
on values.

We have thus far supposed that all the means and appliances

which enter into the cost of production of commodities, are things
whose own value depends on their cost of production. Some of
them, however, may belong to the class of things which cannot be
increased ad l_um in quantity, and which therefore, if the demand
goes beyond a certain amount, command a scarcity value. The
materials of many of the ornamental articles manufactul_ in Italy
are the substances called rosso, giallo, and verde antico, which,
whether truly or falsely I know not, are asserted to be solely derived
from the destruction of ancient columns and other ornamental

structures; the quarries from which the stone was originally cut
being exhausted, or their locality forgotten.* A material of such
a nature, if in much demand, must be at a scarcity value ; and this
value enters into the cost of production, and consequently into the
value, of the t_nlshed article. The time seems to be approaching
when the more valuable furs will come under the influence of a

scarcity value of the material Hitherto the diminishing n_mber
of the animals which produce them, in the wildernesses of Siberia,
and on the coasts of the Esquimanx Sea, has operated on the value

only through the greater labour which has become necessary for
securing any given quantity of the article, since, without doubt,
by employing labour enough, it might still be obtaine_ in much
greater abundance for some time longer.

But the case in which scarcity value chiefly operates in adding
to cost of production, is the case of natural agents. These, when
unappropriated, and to be had for the taking, do not enter into cost
of production, save to the extent of the labour which may be necessary
to fit them for use. Even when appropriated, they do not (as we
have already seen) bear a value f_om the mere lact of the appro-
priation, but only from scarcity, that is, from limitation of supply.
But it is equally certain that they often do bear a scarcity value.
Suppose a fall of water, in a place where there are more mills wanted
than there is water-power to supply them; the use of the fall of

* [1862] Some of th¢_ qua_riw, I believe, have been redimmvered,aad
are s_ worked.
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water will have a scarcity value, sumeient either to bring the demand
down to the supply, or to pay for the creation of an artificial power,
by steam or otherwise, equal in efficiency to the water-power.

A natural agent being a possession in perpetuity, and being
only serviceable by the products resulting from its continued employ-
ment, the ordinary mode of deriving benefit from its ownership is by
an annual equivalent, paid by the person who uses it, from the
proceeds of its use. This equivalent always might be, and generally
is, termed rent. The question, therefore, respecting the influence
which the appropriation of natural agents produces on values, is
often stated in this form : Does Rent enter into Cost of Production !

and the answer of the best political economists is in the negative.
The temptation is strong to the adoption of these sweeping expres-
sions, even by those who are aware of the restrictions with which
they must be taken; for there is no denying that they stamp a
general principle more firmly on the mind, than if it were hedged
round in theory with all its practical limitations. But they also
puzzle and miRlead, and create an impression unfavourable to
political economy, as if it disregarded the evidence of facts. No
one can deny that rent sometimes enters into cost of production
If I buy or rent a piece of ground, and build a cloth manufactory
on it, the ground-rent forms legitimately a part of my expenses of
production, which must be repaid by the product. And since aU
factories axe built on ground, and most of them in places where
ground is peculiarly valuable, the rent paid for it must, on the
average, be compensated in the values of all things made in factoriee.
In what sense it is true that rent does not enter into the cost of pro-
duction or affect the value of agricultural produce, will be shown in
the succeeding chapter.



CHAPTER V

OF RENT, IN ITS RELATION TO VALUE

§ 1. Wz have investigated the laws which determine the value
of two classes of commodities, the small class which, being limited

to a definite quantity, have their value entirely determined by
demand and supply, save that their cost of production (if they have
any) constitutes a minimum below which they cannot permanently
fall ; and the large class, which can be multiplied ad l_/tum by labour
and capital, and of which the cost of production fixes the maximum
as well as the minimum at which they can permanently exchange.
But there is still a third kind of commodities to be considered:

those which have, not one, but several costs of production : which
can always be increased in quantity by labour and capital, but not
by the same amount of labour and capital ; of which so much may
De produced at a given cost, but a further quantity not without a
greater cost. These commodities form an intermediate class, par-
taking of the character of ooth the others. The principal of them
is agricultural produce. We have already made abundant reference
to the fundamenta_ truth, that in agriculture, the state of the art
being given, doubling the labour does not double the produce;
that if an increased quantity of produce is required, the additional
supply is obtained at a greater cost than the first. Where a
hundred quarters of corn are all that is at present required from
the lands of a given village, if the growth of population made it
necessary to raise a hundred more, either by breaking up worse
land now uncultivated, or vy a more elaborate cultivation of the
land already under the plough, the additional hundred, or some
part of them at least, might cost double or treble as much per
quarter as the former supply.

If the first hundred quartem were all raised at the same expense
{only the best land being cldtivated) ; and if that expense would be

remunerated with the ordinary profit by a price of 20s. the quarter ;
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the natural price of wheat, so long as no more than that qnantity
was required, would be 20s. ; and it could only rise above, or fall
below that price, from vicissitudes of seasons, or other casual
variations in supply. But if the population of the district advanced,
a time would arrive when more than a hundred quarters would be

necessary to feed it. We must suppose that there is no access to
any foreign supply By the hypothesis, no more than a hundred
quarters can be produced in the district, unless by either bringing
worse land into cultivation, or altering the system of culture to a
more expensive one. Neither of these things will be done without
a rise in price. This rise of price will gradually be brought about
by the increasing demand. So long as the price has risen, but not
risen enough to repay with the ordinary profit the cost of producing
av additional quantity, the increased value of the limited supply
partakes of the nature of a scarcity value. Suppose that it will not
answer to cultivate the second best land, or land of the second degree
of remoteness, for a less return than 25#. the quarter ; and that
this price is also necessary to remunerate the expensive operations
by which an increased produce might be raised from land of the first
quality. If so, the price will rise, through the increased demand,
until it reaches 25a. That will now be the natural price ; being the
price without which the quantity, for which society has a demand
at that price, will not be produced. At that price, however, society
can go on for some time longer; could go on perhaps for ever, if
population did not increase. The price, having attained that
point, will not again permanently recede (though it may fall tem-
porarily from accidental abundance) ; nor will it advance further,
so long as society can obtain the supply it requires without a second
increase of the cost of production.

I have made use of Price in this reasoning, as a convenient
symbol oi Value, from the greater familiarity of the idea; and I
shall continue to do so as far as may appear to be necessary.

In the case supposed, different portions of the supply of corn
have different costs of production. Though the 20, or 50, or 150
quarters additional have been produced at a cost proportional to
25s., the original hundred quarters per annum are still produced at
a cost only proportional to 20s. This is self-evident, if the original
and the additional supply are produced on different qualities of
land. It is equally true if they are produced on the same land.
Suppose that land of the best quality, which produced 100 quarters
at 20s., has been made to produce 150 by an expensive process, which
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it would not answer to undertake without a price of _. The cost
which requires 25a. is incurred for the sake of 50 quarters alone :
the first hundred might have continued for ever to be produced at
the original _ and with the benefit, on that quantity, of the
whole rise of price caused by the increased demand : no one, there-

fore, WIU incur the additional expense for the sake of the additionai
fifty, unless they alone will pay for the whole of it" The fifty,
therefore, will be produced at their n_tural price, proportioned to
the cost of their production; while the other hundred will now
bring in 58. a quarter more than their natural price--than the price
_nd_ to, and su_ing to remunerate, their lower cost of
l_X!u_tion.

If the production of any, even the smallest, portion of the supply,
reqmres as a necessary condition a certain price, that price will be
obtained for all the rest. We are not able to buy one loaf cheaper
than another because the corn from which it was made, being grown

on a richer soil, has cost less to the grower. The value, therefore,
of an article (meaning its natural, which is the same with its average
value) is determined by the cost of that portion of the supply which
is produced and brought to market at the greatest expense. This
is the Law of Value of the third of the three classes into which all
commodities are divided.

§ 2. If the portion of produce raised in the most unfavourable_
circumstances obtains a value proportioned to its cost of produc-
tion; all the portions raised in more favourable circumstances,
_.lling as they must do at the same value, obtain a value more than
proportioned to their coat of production. Their value is not,
correctly spewing, a scarcity value, for it is determined by the
circumstances of the production of the commodity, and not by the
degree of dearness necessary for keeping down the demand to the
level of a limited supply. The owners, however, of those portions
of the produoe enjoy a privilege ; they obtain a value which yields
them more than the ordinary profit. If this advantage depends
upon any special exemption, such as being free from a tax, or upon
any personal advantages, physical or mental, or any peculiar process
only known to themselves, or upon the possession of a greater capital
than other people, or upon various other thin m_ which might be
enumerated, they retain it to themselves as an extra gain, over and
above the general profits of capital, of the nature, in some sort, of a
monopoly profit. But when, as in the case which we are more
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particularly considering, the advantage depends on the po_es_ion of
a natural agent of pecul/ar quality, a8 for i_t_nce of more ie_ile
land than that which determines the general value of the com-
modity ; and when this natural agent is not owned by themselves ;
the person who does own it, is able to exact from them, in the form
of rent, the whole extra gain derived from its use. We are thus
brought by another road to the Law of Rent, investigated in the
concluding chapter of the Second Book. Rent, we again see, is the
difference between the unequal returns to di_erent parts of the
capital employed on the soil Whatever surplus any portion ot
agricultural capital produces, beyond what is produced by the same
amount of capital on the worst soil, or under the most expensive
mode of cultivation, which the existing demands of society compel
a recourse to ; that surplus will naturally be paid as rent from that
capital, to the owner of the land on which it is employed.

It was long thought by political economists, among the rest
even by Adam Smith, that the produce of land is always at a mono-
poly value, because (they said) in addition to the ordinary rate of
profit, it always yields something further for rent. This we now
see to be erroneous. A thing cannot be at a monopoly value, when
its supply can be increased to an indefinite extent if we are only
willing to incur the cost. If no more corn than the existing quantity
is grown, it is because the value has not risen high enough to re-
munerate any one for growing it. Any land (not _erved for other

uses, or for pleasure) which at the existing price, and by the e_dst-
ing processes, will yield the ordinary profit, is tolerably certain,
unless some artificial hindrance intervenes, to be cultivated, although

nothing may be left for rent. As long as there is any land fit for
cultivation, which at the existing price cannot be profitably culti-
vated at all, there must be some land a little better, which will
yield the ordinary profit, but allow nothing for rent: and that
land, if within the boundary of a farm, will be cultivated by the
farmer; if not so, probably by the proprietor, or by some other
person on sufferance. Some such land at least, under cultivation.
there can scarcely fail to be.

Rent, therefore, forms no part of the cost of production which
determines the value of agricultural produce. Circumstances no

doubt may be conceived in which it might do so, and very largely
too. We can imagine a country so fully peopled, and with all its
cultivable soil so completely occupied, that to produce any additional
quantity would require more labour than the produce would feed :
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and if we suppose this to be the condition of the whole world, or of
a country debarred from foreign supply, then, if population con-
tinued increasing, both the land and its produce would really rise
to a monopoly or scarcity price. But this state of things never can
have really existed anywhere, unless possibly in some small island
cut off from the rest of the world ; nor is there any danger what-
ever that it should exist. It certainly exists in no known region at
present. Monopoly, we have seen, can take effect on value, only
through ]imitation of supply. In all countries of any extent there
is more cultivable land than is yet cultivated ; and while there is
any such surplus, it is the same thing, so far as that quality of land
is concerned, as if there were an infinite quantity. What is practi-
cally limited in supply is only the better qualities; and even for
those, so much rent cannot be demanded as would bring in the
competition of the lands not yet in cultivation ; the rent of a piece
of land must be somewhat less than the whole excess of its pro-
ductivenese over that of the best land which it is not yet profitable
to cultivate; that is, it must be about equal to the excess above
the worst land which it is profitable to cultivate. The land or the
capital most unfavourably circumstanced among those actually
employed, pays no rent; and that land or capital determines the
cost of production which regulates the value of the whole produce.
Thus rent is, as we have already seen, no cause of value, but the
price of the privilege which the inequality of the returns to different
portions of agricultural produce confers on all except the least
f_voured por_on_

Rent, in short, merely equalizes the profits of different farming
capitals, by enabling the landlord to appropriate all extra gains
occasioned by superiority of natural advantage& H all landlords
were unanimously to forego their rent, they would but transfer it
to the farmers, without benefiting the consumer; for the existing
price of corn would still be an indispensable condition of the pro-
duction of part of the existing supply, and if a part obtained that
price the whole would obtain it. Rent, therefore, unless artificially
increased by restrictive laws, is no burthen on the consumer : it does
not raise the price of corn, and is no otherwise a detriment to the
public, than inasmuch asifthe state had retained it, or imposed an
equivalent in the shape of a land-tax, it would then have been s
fund applicable to general inmtead of private advantage.

§ 3. AgriculturalproductionB are not the only commodities
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which have several different costs of production at once, and which
in consequence of that differeucej and in proportion to it, afford s
rent. Mines are also an instance. Almost all kinds of raw material

extracted _om the interior of the earth--metal, coals, precious
stones, &c., are obtained from mines differing considerably in
fertility, that is, yielding very different quantities of the product to
the same quantity of labour and capital. This being the cage, it is
an obvious question, why are not the meet fertile mines 80 worked
as to supply the whole market ? No such question can sr_ as to
land; it being self-evident, that the meet fertile lands could not
possibly be made to supply the whole demand of s fitlly-peopled
country ; and even of what they do yield, a part is extorted from
them by a labour and outlay as great as that required to grow the
same amount on worse land. But it is not so with mines ; at least_
not universally. There are, perhaps, cases in which it is impossible
to extract from a particular vein, in a given time, more than a
certain quantity of ore, because there is only a limited eurtaee of
the vein exposed, on which more than a certain number of labourers
cmmot be simultaneously employed. But this is not true of all
mines. In collieries, for example, some other cause of limitation
must be sought for. In some instances the owners limit the quantity
raised, in order not too rapidly to exhaust the mine : in others there
are said to be combinations of owners, to keep up a monopoly price
by limitln_ the production. Whatever be the causes, it is a fact that
mines of different degrees of richnem are in operation, and since the
value of the produce must be proportional to the cost of production
at the worst mine (fertility and situation Ken together), it is more
than proport/onal to that of the beet. All mines enpex_or in produce

to the worst actually worked, will yield, therefore, a rent equal to
the exee_. They may yield more ; and the worst mine may itself
yield a rent. Mines being comparatively few, the_ qualities do not
graduate gently into one another, as the qualities of land do ; and
the demand may be such as to keep the value of the produce con-
e_dembly above the cost of production at the worst mine now
worked, without being eumeient to bring into operation a still worse.
During the interval, the produce is really at a scareity value.

Fishe_es are another example. Fisheries in the open set are
not appropriated, but futh.erieein lakes or rivers almost always are
so, and likewise oyster-beck or other particular fishing grounds on
coast& We may take salmon fisheries as an example of the whole
clam. Some rivem are far more productive in salmon than othera
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None, however, without being exhausted, cam supply more than a
very limited demand. The demand of a country like England can
only be supplied by talrlng _dmon from many different rivers of
nnequal productivenem, and the value must be sufficient to repay
the coat of obtaining the fish from the least productive of these. All
others, therefore, will if appropriated afford a rent equal to the
value of their superiority. Much higher than this it cannot be, if
there are salmon rivers accessible which from distance or inferior

productiveness have not yet contributed to supply the market.
H there axe not, the value, doubtless, may rise to a scarcity rate, and
the worst fisheries in use may then yield a considerable rent.

Both in the case of mines and of fisheries, the natural order of

events is liable to be interrupted by the opening of a new mine, or a
new fishery, of superior quality to some of those already in us_ The
first effect of such an incident is an increase of the supply ; which
of course lowers the value to call forth an increased demand. This

reduced value may be no longer sufficient to remunerate the worst
of the existing mines or fisheries, and these may consequently be
abandoned. If the superior mines or fisheries, witch the addition of
the one newly opened, produce as much of the commodity na is
required at the lower value corresponding to their lower cost of
production, the fall of value will be permanent, and there will be a
corresponding fall in the rents of those mines or fisheries which are
not abandoned. In t_hla ease, when things have permauently ad-
justed themselves, the result will be, that the scale of qualities
which supply the market will have been cut short at the lower end,
while a new insertion will have been made in the scale at some point
higher up ; and the worst mine or fi_ery in use--the one which
regulates the rents of the superior qualities and the value of the
commodity--will be a mine or fishery of better quality than that by
which they were previously regulated.

T_nd is used for other purposes than agriculture, especi,slly for
zeddence; and when so used, yields a rent, determined by prin-
dples similar to those already laid down. The ground rent of a
building, and the rent of a garden or pork attached to it, will not be
less than the rent which the same land would afford in agriculture :

but may be greater than this to an indefinite amount ; the surplus
being either in consideration of beauty or of convenience, the con-
vsuienee often con_ting in 8upe_or fsdlities for pec-,iary gain.
Sites of remarkable beauty are generally limited in supply, and
therefore, if in great dmnand, are at a scarcity value. Sites superior
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only in convenience are govenaed as to their value by the ordinary
principles of rent. The ground rent of a house in a small village is
but little higher than the rent of a similar patch of ground in the
open fields : but that of a shop in Cheapside will exceed these, by
the whole amount at which people estimate the superior facih'ties
of money-making in the more crowded place. The rents of wharfage,
dock and harbour room, water-power, and many other privileges
may be analysed on similar principles.

§ 4. Cases of extra profit analogous to rent, are more frequent
in the transactions of industry than is sometimes supposed. Take
the case, for example, of a patent, or exclusive privilege for the use
of a process by which cost of production is lessened. H the value of
the product continues to be regulated by what it costs to those who
are obliged to persist in the old process, the patentee will make an
extra profit equal to the advantage which his process possesses over
theirs. This extra profit is eescotiaUy slmlhr to rent, and some-
times even assumes the form of it ; the patentee allowing to other
producers the use of his privilege, in consideration of an annual
payment. So long as he, and those whom he _coiates in the
privilege, do not produce enough to supply the whole market, so
long the original cost of production, being the necessary condition of
producing a part, will regulate the value of the whole; and the

patentee will be enabled to keep up his rent to a full equivalent for
the advantage which his process gives him. In the commencement

indeed he will probably forego a part of this advantage for the sake
Of underselling others : the increased supply which he brings forward
will lower the value, and make the trade a had one for those who do

not share in the privilege : many of whom therefore will gradually
retire, or restrict their operations, or enter into arrangements with
the patentee : as his supply increases theirs will rllmlnish, the value

meanwhile continuing slightly depressed. But if he stops short in
his operations before the market is wholly supplied by the new process,
things will again adjust themselves to what was the natural value

before the invention was made, and the benefit of the improvement
will accrue solely to the patentee.

The extra gains which any producer or dealer obtains through
superior talents for business, or superior bnsineas arrangements,
are very much of a s}mihr kind. If all his competitors had the
same advantages, and used them, the benefit would he transferred
to their customers, through the dimh_hhed value of the article ;
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he only retains it for himself because he is able to bring his commodity
to market at a lower cost, while its value is determined by a higher.
AU advantages, in fact, which one competitor has over another,
whether natural or acquired, whether personal or the result of social
arrangements, bring the commodity, so far, into the Third Class, and
_ssimilate the possessor of the advantage to a receiver of rent.
Wages and profits represent the universal elements in production,
while rent may be taken to represent the differential and peculiar :
any difference in favour of certain producers, or in favour of pro-
duction in certain circumstances, being the source ot a gain, which,
though not called rent unless paid periodically by one person to
another, is governed by laws entirely the same with it. The price
paid for a differential advantage in producing a commodity cannot
enter into the general cost of production of the commodity.

A commodity may no doubt, in some contingencies, yield s
rent even under the most disadvantageous circumstances of its
production: but only when it is, for the time, in the condition
of those commodities which are absolutely limited in supply, and
is therefore selling at a scarcity value ; which never is, nor has been,
nor can be, a permanent condition of shy of the great rent-yielding
commodities: unless through their approaching exhaustion, if
they are mineral products (coal for example), or through an increase
of population, continuing after s further increase of production
becomes impossible: s contingency, which the almost inevitable
progress of human culture and improvement in the long interval
which ha_ first to elapse, forbids us to consider a_ probable.



CHAPTER VI

SUMMARY OF TR_T_L_ORY 01 VALUB

§ 1. WI have now attained a favourable point for looking
back, and taking a simultaneous view of the space which we have
traversed since the commencement of the present Book. The
following are the principles of the theory of Value, so far as we
have yet ascertained them.

I. Value is a relative term. The value of a thing means the
quantity of some other thing, or of things in general, which it
_xchanges for. The values of all things can never, therefore, rise
Dr fall simultaneously. There is no such thing as a general rise
or a general fall of values. Every rise of value supposes a fall,
and every fall a ri_

II. The temporary or Market Value d a thing depends on the
demand and supply ; rising as the demand rises, and falling as the
supply rises. The demand, however, varies with the value, being
generally greater when the thing is cheap than when it is dear ;
and the value always adjusts itself in such a m_nner that the demand
is equal to the supply.

III. Besides their temporary value, things have also a permanent,
or, as it may be called, a Natural Value, to which the market value,
after every variation, always tends to return ; and the oscillations
compensate for one another, so that, on the average, commodities

exchange at about their natural value.
IV. The natural value of some things is a scarcity value ; but

most things naturally exchange for one another in the ratio of their
cost of production, or at what may be termed their Cost Value.

V. The things which are naturally and permanently at a scarcity
value are those of which the supply cannot be inereased at all,
or not suiticiently to satidy the whole of the demand which would
exist for them at their cost value.

VI. A monopoly value means a scarcity value. Monopoly
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cannot give a value to anything except through a limitation of the
supply.

VII. Every commodity of which the supply can be indefinitely
increased by labour and capital, exchanges for other things pro-
portionally to the cost necessary for producing and brln_ng to
market the most costly portion of the supply required. The
natural value is synonymous with the Cost Value; and the cost
value of a thing means the cost value of the most costly portion
of it.

VIII. Cost of Production consists of several elements, some
of which are constant and universal, others occasional. The

univel_d elements of cost of production are, the wages of the
labour, and the profits of the capital The occasional elements
are taxes, and any extra cost occasioned by a scarcity value of some
of the requisites.

IX. Rent is not an element in the cost of production of the
commodity which yields it ; except in the cases (rather conceivable
than actually existing) in which it results from, and represents, a
scarcity value. But when land capable of yielding rent in agriculture
is applied to some other purpose, the rent which it would have
yielded is an element in the cost of production of the commodity
which it is employed to produce.

X. Omitting the occasional elements; things which admit of
indefinite increase, naturally and permanently exchange for each
other according to the comparative amount of wages which must
be paid for producing them, and the comparative amount of profits
which must be obtained by the capitalists who pay those wagea

XI. The o_parative amount of wages does not depend on
what wages are in themselves. High wages do not make high
values, nor low wages low values. The comparative amount of
wages depends partly on the comparative quantities of labour
required, and partly on the comparative rates of its remuneration.

XII. So, the comparative rate of profits does not depend on
what profits are in themselves ; nor do high or low profits make
high or low values. It depends partly on the comparative lengths
of time during which the capital is employed, and partly on the
comparative rate of profits in different employments.

XIII. H two things are made by the same quantity of labour,
and that labour paid at the same rate, and if the wages of the
labourer have to be advanced for the same space of time, and the
nature of the employment does not require that there be a permanent
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differenc_ in their rate of profit ; then, whether wages and profits
be high or low, and whether the quantity of labour expended be
much or little, these two things will, on the average, exchange for
one another.

XIV. If one of two thlng8 commands, on the average, a greater
value than the other, the cause must be that it requires for its
production either a greater quantity of labour, or a kind of labour
permanently paid at a higher rate ; or that the capital, or part of
the capital, which supports that labour, must be advanced for a
longer period ; or lastly, that the production is attended with some
circnmatance which requires to be compensated by a permanently

higher rate of profit.
XV. Of these elements, the quantity of labour required for the

production is the most important : the effect of the others is smaller,
though none of them are insignificant.

XVI. The lower profits are, the less important become the
minor elements of cost of production, and the less do commodities
deviate from a value proportioned to the quantity and quality
of the labour required for their production.

XVIL But every fall of profits lowers, in some degree, the
cost value of things made with much or durable machinery, and
raises that of thin_ made by hand ; and every zise of profits does
the reverse.

§ 2. Such is the general theory of Exchange Value. It is
nec___ry, however, to remark that this theory contemplates a
system of production carried on by capitalists for profit, and not
by labourers for subsistence. In proportion as we admit this
last supposition--and in most countries we must admit it, at least
in respect of agricultural produce, to a very great extent--such
of the preceding theorems as relate to the dependence of value on
cost of production will require modification. Those theorems are all
grounded on the supposition that the producer's object and aim is
to derive a profit from his capital This granted, it follows that he
must sell his commodity at the price which will afford the ordinary
rate of profit, that is to say, it must exchange for other commodities
at its cost value_ But the peasant proprietor, the metayer, and
even the l:_a_ant-farmer or allotment-holder--the labourer, under
whatever name, producing on his own account--is sec_ng, not an
investment for his little capital, but an advantageous employment
for his Kme and labour. His disbumemonts, beyond his owa
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maintenance and that of 1_ family, are so small, that nearly the
whole proceeds of the sale of the produce are wage_ of labour.
When he and his family have been fed from the produce of the

farm (and perhaps clothed with materials grown thereon_ and
manufactured in the family) he may, in respect of the supplementary
remuneration derived from the sale of the surplus produce, be
compared to those labourers who, deriving their subsistence from
an independent source, can afford to sell their labour at any price
which is to their minds worth the exertion. A peasant, who supports
himself and his family with one portion of his produce, will often
sell the remainder very much below what would be its cost value
to the capitalist.

There is, however, even in this case, a minimum, or inferior

limit, of value. The produce which he carries to market, must
bringin to him the value ofallnecessarieswhich he iscompelled

topurchase; and itmust enablehim topay hisrent. Rent, undez

peasantcultivation,isnot governed by the principlesset forthin
the chaptersimmediatelypreceding,but iseitherdeterminedby

custom, as in the case of metayers,or, if fixed by competition,

depends on the ratioof populationto land. Rent, therefore,in

thisca_, isan elementofcostofproduction.The peasantmust

work untilhe has clearedhisrentand the priceof allpurchased
necessaries.Afterthis,he willgo on working onlyifhe can sell

theproduceforsuch a priceaswillovercomehisaversiontolabour.
The minimum justmentioned iswhat the peasantmust obtain

in exchange forthe whole ofhissurplusproduce. But inasmuch "

as thissurplusisnot a fixedquantity,but may be eithergreater

or less according to the degree of his industry, a minimum value
for the whole of it does not give any minimum value for a definite

quantity of the commodity. In this state of things, therefore, it
can hardly be _aid that the value depends at all on cost of production.
It depends entirely on demand and supply, that is, on the propnrtion
between the quautityof surplusfood which the peasantschoose

to produce|and the numbers ofthe non-agricultural,or ratherof
the non-peasantpopulation.Ifthe buying classwere numerous

and thegrowingclam lazy,foodmight be permanentlyata scarcity

prioe. I am not aware thatthiscasehas anywhere a realexistence.

If the growing classisenergeticand industrious,and the buyers
few, food will be extremely cheap. This also is a rare case, though

some parts of France perhaps approximate to it. The common
are. either that, as in keiand until lately, the pea_nt class

I
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k indolent and the buyers few, or the peasants indus_oua and the
town population numerous and opulent, as in Belgium, the north
of Italy, and parts of Germsny. The price of the produce will
adjust iteeff to these varieties of circumst_ces unlem modified, as
in many cases it is, by the competition of producers who are not
peasants, or by the prices of foreign markets.

| 3. Another anomalous case is that of slave-grown produce :
which present_, however, by no means the same degree of complica-
tlon. The slave-owner is a capitalist, and his inducement to
production consists in s profit on his capital. This profit must
amount to the ordinary rats. In respect to his expenses, he is in
the same position as if his slaves were free labourers working with
their present efficiency, and were hired with wages equal to theil
present cost. H the cost is less, in proportion to the work done,
than the wages of free labour would be, so much the greater are his
profits : but if all other producers in the country possess the same
advantage, the values of con_modities will not be at all affected by
it. The only case in which they can be affected, is when the privilege
of cheap labour is cen6ned to particular branches of production,
free labourers at proportionally higher wages being employed in the
remainder. In this case, as in all eases of permanent inequality
between the wages of different employments, prices and values
receive the impress of the inequality. 8lave-grown will exchange
for non-slave-grown commodities in a tess ratio than that of the
qnAntity Of labOur reqtLired for their production; the value oi
the former will be less, of the latter greater, than fl slavery did
not exist.

The further adaptation of the theory of value to the varieties
of exis_ or possible indu_ial eys_us may be left with great
advantage to the intelligent reader. It is well said by Montesquieu,
"I] ne faut pas toujours t_llement _puiser un sujet, qu'on ne laisse
rien _ f_re au leeteur. I1 ne s'agit Iresde _ ]ire. rag,;*de
penger." s



CHAPTER Vll

OF MulqZY

§ 1. HAvmo proceeded thus far in ascert_inlng the general
laws of Value, without introducing the idea of Money (except
occasionally for illustration,) it is time that we should now superadd
that idea, and consider in what manner the principles of the mutual
interelumge of commodities are affected by the use of what is termed
a Medium of Exchange.

In order to understand the manifold functions of a C_rculating
Medium, there is no _ way than to con_der what are the
principal inconveniences which we should experience if we ]lad not
such a mediu_ The first and most obvious would be the want of
a common measure for values of different sorts. If a tailor had

only costs, and wanted to buy bread or a horse, it would be very
troublesome to ascertain how much bread he ought to obtain for
a coat, or how mxny coats he should give for a horse_ The calcu-
lation must be recommcnced on different data, every time he
bartered his coats for a different kind of article ; and there could be
no current price, or regular quotations of value. Whereas now
each thing has a current price in money, and he gets over all
difficulties by reckoning his coat at 41. or 51.z and a four-pound
loaf at 6(L or 7d. As it is much easier to compare different lengths
by expressing them in a common language of feet and inches, ao it
is much easier to compaxe values by means of a common language
of pounds, shillings, and pence. In no other way can values be
arranged one above another in a scale ; in no other can a person
conveniently calculate the sum of his pomemious ; and it is easier to
ucertain and remember the relations of many things to one thing,
than their .innumerable cross relations with one another. This

advantage of having a common language in which values may be
expressed, is, even by itself, so impox_ant, that some such mode of
expressing and computing them would probably be used even if a
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pound or a shilllug did not expreM any real thing, but a mere unit
of calculation. It is said that there are African tribes in which this

somewhat artificial contrivance actually prevails. They calculate
the value of things in a sort of money of account, called macutes.
They say one thing is worth ten macutes, another fifteen, another
twenty.* There is no real thing called a macute : it is a conventional
unit, for the more convenient comparison of things with one another.

This advantage, however, forms but an inconsiderable part of
the economical benefits derived from the use of money. The
inconveniences of barter are so great, that without some more
commodious means of effecting exchanges, the division of employ-
ments could hardly have been carried to any considerable extent.
A tailor, who had nothing but coats, might starve before he could
find any person having bread to sell who wanted a coat : besides,
he would not want as much bread at a time as would be worth a

coat, and the coat could not be dividecL Every person, therefore,
would at all times hasten to dispose of his commodity ill exchange
for anything which, though it might not be fitted to his own im-
mediate wants, was in great and general demand, and easily divisible,
so that he might be sure of being able to purchase with it whatever
was offered for sale. The primary necessaries of life possess these
properties in a high degree. Bread is extremely divisible, and an
object of universal desire. Still, this is not the sort of thing re-
quired: for, of foo_ unless in expectation of a scarcity, no one
wishes to possess more at once, than is wanted for immediate
consumption ; so that a person is never sure of finding an immediate
purchaser for articles of food ; and unless soon disposed of, most of
them perish. The thing which people would select to keep by
them for making purchases, must be one which, besides being
divisible and generally desired, does not deteriorate by keeping.
This reduces the choice to a sm_ll number of articles.

§ 2. By a tacit concurrence, almost all nations, at a very early
period, fixed upon certain metals, and especially gold and silver,
to serve this purpose. No other substances unite the necessary
qualities in so great a degree, with so many subordinate advantages
Next to food and clothing, and in some climates even before clothing,
the strongest inclination in a rude state of society is for personal
ornament, and for the kind of distinction which is obtained by
rarity or costliness in finch ornaments. Atter the immediate

* M(mteequieu.£_ dea/,o/*, iiv. xxli. oh. 8.
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necessities of life were sat_fied, every one was eager to accumulate
great a store as possible of things at once costly and ornamental ;

which were chiefly gold, silver, and jewels. These were the things
which it most pleased every one to possess, and which there was
most certainty of finding others willing to receive in exchange for
any kind of produc_ They were among the most imperishable of all
substances. They were also portable, and containing great value
in small bnik_ were easily hid ; a consideration of much importance
in an age of insecurity. Jewels are inferior to gold and silver in the
quality of divisibility; and are of very various qualities, not to be
accurately discriminated without great trouble. Gold and silver are
eminently divisible, and when pure, always of the same quality ; and
their purity may be ascertained and certified by a public authority.

Accordingly, though furs have been employed as money in some
countries, cattle in others, in Chinese Tartary cubes of tea closely
pressed together, the shells called cowries on the coast of Western
Africa, and in Abyssinia at this day blocks of rock salt; though
even of metals_ the less costly have sometimes been chosen, as iron
in Laced_mon from an ascetic policy, copper in the early Roman
republic from the poverty of the people ; gold and silver have been
generally preferred by nations which were able to obtain them,
either by industry, commerce, or conquest. To the qualifies which
originally recommended them, another came to be added, the
importance of which only unfolded itself by degrees. Of all com-
modifies they are among the least influenced by any of the causes
which produce fluctuations of value. No commodity is quite
free from such fluctuations. Gold and silver have sustained, since

the beginning of history, one great permanent alteration of value,
from the discovery of the American mines; and some temporary
variations, such as that which, in the last great war,l was produced
by the absorption of the meta_ in hoaxds, and in the military chests
of the immense armies constantly in the field. In the present age
the opening of new sources of supply, so abundant as the Ural
mount_in_, California, and Anstralia,_ may be the commencement
of another period of decline, on the limits of which it would be
useless at present to speculate. But on the whole, no commodities
are so little exposed to causes of variation. They fluctuate less than
almost any other thln_ in thei_ cost of production. And from

] [I.e. the Napoleonicwar.]
s [So fromthe 3rd ecL(1852). In the Ist ect.(1848): "so abundantas

the mines of the Ural mountainsand of SiheriL" In the 2rided. (1849)_
" to whichm_y nowbeaddedCsliforn_"]
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their durability, the total quantity in existence is at all times ee
great in proportion to the annual supply, that the effect on value
even of a change in the cost of production is not sudden : a very
long time b_ng required to dirnlnl.h mat_ri_y the q._ntity in
existence_ and even to increase it very greatly not being a rapid
process. Gold and silverDtherefore, are more fit than any other
commodity to be the subject of engagements for receiving or paying
a given quantity at some distant period. H the engagement were
made in corn, a failure of crop8 might increase the burthen of the
payment in one year to fourfold what wM intended, or an exuber_t
harvest slnlr it in another to one-fourth. If stipulated in cloth,
some manufaotu_ invention might p_,._nentiyreduce the
payment to a tenth of its o"nginalvalu_ Such things have occurred
even in the case of payments stipulated in gold and silver ; but the
great fall of their value after the discovery of America, is, as yet, 1
the only authenticated instance ; and in this cue the change was
extremely gradual, being spread over a period of many years.

When gold and silver had becomevirtually a medium of exchange,
by becoming the thin_ for which people generally sold, and with
which they generally bought, whatever they had to _11 or to buy;
the contrivance of coinlng obviously suggested itself. By this
process the metal was divided into convenient portions, of any
degree of smallness, and bearing a recognised proportion to one
another ; and the trouble was saved of weighing and aesaying at
every change of possessors, an inconvenience which on the occasion
of small purchases would soon have become insupportable. Govern-
ments found it their interest to take the operation into their own
hands, and to interdict all coining by private persona ; indeed,
their guarantee was often the only one which would have been
relied on, a reliance however which very often it ill deserved;
profligate governments having until a very modern period seldom
scrupled, for the sake of robbing their creditors, to confer on all
other debtors a licence to rob theirs, by the shallow and impudent
artifice of lowering the standard ; that least covert of all modes of
knavery, which consists in calling a .hilling S pound, that a debt of
one hundred pounds may be cancelled by the payment of a hundred
shinings. It would have been as simple a plan, and would have
answered the purpose as well, to have enacted that "a hundred"
should alwayB be interpreted to mean five, which would have
effected the same reduction in all pecuniary contracts, sad would

[- As yet " _ in _i ed. (1849_]
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not have been at all more shamelemL Such strokes of policy have not
wholly ceased to be recommended, but they have ceased to be
practised; except occsaionally through the medium of paper
money, in which case the character of the transaction, from the

greater obecurity of the subject, is a little lem barefaced.

§ $. Money, when its use ham g_own habitual, k the medium
through which the incomee of the different members of the com-
munity are distributed to them, and the measure by which they
estimate their posses_ons. As it is always by means of money that
people provide for their different neceesities, there grows up in their
minds a powerful association leading them to regard money as wealth
in a more peculiar sense than any other article ; and even those who
pass their livea in the production of the most useful objects, acquire
the habit of regarding those obiects as chiefly important by their
capacity of being exchanged for money. A person who parts with
money to obtain commo _ities, unle_ he intends to sell them, appears
to the imagination to be making a worse bargain than a person who
parts with commodities to get money ; the one seems to be spending
his means, the other adding to them. Illusions which, though now in
some m_ dispelled, were long power[ul enough to overmaster the
mind of every politician, both speculative and practical, in Europ_

It must be evident, however, that the mere introduction of a

particular mode of exchanging things for one another by first
exchanging a thing for money, and then exchanging the money
for something else, makes no difference in the essential character
of transactions. It ia not with money that things are really pur-
chased. Nobedy's income (except that of the gold or sliver mlner)
is derived from the precious metal. The pounds or shillings which
a person receivos weekly or yearly, are not what constitutea his
income ; they are a sort of tickets or orders which he can present
for payment at any shop he pleases, and which entitle him to
_eive a certain value of any commodity that he makos choice of.
The farmer pay_ his labourers and his landlord in these tickets,
as the moet convenient plan for himself and them; but their
real income is their share of his corn, cattle, and hay, and it makes
no emential difference whether he diatributm it to them directly,
or sells it for them and gives them the price ; but as they would have
to sell it for money if he did not, and as he is a eeiler at any rate,
it best suits the purposes of all, that he should sell their share along
with hie own, and leave the laboure_ more leisure for work and the
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landlord for being idle. The capitalists, except those who are
producers of the precious metals, derive no part of their income from
thuso metals, since they only get them by buying them with their
own produce : while all other persons have their incomes paid to
them by the capitalists, or by those who have received payment from
the capitalists ; and as the capitalists have nothing, from the first,
except their produce, it is that and nothing eke which supplies all
incomes furnished by them. There cannot, in short, be intrinsically
a more insignificant thing, in the economy of society, than money;
except in the character of a contrivance for sparing time and labour.
It is a machine for doing quickly and commodiously, what would be
done, though less quickly and commodiously, without it : and like
many other kinds of machinery, it only exerts a distinct and
independent influence of its own when it gets out of order.

The introduction of money does not interfere with the operation
of any of the Laws of Value laid down in the preceding chapters.
The reasons which make the temporary or market value of things
depend on the demand and supply, and their average and permanent
values upon their cost of production, are as applicable to a money
system as to a system of barter. Things which by barter would
exchange for one another, will, if sold for money, sell for an equal
amount of it, and so will exchange for one another stY, though
the process of exchanging them will consist of two operations
instead of only one. The relations of commodities to one another
remain unaltered by money : the only new relation in,reduced is
their relation t_ money itself ; how much or how little money they
will exchange for ; in other words, how the Exchange Value of money
itself is determined. And this is not a question of any difficulty,
when the illusion is dispelled, which caused money to be looked
upon as a peculiar thing, not governed by the same laws as other
thin_. Money is a commodity, and its value is determined like
that of other commodities, temporarily by demand and supply,
permanently and on the average by cost of produotion. The
illustration of these principles, considered in their application to,
money, must be given in some detail, on account of the confusion
which, in minds not scientifically instructed on the subject, envelopes
the whole matter; partly from a lingering remnant of the mis-
leading associations, and partly from the mass of vapoury and
baseless speculation with which this, more than any other topio
of political economy, has in latter times become surrounded. |
shall therefore treat of the Value of Money in a chapter apart.



CHAPTER VHI

OIt THE VALUE OF MONEY. A8 DEPENDENT ON DEMAND AND 8UPPL_

§ 1. IT is unfortunate that in the very outset of the subject
we have to clear from our path a formidable ambiguity of language.
The Value of Money is to appearance an expression as precise, as
free from possibility of misunderstanding, as any in _ience_ The
value of a thing is what it will exchange for : the value of money
is what money will exchange for ; the purchasing power of money.
If prices are low, money will buy much of other things, and is of
high value ; ff prices are high, it will buy little of other things, and
is of low value. The value of money is inve_dy as general prices :
falling as they rise, and rising as they fall.

But unhappily the same phrase is also employed, in the current
language of commerce, in a very different sense. Money, which is
Bo commonly understood as the synonym of wealth, is more
especially the term in use to denote it when it is the subject of
borrowing. When one person lends to another, as well as when
he pays wages or rent to another, what he transfers is not the mere
money, but a right to a certain value of the produce of the country,
to be selected at pleasure; the lender having first bought this
right by giving for it a portion of his capital What he really
lends is so much capital ; money h the mere instrument of transfer.
But the capital usually passes from the lender to the receiver through
the meaus either of money, or of an order to receive money, and at
any rate it is in money that the capital is computed and est_nated.
Hence, borrowing capital is universally called borrowing money;
the loan market is called the money market : those who have their
capital disposable for investment on loan are called the monied
class : and the equivalent given for the use of capital, or in other
words_ intereat_ is not only called the interest of money, but, by a
gresser pervermon of terms, the value of money. This misapplication
o| language, assisted by some fallscious appearanem which we

RS
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notice and clear up hereafter,* has crated a general notion
among persona in bnalness, that the Value of Money, meaning the
rate of interest, has an intimate connexion with the Value of Money
in its proper sense, the value or purchasing power of the circulating
medium. We shall return to this subject before long : at present
it is enough to say, that by Value I shall always mean Exchange
Value, and by money the medium of exchange, not the capital
which is passed from hand to hand through that medium.

§ 2. The value or purchaaing power of money depends, in the
first instance, on demand and supply. But demand and supply,
in relation to money, present themselves in a somewhat different
shape from the demand and supply of other things.

The supply of a commodity means the quantity offered for sale.
But it is not usual to speak of offering money for sale. People are
not usually said to buy or sell money. This, however, is merely
an accident of language. In point of fact, money is bought and
sold like other things, whenever other things are bought and sold
/or money. Whoever sells corn, or tallow, or cotton, buys money.
Whoever buys bread, or wine, or clothes, sells money to the dealer
in those articles. The money with which people are offering to
buy is money offered for sale. The supply of money, then, is the
quantity of it which people are wanting to lay out ; that is, all the
money they have in their possession, except what they are hoarding,
or at least keeping by them 8z a reserve for future contingencie_
The supply of money, in short, is all the money in drctda_/on at the
time.

The demand for money, again, consists of all the goods offered
for sale. Every seUer of goods is a buyer of money, and the goods
he brings with him constitute his demand. The demand for money
differs from the demand for other thin_ in this, that it is limited
only by the means of the purchaser. The demand for other things
is for so much and no more ; but there is always a demand for
much money as can be got. Persona may indeed rdnae to sell,
and withdraw their goods from the market, if they cannot get for
them what they consider a sufficient price. But this is only when
they thinlr that the price will rise, and that they shall get more money
by waiting. If they thought the low price likely to be permanent,
they would take what they could get. It is always a s/zz _ m_
with a dealer to dislz_e of his good.

, Infr_ oh_p.
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As the whole of the goods in the market compose the demand
for money, so the whole of the money constitutes the demand for
goods. The money and the goods are seeking each other for the
purpose of being exchanged. They are reciprocally supply and
demand to one another. It is indifferent whether, in characterizing
the phenomena, we speak of the demand and supply of goods, or
the supply and the demand of money. They are equivalent exp_J-
sions.

We shall proceed to illug_rato this proposition more fully. And
in doing this, the reader wi]] remark a great differenco between
the class of questions which now occupy us, and those which we
previously had under discussion respecting Value_ In considering
Value, we were only concerned with causes which acted upon
pal_ienlar commodities apart from the rest. Causes which affect
all commodities alike do not act upon values. But in considering
the rpAation between goods and money, it is with the causes that
operate upon all goods whatever that we are specially concerned.
We are comparing goods of all sorts on one side, with money on the
other side, as things to be exchanged against each other.

Suppose, everything eke being the same, that there is an increase
in the quantity of money, say by the arrival of a fo_igner in a
place, with a treasure of gold and silver. When he commences
expending it (for this question it matters not whether productively
or unproductively), he adds to the supply of money, and, by the
same act, to the demand ior goods. Doubtless he adds, in the first
instance, to the demand only for certain kinds ol goods, namely,
those wnlch he selects for purchase ; he will immediately raise
the price of those, and so far as he is individually concerned, of those
only. If he spends his funds in giving entert_alnments, he will raise
the prices of food and win_ H he expends them in establishing
a manufactory, he will raise the prices of labour and material_
But at the higher prices, more money win pass into the hands of the
_llere of these different articles ; and they, whether labourers or
dealers, having more money to lay out, will create an increased
demand for all the thln_ which they are accustomed to purchase :

these accordln_ly w_fl dee in price, and so on until the rise has
reached everythln_. I say everything, though it is of course
possible that the influx d money might take place through the
medium of some new class of consumers, or in such a manner as to

alter the proportions of different classes of consumers to one another,
so that a greater share of the na_onal income than before would
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thenceforth be expended in some articles, and a _maller in others
exactly as ff a change had taken place in the tastes and want8 of the
community. If this were the case, then until production had
accommodated itself to this change in the comparati_re demand
for different things, there would be a real alteration in value6, and
some things would rise in price more than others, while some perhal_
would not rise at all. These effects, however, would evidently
proceed, not from the mere increase of money, but from accessory
circumstances attending it. We are now only called upon to con-
sider what would be the effect of an increase of money, considered
by itself. Supposing the money in the hands of individuals to be
increased, the wants and inclinations of the community collectively
in respect to consumption remaining exactly the _me ; the increase
of demand would reach all things equally, and there would be an
universal rise of pricea We might suppose, with Hume, that
some morning, every person in the nation should wake and find a
gold coin in his pocket: this example, however, would involve an
alteration of the proportions in the demand for different com-
modities ; the luxuries of the poor would, in the first instance, be
raised in price in a much greater degree than other things. Let
us rather suppose, therefore, that to every pound, or shilling, or
penny, in the possession of any one, another pound, shilling, or
penny, were suddenly added. There would be an increased money
demand, and consequently an increased money value, or price,
for things of all sorta This increased value would do no good to
any one ; would make no difference, except that of having to reckon
pounds, shillings, and pence, in higher numbera It would be an
increase of values only as estimated in money, a thing only wanted
to buy other things with ; and would not enable any one to buy
more of them than before, l_iees would have risen in a certain

ratio, and the value of money would have fallen in the same ratio.
It is to be remarked that this ratio would be precisely that in

which the quantity of money had been increased. If the whole
money in circulation was doubled, prices would be doubled. If it
was only increased one-fourth, prices would rise one-fourth. There
would be one-fourth more money, all of which would be used to
purchase goods of some description. When there had been time
for the increased supply of money to reach all markets, or (according
to the conventional metaphor) to permeate all the channels of circu-

lation, all prices would have risen one-fourth. But the general nse
of priceis independent of this diffusing and equ,lizing procma Even
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if some prices were raked more, and others less, the average rise
would be one-fourth. This is a necessary consequence of the fact
that a fourth more money would have been given for only the same
quantity of goods. Oeneral prices, therefore, would in any case be
a fourthhigher.

The very same effect would be produced on pricesifwe suppose
the goods diminlahed, instead of the money increased: and the

contrary effect if the goods were increased or the money diminished.
If there were le_ money in the hands of the community, and the
same amount of goods to be sold, less money altogether would be
given for them, and they would be sold at lower prices ; lower, too,
in the precise ratio in which the money was diminishec_ 8o that

the value of money, other things being the same, varies inversely
as its quantity ; every increase of quantity lowering the value, and
every diminution raising it, in a ratio exactly equivalent.

This, it must be observed, is a property peculiar to money. We
did not find it to be true of commodities generally, that every
diminution of supply raised the value exactly in proportion to the
deficiency, or that every increase lowered it in the precise ratio of
the excess. Some things are usually affected in a greater ratio than
that of the exce_ or deficiency, others usually in a less : because,
in o_ cases of demand, the desire, being for the thing itself, may
be stronger or weaker : and the amount of what people are willing
to expend on it, being in any case a limited quantity, may be affected
in very unequal degrees by difficulty or facility of attainment. But
in the case of money, which is desired as the means of universal
purchase, the demand consists of everything which people have to
sell ; and the only limit to what they are willing to give is the limit
set by their having nothing more to offer. The whole of the
goods being in any case exchanged for the whole of the money
which comes into the market to be laid out, they will sell for less
or more of it, exactly according as less or more is brought.

§ 3. From what precedes, it might for a moment be supposed
that all the goods on sale in a country, at any one time, are exchanged
for all the money existing and in circulation at that same time:
or, in other words, that there is always in circulation in a country
a quantity of money equal in value to the whole of the goods then
and there on sale. But this would be a complete misapprehension.
The money laid out is equal in value to the goods it purchases ; but
the quantity Of money laid out is not the same thing with the
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quantity in circulation. As the money passes fromhand to hand, the
same piece of money is laid out many times, before all the thl.gs
on sale at one time are purchased and finally removed from the
market : and each pound or dollar must be counted for as many
pounds or dollars, as the number of times it changes hands in order
to effect this object. The greater part of the goods must also be
counted more than once, not only because most things pass through
the hands of several sets of manuf_cturem and dealers before they
assume the form in which they are finally consumed, but because
in times of speculation (and all times are so, more or less) the asme
goods are often bought repeatedly, to be resold for a profit, before
they are bought for the purpose of consumption at all

If we assume the quantity of goods on sale, and the number of
times those goods are resold, to be fixed quantities, the value of
money will depend upon its quantity, together with the average
number of times that each piece changes hands in the process.
The whole of the goods sold (counting each resale of the same goods
as so much added to the goods) have been exchanged for the whole
of the money, multiplied by the number of purchases made on the
average by each piece. Consequently, the amount of goods and of
transactions being the same, the value d money is inversely as
itsquantity multipliedbywhat is called therapidityofcirculation.
And thequantityof money incirculationisequalto themoney
value of all the goods sold, divided by the number which expresses
the rapidity of circulation.

The phrase, rapidity of circulation, requires some comment.
It must not be understood to mean the number of purcheaes made
by each piece of money in s given time. Time is not the thing
to be considered. The state of society may be such that each
piece of money hardly performs more than one purchase in a year :
but if this arises from the small number of transactions---_om the
small amount of business done, the want of activity in traffic, or
because what tral_c there is, mostly takes place by barter--it
constitutes no reason why prices should be lower, or the value of
money higher. The essential point is, not how often the same
money changes hands in a given time, but how often it changes
hands in order to perform a given amount of traffic. We must
compare the number of purchases made by the money in a given
time, not with the time itself, but with the goods sold in that same
time. If each piece of money changes hands on an average ten
times while goods are sold to the value of a million sterling, it b



evident that the money required to circulate these goods is lO0,O00l.
And conversely, if the money in circulation is lO0,O00l., and each
piece changes hands by the purchase of goods ten times in a month,
the sales of goods for money which take place every month must
amount on the average to 1,O00,O00L

Rapidity of c'n_ulation being a phrase so ill adapted to express
the only thing which it is of any importance to express by it, and
having a tendency to confuse the subject by suggesting a meaning
extremdy different f_om the one intended, it would be a good thing
if the ptm_e could be got rid of, and another substituted, more
directly significant of the idea meant to be conveyed. Some such
expression as "the efficiency of money/' though not unexceptionable,
would do better ; as it would point attention to the quantity of
work done, without sugges_ng the idea of estimating it by time.
Until an appropriate term can be devised, we must be content_
when ambiguity is to be apprehended, to express the idea by the
circumlocution which alone conveys it adequately, namely, the
average number of purchasesmade by each piece in order to effect
a given pecuniary amount of transactions.

§ 4. The proposition which we have laid down respecting the
dependence of general prices upon the quantity of money in cir-
culation, must be understood as applying only to a state of things
in which money, that is, gold or silver, is the exclusive instrument
of exchange, and actually passes f_omhand to hand at everypurchas%
eredit in any of its shapes being unknown. When credit comes
into play as a means of purchasing, distinct from money in hand,
we shall hereafter find that the connexion between prices and the
amount of the circulating medium is much lees direct and intimate=
and that such connexion as does exist no longer admits of so simple
a mode of expression. But on a subiect so full of complexity as that
of currency and prices, it is necessary to lay the foundation of our
theory in a thorough understanding of the most simple case_ which
we shall always find lying as a groundwork or substratum under
those which arise in practica That an increase of the quantity of
money raise prices, and a diminution lowers them_ is the most
elementary proposition in the theory of currency, and without it we
should have no key to any of the other_ In any state of things.
however, except the simple and primitive one which we have sup.
posed, the proposition is only true other things being the same :
and what those other things are, which must be the same, we are
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not yet ready to pronounc_ We can, however, point out, even
now, one or two of the cautions with which the principle must be
guarded in attempting to make use of it for the practical explanation
of phenomena; cautions the more indispensable, as the doctrine,
though a scientific truth, has of late years been the foundation of

a greater mass of raise theory, and erroneous interpretation of
facts, than any other proposition relating to interchange. From
the time of the resumption of cash payments by the Act of 1819,
and especially since the commercial crisis of 1825, the favourite
explanation of every rise or fall of prices has been the "currency ;"
and Kke most popular theories, the doctrine has been applied
with lltt]e regard to the conditions necessary for making it correct.

For example, it is habitually assumed that whenever there is
s greater amount of money in the country, or in existence, a rise
of prices must necessarily follow. But this is by no means an
inevitable consequence. In no commodity is it the quantity in
existence, but the quantity offered for sale, that determines the
value. Whatever may be the quantity of money in the country,
only that part of it will affect prices which goes into the market
of commodities, and is there actually exchanged against goods.
Whatever increases the amount of _ portion of the money in the
country, tends to raise prices. But money hoarded does not act
on prices. Money kept in reserve by individuals to meet con.
tingencies which do not occur, does not act on prices. The money
in the coffers of the Bank, or retained as a reserve by private
banl_exs, does not act on prices until drawn out, nor even then
unless drawn out to be expended in commodities.

It frequently happens that money, to a considerable amount,
is brought into the country, is there actually invested 1 8,8 capita],

and again flows out, without having ever once acted upon the
markets of commodities, but only upon the market of securities,
or, as it is commonly though improperly called, the money market.
Let us return to the case already put for illustration, that of a
foreigner landing in the country with a treasure. We supposed
him to employ his treasure in the purchase of goods for his own use,
or in setting up a manufactory and employing labourers ; and in
either case he would, cwteris part_ncs, raise price& But instead of
doing either of these things, he might very probably prefer to
invest his fortune at interest ; which we shall suppose him to do i_
the moet obvious way. by becoming a competitor for a portion of

I ["Invested " substituted for "employed" in 3rd ect. (1852_]
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the stock, exchequer bills, railway debentures, mercantile bills,
mortgages, &c., which are at all times in the hands of the public.
By doing this he would raise the prices of those di_erent securities,
or in other words would lower the rate of interest ; and since this
would disturb the relation previously existing between the rate of
interest on capital in the country itself, and that in foreign countries,
it would probably induce some of thcee who had floating capital
seeking employment, to send it abroad for foreign investment
rather than buy securities at home at the advanced price. As
much money might thus go out as had previously come in, while
the prices of commodities would have shown no trace of its temporary
presence. This is a case higtdy deserving of attention: and it is
a fact now beginning to be recognised, that the passage of the
precious metals from country to country is determined much more
than was formerly supposed by the state of the loan market in
different countries, and much less by the state of prices.

Another point must be adverted to, in order to avoid serious
error in the interpretation of mercantile phenomena. If there
be, at any time, an increase in the number of money transactions,
a thing continually liable to happen from di_erences in the activity
of speculation, and even in the time of year (since certain kinds of
business are transacted only at particular seasons); an increase
of the currency which is only proportional to this increase of trans-
actions, and is of no longer duration, has no tendency to raise
prices. At the quarterly periods when the public dividends are
paid at the Bank, a sudden increase takes place of the money in the
hands d the public ; an increase estimated at from a fifth to two-
fifths of the whole issues of the Bank of England. Yet this never
has any effect on prices ; and in a very few weeks, the currency has
again shrunk into its usual dimension_ by a mere reduction in the
demands of the public (after so copious a supply of ready money)
for accommodation from the Bank in the way of discount or loan.
In like manner the currency of the agricultural districts fluctuates
in amount at ditterent seasons of the year. It is always lowest in
August: "it rises generally towards Christmas, and obtains its
greatest elevation about Lady-day, when the farmer commonly
lays in his stock, and has to pay his rent and s_lmrner taxes," and
when he therefore makes his principal applications to country
bankers for loans. "Those variations occur with the same regularity
as the season, and with just as little disturbance of the markets as
the quarterly fluctuations of the notes of the Bank of EnglaucL
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As soon as the extra payments have been completed, the superfluous"
currency, which is estimated at half a million, "as certainly and
immediately is reabeorbed and disappears."*

If extra currency were not forthcoming to make th_ extra
payments, one of three things must happem Either the payments
must be made without money, by a resort to some of those con-
t_ivances by which its use is dispensed with ; or there must be an
increase in the rapidity of circulation, the same sum of money
being made to perform more payments; or, if neither of these

thln_ took place, money to make the extra payments must be
withdrawn from the m_ket for commodities_ and prices, conse-
quently, must faiL An increaseof the circulating medium, conform-

able in extent and duration to the temporary stress of busine_
does not raise prices, but merely prevents this fall

The sequel of our investigation will point out many other quMi_-
cations with which the proposition must be received, that the value

of the circulating medium depends on the demand and supply.
and is in the inverse ratio of the quantity ; I qua|ificatious whieht
under a complex system of credit like that existingin England,
render the proposition an extremely incorrect expression of the fact_

* FaUarton, Re.u/at/on of Ct_re_-/_, 2rid edit. pl_ 87-9.
I [The rest of the sentence was added in the 4th ed. (1857), and the pro.

position deecribed as "_ totally incorreot expression of the inst." In t_
ff4_hed. (1862) "ext_mely" was substituted [or "totally."]



CHAPTER IX

OFTffJ_ V£LUE OF MONEY, £S DEPF_TI)ENTON COffr OF PRODUCTION

§ 1. BUT money, no more than commodities in general, has
its value definitely determined by demand and supply. The ultimate
regulator of its value is Cost of Production.

We are supposing, of course, that things are left to themselves.
Governments have not always left things to themselvea They
have undertaken to prevent the qu__ntity of money _m adjnsl_ng
itself according to spontaneous laws, and have endeavoured to
regulate it at their pleasure ; generally with a view of keeping a
greater quantity of money in the country, than would otber_.as
have remained there. It was, until lately, the policy of aU govern-
ments to interdict the exportation and the melting of money ; while,
by encouraging the exportation and impeding the importation of
other things, they endeavoured to have a stream of money constantly
flowing in. By this course they gratified two prejudices; they
drew, or thought that they drew, more money into the country,
which they believed to be tantamount to more wealth; and they
gave, or thought that they gave, to all producem and dealers, high
p_ices, which, though no real advantage, people are always inclined
to suppose to be one.

In this attempt to regulate the value of money artificially by
means of the supply, governments have never succeeded in the degree,
or even in the manner, which they intended. Their prohibitions
against exporting or melting the coin ]lave never been effectual.
A commodity of such mnall bulk in proportion to its value is so
easily smuggled, and st_ more easily melted, that it has been
imposmble by the most stringent measures to prevent these opera*
tions. All the risk which it was in the power of governments to
attach to them, was outweighed by a very moderate profit.* In

* The effect o_ the prohibition cannot, however, have been so entirely
_lifloant _ it has been suppoRedto be by writem on the aabjsot. The
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the more indirect mode of aiming at the same purpose, by throwing
difficulties in the way of making the returns for exported goods in
any other commodity than money, they have not been quite so
unsuccessful They have not, indeed, succeeded in making money
flow continuously into the country; but they have to a certain
extent been able to keep it at a higher than its natural level ; and
have, thus far, removed the value of money from exclusive depend-
ence on the causes which fix the value of things not artific/ally
interfered with.

We are, however, to suppose a state, not of artificial regulation,
but of freedom. In that state, and assumiug no charge to be made
for coinage, the value of money will conform to the value of the
bullion of which it is made. A pound weight of gold or silver in
coin, and the same weight in an ingot, will precisely exchange fo_
one another. On the supposition of freedom, the metal cannot be
worth more in the state of bullion than of coin ; for as it can be

melted without any loss of time, and with hardly any expense, this
would of course be done until the quantity in circulation was so
much djminlshed as to equalize its value with that of the same
weight in bullion. It may be thought however that the coin,
though it cannot be of less, may be, and being a manufactured
article will naturally be, of greater value than the bullion contained
in it, on the same principle on which linen cloth is of more value
than an equal weight of linen yarn_ This would be true, were it
not that Government, in this country, and in some others, coins
money gratis for anyone who furnishes the metal. The labour and
expense of coinage, when not charged to the posse_or, do not
raise the value of the article. If Government opened an office
where, on delivery of a given weight of yarn, it returned the same
weight of cloth to any one who asked for it, cloth would be worth
no more in the market than the yarn it contained. As soon as
coin is worth a fraction more than the value of the bullion, it becomes
the interest of the holders of bullion to send it to be coined. If

Government, however, throws the expense of coinage, as is reason_
able, upon the holder, by making a charge to cover the expense (which
is done by giving back rather less in coin than has been received
in bullion, and is called levying a seignorage), the coin will rise,

facts adduced by Mr.FuUarton, in the note to page 7 of his work on the Rc_l-
lation of Uu_encles, shows that it requireda greater percentage of difference in
value between eoin and bullion than has oommon_vbeen imagined, to bring the
ooin to the melting-pot.
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to the extent of the eelgnorage, above the value of the bullion.
If the Mint kept back one per cent to pay the expense of coinage,
it would be against the interest of the holders of bullion to have
it coined, until the coin was more valuable than the bullion by at
]east that h_tion. The coin, therefore, would be kept one per
cent higher in value, which could only be by keeping it one per cent
less in quantity, than if its coinage were gratuitous.

The Government might attempt to obtain a profit by the trans-
action, and might lay on a seignorage calculated for that purpose ;
but whatever they took for coinage beyond its expenses, would be,
so much profit on private coining. Coining, though not so easy an
operation as melting, is far from a difficult one, and, when the coin
produced is of full weight and standard fineness, is very c]it_eult
to detect. H, therefore, a profit could be made by coimng good
money, it would certainly be done: and the attempt to make
seignorage a source of revenue would be defeated. Any attempt
to keep the value of the coin at an artificial elevation, not by a
seignorage, but by refusing to coin, would be frustrated in the same
manner.*

§ 2. The value of money, then, conforms, permanently, and,
in a state of freedom, almost immediately, to the value of the
metal of which it is made ; with the addition, or not, of the expenses
of coinage, according as those expenses are borne by the individual
or by the state. This simplifies extremely the question which we
have here to consider : since gold and silver bullion are commodities

like any others, and their value depends, like that of other things,
on their cost of production.

To the maiority of civilized countries, gold and silver are fore'_n
products : and the circumstances which govern the values of foreign
products, present some questions which we are not yet ready to
examine. For the preaent_ therefore_ we must suppose the country
which is the subject of our inquiries, to be supplied with gold and

• In Enghmd, though there is no eeignoruge on gold coin, (the Mint re-
turning in coin the same weight of pure metal which it receives in bullion,)
there is • delay of a few weeks after the bullion is deposited, before the coin
can beobtained, occa_ouing a ion of intereat_which, to the holder,mequivalent
to a trifling se_rag_ From this _use, the value of coin is in general
slightly above that of the bullion it oontalnL An ounce of gold, according
to the quantity of metal in _ eo_ should be worth 3/. 17s. 10_d. ; but it
was usually quoted _t 3/. 17e. 6d., until the Bank CharterAct of 1844made it
imperative on the Bank to give its notcmfor all bullion offeredto it at the ntt¢
of 31. 17J.9g.
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silver by its own mines, reserving for future consideration how faz
our conclusions require modification to adapt them to the more
usual case.

Of the three classes into which commodities are divided--

those absolutely limited in supply, those which may be had in
nnlimited quantity at a given cost of production, and those which
may be had in nnlimited quantity, but at an increasing cost of
pzoduction--the precious metals, being the produce of mines,
belong to the third cLA____Their natural wlue, therefore, is in the
long run proportional to their coat of production in the moat un-
favourable existing circnmatances, that is, at the worst,mine which
it is necessary to work in order to obtain the required supply. A
pound weight of gold will, in the gold-producing countries, ulti-
mately tend to exchange for as much of every other commodity a_

is produced at s cost equal to its own ; meaning by its own cost the
cost in labour and expense, at the least productive sourees of supply
which the then existing demand makes it necessary to work. The
average value of gold is made to conform to its natural value in
the same manner as the values of other things are made to con-
form to their natural value. Suppose that it were sell_g above its
natural value ; that is, above the value which is an equivalent for
the labour and expense of mining, and for the risks attending a
branch of industry in which nine out of ten experiments have
usually been failures. A part of the m_ d floating capital which
is on the look out for investment, would take the _tion of mining
ente_rlse; the supply would thus be increased, and the value
would fall. If, on the contrary, it were selling below its natural
value, miners would not be obtaining the oMinmT profit; they
would slacken their works ; if the depreciation was great, some of
the inferior mines would perhaps stop working altogether : and a
falling off in the annual supply, preventing the _J_nual west and
tear from bring completely comtamsated , would by degrees reduce
the quantity, and restore the value.

When eTamlned more closely, the following are the detaik of
the process. Ifgold is above its natural or cost value--the coin.
as we have seen, conforming in its value to the bullion--money
will be of high value, and the prices of all things, labour includedj
w_l be tow. Theee low priceswill lower the expensm of all producers;
but astheirreturnswill_ be lowered, no advantage will be
obtained by sny produoer, exoept the tn_)duoer of gold: whose
refurns from his mine, not depending on price, will be the same as
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befa_ and his expeusm being le_ he will obtain extra profits,
and will be stimulated to increase 1_ production. B eon_erso if

the metal is below its natural value : since this is as much as to say
that prices are high, and the money expends of all producers
unusually great: for this, however, all other producers will be
compensated by increased money returns: the miner alone will
extract from his mine no more metal than before, while his

expenses will be greater: his profits therefore being dimini.qhed
or anni]nIated, he will diminlah his production, if not abandon
his employment.

In this manner it is that the value of money is made to conform
to the cost of production of the metal of which it is made. It may
be well, however_ to repeat (what has been said before) that the
adjustment takes a long time to effect, in the case of a commodity
so generally desired and at the same time so durable as the precious
metak. Being so largely used not only as money but for plate and
ornament_ there is at all times a very large quantity of these metals
in existence : while they are so slowly worn out, that a comparatively
small annual production is sufficient to keep up the supply, and to
make any addition to it which may be required by the increase of
goods to be circulated, or by the increased demand for gold and silver
articles by wealthy consumers. Even if this im_ll annual supply
were stopt entirely, it would require many years to reduce the
quantity so much a_ to make any very material difference in prices.
The quantity may be increased much more rapidly than it can b_
diminished; but the increase must be very great before it can
make itself much felt over such a mass of the precious metals al
exists in the whole commercial world. And hence the effects of all

changes in the conditions of production of the precious metals are
at first, and continue to be for many years, questions of quantity
only, with little reference to cost of productiom 1More especially
is this the case when, as at the present time_ many new sources of
supply have been simultaneously opened, most of them practicable
by labour alone, without any capital in advance beyond a pickaxe
and a week's food ; and when the operations are as yet wholly
experimental, the comparative permanent productiveness of the
different sourc_ being entirely _ed.

§ 3. Since, however, the value of money really conforms, like
that oLother thing_ though more slowlys to its cost of production_

I [The _ untenoe og thk _ph wu added in the _d ed. (1852).]
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iome political economists have objected altogether to the statement
that the value of money depends on its quantity combined with
the rapidity of circulation ; which, they thlnl_, is as_Imlng a law for
money that does not exist for any other commodity, when the truth
k that it is governed by the very same laws. To this we may
answer, in the first place, that the statement in question assumes no
peculiar law. It is simply the law of demand and supply, which is
acknowledged to be applicable to all commodities, and which, in
the case of money as of most other things, is controlled, but not set
aside, by the law of cost of production, since cost of production
would have no effect on value if it could have none on supply. But,

_condly, there really is, in one respect, a closer connexion between
the value of money and its quantity, than between the values of
other things and their quantity. The value of other things con-
forms to the changes in the cost of production, without requiring,
as a condition, that there should be any actual alteration of the

eupply : the potential alteration is sufficient ; and if there even be
an actual alteration, it is but a temporary one, except in so far as
the altered value may make a difference in the demand, and so
require an increase or diminution of supply, as a consequence,
not a cause, of the alteration in value. Now this is also true of

gold and silver, considered as articles of expenditure for ornament
and luxury ; but it is not true of money. If the permanent cost
of production of gold were reduced one-fourth, it might happen
that there would not be more of it bought for plate, gilding, or
jewellery, than before ; and if so, though the value would fall, the
quantity extracted from the mines for these purposes would be no
greater than previously. Not io with the portion used as money ;
that portion could not fall in value one-fourth, unless actually
increased one-fourth; for, at prices one-fourth higher, one-fourth
more money would be required to make the accustomed purchases ;
and if this were not forthcoming, some of the commodities would be

without purchasers, and prices could not be kept up. Alterations,
therefore, in the cost of production of the precious metals, do not
act upon the value d money except just in proportion as they
hlorease or dimlniah its quantity ; which cannot be said of any
Othcr commodity. It would thel_fo1_ I conceive_ be all error,

both scientifically and practically, to discard the proposition
which asserts a connexion between the value of money and its

tluantity.
Itk evident, however, that the cost of production, in the long
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run, regulates the quantity; and that every country (temporary
fluctuations excepted) will possess, and have in circulation, iust that
quantity of money which will perform all the exchanges required
of it, consistently with maintaining a value conformable to its cost
of production. The prices of things will, on the average, be such
that money will exchange for its own cost in all other goods : and,
precisely because the quantity cannot be prevented from a_ecting
the value, the quantity itself will (by a sort of self-acting machinery)
be kept at the amount conalatent with that standard of prices--at
the amount necessary for performinga at those prices, all the business
required of it.

"The quantity wanted will depend partly on the cost of produc-
hag gold, and partly on the rapidity of its circulation. The rapidity
of circulation being given, it would depend on the cost of production :
and the cost of production being given, the quantity of money
would depend on the rapidity of its circulation." * After what has
been already said, I hope that neither of these prepositions stands
in need of any further illustration.

Money, then, like commodities in general, having a value de-
pendent on, and proportional to, its cost of production ; the theory
of money is, by the admia_ion of this principle, stript of a great part
of the mystery which apparently surrounded it. We must not
forget, however, that this doctrine only applies to the places in
which the precious metals are actuaUy produced; and that we
have yet to enquire whether the law of the dependence of value on
cost of production applies to the exchange of things produced a¢
distant places. But however this may be, our propositions with

respect to value will require no other alteration, where money is an
imported commodity, than that of substituting for the cost of its
production the cost of obtaining it in the country. Every foreign
commodity is bought by giving for it some domestic production;
and the labour and capital which a foreign commodity costs to us
is the labour and capital expended in producing the quantity of
our own goods which we give in exchange for it. What this quantity
depends upon.--what determines the proportions of interchange
between the productions of one country and those of another,--is
indeed a question of somewhat greater complexity than those we

• From some printed, but not published, Lectures of Mr.Senior: in which
the great differences in the buaine6s done by money, as well as in the rapidity
of its circulation in different st4tes of society and civilization, are interestingly
Ulustmte&
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have hitherto conmdered. But this at least is ind_utable, that
within the country itself the value of imported commoditis_ k
determined by the value, and consequently by the cost of preduction,
of the equivalent Oven for them ; and money, where it is an imported
commodity, is subject to the same law.1



CHAPTER X

07 A DOUBLE ffrzNDbJgD, AND SUBSIDIARY 0OIN1$

§ 1. THOUGHthe qualities necessary to fit any commod/ty
for being used as money are rarely united in any considerable
pedection, there are two commodities which possess them in an
eminent, and nearly an equal degree ; the two precioi_ metals, as
they are called ; gold and silver. Some nations have accordingly
attempted to compose their circulating medium of these two metals
indiscriminately.

There is an obvious convenience in mxlrln_ use of the more
coetly metal for larger payments and the cheaper one for smallez :
and the only question relates to the mode in which this can beet
be done. The mode most frequently adopted has beentoestablish
between the two metals a fixed proportion ; to decide, for example,
that a gold coin called a sovereign should be equivalent to twenty of
the silver coins called shillings : both the one and the other being
called, in the ordinary money of account of the country, by the same
denomination, a pound : and it being left free to every one who has
a pound to pay, either to pay it in the one metal or in the other.

At the time when the valuation of the two metals relatively to
2inchother, say twenty shillings to the sovereign, or twenty-one
shillln_ to the guinea, was first made, the proportion probably
corresponded, as nearly as it could be made to do, with the ordinary
relative values of the two metals grounded on their cost of produc-
tion : and if those natural or ecet valuee always continued to bear
the same ratio to one another, the arrangement would be unobjec-
t_aable. This, however, is far from being the tact. Gold and silver,
though the least variable in value of all commodities, are not in-
variable, and do not always vary simultaneously. Silver, for
example, was lowered in permanent value more than gold, by the
discovery of the American mines; and those small variations of
vahle which take place ocoasiona]ly do not affect both metals alike.
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Suppose such a variation to take place : the value of the two metah
relatively to one another no longer agreeing with their rated pro.
portion, one or other of them will now be rated below its bullion
value, and there will be a profit to be made by melting it.

Suppose, for example, that gold rises in value relatively to
silver, so that the quantity of gold in a sovereign is now worth more
than the quantity of silver in twenty shillings. Two consequences
will ensue. No debtor will any longer find it his interest to pay in
gold. He will always pay in silver, because twenty shillings are a
legal tender for a debt of one pound, and he can procure silver
convertible into twenty shillings for less gold than that contained
in a sovereign. The other consequence will be, that unless a sovereign
can be sold for more than twenty shillings, all the sovereigns will be
melted, since as bullion they will purchase a greater number of
_hiliings than they exchange for as coin. The converse of all thk
would happen ff silver, instead of gold, were the metal which had
risen in comparative value. A sovereign would not now be worth
so much as twenty shiIllugs, and whoever had a pound to pay would
prefer paying it by a sovereign ; while the silver coins would be
collected for the purpose of being melted, and sold as bullion for gold
at their real value, that is, above the legal valuation_ The money
of the community, therefore, would never really consist of both
metals, but of the one only which, at the particular time, best suited
the interest of debtors; and the standard of the currency would
be constantly liable to change from the one metal to the other, at a
loss, on each change, of the expense of coinage on the metal which
fell out of use.

It appears, therefore, that the value of money is liable to more
frequent fluctuations when both metals are a legal tender at a fixed
valuation, than when the exclusive standard of the currency is either
gold or silver. Instead of being only affected by variations in the
cost of production of one metal it is subject to derangement from
those of two. The particular kind of variation to which a cu_ency
is rendered more liable by having two legal standards, is a fall of
value, or what is commonly called a depreciation ; since practically
that one of the two metals will always be the standard, of which the
real has fallen below the rated value. If the tendency of the metals
be to rise in value, all payments will be made in the one which has
risen least ; and if to fall, then in that which has fallen most.

| 2. The plan of a double standard is still occaaionally brought
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forward by here and there a writer or orator as a great improvement
in currency. It is probable that, with most of its adherents, its
chief merit is its tendency to a sort of depreciation, there being at
all times abundance of supporters for any mode, either open or
covert, of lowering the standard. Some, however, are influenced by
an exaggerated estimate of an advantage which to a certain extent
is real, that of being able to have recourse, for replenishing the
circulation, to the united stock of gold and silver in the commercial

world, instead M being confined to one of them, which, from acci-
dental absorption, may not be obtainable with sufficient rapidity.
The advantage without the disadvantages of a double standard,
seems to be best obtained by those nations with whom one only of
the two metals is a legal tender, but the other also is coined, and
allowed to pass for whatever value the market assigns to it. 1

When this plan is adopted, it is naturally the more costly metal
which is left to be bought and sold as an article of commerce. But
nations which, like England, adopt the more costly of the two as
their standard, resort to a different expedient for retaining them both
in circulation, namely, to make silver a legal tender, but only for
smM! payments. In England, no one can be compelled to receive
silver in payment for a larger amount than forty shillings. With
this regulation there is necessarily combined another, namely, that
silver coin should be rated, in comparison with gold, somewhat above
its intrinsic value ; that there should not be, in twenty shillings, as
much silver as is worth a sovereign : for if there were, a very slight
turn of the market in its favour would make it worth more than a

sovereign, and it would be profitable to melt the silver coin. The
over-valuation of the silver coin creates an inducement to buy silver
and send it to the Mint to be coined, since it is given back at a higher
value than properly belongs to it : this, however, has been guarded

t [The following passage, which oeeurred in the o"nginaled. (1848) at this
point, was omitted in the 3rd ed. (1852) :

•' This is the ease in Franoe. Silver alone is (I believe) a legs] tender,
sad all sums are expressed sad s_ounts kept in frtmos, a silver ooim Gold
is also ooinvd, for oonvenienor, but does not pass at a fixed valuation : the
twenty franos marked on a napoleon are merely nominal, napoleons being
never to be bought for that sum, but always bearing a small premium, or
agio as it is called; though,as the agio is very trifling, (the bullionvalue differing
very little from twenty fx_mos),it is seldom pvssible to lmss t tmpoloon for
more than that sum in ordinary retail transactions. Silver, then, is the real
money of the eountry, and gold eoin only a momhsndise ; but, though not
a legal tender, it maswersall the real purlmsm of one, slnoe no _editor is at
all likely to refuse receiving it at the market prioe, in payment of hie debt."]
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against, by llm_n_ the q-_ntity of the silver coinage, which is not
left, like thst of gold, to the discretion of individ-_lm_ but is deter-
mined by the government, and res__eted to the amount supposed
to be required for small psymen_. The only precaution neeesM_
is, not to put so high a valr_on upon the silver, as to hold out •
_zong temptation to private coining.l

" ' [See AEtend_ U. _._m.l



CHAPTER XI

OF CREDIT, A8 A 8UB8TITUTB FOR MONIST

| 1. TaE functiona of credit have been a subject of as much
misunderstanding and as much confusion of ideas, as any single topic
in Political Economy. This is not owing to any peculiar difficulty
in the theory of the subject, but to the complex nature of some of the
mercantile phenomena arising from the forms in which credit clothes
itself; by which attention is diverted from the properties of credit
in general, to the peculiarities of its particular formL

As a specimen of the confused notions entertained respecting the
nature of credit, we may advert to the exaggerated language so often
used respecting its national importance. Credit has a great, but
not, as many people seem to suppose, a magical power; it cannot
make something out of nothing. How often is an extension of
credit talked of as equivalent to a creation of capital, or as if credit
actually were capital. It seems strange that there should be any
need to point out, that credit b_.ingonly permission to use the capital
of another person, the means of production cannot be increased by
it, but only transferred. If the borrower's means of production
and of employing labour are increased by the credit given him_ the
lender's are as much dimlniahed. The same sum cannot be used as
capitad both by the owner and also by the person to whom it is lent :
it cannot supply its entire value in wages, tools, and materials, to
two sets of labourers at once. It is true that the capital which A
has borrowed from B, and makes use of in his business, still forms
part of the wealth of B for other purposes : he can enter into arrange-
ments in rdiance on it, and can borrow, when needful, an equivalent
sum on the security of it ; so that to a superficial eye it might seem
as ff both B and A had the use of it at once. But the smallest con-

sideration will show that when B has parted with his capital to A,
the use of it as capital rests with A alone, and that B has no other
_ndce from it than in so far as his ultimate claim upon it serves him
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to obtain the use of another capital from a third person O. All

capital (not his own) of which any person has really the use, is, and
must be, so much subtracted from the capital of some one else.*

§ 2. But though credit is but a transfer of capital from hand to
hand, it is generally, and naturally, a transfer to hands more com-
petent to employ the capital efficiently in production. If there
were no such thing as credit, or if, from general insecurity and want
of confidence, it were scantily practised, many persons who possess
more or less of capital, but who, from their occupations, or for want
of the necessary skill and knowledge, cannot personally superintend
its employment, would derive no benefit from it : their funds would
either lie idle, or would be, perhaps, wasted and annihilated in
unskilful attempts to make them yield a profit. All this capital is
now lent at interest, and made available for production. Capital
thus circumstanced forms a large portion of the productive re_urces
of any commercial country; and is naturally attracted to those
producers or traders who, being in the greatest business, have the
means of employing it to most advantage ; because such are both
the most desirous to obtain it, and able to give the best security.

Although, therefore, the productive funds of the country are not
increased by credit, they are called into a more complete state of

productive activity. As the confidence on which credit is grounded

* [1865] To make the preposition in the text strictly true, s oorr_tive,
though a very slight one, requires to be made. The cireu_thlg medium
existing in a country at &given time, is partly employed in purchasesfor pro-
ductive, and partly for unproductive consumption. According as a large_
proportion of it is employed in the one way or in the other, the rcal capital of
the country is greateror leas. H, then, an addition wea-emade to the circulating
medium in the hands of unproductive consumersexclusively, a larger portion of
the existing stock of commoditieswould be bought for unproductive consump.
tion, and a smaller for a productive, which state of thln_, while it lasted, would
be equivalent to a diminution of capital ; and on the contrary, ff the additiau
made be to the portion of the circulating medium which is in the hands oi
producers, and destined for their business, a grestor portion of the commodities
in the country will for the present be employed z_ capital, and a less portion
tmproductively. Now an effect of this latter chsm_ter naturally attends some
extensions of credit, especially when taking place in the form of bank notes,
or other instruments of exchange. The additional bank notes are, in ordinary
course, first issued to produ0emor dealers, to be employed as capital; and
though the stook of commodities in the oountryis no grester than before, yet as
a greater share of that stook now comes by purchase into the hauds of produoers
and dealem, to that extent whst would have been unlzroductively oonsumeG

k applied to production, and there is a real m of caplt_L _ e_t
_ases, and a counter-prece_ takes _ when the additional orsdit la stopped,
md tha not_ caIkd in.
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extends itself, means are developed by which even the mnalleat
portions of capital, the auras which each person keepe by him to meet
contingencies, are made available for productive uses. The principal
instruments for this purpose are banks of deposit. Where these do
not exist, a prudent person must keep a sufficient sum unemployed
in his own possession, to meet every demand which he has even a
slight reason for thinking himself liable to. When the practice,
however, has grown up of keeping this reserve not in his own custody
but with a banker, many small sums, previously lying idle, becoming
aggregated in the banker's hands ; and the banker, being taught by
experience what proportion of the amount is likely to be wanted in
a given time, and knowing that if one depositor happens to require
more than the average, another will require less, is able to lend the
remainder, that is, the far greater part, to producers and dealers :
thereby adding the amount, not indeed to the capital in existence,
but to that in employment, and making a corresponding addition
to the aggregate production of the community.

While credit is thus indispensable for rendering the whole capital
of the country productive, it is also a means by which the industrial
talent of the country is turned to better account for purposes of
production. Many a person who ha8 either no capital of his own,
or very little, but who has qualifications for business which are
known and appreciated by some po_essors of capital, is enabled
to obtain either advances in money, or more frequently goods on
credit, by which his industrial capacitiel are made instrumental to
the increase of the public wealth ; and this benefit will be reaped
far more largely, whenever, through better laws and better education,
the community shall have made such progress in integrity, that
personal character can be accepted as a sut_cient guarantee not only
against dishonestly appropriating, but against dishonestly risking,
what belongs to another.

Such are, in the most general point o| view, the uses of credit to
the productive resources of the world. But these considerations
only apply to the credit given to the industrious classes--to pro-
ducers and dealers. Credit given by dealers to unproductive
consumers is never an addition, but always a detriment, to the sources
of public wealth. It makes over in temporary use, not the capital of

the unproductive classes to the productive, but that of the produc-
tive to the unproductive. If A, a dealer, supplies goods to B, a
landowner or annuitant, to be paid for at the end of five years, as
much of the capital of A as is equal to the value of these goods

S
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remains for five years unproductiv_ During such a _ if pay.
ment had been made at once, the sum might have been several times

expended and zeplaced, and goods to the amount might have been
several Limes produced, consumed, and reproduced: consequently
B'e withholding 100/. for five years, even if he pays at last, has cost
to the labouring classes of the community during that period an
absolute loss of probably several times that amount. A, indivi-
dually, is compensated, by putting a higher price upon his goods,
which is ultimately paid by B: but there is no compensation
made to the labouring classes, the chief sufferers by every
diversion of capital, whether permanently or temporarily, to
unproductive nse_ The country has had 1001. less of capita]
during those five years, B having taken that amount from A's
capital, and spent it unproductively, in anticipation of his own
means, and having only after five years set apart a sum from his
income and converted it into capital for the purpose of indemni-

_ug A.

§ 3. Thus far of the general function of Credit in production.
It is not a productive power in itself, though, without it, the produc-
tive powers already existing could not be brought into complete
employment. But a more intricate portion of the theory of Credit
is its influence on prices ; the chief cause of most of the mercantile

phenomena which perplex observe_ In a state of commerce in
which much credit is habitually given, general prices at any moment
depend much more upon the state of credit than upon the quantity of
money. For credit, though it is not productive power, is purchasing
power ; and a person who, having credit, avails himself of it in the
purchase of goods, creates just as much demand for the goods, and
tends quite as much to raise their price, as if he made an equal
amount of purchases with ready money.

The credit which we are now called upon to consider, as a distinct

purchasing power, independent of money, is of course not credit in
its simplest form, that of money lent by one person to another, and
paid directly into his hands ; for when the borrower expends this in
purchases, he makes the purchases with money, not credit, and
exerts no purchasing power over and above that conferred by the

money. The forms of credit winch create purchasing power are
those in which no money passes at the time, and very often none

passes at all, the transaction being included with a mass of other
transactions in an account, and nothing paid but a balance. This
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takee l_ce in a variety of ways, which we shall proceed to examine,
beginn_n_ as is our custom, with the simplest.

First : Suppose A and B to be two dealers, who have transactions
with each other both as buyers and as sellers. A buys from B on credit.
B does the like with respect to A. At the end of the year, the sum
ofA's debta to B is set ag_inRt the sum of B's debts to A, and it is

asce_ined to which side a ba|_nceisdue. This balance, which may
be less than the amount of many of the transactions singly, and is
necessarily less than the sum of the transactions, is all that is paid
in money ; and perhaps even this is not paid, but carried over in an
account current" to the next year. A single payment of a hundred
pounds may in this manner eutBce to liquidate a long series of
transactions, some of them to the value of thousands.

But secondly: The debts of A to B may be paid without the
intervention of money, even though there be no reciprocal debts of B
to A. A may satisfy B by making over to him a debt due to himself
from a third Person, C. This is conveniently done by means of a
written instrument, called a bill of exchange, which is, in fact, a
transferable orderby a creditor upon his debtor, and when accepted
by the debtor, that is, authenticated by his signature, becomes an
acknowledgment of debt.

§ 4. Bills of exchange were first introduced to save the expense
and risk of transporting the precious metals from place to place.
" Let it be supposed," says Mr. Henry Thornton,* " that there are
in London ten manufacturers who sell their article to ten shopkeepers
in York, by whom it is retailed; and that there are in York ten
manufacturers of another commodity, who sell it to ten shopkeepers
in London. There would be no occasion for the ten shopkeepers in
London to send yearly to York guineas for the payment of the
York manufacturers, and for the ten York shopkeepers to send
yearly as many guineas to London. It would only be necessary for
the York manufacturers to receive from each of the shopkeepers at
their own door the money in question, giving in return letters which
should acknowledge the receipt of it ; and which should also direct
the money, lying ready in the hands of their debtors in London, to be
paid to the London manufacturers, so as to cancel the debt in London

* Enqu/_/ate _ N_m_reand l_ff_s of the Paper Oredlt of Or_ Br_,
24. This _k, published in 1802, is even now [1848] the clearest exposition

Ph_t I am acquainted with, in the English language, of the modes in which
eredit is given and taken in s mercantile community.
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in the same manner as that at York. The expense and the risk of
all transmission of money would thus be saved. Letters ordering
the transfer of the debt are termed, in the language of the present
day, bills of exchange. They are bills by which the debt of one
person is exchanged for the debt of another ; and the debt, perhaps,
which is due in one place, for the debt due in another."

Bills of exchange having been found convenient as means of
paying debts at distant places without the expense of transporting
the precious metals, their use was afterwards greatly extended from
another motive. It is usual in every trade to give a certain length
of credit for goods bought : three months, six months, a year, even
two years, according to the convenience or custom of the particular
trade. A dealer who has sold goods, for which he is to be paid in
six months, but who desires to receive payment sooner, draws a bill
on his debtor payable in six months, and gets the bill discounted by
a banker or other money-lender, that is, transfers the bill to him_
receiving the amount, minus interest for the time it has still to ran.
It has become one of the chief functions of bills of exchange to serve
as a means by which a debt due from one person can thus be made
available for obtaining credit from another. The convenience of the
expedient has led to the frequent creation of bills of exchange not
grounded on any debt previously due to the drawer of the bill by
the person on whom it is drawn. These are called accommoda_/on
bills ; and sometimes, with a tinge of disapprobation, fi_/t/ous bills.
Their nature is so clearly stated, and with such judicious remarks,
by the author whom I have just quoted, that I shall transcribe the
entirep_e.*

" A, being in want of 100/., requests B to accept a note or bill
drawn at two months, which B, therefore, on the face of it, is bound to
pay ; it is understood, however, that A will take care either to dis-

charge the bill himself, or to furnish B with the means of paying it.
A obtains ready money for the bill on the joint credit of the two
parties. A flllfils his promise of paying it when due, and thus con-
cludes the transaction. This service rendered by B to A is, however,
not ,nli_ely to be requited, at a more or less distant period, by a
similar acceptance of a bill on A_ drawn and disoounted for B's
convenience.

" Let us now compare such a bill with a real bill Let us consider
in what points they differ, or seem to differ ; and in what they agree.

" They agree, i,_much as each is a discountable article ; each
* P_ ¢9-sa
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has also bee_ created for the purpose of being discounted ; and each
is, perhaps, discounted in fact. Each, therefore, serves equally
to supply means of speculation to the merchant. So far, moreover,
as bills and notes constitute what is called the circulating medium,
or paper currency of the country, and prevent the use of guineas,
the fictitious and the real bill are upon an equality ; and if the price
of commodities be raised in proportion to the quantity of paper
currency, the one contributes to that rise exactly in the same manner
as the other.

" Before we come to the points in which they differ, let us advert
to one point in which they axe commonly supposed to be unlike ;
but in which they cannot be said always or necessarily to differ.

"Real notes (it is sometimes said) represent actual property.
There are actual goods in existence, which are the counterpart to
every real note. Notes which are not drawn in consequence of a
sale of goods, axe a species of faise wealth, by which a nation is
deceived. These supply only an imaginary capital ; the others
indicate one that is real.

"In answer to this statement it may be observed, first, that the

notes given in consequence of a real sale of goods cannot be considered
as on that account certa/n/y representing any actual property.
Suppose that A sells 100l. worth of goods to B at six months' credit,
and takes a bill at six months for it; and that B, within a month after,
sells the same goods, at a like credit, to C, taking a like bill ; and
again, that C, after another month, sells them to D, taking a like bill,
and so on. There may then, at the end of six months, be six bills
of 100L each, existing at the same time; and every one of these
may possibly have been discounted. Of all these bills, then_ only
one represents any actual property.

" In order to justify the supposition that a real bill (as it is
ca[led) represents actual property, there ought to be some power in
the hill-holder to prevent the property which the bill represents,
from being turned to other purposes than that of paying the bill in
question. No such power exists ; neither the man who holds the real
bill, nor the man who discounts it, has any property in the specific
goods for which it was given : he as much trusts to the general
ability to pay of the giver of the bill, as the holder of any fictitious
bill does. The fictitious bill may, in many cases, be a bill given by
a person having a large and known capital, a part of which the
fictitious bill may be said in that case to represent. The supposition
that real bilis represent property, and that fictitious bills do not,
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seems, therefore, to be one by which more than justice is done to
one of these species of bills, and something leas than justice to the
other.

"We come next to some points in which they differ.
" First, the fictitious note, or note of accommodation, is liable

to the objection that it professes to be what it is not. This objection,
however, lies only against those fictitious bills which are passed as
real. In many cases it is sufficiently obvious what they are.
Secondly, the fictitious bill is, in general, less likely to be punctually
paid than the real one. There is a general presumption, that the
dealer in fictitious bilh is a man who is a more adventurous specu-
lator than he who carefully abstains from them. It follows, thirdly,
that fictitious bills, besides being leas safe, are less subject to limita-
tion as to their quantity. The extent d a man's actual sales
forms some limit to the amount of his real notes ; and as it is highly
desirable in commerce that credit should be dealt out to all persona
in some sort of regular and due proportion, the measure of a man's
actual sales, certified by the appearance of his bills drawn in virtue
of those sales, is some rule in the case, though a very imperfect one
in many respects.

"A fictitious bill, oK bill of accommodation, is evidently in
substance the same as any common promissory note; and even
better in this respect, that there is but one security to the promis-
sory note, whereas in the case of the bill of aecommodation, there are
two. So much jealousy subsists lest traders should push their
means of raising money too far, that paper, the dame in its general
nature with that which is given, being the only paper which can be
given, by men out of business, is deemed somewhat discreditable
when coming from a merchant_ And because such paper, when in
the merchant's hand, necessarily imitates the paper which passes
on the occasion of a sale of goods, the epithet fictitious has been cast
upon it ; an epithet which has seemed to countenance the confused
and mistaken notion, that there is something altogether false and
delusive in the nature of a certain part both of the paper and of the
apparent wealth of the country."

A bill ot exchange, when merely discounted, and kept in the
portfolio of the discounter until it falls due, does not perform the
functions or supply the place of money, but is itself bought and sold
for money. It is no more currency than the public funds, or any other
securities. But when a bill drawn upon one person is paid to another
(or even to the same person) in discharge of a debt or a pecuniary
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claim, it does aomething for which, ff the bill did not exist, money
would be required : it performs the functions of currency. This is
a use to which bills of exchange are often applied. "Theynotonly,"
continues Mr. Thornton,* "spare the use of ready money; they also
occupy its place in many cases. Let us imagine a farmer in the
country to discharge a debt of 101. to his neighbouring grocer, by
giving him a bill for that sum, drawn on his cornfactor in London
for grain sold in the metropolis ; and the grocer to transmit the bill,
he having previously indorsed it, to a neighbouring sugar-baker,
indischarge of a like debt ; and the sugar-baker to send it, when again
indorsed, to a West India merchant in an outport, and the West
India merchant to deliver it to his country banker, who also indorses
it, and sends it into further circulation. The bill in this case will
have effected five payments, exactly as if it were a 10/. note payable
to a bearer on demand. A multitude of bills pass between trader
and trader in the country, in the manner which has been described;
and they evidently form, in the strictest sense, a part of the circu-
lating medium of the kingdom."

Many bills, both domestic and foreign, are at last presented for
payment quite covered with indorsements, each of which repre-
sents either a fresh discounting, or a pecuniary transaction in which
the bill has performed the functions of money. Within the present
generation,1 the circulating medium oI Lancashire, for sums above
five pounds, was almost entirely composed of such bili_

§ 5. A third form in which credit is employed as a substitute
for currency, is that of promissory notes. A bill drawn upon any
one and accepted by him, and a note of hand by him promising
to pay the same sum, are, as far as he is concerned, exactly equiva-
lent, except that the former commonly bears interest and the latter
generally does not ; and that the former is commonly payable only
after a certain lapse of time, and the latter payable at sight. But it is
chieflyin the latter form that it has become, in commercial countries,
an express occupation to issue such substitutes for money. Dealers
in money (as lender8 by profession are improperly called) desire,
like other dealers, to stretch their operations beyond what can
be carried on by their own means: they wish to lend, not their
capital merely, but their credit, and not only such portion of their

tp. 4_
[So fromthe 4th etL(18b'7). _ original0848) ran: "Up to twmty

yearsago."]
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credit as co._i_ts of funds actually deposited with them, but theh
power of obtaining credit from the public generally, so far as they
think they can safely employ it. This is done in a very convenient
manner by lending their own promissory note8 payable to bearer
on demand : the borrower being willing to accept these as so much

money, because the credit of the lender makes other people willingly
receive them on the same footing, in purchases or other payments.
These notes, therefore, perform all the functions of currency, and
render an equivalent amount of money which was previously in
circulation, unnecessary. As, however, being payable on demand,

they may be at any time returned on the issuer, and money demanded
for them, he must, on pain of bankruptcy, keep by him as much
money as will enable him to meet any clsirn_ of that sort which
can be expected to occur within the time necessary for providing
himself with more: and prudence also requires that he should
not attempt to issue notes beyond the amount which experience
shows can remain in circulation without being presented for

payment.
The convenience of this mode of (as it were) coining credit,

having once been discovered, governments have availed themselves
of the same expedient, and have issued their own promi_ory
notes in payment of their expenses; a resource the more useful,
because it is the only mode in which they are able to borrow money
without paying interest, their promises to pay on demand being,
in the estimation of the holders, equivalent to money in hand.
The practical differences between such government notes and the
issues of private bankers, and the further diversities of which this
class of substitutes for money are susceptible, will be considered

presently.

§ 6. A fourth mode of making credit answer the purposes of
money, by which, when carried far enough, money may be very
completely superseded, consists in making payments by cheques.
The custom of keeping the spare cash reserved for immediate nse
or against contingent demands, in the hands of a banker, and making
all payments, except small ones, by orders on bankem, is in this
country spreading to a continually larger portion of the public.
If the person making the payment, and the person receiving it,
keep their money with the same banker, the payment takes place
without any intervention of money, by the mere transfer of its
amount in the ba_ker'j books from the credit of the payer to that
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o| the receiver. H all persons in London kept their cash at the
same banker's, and made all their payments by means of chequ_
no money would be required or used for any transactions beginnin_
and terminating in London. This ideal limit is almost attained
in fact, so far as regards transactions between dealers. It is chiefly
in the retail transactions between dealers and consumers, and in

the payment of wages, that money or bank notes now pass, and
then only when the amounts are small In London, even shop-
keepers of any amount of capital or extent of business have generally
an account with a banker ; which, besides the safety and convenience
of the practice, is to their advantage in another respect, by giving
them an understood claim to have their bills discounted in cases

when they could not otherwise expect it. As for the merchants
and larger dealers, they habitually make all payments in the course
of their business by cheques, They do not, however, all deal with
the same banker, and when A gives a cheque to B, B usually pays
it not into the same but into some other bank. But the convenience

of business has given birth to an arrangement which makes all
the banking houses of the City of London, for certain purposes,
virtually one establishment. A banker does not send the cheques
which are paid into his banking house, to the banks on which
they are drawn, and demand money for them. There is a building
called the Clearing-house, to which every City banker sends, each
afternoon, all the cheques on other bankers which he has received
during the day, and they are there exchanged for the cheques on
him which have come into the hands of other bankers, the balances

only being paid in money; I or even these not in money, but in
cheques on the Bank of England. By this contrivance, all the
business transactions of the City of London during that day, amount-
ing often to millions of pounds, and .Lvast amount besides of
country transactions, represented by bills which country bankers

have drawn upon their London correspondents, are [1848] liquidated
by payments not exceeding on the average 200,000/.*

By means of the radons instruments of credit which have now

1 [The concluding clause of this sonten_ was added in the 4th ed. (1857).l
* According to Mr.Tooke (Inquiry into the Uurrency Princ/p/e, p. 27) the

adjustments of the Clearing-house" in the year 1839amounted to 954,401,6001.,
making an average amount of payments of upwards of 3,000,000L of bills of
exchange and cheques daily effected through the medium of little more than
_00,000/. of bank notes."--_1862] At present a very much gre_ter amount of
t_ammetionsis daily liquidated, without bank notes at all, cheques on the Bank
of England rapplying their placL

$2
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been explained, the immeuse business of a country Like Great
Britain is transacted with an amount of the precious metals mar-
prisingly small ; many times smaller, in proportion to the pecuniary
value of the commodities bought and sold, than is found necessary
in France, or any other country in which, the habit and the dis-
position to give credit not being so generally diffused, these _' eoono-
mizing expedients," as they have been called, are not practised to
the same extent. What becomes of the money thus superseded
in its functions, and by what process it is made to disappear from
circulation, are questions the discussion of which must be for a
short time poetponed.



CHAPTER XII

I_rFLUENCE OF CREDIT ON PRICE8

| L HZWNa now formed a general idea of the modes in which
credit is made available as a substitute for money, we have to con-
sider in what manner the use of these substitutes affects the value

of money, or, what is equivalent, the prices of commodities. It
is hardly necessary to say that the permanent value of money--
the natural and average prices of commodities--are not in question
here. These are determined by the cost of producing or of obtaining
the precious metals. An ounce of gold or silver will in the long run
exchange for as much of every other commodity, as can be produced
or imported at the same cost with itself. And an order, or note of
hand, or bill payable at sight, for an oun_ of gold, while the credit
of the giver is unimpaired, is worth neither more nor less than the
gold itself.

It is not, however, with ultimate or average, but with imme-
diate and temporary prices, that we are now coneernech These,
as we have seen, may deviate very widely from the standard of cost
of production. Among other causes of fluctuation, one we have
found to be the quantity of money in circulation. Other things
being the same, an increase of the money in circulation raises prices,
a diminution lowers them. If more money is thrown into circulation
than the quantity which can circulate at a value conformable to its
cost of production, the value of money, so long as the excess lasts,
will remain below the standard of cost of production, and general
prices will be sustained above the natural rate.

But we have now found that there are other things, such as
bank notes, bills of exchange, and cheques, which circulate as
money, and pedorm all the functions of it: and the question
arises, Do these various substitutes operate on prices in the
same manner as money itself ? Does an increase in the quantity
of trs_nderable paper tend to raise prices, in the same mannw
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and degree as an increase in the quantity of money ? There has
been no small amount of discussion on this point among writers

of currency, without any result so conclusive as to have yet obtained
general assent.

I apprehend that bank notes, bills, or cheques, as such, do not act
on prices at all. What does act on prices is Credit, in whatever shape
given, and whether it gives rise to any t_ansferable instruments
capable of passing into circulation or not.

I proceed to explain and substantiate thi_ opinion_

§ 2. Money acts upon prices in no other way than by being
tendered in exchange for commodities. The demand which influ-
ences the prices of commodities consists of the money offered for them.
But the money offered is not the same thing with the money

possessed. It is sometimes less, sometimes very much more. In
the long run indeed, the money which people lay out will be neither
more nor less than the money which they have to lay out : but this
is far from being the case at any given time. Sometimes they keep
money by them for fear of an emergency, or in expectation of a
more advantageous opportunity for expending it. In that case the
money is said not to be in circulation : in plainer language, it is
not offered, nor about to be offered, for commoditiea Money not in
circulation has no effect on prices. The converse, however, is a
much commoner case ; people make purchases with money not in
their possession. An article, for instance, which is paid for by a
cheque on a banker, is bought with money which not only is not in
the payer's possession, but generally not even in the bantrer's,
having been lent by him (all but the usual reserve) to other persons.
We just now made the imaginary supposition that aI1 persons dealt
with a baniL and all with the same bank, payments being universally
made by cheques. In this ideal case, there would be no money
anywhere except in the hands of the banker: who might then
safely part with all of it, by selling it as bullion, or lending it, to be
sent out of the country in exchange for goods or foreign securities.
But though there would then be no money in posse_on, or ultimately
perhaps even in existence, money would be offered, and commodities
bought with it, just as at present. People would continue to reckon
their incomes and their capitals in money, and to make their usual
purchases with orders for the receipt d a thing which would have
literally ceased to exist. There would be in all this nothlna to com-
plain of. so long as the money, in disappearing, left an equlvaient
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value in other things, applicable when required to the reimbursement
of those to whom the money originally belonged.

In the case however of payment by cheques, the purchases are
at any rate made, though not with money in the buyer's possession,
yet with money to which he has a right. But he may make purchases
with money which he only expects to have, or even only pretends
to expect. He may obtain goods in return for his acceptances
payable at a future time ; or on his note of hand ; or on a simple
book credit, that is, on a more promise to pay. All these purchases
have exactly the same effect on price, as if they were made with
ready money. The amount of purchasing power which a person can
exerciseiscomposed of allthemoney inhispome_ion ordue tohim,

and ofallhiscredit.For exercisingthewhole ofthispower hefinds
a sufficientmotive only under peculiarcircumstances; but he

alwayspossessesit; and the portionof itwhich he at any time

does exercise,isthe measul_ of the effectwhich he produceson

price.

Supposethat,inthe expectationthatsome commodity willrise
in price, he determines, not only to invest in it all his ready money,
but to take up on creAit, from the producers or importers, as much
of itas theiropinionof his resourceswillenablehim to obtain.

Every one must see that by thus acting he produces a greater effect

on price, than if he limited his purchases to the money he has actually •
in hand. He creates a demand for the article to the fifll amount of

kis money and credit taken together, and raises the price propor-
tionally to both. And this effect is produced, though none of the
written instruments called substitutes for currency may be called into
existence;though the tammactionmay giveriseto no billofex-
change,nor to the issue of a single bank note. The buyer, instead
of taking a mere book credit, might have given a bill for the amount ;
or might have paid for the goods with bank notes borrowed for that
purpose from a banker, thus making the purchase not on his own
credit with the seller, but on the banker's credit with the seller,
and his own with the banker. Had he done so, he would have
produced as great an effect on price as by a simple purchase to the
same amount on a book credit, but no greater effect. The credit
imdi,not theform and mode inwhich itisgiven,isthe operating
cau_

§ 8. The inclination of the mercantile public to increase their
demand forcommoditiesby maMng use ofallormuch oftheircredit
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as a purchasing power, depends on their expectathm of proflt_
When there is a general impression that the price of some commodity
is likely to rise, from an extra demand, a short crop, obstruction to
importation, or any other cause, there is a disposition among dealers
to increase their stocks, in order to profit by the expected rise.
This disposition tends in itself to produce the effect which it looks
forward to, a rise of price : and if the rise is considerable and pro-
grcssive, other speculators arc attracted, who, so long as the price
has not begun to fall, are willing to believe that it will continue
rising. These, by further purchases, produce a further advance:
and thus a rise of price for which there were originally some rational
grounds, is often heightened by merely speculative purchases, until
it greatly exceeds what the original grounds will justify. After a
time this begins to be perceived; the price oeasse to rise, and the
holders, thinking it time to realize their gains, are anxious to sell.
Then the price begins to decline : the holders rush into the market
to avoid a still greater loss, and, few being willing to buy in a falling
market, the price falls much more suddenly than it ros_ Those
who have bought at a higher price than reasonable calculation justi-
fied, and who have been overtaken by the revulsion before they had
realized, arc losers in proportion to the greatness of the fall, and to
the quantity of the commodity which they hold, or have bound them-
lelves to pay for.

Now all these effects might take place in a community to which
credit was unknown: the prices of some commodities might rise
from speculation, to an extravagant height, and then fall rapidly
back. But if there were no such thing as credit, th_ could hardly
happen with respect to commodities generally. If all purchases
were made with ready money, the payment of increased prices for
some articles would draw an unusual proportion of the money of the
community into the markets for those articles, and must therefore
draw it away from some other class of commodities, and thus lower

their prices. The vacuum might, it is true, be partly filled up by
increased rapidity of circulation ; and in this manner the money of
the commKnity is virtually increased in a time of speculative activity,
because people keep little of it by them, but hasten to lay it out in
some tempting adventure as soon as possible after they receive it.
This resource, however, is limited: on the whole, people caunot,
while the quantity of money remains the same, lay out much more of

it in some things, without laying out less in others. But what they
cannot do by ready money, they can do by an extension of credit.
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people go into the market and purchase with money which
they hope to receive hereafter, they are drawing upon an unlimited,
not a limited fund. Speculation, thus supported, may be going on in
any number of commodities, without disturbing the regular course
of bnaine_ in others. It might even be going on in all commodities
at once. We could imagine that in an epidemic fit of the passion of
gambling, all dealers, instead of giving only their accustomed orders
to the manufacturers or growers of their commodity, commenced
buying up all of it which they could procure, as far as their capital
and credit would go. All prices would rise enormously, even if there
were no increase of money, and no paper credit, but a mere extension

of purchases on book credita. After a time those who had bought
would wish to sell, and prices would collapse.

Thk is the ideal extreme case of what is called a commercial

criai_ There is said to be a commercial crisis, when a great number
of merchants and traders at once, either have, or apprehend that they
shall have, a difficulty in meeting their engagements. The most
usual cause of this general embarrassment is the recoil of prices after
they have been raised by a spirit of speculation, intense in degree,
and extending to many commodities. Some accident which excites
expectations of rising prices, such as the opening of a new foreign
marke_ or _mnnltaneous indications of a short supply of several
great articles of commerce, sets speculation at work in several
leaclin_ departments at once. The prices rise, and the holders
realize, or appear to have the power of realizing, great gains. In
certain states of the public mind, such examples of rapid increase of

fortune call forth numerous imitators, and speculation not only goes
much beyond what is justified by the original grounds for expecting
rise of price, but extends itself to articles in which there never was
any such ground : these, however, rise like the rest as soon as specu-
lation sets in At periods of this kind a great extension of credit

takes place. Not only do all whom the contagion reaches employ
their credit much more freely than usual ; but they really have more
credit, because they seem to be making unusual gains, and because
a generally reckless and adventurous feeling prevails, which di_
poses people to give as well as take credit more largely than at other
times, and give it to persons not entitled to it. In this manner, in
the celebrated speculative year 1825, and at various other periods
dazing the present century, the prices of many of the principal
articles of commerce rose greatly, without any fall in others, so that
general prices might, without incorrectness, be said to have xisen.
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When, after such a rise, the reaction comes, and prlce_ begin to fall,

though at first perhaps only through the desire of the holders to
realize, speculative purchases cease : but were this all, prices would
only fall to the level from which they rose, or to that which is
justified by the state of the consumption and of the supply.
They fall, however, much lower ; for as, when prices were rising,
and everybody apparently making a fortune, it was easy to obtain
almost any amount of credit, so now, when everybody seems to be
losing, and many f_l entirely, it is with di_culty that firms of
known solidity can obtain even the credit to which they are
accustomed, and which it is the greatest inconvenience to them
to be without ; because all dealers have engagements to f_ll_i_ and
nobody feeling sure that the portion of his means which he has
entrusted to others will be available in time, no one likes to part with
ready money, or to postpone his claim to it. To these rational
considerations there is superadded, in extreme cases, a panic as

unreasoning as the previous over-confidence; money is borrowed
for short periods at almost any rate of interest, and sales of goods
for immediate payment are made at almost any sacrifice. Thus
generalprices,duringa commercialrevulsion,fallas much below

the usuallevelasduringthepreviousperiodofspeculationtheyhave

risen above it : the fall, as well as the rise, originating not in any-
thing affecting money, but in the state of credit; an unusually
extended employment of credit during the earlier period, followed by
a great f]_m_nution, never amounting, however, to an entire cemation
of it,inthe later.

It is not, however, universally true that the contraction of credit,
characteristic of a commercial crisis, must have been preceded by
an extraordinary and irrational extension of it. There are other
causes ; and one of the more recent crises, that of 1847, is an instance,
having been preceded by no particular extension of credit, and by
no speculations ; except those in railway shares, which, though in
many cases extravagant enough, yet being carried on mostly with
that portion of means which the speculators could afford to lo_
were not calculated to produce the wide-spread ruin which arises
fromvicissitudesof price in thecommoditiesinwhichmenhabitually
deal,and inwhich the bulkoftheircapitalisinvested. The crisis

of 1847 belongedtoanotherclassofmercantilephenomena. There

occasionally happens a concurrence of circumstances touring to
withdraw from the loan market a considerable Portion of the capital

which usuallysuppliesit. These circnmRtances,inthe presentca_
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were great foreign payments, (occasioned by a high prie_ of cotton -
and an unpreceden_a_d importation of food,) together with the con-
tinual demands on the circulating capital of the coun_u 7 by r_lway
calls and the loan transactions of railway companies, for the purpose
of being converted into fixed capital and made unavailable for
future lending. These various demands fell principally, as such
demands always do, on the loan market. A great, though not the
greatest, part of the imported food was actually paid for by the pro-
ceexls of a government loan. The extra payments which purchasers
of corn and cotton, and railway shareholders, found themselves
obliged to make, were either made with their own spare cash, or with

money raised for the occasion. On the first supposition, they were
made by withdrawing deposits from bankers, and thus cutting off
a part of the streams which fed the loan market; on the second
supposition, they were made by actual drafts on the loan market,
either by the sale of securities, or by taking up money at interest.
This combination of a fresh demand for loans, with a curtailment of

the capital disposable for them, raised the rate of interest, and made
it impossible to borrow except on the very best security. Some
firms, therefore, which by an improvident and unmercantile mode
of conducting business had allowed their capital to become either
temporarily or permanently unavailable, became unable to command
that perpetual renewal of credit which had previously enabled them
to struggle on. These firms stopped payment : their failure involved
more or less deeply many other firms which had trusted them;
and, as usual in such cases, the general distrust, commonly called
a panic, began to set in, and might have produced a destruction of
credit equal to t_at of 1825, had not circnmstances, which may almost
be called accidental, given to a very simple measure of the govern-
ment (the suspension of the Bank Charter Act of 1844) a fortunate
Power of allaying panic, to which, when considered in itself, it had
no sort of claim_*

§ 4. The general operation of credit upon prices being such as
we have described, it is evident that if any particular mode or form
of credit is calculated to have a greater operation on prices than

* [1865] The oomme_ial difficulties, not however amounting to a com-
mercial erlsis, of 1864, had essentially the same ori_ Heavy payments for
cotton imported at high prioee, and large investments in ban_ing and other
Joint stock projects, oombined with the loan operationsof foreign governments,
made such large drafts upon the lo_n market as to raise tho 1"_ Ofdiscount ola
_la bills as high as nine p,z cent.
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others, it can only be by giving greater facility, or greater encourage.
ment, to the multiplication of credit transactiorm generally. H
bank notes, for instance, or bills, have a greater effect on prices
than book credits, it is not by any difference in the transactions
themselves, which are essentially the same, whether taking place
in the one way or in the other : it must be that there are likely to be
more of them. If credit is likely to be more extensively used as a
purchasing power when hank notes or bills are the instruments used,
than when the credit is given by mere entries in an account, to that
extent and no more there is ground for ascribing to the former

a greater power over the markets than belongs to the latter.
Now it appears that there is some such distinction. As fax as

respects the particular transactions, it makes no difference in the
effect on price whether A buys goods of B on simple credit, or gives a
bin for them, or pays for them with bAn_ notes lent to him by a
banker C. The difference is in a subsequent etaga If A has bought
the goods on a book credit, there is no obvious or convenient mode
by which B can make A's debt to him a means of extending his own
credit. Whatever credit he has, will be due to the general opinion
entertained of his solvency ; he cJmnot specifically pledge A's debt
to a third person, as a security for money lent or goods bought.

But if A has given him a bill for the amountj he can get this
discounted, which is the same thing as borrowing money on the joint
credit of A and himself : or he may pay away the bin in exchange
for goods, which is obtalnlng goods on the same joint credit. In
either case, here is a second credit transaction, grounded on the first,

and which would not have taken place if the first had been transacted
without the intervention of a bill. Nor need the transactions end

here. The hill may be again discounted, or again paid away for
goods, several times before it is itself presented for payment. Nor
would it be correct to say that these successive holders, if they had
not had the bin, might have attained their purpose by purchasing
goods on their own credit with the dealers. They may not all of
them be persons of credit, or they may already have stretched their
credit as far as it will go. And at all events, either money or goods
are more readi]y obtained on the credit of two persons than of one.
Nobody will pretend that it is as easy a thing for a merchant to
borrow a thousand pounds on his own credit, as to get a bill dis-
counted to the _me amount, when the drawee is of known solvency.

If we now suppose that A, instead of giving a bin, obtains a
loan of bank notes from a banker C, and with them payJ B for his
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gooda, we shall find the difference to be still greater. B is now
independent even of a discounter : A's bill would have been taken
in payment only by those who were acquainted with his reputation
for solvency, but a banker is a person who has credit with the public
generally, and whose notes are taken in payment by every one,
at least in his own neighbourhood: insomuch that, by a custom
which has grown into law, payment in bank notes is a complete
acquittance to the payer, whereas, if he has paid by a bill, he still
remains liable to the debt, if the person on whom the bill is drawn
fails to pay it when due. B therefore can expend the whole of the
bank notes without at all involving his own credit ; and whatever
power he had befotp of obtaining goods on book credit, remaln_ to
him unlmpaired, in addition to the purchasing power he derives from
the poue_on of the notes. The same remark applies to every
per_n in auccesaion, into whose hands the notes may come. It is
only A, the first holder, (who used his credit to obtain the notes
M a loan from the issuer,) who can possibly find the credit he pemesses
in other quarters abated by it ; and even in his case that result is
not probable; for though, in reason, and if all his circumstances
were known, every draft already made upon his credit ought to
diminish by _ much his power of obtaining more, yet in practice
the reverse more frequently happens, and his having been trusted
by one person is supposed to be evidence that he may safely be
trusted by others also.

It appears, therefore, that bank notes are a more powerful
instrument for raising prices than bills, and bills than book credits.
It does not, indeed, follow that credit _ be more used because it

can be. When the state of trade holds out no particular temptation
to make large purchases on credit, dealers wil use only a small
portion of the credit power, and it will depend only on convenience
whether the portion which they use will be taken in one form o_
in another. It is not until the circumstances of the markets, and the

state of the mercantile mind, render many persons desirous of
stret_.hin_ their credit to an unusual extent, that the distinctive
properties of the different forms of credit display themselve_ Credit
already stretched to the utmost in the form of book debts, would
be susceptible oi a great additional extension by means of bills,
and of a still greater by means of bank notes. The first, because
qmch dealer, in addition to his own credit, would be enabled to create
a further purchasing power out of the credit which he had himseR
given to othem : the m_ond, because the banker's credit with the
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public at large, coined into notes, as buRion is coined into pieces ol

money to make it portable and divisible, is so much purchasing
power superadded, in the hands of every successive holder, to that
which he may derive from his own credit. To state the matter
otherwise; one single exertion of the credlt-power in the form of
book credit is only the foundation of a single purchase : but if a
bill is drawn, that same portion of credit may serve for as many
purchases as the number of times the bill changes hands: while
every bank note issued renders the credit of the banker a pur-
chasing power to that amount in the hands of all the successive
holders, without impairing any power they may possess of et_ecting
purchases on their own credit. Credit, in short, has exactly the
same purchasing power with money; and as money tells upon
prices not simply in proportion to its amount, but to its amount
multiplied by the number of times it changes hands, so also does
credit; and credit transferable from hand to hand is in that pro-
portion more potent than credit which only performs one purchase.

§ 5. All this purchasing power, however, is operative upon
prices only according to the proportion of it which is used; and
the effect, therefore, is only felt in a state of circumstances calcu-
lated to lead to an unusually extended use of credit. In such a state
of circumstances, that is, in specnlative times, it cannot, I thinlr_ be
denied, that prices are likely to rise higher if the speculative pur-
chases are made with bank notes, than when they are made with bills,
and when made by bills than when made by book credits. This,
however, is of far less practical importance than might at first be
imagined ; because, in point of fact, speculative purchases are not,
in the great majority of cases, made either with bank notes or with
bills, l_ut are made almost exclusively on book credits. " Applica-
tious to the Bank for extended discount," says the highest authority
on such subjects,* (and the same thin_ must be true of applications
to other banks) "occur rarely if ever in the origin or progress of
extensive speculationsin commodities. These are entered into, for
the most part if not entirely, in the first instance, on credit, for the
length of term usual in the several trades; thus entailing on the
parties no immediate necessity for borrowing so much as may be
wanted for the purpose beyond their own available capital This
applies particularly to speculative purchases of commodities on the
spot, with a view to resMe_ But these generally form the smaller

* Tooke, H/dory of Pr/ce_, voL iv. pp. 125-6.
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proportion of engagements on credit. By far the largest of those
entered into on the prospect of a rise of prices, are such as have in
view importations from abroad. The same remark, too, is applic-
able to the export of commodities, when a large proportion is on the
credit of the shippers or their consignees. As long as circumstances

hold out the prospect of a favourable result, the credit of the parties
is generally sustained. If some of them wish to realize, there are
others with capital and credit ready to replace them ; and if the
events fnlly justify the grounds on which the speculative transactions
were entered into (thus admitting of sales for consumption in time
to replace the capital embarked) there is no unusual demand for
borrowed capital to sustain them. It is only when by the vicissi-
tudes of political events, or of the seasons, or other adventitious
circumstances, the forthcoming supplies are found to exceed the
computed rate of consumption, and a fail of prices ensues, that an
increased demand for capital takes place; the market rate of
interest then rises, and increased applications are made to the Bank
of England for discount." So that the multiplication of bank notes
and other transferable paper does not, for the most part, accompany
and facilitate the speculation ; but comes into play chiefly when the
tide is turning, and difficulties begin to be felt.

Of the extraordinary height to which speculative transactions
can be carried upon mere book credits, without the smallest addition
to what is commonly called the currency, very few persons are at
all aware. "The power of purchase," says Mr. Tooke** " by persona
having capital and credit, is much beyond anythln_ that those who
are unacquainted practically with speculative markets have any
idea of- . . . A person having the reputation of capital enough for
his regular business, and enjoying good credit in his trade, if he
takes a sanguine view of the prospect of a rise of price of the article
in which he deals, and is favoured by circumstances in the outset
and progress of his speculation, may effect purchases to an extent

perfectly enormous, compared with his capital." Mr. Tooke con-
firms this statement by some remarkable instances, exemplifying
the immense purchasing power which may be exercised, and rise of
price which may be produced, by credit not represented by either
bank notes or bills of exchange.

"Amongst the earlier speculators for an advance in the price of
_a, in consequence of our dispute with China in 1839, were several
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retail grocers and tea-dealers. There was a general disposition
among the trade to get in stock : that is, to lay in at once a quantity
which would meet the probable demand from their customers for
several months to come. Some, however, among them, more
sanguine and adventurous than the rest, availed themselves of their
credit with the importers and wholesale dealers, for purchasing
quantities much beyond the estimated demand in their own business.
Ks the purchases were made in the first instance ostensibly, and
perhaps really, for the legitimate purposm and within the limits of
their regnlsr business, the parties were enabled to buy without the
condition of any deposit; whereas speculators, known to be such,
are required to pay 2l. per chest, to cover any probable difference of
price which might arise before the expiration of the prompt, which,
for this article, is three months. Without, therefore, the outlay of
a single farthing of actual capital or currency in any shape, they
made purchases to a considerable extent; and _ the profit
realized on the resale of a part of these purchases, they were enabled
to pay the deposit on further quantities when required, as was the
case when the extent of the purchases attracted attention. In this
_ay, the speculation went on at advancing prices (100 per cent and
upwards) till nearly the expiration of the prompt; and if at that time
circumstances had been such as to justify the apprehension which
at one time prevailed, that all future supplies would be cut off, the
prices might have still further advanced, and at any rate not have
retrograded. In this case, the speculators might have realized, if not
all the profit they had anticipated, a very handsome sum, upon which
they might have been enabled to extend their business greatly, or to
retire from it altogether, with a reputation for great sagacity in thus
making their iortun_ But instead of t_s favourable result, it so
happened that two or three cargoes of tea which had been tran-
shipped were admitted, contrary to expectation, to entry on their
arrival here, and it was found that further indirect shipments were
in progress. Thus the supply was increased beyond the calculation

of the speculators: and, at the same time, the consumption had
been diminished by the high pric_ There was, consequently, a
violent reaction on the market ; the speculators were unable to sell
without such a sacrifice as disabled them from fulfilling their engage-
ments, and several of them consequently failed. Among these, one
was mentioned, who having a capital not exceeding 1200/. which
was locked up in his bnsinesa, had contrived to buy 4000 ohut_
value above 80,000/., the lore upon which was about 16,000/.
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"The other example which I have to give, is that of the operation
on the corn market between 1838 and 1842. There was an instance

of a person who, when he entered on his extensive speculations,
was, as it appeared by the subsequent examination of his affairs,
possessed of a capita] not exceeding 50001., but being successful
in the outset, and iavoured by circ-m_tances in the progress of
his operations, he contrived to make purchases to such an extent.
that when he stopped payment his engagements were found to
amount to between 500,000L and 600,000L Other instances might
be cited of parties without any capital at all, who, by dint of mere
credit, were enabled, while the aspect of the market favoured their
viewm, to mal_e purchases to a very great extent.

"And be it observed, that these speculations, involving enormous
purchases on little or no capital, were carried on in 1839 and 1840,
when the money market was in its most contracted state ; or when,

according to modern phraseology, there was the greatest scarcity
of money."

But though the great instrument of speculative purchases is
book credits, it cannot be contested that in speculative periods
an increase does take place in the quantity both of bills of exchange
and of bank notes. This increase, indeed, so far as bank notes

am concerned, hardly ever takes place in the earliest stage of the
speculations : advances from bankers (as Mr. Tooke observes) not
being applied for in order to purchase, but in order to hold on
without selling when the usual term of credit has expired, and the
high price which was calculated on has not arrived. But the tea
speculators mentioned by Mr. Tooke could not have carried their
speculations beyond the three months which are the usual term
of credit in their trade, unless they had been able to obtain advances
from bankers, which, if the expectation of a rise of price had still
continued, they probably could have done.

Since, then, credit in the form of bank notes is a more potent
instrument for raising prices than book credits, an unrestrained
power of resorting to this instrument may contribute to prolong
and heighten the speculative rise of prices, and hence to aggravate
the subsequent recoil. But in what degree _ and what importance
ought we to ascribe to th_ possibility ? It may help us to form
some judgment on this point, if we consider the proportion which
the utmost increase of bank notes in a period of speculation, bears,
I do not say to the whole mass of credit in the country, but to
the bi]k of exchange alone. The average amount of bills in _xi_tence
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at any one time is supposed greatly to exceed [1848] a hundred
millions sterling.* The bank note circulation ofGreat Britain and
Ireland seldom exceeds forty millions, and the increase in speculative
periods at most two or threa And even this, as we have seen,
hardly ever comes into play until that advanced period of the
speculation at which the tide shows signs of turning, and the dealers

generally are rather thinking of the moans of fulfilling their existing
engagements, than meditating an extension of them: while the
quantity of bills in existence is largely increased from the very
commencement of the speculations.

§ 6. It is well known that, of late years, an artificial limitation
of the issue of bank notes has been regarded by many political
economists, and by a great portion of the public, as an expedient
of supreme efficacy for preventing, and when it cannot prevent,
for moderating, the fever of speculation ; and this opinion received
the recognition and sanction of the legislature by the Currency
Act of 1844. At the point, however, which our inquiries have
reached, though we have conceded to bank notes a greater power
over prices than is possessed by bills or book credits, we have not

* The most approved estimate is that of Mr. Leatham, grounded on the
o/_eia] returns ot bill stamps issued. The following am the results :_

BillsereatedinGrmtBritain ATerageamountinandIreland,foundedon
Year. returnso! Bill8tamIm circulationat onetimein

ls_ed fromtheStampO_lm. ,_a year.

1832 £356,153,409 £89,038,352
1833 383,659,585 95,914,896
1834 379,155,052 94,788,763
1835 405,403,051 101,350,762
1836 485,943,473 121,485,868
1837 455,084,445 113,771,111
1838 465,504,041 116,376,010
1839 528,493,842 132,123,460

" Mr. Leatham," s_ys Mr. Tooke, "givm the proeees by whieh, upon the
data furnished by the returns el stamps, he arrives at these results ; and I am
disposed to think that they are as near an approximation to the truth as the
nature Of the materials admits of arriving at."_Inqu/_£ i_o t_ U_r_ F
Principle, I_ 26.--_1862] Mr. Newmarch (Appendix No. 39 to P,eporf of
Uom_nitteeon the Ba_d_AcJs in 1857,and Hi,dory of Pri_, voL vi. lX587) shows
grounds ior the opinion that the total bill eiroulation in 1857 was not muob
lees than 180 millions sterling and that it sometimes rises to 200 millions.



INFLUEN_ OF CREDIT ON PI_CE8

iound reason to think that this superior efficacy has much shsre in
producing the rise of prices which accompanies a period of specula-
tion, nor consequently that any restraint applied to this one instru-
ment can be efllcacioua to the degree which is often supposed, in
moderating either that rise, or the recoil which follows it. We
shall be still less inclined to think so, when we consider that there

is a fourth form of credit transactions, by cheques on bankers,
and transfers in a banker's books, which is exactly parallel in every
respect to bank notes, giving equal facilities to an extension of credit,
and capable of acting on prices qtfite as powerfully. In the words
of Mr. Fullarton,* "there is not a single object at present attained
through the agency of Bank of England notes, which might not be
as effectually accomplished by each individual keeping an account
with the bank, and transacting all his payments of five pounds
and upwards by cheque." A bank, instead of lending its notes to
a merchant or dealer, might open an account with him, and credit
the account with the sum it had agreed to advance : on an under-

standing that he should not draw out that sum in any other mode
than by drawing cheques against it in favour of those to whom
he had occasion to make payments. These cheques might possibly
even pass from hand to hand like bank notes; more commonly,
however, the receiver would pay them into the hands of his own
banker, and when he wanted the money, would draw a fresh cheque
against it : and hence an objector may urge that as the original
cheque would very soon be presented for payment, when it must
be paid either in notes or in coin, notes or coin to an equal amount
must be previded as the ultimate means of liquidation. It is not
so, however. The person to whom the cheque is transferred may
perhaps deal with the same banker, and the cheque may return
to the very bank on which it was drawn : this is very often the ca_
in country districts; if so, no payment will be called for, but a
simple transfer in the banker's books will settle the transaction_
If the cheque is paid into a different bank, it will not be presented
for payment, but liquidated by set-off against other cheques ; and
in a state of circumstances favourable to a general extension of
banking credits, a banker who has granted more credit, and has
therefore more cheques drawn on him, will also have more cheques
on other bankers paid to him, and will only have to provide notes
or cash for the payment of balances ; for which purpose the ordinary

O_ ¢_ P._u_/on of o_n¢_, i_ 41.



reserve of prudent bankers, one-third of their liabilities, will abund-

antly suffice. Now, if he had granted the extension of credit by
means of an issue of his own notes, he must equally have retained,
in coin or Bank of England notes, the usual reserve : so that he
can, as ]dr. Fullarton says, give every facility of credit by what
may be termed a cheque circulation, which he could give by a note
circulation.

This extension of credit by entries in a banker's books, has All
that superior et_ciency in acting on prices, which we ascribed to
an extension by means of bank notes. As a banl¢ note of 201.,
paid to any one, gives him 20/. of purchasing power based on credit,
over and above whatever credit he had of his own, so does a cheque
paid to him do the same : for, although he may make no purchase
with the cheque itself, he deposits it with his banker, and can draw
against it. As this act of drawing a cheque against another which
has been exchanged and cancelled, can be repeated as often as a
purchase with a bank note, it effects the same increase of purchasing
power. The original loan, or credit, given by the banker to his
customer, is potentially multiplied as a means of purchase, in the
hands of the successive persons to whom portions of the credit are
paid away, just as the purchasing power of a bank note is multiplied
by the number of persons through whose hands it passes before it
is returned to the issuer.

These considerations abate very much from the importance ot
any effect which can be produced in allaying the vicissitudes of
commerce, by so superficial a contrivance as the one so much relied
on of late, the restriction of the issue of bank notes by an artificial
rule. An eTf,minatiou of all the consequences of that restriction,
and an estimate of the reasons for and against it, must be deferred
until we have treated of the foreign exchanges, and the international
movements of bullion. At present we are only concerned with
the general theory of prices, of which the different influence ot
different kinds d credit is an essential part.

§ 7.1 There has been a great amount of discum_on and argument
on the question whether several of these forms of credit, and in
particular whether banl_ notes, ought to be considered as money.
The question is so purely verbal as to be scarcely worth raising,
and one would have some difllculty in comprehending why ao much

] [Thk mectionw_ _dded in the 4th ed. (1_7_]
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importance is attached to it, if there were not some authorities
who, still adhering to the doctrine of the infancy of society and o!
political economy, that the quantity of money compared with that
of commodities, determines general prices, think it important to
prove that bank notes and no other forms of credit are money, in
order to support the inference that bank notes and no other forms
of credit influence prices. It is obvious, however, that prices do
not depend on money, but on purchase& Money left with a banker,
and not drawn against, or drawn against for other purpmea than
buying commodities, h_t no effect on prices, any more than credit
whichisnotused. Creditwhichisusedtopurchasecommodities
affectspricesinthesamemannerasmoney. Money andcreditare
thUS exactly on a par, in their effect on prices; and whether we
choose to class bank notes with the one or the other, k in this respect
entirely immaterial

Since, however, this question of nomenclature has been raised,
it seems desirable that it should be answered. The reason given
for considering bank notes as money, is, that by law and usage
they have the property, in common with metallic money_ of finally
closing the transactions in which they are employed; while no
other mode of paying one debt by transferring another has that
privilege. The first remark which here suggests itself is, that on
this showing, the notes at least of private banks are not money;
for a creditor cannot be forced to accept them in payment of a
debt. They certainly close the transaction if he does accept them ;
but so, on the same supposition, would a bale of cloth, or a pipe
of wine; which are not for that reason regarded as money. It
s_mR to be an essential part of the idea of money that it be legal
tender. An inconvertible paper which is legal tender is universally
admitted to be money ; in the French language the phrase pap/er-
monna/e actually mean_ inconvertibility_ convertible notes being
merely btTl_ _ port_ur. It is only in the case of Bank of England
notes under the law of convertibility, that any difficulty arises;
those notes not being a legal tender from the Bank itself, though
a legal tender from all other persons. Bank of England notes
undoubtedly do close transactions, ao far as respects the buyer.
When he has once paid in Bank of England notes, he can in no case
be required to pay over again. But I confem I cannot see how
the transaction can be deemed complete, as regards the seller, when
he will only be found to have received the price of hm commodity

provided the Bank kecpeits p_mias to pay. An instrument which
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would be deprived of all value by the insolvency of a corporation1
cannot be money in any sense in which money is opposed to credit.
It either is not money, or it is money and credit too. It may be
most suitably described as coined credit. The other forms of credit
may be distinguished from it as credit in ingots.

§ 8. Some high authorities have claimed for bank notes, as
compared with other modes of credit, a greater distinction in respect
to influence on price, than we have seen reason to allow ; a difference,
not in degree, but in ]6nd. They ground this distinction on the
fact that all bills and cheques, as well as all book-debts, are from
the first intended to be, and actually are, ultimately liquidated
either in coin or in notes. The bank notes in circulation, jointly
witl_ the coin, are therefore, according to these authorities, the
basis on which all the other expedients of credit rest ; and in pro-
portion to the basis will be the superstructure ; insomuch that the
quantity of banl_ notes determines that of all the other forms of
credit. If bank notes are multiplied, there will, they seem to thlulr;
be more bills, more payments by cheque, and, I presume, more
book credits; and by regulating and limiting the issue of bank
notes, they think that all other forms of credit are, by an indirect
consequence, brought under a similar limitation. I believe I have
stated the opinion of these authorities correctly, though I have
nowhere seen the grounds of it set forth with such distinctness
as to make me feel quite certain that I understand them. It may
be true that, according as there are more or fewer bank notes,
there is also in general (though not invariably), more or less of
other descriptions of credit; for the same state of affairs which
leads to an increase of credit in one shape, leads to an increase of
it in other shapes. But I see no reason for believing that the one
is the cause of the other. 1 If indeed we begin by assuming, as I
suspect is tacitly done, that prices are regulated by coin and bank
notes, the proposition maintained will certainly follow ; for, accord-
ing as prices are higher or lower, the same purchases will give rise
to bills, cheques, and book credits of a larger or a smaller amount.
But the premise in this reasoning is the very propos_tion to be
proved. Setting this assumption aside, I know not how the con-
chudon can be substantiated. The credit given to any one by

[This and the preoedfug sentenoe replaced in the 4th eel. (1857) the
following sentenoe of the original text : " I van see no reason for the doctrine,
that according as there are more or fewer bank notes, there will be more or
less of othe_ desoriptions of oredit_"]
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those with whom he deals, does not depend on the quantity of bank
notes or coin in circulation at the time, but on their opinion of his
solvency: if any consideration of a more general character enters
into their calculation, it is only in a time of pressure on the loan
market, when they are not certain of being themselves able to obtain
the credit on which they have been accustomed to rely ; and even
then, what they look to is the general state of the loan market,
and not (preconceived theory apart) the amount of bank notes.
So far as to the willlngnees to 9_ credit. And the willingness of
a dealer to use his credit depends on his expectations of gain, that
is, on his opinion of the probable future price of his commodity;

an opinion grounded either on the rise or fall already going on, or
on his prospective judgment respecting the supply and the rate of
consumption. When a dealer extends his purchases beyond his
immediate means of payment, engaging to pay at a specified time,
he does so in the expectation either that the transaction will have
terminated favourably before that time arrives, or that he shall
then be in possession of sufficient funds from the proceeds of his
other trausactionlL The _,]fi]ment of these expectations depenc_

upon prices, but not especially upon the amount of bank notea
He may, doubtless, also ask hlmAelf, in case he should be dmal_
pointed in these expectations, to what quarter he can look for a
temporary advance, to enable him, at the worst, to keep his engage-
ments. But in the first place, this prospective reflection on the
somewhat more or less of dlmeulty which he may have in tiding
over his embarrassments, seems too slender an inducement to be

much of a restraint in a period supposed to be one of rash adventure,

and upon persons so confident of success as to involve themselves
beyond their certain means of extrication. And further, I appre-
hend that their confidence of b_]ng helped out in the event of iU-
fortune, will mainly depend on their opinion of their own indi_idual
credit, w/th, perhaps, some consideration, not of the quantity of

the currency, but of the general state of the loan market. They
are aware that, in case of a commercial crisis, they shall have

difficulty in obtaining advances. But if they thought it likely that
a commercial crisis would occur before they had realized, they

would not _peculate. If no great contraction of general credit
occurs, they will feel no doubt of obt_inlng any advances which
they absolutely require, provided the state of their own a6airs at
the time affords in the estimation of lenders a sufficient prospect
that thoee advances will be repaid.



C_HAPTER XlIl

OY £1q INC'ONVEBTIBLI PAP_ CUBRENC_

§ 1. ArrzR experience had shown that pieces of paper, of no
intrinsic value, by merely bearing upon them the written profession
of being equivalent to a certain number of francs, dollars, or pounds,
could be made to circulate as such, and to produce all the benefit to
the issuers which could have been produced by the coins which they
purported to represent ; governments began to think that it would
be a happy device if they could appropriate to themselves this
benefit, f_ee from the condition to which individuals issuing such
paper substitutes for money were subject, of giving, when required,
forthe sign, the thing signified. They determined to try whether they
could not emancipate themselves from this unpleasant obligation,
and make a piece of paper issued by them pass for a pound, by merely
calling it a pound, and consenting to receive it in payment o{ the
taxe& And suchistheinfluenceofalmostallestablishedgovern-
ments,thattheyhavegenerallysucceededinattainingthisobject:
IbelieveI mightsaytheyhavealwayssucceededfora time,and
thePowerhasonlybeenlosttothemaftertheyhadcompromisedit
by themostflagrantabuse.

Inthecasesupposed,thefunctionsofmoney areperformedby a
thingwhichderivesitspowerforperformingthemsolelyfromcon-
vention;but conventionisquitesufficientto conferthepower;
sincenothingmoreisneedfultomake a personacceptanythingas
money,and evenatany arbitraryvalue,thanthepersuasionthat
itwillbetakenfromhim on thesametermsby others.The only
questionis,whatdeterminesthevalueofsucha currency;sinceit
cannotbe,asinthecaseofgoldandsilver(orpaper_changeable
forthematpleasure),thecostofproduction.

We have seen,however,thatevenin theeaseofa metallic

currency, the immediate agency in determining its value is its
quantity. H the quantity, instead ot dependi_ngon the ordinary



INCONVERTIBLEPAPER CURRENG"J_

mercantile motives of profit and loss, could be arbitrarily fixed by
authority, the value would depend on the fiat of that authority, not
on cost of production. The quantity of a paper currency not con-
vertible into the metals at the option of the holder, can be arbi-
trarily fixed ; especially if the issuer is the sovereign power of the
state. The value, therefore, of such a currency is entirely arbitrary

Suppose that, in a country of which the currency is wholly
metallic, a paper currency is suddenly issued, to the amount of half
the metallic circulation ; not by a banking establishment, or in the
form of loans, but by the government, in payment of salaries and
purchase of commodities. The currency being suddenly increased
by one-half, all prices will rise, and among the rest, the prices of all
things made of gold and silver. An ounce of manufactured gold
will become more valuable than an ounce of gold coin, by more than
that customary difference which compensates for the value of the
workmanship; and it will be profitable to melt the coin for the
purpose of being mauufaetured, until as much has been taken from
the currency by the subtraction of gold, as had been added to it by
the issue of paper. Then prices will relapse to what they were at
first, and there will be nothing changed except that a paper currency
has been substituted for half of the metallic currency which existed
before. Suppose, now, a second emission of paper ; the same series
of et_ectswill be renewed ; and so on, until the whole of the metallic
money has disappeared: that is, if paper be issued of as low a
denomination as the lowest coin; if not, as much will remain ae

convenience requires for the smaller payments. The addition maue
to the quantity of gold and silver disposable for ornamental pur-
poses, will somewhat reduce, for a time, the value of the article ;
and as long as this is the case, even though paper has been issued to
the original amount of the metallic circulation, as much coin will
remain in circulation along _ith it, as will keep the value of the
currency down to the reduced value of the metallic material ; but
the value having fallen below the cost of production, a stoppage or
diminution of the supp]y from the mines will enable the surplus to
be carried of_ by the ordinary agents of destruction, after which,
the metals and the currency will recover their natural value. We
are here supposing, as we have supposed throughout, that the
country has mines of its own, and no commercial intercourse with
other countries; for, in a country having foreign trade, the coin
which is rendered superfluous by an issue of paper is carried off by s
much prompter method.
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Up to this point, the effects of a paper currency are subst_nl_dly
the same, whether it is convertible into specie or not. It is when
the metals have been completely superseded and driven from circu-
lation, that the difference between convertible and inconvertible

paper begins to be operative. When the gold or silver has all gone
from circulation, and an equal quantity of paper has taken its place,

suppose that a still further issue is superadded. The same series of
phenomena recommences : prices rise, among the rest the prices of
gold and silver articles, and it becomes an obiect as before to procure
coin in order to convert it into bullion. There is no longer any coin

in circulation ; but if the paper currency is convertible, coin may
still be obtained from the issuers, in exchange for notes. All addi-
tional notes, therefore, which are attempted to be forced into circu-
lation after the metals have been completely superseded, will return

upon the issuers in exchange for coin ; and they will not be able to
maintain in circulation such a quantity of convertible paper as to
sink its value below the metal which it represents. It is not so,
however, with an inconvertible currency. To the increase of that

(if permitted by law) there is no check. The issuers may add to it
indefinitely, lowering its value and raising prices in proportion;
they may, in other words, depreciate the currency without limit.

Such a power, in whomsoever vested, is an intolerable evil. All
variations in the value of the circulating medium are mischievous :

they disturb existing contracts and expectations, and the liability
to such changes renders every pecuniary engagement of long date
entirely precarious. The person who buys for h/resell, or gives to
another, an annuity of 100L, does not know whether it will be

equivalent to 200/. or to 50Z. a few years hence. Great as this evi-
would be if it depended only on accident, it is still greater when
placed at the arbitrary disposal of an individual or a body of indivi-
duals ; who may have any kind or degree of interest to be served by
an artificial fluctuation in fortunes; and who have at any rate a

strong interest in issuing as much as possible, each issue being in
itself a source of profit. Not to add, that the issuers may have, and
in the case of a government paper, always have, a direct interest in
lowering the value of the currency, because R is the medium in
which their own debts are computed.

§ 2. In order that the value of the currency may be secure
from being altered by design, and may be as little as possible Hable
to fluctuation from accident, the articles least liable of all known
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commodities to vary in their value, the precious meta_ have been
made in all civilized countries the standard of value for the circu-

lating medium ; and no paper currency ought to exist of which the
value cannot be made to conform to theirs. Nor has this [undamenta]

maxim ever been entirely lost sight of, even by the governments
which have moat abused the power of creating inconvertible paper.
If they have not (as they generally hate) professed all intention of
paying in specie at some indefinite future t_e, they have at least,
by giving to their paper _ues the names of their coins, made a
virtual, though generally a false, profession of intending to kee l)
them at a value corresponding to that ot the coinL This is not
impracticable,even with an inconvertiblepaper. The-e is not
indeed the self-actingcheck which convertibilitybringswith it.

But thereisa clearand unequivocalindicationby which to judge

whether the currencyis depreciated,and to what extent. That

indicationis,the priceof the preciousmetalm When holdem of

papercannotdemand cointo be convertedintobullion,and when
thereisnone leftincirculation,bullionrisesand fallsin pricelike

otherthings; and ifitisabove the Mint price,ifan ounce ofgold,

which would be coinedintothe equivalentof3/.17m.10½d.,issold

for4/.or51.inpaper,the valueofthe currencyhas justsunk that

much below what the valueof a metalliccurrencywould be. If,

therefore,the issueofinconvertiblepaper were subjectedto strict

rules,one rulebeingthatwheneverbullionroseabove theMint price,
theissuesshouldbe contracteduntilthemarket priceofbullionand

the Mint price were again in accordance, such a currency would
not be subjectto any of the evilsusuallydeemed inherentinan

inconvertiblepaper.

But alsosuch a _ystem ofcurrencywould have no advantages

uuflScienttorecommend ittoadoption. An inconvertiblecurrency,

regulatedby the priceof bullion,would conformexactly,inallits

variations,to a convertibleone; and the only advantage gained

would be that of exemption from the necessity of keeping any rem_e
of the precious metals ; which is not a very important consideration,
especiallyasa government,solongasitsgood faithisnotsuspected,

needs not keep ao large a reserve as private issuem, being not so
liable to greet and sudden demands, since there never can be any
realdoubtof its solvency. A_nst thissmall advantageis to be set,
in the first place, the pouibility of frandulent tampering with the
price of bullion for the sake of acting on the currency ; in the
mann_ of the ficti|ious _le_ of ecru, to i_[inence the avemgem, m
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much and so justly complained of while the corn laws were in forc_
But a _ stronger consideration is the importance of adhering to a
simple principle, intelligible to the most untaught capacity. Every-
body can understand convertibility ; every one sees that what can
be at any moment exchanged for five pounds is worth five pounds.
Regulation by the price of bullion is a more complex idea, and does
not recommend itself through the same familiar associations. There
would be nothing like the same confidence, by the public generally,
in an inconvertible currency so regulated, as in a convertible one :
and the most instructed person might reasonably doubt whether
such a rule would be as likely to be inflexibly adhered to. The
grounds of the rule not being so well understood by the public,
opinion would probably not enforce it with as much rigidity, and, in
any circumstances of difllculty, would be likely to turn againqt it;
while to the government itself a mmpension of convertibility would
Appear a much stronger and more extreme measure, thgn a reitera-
tion of what might possibly be considered a somewhat artificial rula
There is therefore a great preponderance of reasons in favour of a
convertible, in preference to even the best regulated inconvertible
currency. The temptation to over-issue, in certain financial
emergencies, is so strong, that nothing is admi_aible which can tend,
in however slight a degree, to weaken the barriers that restrain it.

§ 3. Although no doctrine in political economy rests on
obvious grounds than the mischief of a paper currency not main-
rained at the same value with a meta]]ic, either by convertihilityj
or by some principle of limitation equivalent to it ; and although.
accordingly, this doctrine has, though not till after the discussions
of many years, been tolerably effectually drummed into the public
mind; yet dissentients are still numerous, and projectors every
now and then start up. with plans for curing all the economical evils
of society by means of an unlimited issue of inconvertible paper.
There is, in truth, a great charm in the idea. To be able to pay off
the national debts defray the expenses of government without
taxation, and in fine. to make the fortunes of the whole community,
is a brilliant prospect, when once a man is capable of believing that
printing a few characters on bits of paper will do it. The philosopher's
stone could not be expected to do mor_

As these projects, however often slain, always resuscitate, it is
not superfluous to examine one or two of the fallacies by which
the schemers impose upon themselves. One of the commonest is.
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that a paper currency cannot be immed in excess so long as every
note ieaued repreaenta property, or lm afouz_at/on of actual property
to rest on. These phrases, of representing and resting, seldom
convey any distinct or well-defined idea: when they do, their
meaning is no more than this--that the issuers of the paper must
base property,eithero| theirown, or entrustedto them, to the
valueof allthe notesthey issue: though forwhat purposedoes

not very clearlyappear; lotifthe propertycannot be claimedin

exchange forthe notes,itisdifficulttodivinein what manner its

mere existencecan eerveto uphold theirvalue. I presume,how-

ever, it is intended as a guarantee that the holders would be finally
reimbursed, in case any untoward event should cause the whole
concern to be wound up. On this theory there have been many
schemes for "coining the whole land of the country into money"
and the like.

In so far as this notion has any connexion at all with reason,

it seems to originate in confounding two entirely distinct evils, to
which a paper currency is liable. One is, the insolvency of the
issuers ; which, if the paper is grounded on their credit--if it makes

any promise of payment in cash, either on demand or at any future
time of course deprives the paper of any value which it derives
ixom the promise. To this evil paper credit is equally liable,
however moderately used ; and against it a proviso that all issues
should be "founded on property," as for instance that notes should
only be issued on the security of some valuable thing expressly
pledged for their redemption, would really be ei_cacidns as a pre-
caution. But the theory takes no account of another evil, which

is incident to the notes of the most solvent firm, company, or
government ; that of being depreciated in value from being i_u_
in excessive quantity. The aasignats, during the French Revolution,
were an example of a currency grounded on these principles. The
a_ignste "represented" an immense amount oi higtdy valuable
property, namely the landa d the crown, the church, the monasteries,
and the emig_nts; mnounting possibly to half the territory of
France. They were, in fact, orders or assignments on this mass of
land. The revolutionary government had the idea of "oolnln_"
these lands into money ; but, to do them justice, they did not
originally contemplate the immense multiplication of issues to which
they were eventually driven by the failure of MI other financial
resources. They imagined that the aseignats would come rapidly
back to the issuers in exchange |or laltd, and that they ahould be
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able to reissue them eont/nuaUy until the lauds were all disposed
of, without having at any thne more than a very moderate quantity
in circulation. Their hope was frustrated : the land did not sell
so quickly as they expected; buyers were not inclined to invest
their money in possessions which were likely to be resumed without
compensation ff the Revolution succumbed: the bits of paper
which represented land, becoming prodigiously multiplied, could
no more keep up their value than the land itself would have done
ff it had all been brought to market at once : and the result was that
it at last required an _mat of six hundred france to pay for a
pound of butter.1

The example of the amignatA has been eald not to be conclusive,
because an assignat only represented land in general, but not a

definite quantity of land. To have prevented their depreciation,
the proper course, it is v_rmed, would have been to have made a
valuation of all the confiscated property at its metallic value, and
to have issued assignate up to, but not beyond, that limit ; giving
to the holders a right to demand any piece of land, at its registered
valuation, in exchange for sssignats to the same amount. There
can be no question about the superiority of this plan over the one
actually adopted. Had this COULrsebeen followed, the assignats could
never have been depreciated to the inordinate degree they were;
[or--as they would have retained all their purchasing power in
relation to land, however much they might have fallen in respect
to other things--before they had lost very much of their market
value, they would probably have been brought in to be exchanged
for land. It must be remembered, however, that their not being
depreciated would pre-suppcee that no greater number of them
continued in circulation than would have circulated if they had
been convertible into cash. However convenient, therefore, in a
time of revolution, this currency convertible into land on demand
might have been, as a contrivance for selling rapidly a great quantity
ofland with the leastpossiblesacrifice; itisdifficultto see what

advantage itwould have, as the permanent system ofa country,

overa currencyconvertibleintocoin: whileitisnot atalldifficult

to see what would be itsdisadvantages;sinceland i8far more
variablein valuethan goldand silver;and besides,land,to most

person& beingratheran encumbrance than a desirablepossession,

except to be convertedinto money, people would eubmlt to a

I [Until the 6th ed. (1865) the paragraph ended with "five hundred frm_
to pay for a cup of coffee."]

t
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much greater depreciation before demanding land, than they will

before demanding gold or silvez. • 1

• Among the eohemes of eurrcuey to whioh, strange to By, intelligent
writers have been found to give their _netiou. one is a_ follows : that the state
should receive, in pledge or mortgage, any kind or amount of property, cuoh as
land, stook, &o., and should advance to _he owners inoonvertible paper money
to the estimated value. _zch a currency would not even have the recom-
mcudatlons of the imaginary assignats supposed in the text ; since those into
whose hands the notes were paid by the persons who received them, could not
return them to the government, and demand in excixange land or stook which
was only pledged, not aliena_md. There would be no nflinx of such amign_te
as these, and their depreciation would be indefinite.

I fin the 2nd ed. f1849) was inserted the following section, whioh did not
disappear till the 5th ed. (1862) :

"t 4k One of the moat trealsparent of the fallacies by which the principle
of the oonvertibillty of peper money has been assailed, is that which pervades
• recent work by Mr. John Gray, LectureJ on the NaLm.e ami Use of Money t
the author of the must ingenious, and least exueptiouable plan of an inoon-
vertible currency which I have happened to meet with. This writer has
seized several of the leading doctrines of political economy with no ordinary
grasp, and among others, the important one, that commodities are the l_d
market for commoditiea, and that Production is essentially the cause and
measure of Demand. _But_ proposition, true in a state of barter, he atftrms
to he false under a monetary system regulated by the precious metals, because
if the aggregate of goods is increased taster than the aggregate of money, prices
must fail, and all producers must be losers ; now neithe_ gold nor silver, nor
any other valuable thing, 'can by any po_ibilitybe increasednd libitum,
as fast as all other valuable things put together :-- a limit, theretore, is arbi-
trarily set to the amount of produot_on whioh ean take place without leas
to the producers: and on this foundation Mr. Gray accuses the existing
system of rendering the produoe of thil country less by at least one hundred
million pounds annually, than it would be under a currency whioh admitted
of expansion in exaCt proportion to the inorease of commodities.

•' But, in the first place, what hinders gold, or any other commodity whatever,
trom being ' increased as fast M an other valuable things put together ?'
H the produce of the world, in all commodities taken together, should oome
to be doubled, what is to prevent the annual produce of gold from being
doubled likewise ! for that is all that would be necessary, and not (as might
be inferred h'om Mr. Gray's language) that it should be doubled B many
times over as there are other ' v&ltmble things ' to coml_re it with. Unlace
it can be proved that the production of bullion cannot be inereased by the
application of inore_sd labour and capital, it is evident thut the stimulus of an
increased value of the commodity will have the same effcot in extending the
minlog operations b as it is admitted to have in an other branches of production.

"But, secondly, even if the currency could not he increased at all, and ff
every addition to the aggregate prodtme of the eountry must neeee_rily he
aocompanied by a proportional diminution of 8enend prices; it is inoom-
prehensible how any person who has attended to the subject oan fan to see that
• fall of price, thus produced, is no lees to producers : they receive less money ;
but the emnl]or amount goes exactly as far, in all ex]_nditure, whether pro-
ductive or personal, ns the larger quantity did beforL The only difference
would be in the increased burthen of fixed money Imymente ; and of that
(coming, as it would, very gradually) t very amall portion, would fall on the
productive classes, who have rarely any debta of old standing, and who would
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§ 4. Another of the fallacies from which the advocates of an
inconvertible currency derive support, is the notion that an increase
of the currency quickens industry. This idea was set afloat by
Hume, in his Essay on Money, and has had many devoted adherents
since ; witness the Birmingham currency school, of whom Mr.
Attwood was at one time the most conspicuous representative.
Mr. Attwood maintained that a rise of prices, produced by an increase

of paper currency, stimulates every producer to his utmost exertions,
and brings all the capital and labour of the country into complete
employment ; and that this has invariably happened in all periods
of rising prices, when the rise was on a sufficiently great scale. I
presume, however, that the inducement which, according to Mr.
Attwood, excited this unusual ardour in all persons engaged in
production, must have been the expectation of getting more com-
modities generally, more real wealth, in exchange for the produce
of their labour, and not merely more pieces of paper. This expecta-
tion, however, must have been, by the very terms of the supposition,
disappointed, since, all prices being supposed to rise equally, no
one was really better paid for his goods than before. Those who
agree with ]dr. Attwood could only succeed in winning people on
to these unwonted exertions by a prolongation of what would in
fact be a delusion ; contriving matters so, that by a progressive
rise of money prices, every producer shall always seem to be in
the very act of obtaining an increased remuneration which he never,
in reality, does obtai_ It is unnecessary to advert to any other
of the obiectious to this plan than that of its total impracticability.
It calculates on finding the whole world persisting for ever in the
belief that more pieces of paper are more riches, and never discover-
ing that, with all their paper, they cannot buy more of anything
than they could before. No such mistake was made during any
of the periods of high prices, on the experience of which this school
lays so much stres_ At the periods which Mr. Attwood mistook
for times of prosperity, and which were simply (as all periods of
high prices, under a convertible currency, must be) times of specula-
tion, the speculators did not think they were growing rich because
the high prices would last, but because they would not last, and
because whoever contrived to realize while they did last, would
find himaelf, after the recoil, in possession of a greater number of

pound8 sterling, without their having become of less value. If, at

suffer almost solely in the inoressed _ of their contribution to tim
taxM which pay the intereat of the National Debt."]
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the close of the speculation, an issue of paper had been made,
sufficient to keep prices up to the point which they attained when
at the highest, no one would have been more disappointed than
the speculators ; since the gain which they thought to have reaped
by realizing in time (at the expense of their competitors, who bought
when they sold, and had to sell after the revulsion) would have

faded away in their hands, and instead of it they would have got
nothing except a few more paper tickets to count by.

Hume's version of the doctrine differed in a slight degree from
Mr. Attwoed's. He thought that all commodities would not rise
in price simultaneously, and that some persons therefore would
obtain a real gain, by getting more money for what they had to
sell, while the things which they wished to buy might not yet have
risen. And those who would reap this gain would aiwayl be (he
seems to think_) the first comera. It seems obvious, however, that
for every person who thus gains more than usual, there is necessafi]y
some other person who gains leas. The loser, if things took place
ae Hums supposes, would be the seller of the commodities which
are slowest to rise ; who, by the supposition, parts with his goods
at the old prices, to purchasers who have already benefited by the
new. This aeller has obtained for his commodity only the accus-

tomed quantity of money, while there are already some things of
which that money will no longer purchase as much as before. H,
therefore, he knows what is going on, he will raise his price, and
then the buyer will not have the gain, which is supposed to stimulate
his industry. But if, on the contrary, the seller does not know
the state of the case, and only discovers it when he finds, in laying
his money out, that it does not go so far, he then obtains less than
the ordinary remuneration for his labour and capital ; and if the
other dealer's industry is encouraged, it should seem that his must,
from the opposite cause, be impairs&

[ 5. There is no way in which a general and permanent rise
of prices, or in other words, depreciation of money, can benefit
anybody, except at the expense of somebody dee. The substitu-
tion of paper for metallic currency is a national gain : any fux_er
increase of paper beyond this is but a form of robbery.

An issue of notes is a manifest gain to the issuers, who, until
the notes are returned for payment, ootain the use of them as if
they were a real capital : and so long as the notes are no permanent
addition to the currency, out merely supersede gold or silver to
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the same amount, the gain of the issuer is a loss to no one ; it il
obtained by saving to the community the expense of the more

costly material. But if there is no gold or silver to be superseded
_if the notes are added to the currency, instead of being substi_mted
for the metallic part of it--all holders of currency lose, by the depre-
ciation of its value, the exact equivalent of what the issuer gains.
A tax is virtually levied on them for his benefit. It will be objected
by some, that gains are also made by the producers and deniers
who, by means of the increased issue, are accommodated with
loans. Theirs, however, is not an additional gain, but a portion
of that which is reaped by the issuer at the expense of all poese_ors
of money. The profits aridng from the contribution levied upon the
public, he does not kee l) to himse_ but divides with his customers.

But besides the benefit reaped by the issuers, or by others through
them, at the expense of the public generally, there is another unjust
gain obtained by a larger class, namely by those who are under
fixed pecuniary obligations. An such persons are freed, by a
depreciation of the currency, from a portion of the burthen of their
debts or other engagements : in other words, part of the property
of their creditors is gratuitously transferred to them. On a super-
ficial view it may be imagined that this is an advantage to industry ;
since the productive classes are great borrowers, and generally owe
larger debts to the unproductive (if we include among the latter
all persons not actually in business) than the unproductive classes
owe to them ; especially if the national debt be included. It is
only thus that a general rise of prices can be a source of benefit to
producers and dealers ; by diminishing the pressure of their fixed
burthens. And this might be accounted an advantage, if integrity
and good faith were of no importance to the world, and to industry
and commerce in particnlar. Not many, however, have been found
to say that the currency ought to be depreciated on the simple
ground of its being desirable to rob the national creditor and private
creditors of a part of what is in their bend. The mchemes which
have tended that way have almost always had some appearance of
_ecial and circumstantial justification, such as the necessity of com-
pensating for a prior injustice committed in the contrary direction.

§ 6. Thus in England, for many years subsequent to 1819, it
was pertinaciously contended, that a large portion of the national
debt and a multitude of private debts still in existence, were con-
tracted between 1797 and 1819, when the Bank of England wM



INCONVERTIBLE PAPER _]RP_ENOY

exempted from giving r_Lqhfor its notes ; and that it is grossly
unjust to borrawem (that is, in the case of the national debt, to
all tax-payers) that they should be paying interest on the same
nominal sun_ in a currency of full value, which were borrowed in
a depreciated one.l The depreciation, according to the views and
objects of the particular writer, was represented to have averaged
thirty, fifty, or even more than fifty per cent : and the conclusion
was, that either we ought to return to this depreciated currency,
or to strike off from the national debt, and from mortgages or
other private debts of old standing, a percentage corresponding
to the estimated amount of the depreciation-

To this doctrine, the following was the answer usually mad_
Gnmting that, by returning to cash payments without lowering
the standard, an injustice was done to debtors, in holdl-_ them
liable for the same amount of a currency enhanced in value, which

they had borrowed while it was depreciated ; it is now too late to
make reparation for this injury. The debtons and creditors of
to-day are not the debtors and creditors of 1819 : the lapse of years
has entirely altered the pecuniary relations of the community ;
and it l_ing impossible now to ascertain the particular persons
who were either benefited or injured, to attempt to retrace our

steps would not be redressing a wrong, but superadding a second
act of widespread injustice to the one already committed. This
argmnont is certainly conclusive on the practical question ; but
it pisces the honest conclusion on too narrow and too low a ground.
It concedes that the measure of 1819, called PeePs Bill, by which
cash payments were resumed at the original standard of 31. IT& lO/2_L,
was really the injustice it was said to be_ This is an aamlmon
wholly opposed to the truth. Parliament had no alternative; it
wea absolutely bound to adhere to the acknowledged standard ;
as may be shown on three distinct grounds, two of fact, and one of
pcip.

The reasons of fact are thes_ In the first place, it is not true that
the debts, private or public, incurred during the Bank restriction,
were contzacted in a currency of lower value than that in which the
interest is now paid. It is indeed true that the suspension of the
obligatioa to pay in specie did put it in the power of the Bank to
depreciate the currency. It is trim also that the Bank really exercised

It hu been . . . eonteuded," and "the answ_" was spoken of in the present
t, mL]

T2
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that power, though to a far less extent than is often pretended;
since the difference between the market price of gold and the Mint
valuation, during the greater part of the interval, was very trifling,
and when it was greatest, during the last five years of the war,
did not much exceed thirty per cent. To the extent of that
difference, the currency was depreciated, that is, its value was
below that of the standard to whichit professed to adhere. But the
state of Europe at that time was such--there was so unusual an
absorption of the precious metals, by hoarding, and in the military
chests of the vast armies which then desolated the Continents
that the value of the standard itself was very considerably raised :
and the best authorities, among whom it is suf_cient to name Mr.
Tool_e, have, after an elaborate investigation, satisfied themaslvea
that the difference between paper and bullion was not greater
than the enhancement in value of gold itself, and that the paper,
though depreciated relatively to the then value of gold, did uot
sink below the ordinary value, at other times, either of gold or of
a convertible paper. If this be true (and the evidences of the
fact are conclusively stated in Mr. Tooke's History of P_ces) the
foundation of the whole case against the fundholder and other
creditors on the ground of depreciation is subverted.

But, secondly, even if the currency had really been lowered
in value at each period of the Bank restriction, in the same degree
in which it was depreciated in relation to its standard, we must
remember that a part only of the national debt, or of other permanent
engagements, was incurred during the Bank reetriction. A large
part had been contracted before 1797 ; a still larger during the early
years of the restriction, when the difference between paper and gold
was yet small. To the holders of the former part, an injury was
done, by paying the interest for twenty-two years in a depreciated
currency : those of the second, suffered an iniury during the years
in which the interest was paid in a currency more depreciated than
that in which the loans were contracted. To have resumed cash

payments at a lower standard would have been to perpetuate tim
injury to these two classes of creditors, in order to avoid giving an
undue benefit to a third class, who had lent their money during the
few years of greatest depreciation. As it is, there was an underpay-
ment to one set of persons, and an overpayment to another. The
late Mr. Musbet took the trouble to make an arithmetical comparison
between the two amounts. He ascertained, by calculation, that it
an account had been made out in 1819, of what the fundholdem had
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gained and lost by the variation of the paper currency from its
standard, they would have been found as a body to have been losers ;
so that if any compensation was due on the ground of depreciation,
it would not be from the hmdholders collectively, but to them.

Thus it is with the facts of the case. But these reasons of fact

are not the strongest. There is a reason of principle, still more
powerful. Suppose that, not a part of the debt merely, but the
whole, had been contracted in a depreciated currency, depreciated
not only in comparison with its standard, but with its own value
before and after ; and that we were now paying the interest on this
debt in a currency fifty or even a hundred per cent more valuable
than that in which it was contracted. What difference would this

make in the obligation of paying it, if the condition that it should be
so paid was part of the original compact ? Now this is not only
truth, but less than the truth. The compact stipulated better terms
for the fundholder than he has receive(L During the whole con-
tJnuance of the Bank restriction, there was a parliamentary pledge,
by which the legislature was as much bound as any legislature is
capable of binding itseif, that cash payments should be resumed on
the original footing, at tarthest in six months after the conclusion of

a general peace. This was therefore an actual condition of every
loan ; and the terms of the loan were more iavourable in considera-
tion o| it. Without some such stipulation, the Government could
not have expected to borrow, unless on the terms on which loans
are made to the native princes of India_ If it had been understood
and avowed that, after borrowing the money, the standard at which
it was commuted might be permanently lowered, to any extent
which to the "collective wisdom" of a legislature of borrowers

might seem fit--who can say what rate of interest would have been
a sufficient inducement to persons of common sense to risk their
savings in such an adventure ? However much the fundholders had
gained by the resumption of cash payments, the terms o[ the con-
tract insured their giving ample value Ior it. They gave value for
more than they received ; since cash payments were not resumed in
dx months, but in as many years, after the peac_ So that waiving
all our arguments except the last, and conceding all the facts asserted
on the other side of the question, the fundholders, instead of being
unduly benefited, are the injured party ; and would have a claim to
compensation, if such claims were not very properly barred by the
impossibility of adjudication, and by the salutary general maxim
of law and policy, " quod interest reipublic_ ut sit _nl, litium."



CHAPTER XIT

OF EXCleRS OF BUPPLY

1. AlrrER the elementary exposition of the theory of money
contained in the last few chapters, we shall return to a question in
the general theory of Value, which could not be satisfactorily dis-
cussed until the nature and operations of Money were in some measure
understood, because the errors against which we have to contend
mainly originate in a misunderstanding of those operations.

We have seen that the value of everything gravitates towards
a certain medium point (which has been called the Natural Value),
namely, that at which it exchanges for every other thing in the ratio
of their cost of production. We have seen, too, that the actual or
market value coincides, or nearly so, with the natural value only on
an average of years ; and is continually either rising above, or falling
below it, from alterations in the demand, or casual fluctuations in the
supply : but that these variations correct themselves, through the
tendency of the supply to accommodate itself to the demand which
exists for the commodity at its natural value. A general conver-
gence thus results from the balance of opposite divergences. Dearth,
or scarcity, on the one hand, and over-supply, or in mercantile
language, glut, on the other, are incident to all commodities. In the
first case, the commodity affords to the producers or sellers, while
the deficiency lasts, an unusually high rate of profit : in the second,
the supply being in excess of that for which a demand exists at such
a value al will afford the ordinary profit, the sellers must be content
with less, and must, in extreme cases, submit to a loss.

Because this phenomenon of over-supply, and consequent incon-
venience or loss to the producer or dealer, may exist in the case
of any one commodity whatever, many persons, including some
distinguished political economists, have thought that it may exist
with regard to all commodities ; that there may be a general over-
productionof wealth; a supplyofcommoditiesintheaggregate,
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lurpassing the demand ; and a consequent depressed condition of
all classes of producers. Against this doctrine, of which Mr. Malthus
and Dr. C°nalmers in this country, and M. de Sismondi on the Conti-
nent, were the chief apostles, I have already contended in the First

Book ; * but it was not possible, in that stage of our inquiry, to enter
into a complete examination of an error (as I conceive) essentially
grounded on a misunderstavding of the phenomena of Value and
Price.

The doctrine appears to me to involve so much inconsistency
in its very conception, that I feel considerable dit_culty in giving any
statementofitwhich shallbe atonce clear,and satisfactorytoits
Impporter& They agreeinmaintainingthattheremay be,and some-

timesis,an excessofproductionsingeneralbeyond the demand for

them; that when this happens,purchaserscannot be found at

priceswhich willrepay the costof productionwith s profit;that

there ensues a general depression of prices or values (they are
seldom accurate in discriminating between the two), so that pro-
ducers, the more they produce, find themselves the poorer, instead
of richer; and Dr. Chalmers accordingly inculcates on capitalists the
practice of a moral restraint in reference to the pursuit of gain;
while Sismondi deprecates machinery, and the various inventions
which increase productive power. They both maintain that accumu-
lation of capital may proceed too fast, not merely for the moral, but
for the material, interests of those who produce and accumulate ;
and they enjoin the rich to guard agRi_t this evil by an ample
unproductive consumption-

§ 2. When these writers speak of the supply of commodities
as outrunning the demand, it is not clear which of the two elements
of demand they have in view--the desire to possess, or the means of
purchase; whether their meaning is that there are, in such cases,
more consumable products in existence than the public desires to
consume, or merely more than it is able to pay for. In this uncer-
tainty, it is necessary to e_raralne both suppositiona

First, let us suppose that the quantity of commodities produced
is not greater than the community would be glad to consume : is
it, in that case, possible that there should be a deficiency of demand
for all commodities for want of the means ofpayment ? Those who
think so cannot have considered what it is which constitutes the

means of payment for commodities. It is simply commodities.
• Supra, pp. 66-8.
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Each person's means of paying for the productions of other people
consists of those which he himself possesses. All sellem are inevit-
ably and ez d termini buyers. Could we suddenly double the
productive powers of the country, we should double the supply of
commodities in every market ; but we should, by the same stroke,
double the purchasing power. Everybody would bring a double
demand as well as supply : everybody would be able to buy twice as
much, because every one would have twice as much to offer in ex-
change. It is probable, indeed, that there would now be a supen_uity
of certain things. Although the community would wi]llngly double
its aggregate consumption, it may already have as much as it desires
of some commodities, and it may prefer to do more than double its
consumption of others, or to exercise its increased purchasing power
on some new thing. If so, the supply will adapt itself accordingly,
and the values of things will continue to conform to their cost
of production. At any rate, it is a sheer absurdity that all things
should fall in value, and that all producers should, in consequence,
be insui_ciently remunerated. If value_ remain the same, what
becomes of prices is immaterial, since the remuneration of producem
does not depend on how much money, but on how much of consum-
able articles, they obtain for their goods. Besides, money is a
commodity ; and if all commodities are supposed to be doubled in
quantity, we must suppose money to be doubled too, and then p_:em
would no more fall than values would.

§ 3. A general over-Bupply, or excem of all commodities
above the demand, so far as demand consists in meanmof paymeutj
is thus shown to be an impossibility. But it may perhaps be sup-
posed that it is not the ability to purchase, but the desire to possess,
that falls short, and that the general produce of industry may be
greater than the community desires to consume--the part, at least,
of the community which has an equivalent to give. It is evident
enough that produce makes a market for produce, and that there is
wealth in the country with which to purchase all the wealth in the
country ; but those who have the means may not have the wants,
and those who have the wanta may be without the means. A
portion, therefore, of the commodities produced may be unable
_o find a market from the absence of means in those who have
the desire to consume, and the want of desire in tho_ who have
the meana

This is much the most plausible form of the doctrine, and dees
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not, like that which we first examined, involve a contradiction.

There may easily be a greater quantity of any particular commodity
than is desired by those who have the ability to purchase, and it is
abstractedly conceivable that this might be the case with all corn-
modifies. The error is in not perceiving that though all who have
an equivalent to give m/g/g be fully provided with every consumable
article which they desire, the fact that they go on adding to the
production proves that this is not actuaUy the case. Assume the
most favourable hypothesis for the purpose, that of a limited com-
munity, every member of which possesses as much of necessaries
and of all kncw_, luxu._ies as he desires : and since it is not conceiv-

able that perk-ms wl_e wants were completely satisfied would labour
and economir_ to obtain what they did not desire, suppose that a
foreigner arrives and produces an additional quantity of something
of which ther_ was already enough. Here, it will be said, is over-
production : t_e0 ! reply; over-production of that particular
article: the commKnity wanted no more of that, but it wanted
something. The old inhabitants, indeed, wanted nothing ; but did
not the ioreigner himself want something ? When he produced
the superfluous article, was he labouring without a motive ? He has
produced, but the wrong thin_ instead of the right. He wanted,
perhaps, food, and has produced watches, with which everybody was
sufficiently supplied. The new comer brought with him into the
country a demand for commodities, equal to all that he could produce
by his industry, and it was his business to see that the supply he
brought should be suitable to that demand. If he could not produce
Iomething capable of exciting a new want or desire in the community,
for the satisfaction of which some one would grow more food and give
it to him in exchange, he had the alternative of growing food for
hlmm_f ; either on fresh land, if there was any unoccupied, or as a
tenant, or partner, or servant, of some former occupier, willing to be
partially relieved from labour. He has produced a thing not wanted
instead of what was wanted ; and he himself, perhaps, is not the
kind of producer who is wanted ; but there is no over-production ;
production is not excessive, but merely ill assorted. We saw before,
that whoever brings additional commodities to the market, brings
an additional power of purchase; we now see that he brings also
an additional desire to consume ; ainco if he had not that desire,
he would not have troubled hlmseli to produc_ Neither oi the
81ement_ d demand, thereiore_ can be wanting, when there is an
_iditional supply ; though it is perfectly posaible that the demand
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may be for one thln_, and the supply may unfortunately oonaist ot
ano_or,

Driven to his last retreat, an opponent may perhal_ allege that
there are persons who produce and accumulate from mere habit;
not because they have any object in growing richer, or desire to add
in any respeot to their consumption, but from ¢/* iaceg_. They
continue producing because the machine is ready mounted, and save
and re-invest their savings because they have nothing on which they
care to expend them. I grant that this is po_ibh, and in some few
instances probably happens ; but these do not in the smallest degree
affect our conclusion. For, what do these persons do with theiz
savings ? They invest them productively ; that is, expend them in
employing labour. In other words, having a purchasing power
belonging to them, more than they know what to do with, they malre
over the surplus of it for the general benefit of the labouring clam.
Now, will that class also not know what to do with it ? Are we to

suppose that they too have their wants perfectly satisfied, and go oh
labouring from mere habit ? Until this is the case ; until the work-
ing classes have also reached the point of satiety--there will be no
want of demand for the produce of capital, however rapidly it may
accumulate ; since, if there is nothing else for it to do, it can always
find employment in producing the necessaries or luxuries of the
labouring cla_s__. And when they too had no further desire for
necessaries or luxuries, they would take the benefit of any further
increase of wages by diminishing theiz work; so that the over-
production which then for the first time would be possible in idea,
could not even then take place in fact, for want of labourers.
Thus, in whatever manner the question is looked at, even though
we go to the extreme verge of possibility to invent a supposition
favourable to it, the theory of general over-production implies an
absurdity.

j 4. What thenis it by which men who have reflected much oa
economie_ phenomena, and have even contributed to throw new
light upon them by original speculations, have been led to embrace
so irrational a doctrine ? I conceive them to have been deceived

by a mistaken interpretation of certain mercantile facts. They
imagined that the possibility of a general ovcr-snpply of commodities
was proved by experience. They believed that they saw thie
phenomenon in certain conditioas o[ the markets, the true explamb-
tion of which is totally dithren_.
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I have already described the state of the markets for oommodltle6
which accompanies what is termed a commercial crisis. At such
times there is really an excess of all commodities above the money
demand : in other words, there is an under-supply of money. From
the sndden annihilation of a great mass of credit, every one dislikes
to part with ready money, and many are anxious to procure it at
any m_fice. Almost everybody therefore is a seller, and there are
scarcely any buyers ; so that there may really be, though only while
the crisis lasts, an extreme depression of general prices, from what
may be indiscriminately called a glut of commodities or a dearth of
money. But it is a great error to suppose, with Sismondi, that a
commel_ial crisis is the effect of a general excess of production.
It is simply the consequence of an excess of speculative purchases.
It is not a gradual advent of low prices, but a sudden recoil from
prices extravagantly high: its immediate cause is a contraction
of credit, and the remedy is, not a diminution of supply, but the
restoration of confidence. It is also evident that this temporary
derangement of markets is an evil only [_Jcause it is temporary.
The fall being solely of money prices, if prices did not rise again no
dealer would lose, since the smaller price would be worth as much to
him as the larger price was before. In no manner does this pheno-
menon answer to the description which these celebrated economists
have given of the evil of over-production- The permanent decline
in the circumstances of producers, for want of markets, which those
writers contemplate, is a conception to which the nature of a com-
mercial crisis gives no support.

The other phenomenon fromwhlch the notion of ageneral exceas of
wealth and superfluity of accumulation seems to derive countenance,
is one of a more permanent nature, namely, the fall of profits and
interest which naturally takes place with the progress of population
and production- The cause of this decline of profit is the increased
cost of maintaining labour, which results from an increase of popula-
tion and of the demand for food, outstripping the advance of agri-
cultural improvement. This important feature in the economical
progress of nations will receive full consideration and discussion in
the succeeding Book.* It is obviously a totally different thing
from a want of market for commodities, though often confounded
with it in the complaints of the producing and t_ading classes.
The true interpretation of the modem or present state of industrial
economy is that there is hardly any amount of business which may

* Infm, book iv. eh_p. 4.
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not be done, if people will be content to do it on small profits ; sn_
this all active and intelligent persons in business perfectly well know:
but even those who comply with the necessities of their time,grumble
at what they comply with, and wish that there were less capital,
or, as they express it, less competition, in order that there might be
greater profits. Low profits, however, are a different thing from
deficiency of demand; and the production and accumulation
which merely reduce profits, cannot be called excess of supply
or of production. What the phenomenon really is, and its effects
and necessary limits, will be seen when we treat of t_t expre_
subject.

I know not of any economical facts, except the two I have speei-
fled, which can have given occa_on to the opinion that a general
over-production of commodities ever presented itself in actual experi-
ence. I am convinced that there is no fact in commercial affairs

which, in order to its explanation, stands in need of that chimerical
supposition.

The point is fundamental ; any difference of opinion on it involves
radically different conceptions of Political Economy, especially in
its practical aspect_ On the one view, we have only to consider how
a sufficient production may be combined with the best possible
distribution ; but, on the other, there is a third thing to be considered
--how a market can be created for produce, or how production can
be limited to the capabilities of the market. Besides, a theory so
essentially self-contradictory cannot intrude itself without carrying
confusion into the very heart of the subject, and making it impossible
even to conceive with any distinctness many of the more compli-
cated economical workings of society. This error has been, I
conceive, fatal to the systems, as systems, of the three distinguished
economists to whom I before referred, Malthus, Chalmers, and Sis-
mondi ; all d whom have admirably conceived and explained several
of the elementary theorems of political economy, but this fatal
misconception has spread itself like a veil between them and the more
difllcult portionsof the subject, not suffering one ray of light to pene-
trate. Still more is this same confused idea constantly crossing and
bewildering the speculations of mlnds inferior to theirs. It is but
justice to two eminent names to call attention to the fact, that the
merit of having placed this most important point in its true light
belongs principally, on the Continent, to the judicious J. B. Say,
and in this country to Mr. [James] Mill ; who (besides the conclusive

exposition which he gave of the subiect in his E/ements of Politiz_
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B_momy) had set forth the correct doctrine with great force and
clearness in an early pamphlet, called forth by a temporary contro-
versy, and entitled G_e De/en_ ; the first of his writ_u_
which attained any celebrity, and which he prized more as having
been his first introduction to the friendship of David Ricardo, the
most valued and most intimate triendship of his life.



CHAPTER XV

OF A MEASURE OF VALUE

§ 1. THERE lms been much discussion among political econo.
mists respecting a Measure of Value. An importance has been
attached to the subject greater than it deserved, and what has

been written respecting it has contributed not a little to the reproach
of logomachy, which is brought, with much exaggeration, but not
altogether without ground, against the speculations of political
economists. It is necessary, however, to touch upon the mlbject, if
only to show how little there is to be said on it.

A Measure of Value, in the ordinary sense of the word measure,
would mean something by comparison with which we may ascer-
tain what is the value of any other thing. When we consider farther,
that value itself is relativej and that two things are necessary to
constitute it, independently of the third thing which is to measure it ;
we may define a Measure of Value to be something, by comparing
with which any two other thln_, we may infer their value in relation
to one another.

In this sense, any commodity will serve as a measure of value at

a given time and place ; since we can always infer the proportion in
which things exchange for one another, when we know the propor-
tion in which each exchanges for any third thing. To serve as a
convenient measure of value is one of the functions of the commodity
selected as a medium of exchange. It is in that commodity that the
values of all other things are habitually estimated. We say that one
thing is worth 2/., another 3/. ; and it is then known, without express
statement, that one is worth two-thirds of the other, or that the

things exchange for one another in the proportion of 2 to 3. Money
is a complete measure of their value.

But the desideratum sought by political economists is not a
measure of the value of thln£_s at the same time and place, but a
measure of the value of the same thing at different times and places :
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something by comparison with which it may be known whether any
_ven thing is of greater or le_ value now than a century ago, or in
this country than in America or China. And for this also, money,
or any other commodity, will serve quite as well as at the same time
and place, provided we can obtain the same data ; provided we are
able to compare with the measure not one commodity only, but the
two o_ more which axe necessary to the idea of value. If wheat is
now [1852] 40s. the quarter, and a fat sheep the same, and if in the
time of Henry the Second wheat was 20s., and a sheep 10s., we know
that a quarter of wheat was then worth two sheep, and is now only
worth one, and that the value therefore of a sheep, estimated in
wheat, is twice as great as it was then ; quite independently of the
value of money at the two periods, either in relation to those two
articles (in respect to both of which we suppose it to have fallen), or
to other commodities in respect to which we need not make any
mlpposition.

What seema to be desired, however, by writers on the subject, is
some means of ascertaining the value of a commodity by merely
comparing it with the measure, without referring it specially to any
other given commodity. They would wish to be able, from the mere
fact that wheat is now 40s. the quarter, sad was formerly 20s., to
decide whether wheat has varied in its value, and in what degree_

without selecting a second commodity, such as a sheep, to compare
it with; because they are desirous of knowing, not how much
wheat has varied in value relatively to sheep, but how much it has
varied relatively to things in general.

The first obstacle arises from the necessary indefinitene_ of the
idea of general exchange value--value in relation not to some one
commodity, but to commodities at large. Even if we knew exactly
how much a quarter of wheat would have purchased, at the earlier
period, of every marketable article considered separately, and that
it will now purchase more of some things and less of others, we should
often find it impcesible to say whether it had risen or fallen in rela-
tion to thln_ in general How much more impossible, when we
only know how it has varied in relation to the measure. To enable
the money price of a thing at two different periods to measure the
quantity of things in genera] which it will exchange for, the same
sum of money m_t correspond st both periods to the same quantity
of things in general, that is, money must always have the same
exchange value, the same general purchasing power. Now, not
only is this not true of money, or of any other commodity, but we
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cannot eve_ supp(me any state of circ,im_tences in which it would
be frae.

§ 2. A measure of exchange value, therefore, l)d,_g impossible,
writers have formed a notion of something, under the name of a
measure of value, which would be more properly termed a measure ot
cost d production. They have imagined a commodity invariably
produced by the same quantity of labour ; to which supposition it
is necessary to add, that the fixed capital employed in the production
must boar always the same proportion to the wages of the immediate
labour, and must be always of the same durability : in short, the
same capital must be advanced for the same length of time, so that
the element of value which consists d profits, as well as that which
consists of wages, may be unchangeable. We should then have a
commodity always produced under one and the same combination
of a_l the circumstances which affect Permanent value. Such a
commodity would be by no means constant in its exchange value ;
for (even without reckoning the temporary fluctuations arising from
supply and demand) its exchange value would be altered by every
change in the circumstances of production of the things against
which it was exchanged. But if there existed such a commodity_
we should derive this advantage from it, that whenever any other
thing varied permanently in relation to it, we should know that the
cause of variation was not in it, but in the other thing. It would
thus be suited to serve as a measure, not indeed of the value of other
things, but ot their cost of production. H a commodity acquired a
greater permanent purchasing power in relation to the invariable
commo_ty, its cost of production must have become greater ; and
in the contrary case, less. This measure of cost is what political
economists have generally meant by a measure of value.

But a measure ot cost, though Perfectly conceivable, can no
more exist in fact, than a measure of exchange value. There is no
cornrnodit_ which is invariable in its cost of production. Gold and
silver are the least variable, but even these are liable to changes in
their cost of production, from the exhaustion of old sources of supply,
the discovery of new, and improvements in the mode of working.
H we attempt to ascertain the changes in the cost of production o|
any commodity from the changes in its money price, the conclusion
will require to be corrected by the best M]owance we can make for the
intermediate changes in the cost of the production of money itself.

Adam Smith innc_l that there were two commoditiefl peculiarly
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fitted to serve as a measure of value : corn, and labour. Of corn,

he said that although its value fluctuates much from year to year, it
does not vary greatly from century to century. This we now know
to be an error : corn tends to rise in cost of production with every
increase of population, and to tall with every improvement in agri-
culture, either in the country itself, or in any foreign country from
which it draws a portion of its suppliea The supposed constancy
oi the cost of the production of corn depends on the maintenance of
a complete equipoise between these antagonizing forces, an equipoise
which, if ever realized, can only be accidental. With respect to
labour as a measure of value, the language of Adam Smith is not
uniform. He sometimes speaks of it as a good measure only for
short periods, saying that the value of labour (or wages) doe8 not
vary much from year to year, though it does from generation to
generation_ On other occasions he speaks as if labour were intrinsi-
cally the most proper measure of value, on the ground that one day's
ordinary muscular exertion of one man, may be looked upon as
always, to him, the same amount of effort or sacrifice. But this
proposition, whether in itself admissible or not, discards the idea of
exchange value altogether, substituting a totally different idea,
more analogous to value in use. If a day's labour will purchase
in America twice as much of ordinary consumable articles as in
England, it seems a vain subtlety to insist on saying that labour is
of the same value in both countries, and that it is the value of the

other things which is different. Labour, in this case, may be cor-
rectly said to be twice as valuable, both in the maxt_et and to the
labourer himself, in America as in England.

If the object were to obtain an approximate measure by which
to estimate value in use, perhaps nothing better could be chosen
than one day's subsistence of an average man, reckoned in the
ordinary food consumed by the class of unskilled labourers. If in
any country a pound of maize flour will support a labouring man for
a day, a thing might be deemed more or leas valuable in proportion
to the number of pounds of maize flour it exchanged for. If one
thing, either by itself or by what it would purchase, could maintain
a labouring man for a day, and another could maintain him for a
week, there would be some reason in saying that the one was worth,
for ordinary human uses, seven times as much as the other. But this
would not measure the worth of the thing to its possessor for his own
purposes, which might be greater to any amount, though it could not
be less, than the worth of the food which the thing would purchase.
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The idea of a Measure o[ Value must not be confounded with the
idea of the regulator, or determiniug principle, of value. When it is
said by Ricardo and others, that the value of a thing is regulated
by quantity of labour, they do not mean the quantity of labour for
which the thing will exchange, but the quantity required for pro-
ducing it. This, they mean to affirm, determines its value ; causes
it to be of the value it is, and of no other. But when Adam Smith

and Malthus say that labour is a measure of value, they do not
mean the labour by which the thing was or can be made, but the
quantity of labour which it will exchange for, or purchase ; in other
words, the value of the thing estimated in labour. And they do not
mean that this regu/at_ the general exchange value of the thln_, or
uas any effect in determining what that value shall be, but only
ascertains what it is, and whether and how much it varies from time
to time and from place to place. To confound these two ideas
would be much the same thing as to overlook the distinction betwe_m
the thermometer and the fire.



CHAPTER XVI

Ol_ 80MB PECULIAR CASES 01 VALUta

| 1. I]H_ general laws of value, in all the more import_nj
eases of the interchange of commodities in the same country, have
now been investigated. We examined, first, the case of monopoly,
in which the value is determined by either a natural or an artificial
limitation of quantity, that is, by demand and supply; secondly,
the case of free competition, when the article can be produced in
indefinite quantity at the same cost ; in which case the permanent
value is determined by the cost of production, and only the fluctua-
tions by supply and demand ; thirdly, a mi_ed case, that of the
articles which can be produced in indefinite quantity, but not at the
same cost ; in which case the permanent value is determined by
the greatest coat which it is necessary to incur in order to obtain
the required supply. And lastly, we have found that money itself
is a commodity of the third class; that its value, in a state of
freedom, is governed by the same laws as the values of other com-
modities of its class ; and that prices, therefore, follow the same
laws as values.

From this it appears that demand and supply govern the fluctua-
tions of values and prices in all cases, and the permanent values and
prices of all things of which the supply is determined by any agency
other than that of free competition : but that, under the regime of
competition, things are, on the average, exchanged for each other
at such values, and sold at such prices, as afford equal expecta-
tion of advantage to all classes of producers ; which can only be
when things exchange for one another in the ratio of their cost of
production.

It is now, however, necessm7 to take notice of certain csses, to
which, from their peculiar nature, this law of exchange value is
inapplicable.

It sometimes happens that two different commodities have what
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may be termed a joint cost of production. They are beth produet_
of the same operation, or set of operations, and the outlay is incurred
for the sake of beth together, not part for one and part for the other.
The same outlay would have to be incurred for either of the two, if
the other were not wanted or used at all. There are not a few in-

stances of commodities thus associated in their production: for

example, coke and coal-gus are beth produced from the same
material, and by the same operation. In a more partial sense,
mutton and wool are an example : beef, hides, and tallow : calves
and dairy produce: chickens and eggs. Cost of production can
have nothing to do with deciding the value of the associated com-
medlties relatively to each other. It only decides their joint value.
The gas and the coke together have to repay the expenses of their
production, with the ordinary profit. To do this, a given quantity
of gas, together with the coke which is the residuum of its manufac-
ture, must exchange for other things in the ratio of their joint cost
of production. But how much of the remuneration of the producer
shall be derived from the coke, and how much from the gas, remains

to be decided. Cost of production does not determine their prices,
but the sum of their prices. A principle is wanting to apportion

the expenses of production between the two.
Since cost of production here fails us, we must revert to a law of

value anterior to cost of production, and more fundamental, the law
of demand and supply. The law is, that the demand for a com-
modity varies with its value, and that the value adjusts itself so that
the demand shall be equal to the supply. This supplies the principle
of repartitlon which we are in quest of.

Suppose that a certain quantity of gas is produced and sold at a
certain price, and that the residuum of coke is offered at a price which,
together with that of the gas, repays the expenses with the ordinary
rate of profit. Suppose, too, that at the price put upon the gas and
coke respectively, the whole of the gas finds an easy market_ without
either surplus or deficiency, but that purchasers cannot be found
for all the coke corresponding to it. The coke will be offered at a
lower price in order to force a market. But this lower price, to-
gether with the price of the gas, will not be remunerating: the
manufacture,asa whole,willnot pay its expenseswiththeor_|nAry

profit,and willnot,on theseterms,continuetobe carriedon. The

gas,therefore,must be soldat a higherprice,to make up forthe

deficiencyon the coke. The demand consequentlycontracting°the

productionwillbe somewhat reduced; and pricesw_l become
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_ationarywhen, by thejointeffectoftheriseofgas and the fallof
coke,somuch lessofthefirstissold,and somuch more ofthesecond,
that there is now a market for all the coke which results from the

existing extent of the gas manufacture.
Or suppose the reverse case; that more coke is wanted at the

present prices, than can be supplied by the operations required by
the existing demand for gas. Coke, being now in deficiency, will
rise in price. The whole operation will yield more than the usual
rateofprofit,and additionalcapitalwillbe attractedtothe manu-
facture.The unsatisfieddemand forcokewillbesupplied; but

cannotbedone withoutincreasingthesupplyofgastoo; and asthe

existingdemand was fullysuppliedalready,an increasedquantity

can only finda market by lowerin_the pric_ The resultwillbe

thatthe two togetherwillyieldthe returnrequiredby theirjoint

costofproduction,but thatmore ofthisreturnthan beforewillbe
furnishedby the coke,and lea by the gas. Equilibriumwillbe
attained when the demand for each article rite so well with the

demand for the other, that the quantity required of each is exactly
u much as isgeneratedinproducingthe quantityrequiredof the

other. Ifthereisany surplusordeficiencyon eitheraide;ifthere
isademand forcoke,and notademand forallthegasproducedalong

with it,or_ eerg4; thevaluesand pricesofthe two thingswillso

readjustthemselvesthatboth shallfinda market.

V_Fhen,therefor_two or more commoditieshave a jointcostof

production,theirnaturalvaluesrelativelytoeach otherare those
which willcreatea demand foreach,intheratioofthe quantitiesin

which theyaresentforthby theproductiveprocess. Thistheorem

isnot initselfofany greatimportance:but theillustrationitaffords

ofthe law ofdemand, and ofthe mode inwhich,when costofpro-

ductionfailstobe applicable,theotherprinciplestopsintosupply
thevacancy,isworthy ofparticularattention,aswe shallfindinthe

next chapterbut one thatsomethln_ very aimileztakesplacein

casesofmuch greatermoment.

§ 2. Another case of value which merits attention, is that of
the different kinds of agricultural produce. This is rather a more
complex question than the lastj and requires that attention should
be paid to a greater number of influencing cimumstanca_

The case would present nothing peculiarR i_ different agricultural
products were either grown indiscriminately and with equal advan-
tage on the same soils, or wholly on different soils. The difficulty
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arises from two things : first, that most soils are fitter for one kind
of produce than another, without b_ing absolutely unfit for any;
and secondly, the rotation of crops.

For simplicity we will confine our supposition to two kinds o|
agricultural produce; for instance, wheat and oats. If all soils
were equally adapted |or wheat and for oats, both would be
grown indiscriminately on all soils_and their relative cost of produc-
tion, being the same everywhere, weuld govern their relative value
If the same labour which grows three quarters of wheat on any given
soil, would always grow on that soil five quarters of oats, the three
and the five quarters would be of the same value. If, again, wheat
and oats could net be grown on the same soil at all, the value d each
would be determined by its peculiar cost of production on the least
favourable of the soils adapted for it which the existing demand
required a recourse to. The fact, however, is that both wheat and
oats can be grown on almost any soil which is capable of producing
either : but some soils, such as the stiff clays, are better adapted for
wheat, while others (the light sandy soils) are more suitable for oats.
There might be some soils which would yield, to the same quantity
oi labour, only four quarters of oats to three of wheat; others
perhaps less than three o! wheat to five quarters of oats. Among
theee diversifies, what determines the relative value of the two
things 7

It is evident that each grain will be cultivated in preference
on the soils which are better adapted for it than for the other ; and
if the demand is supplied from these alone, the values of the two
grainswill have ne reference to one another. But when the demand
for both is such as to require that each should be grown not only on
the soils peculiarly fitted for it, but on the medium soils which,
without being specificallyadapted to either, are about equally suited
for both, the cost of production on those medium soils will determine
the relative value of the two grains; while the rent of the soils
specifically adapted to each will be regulated by their productive
power, considered with reference to that one alone to which they are
l_mliarlyapplicable.Thusfarthequestionpresentsno difficulty
toanyonetowhom thegeneralprinciplesofvaluearefamiliar.

Itmay happen,however,thatthedemand foroneofthetwo,
asforexamplewheat,may sooutstripthedemand fortheother,as
notonlytooccupythe_ speciallysuitedforwheat,buttoengross
entirelythoseequally_altabletoboth,andevenencroachuponthose
whicharebetteradaptedtooats.To createaninducementforthis
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unequal apportionment of the cultivation, wheat must be relatively
dearer, and oats cheaper, than according to the cost of their produc-
tion on the medium land. Their relative value must be in proportion
to the cost on that quality of land, whatever it may be, on which the
comparative demand for the two grains requires that both of them
should be grown. If, from the state of the demand, the two cultiva-
tions meet on land more favourable to one than to the other, that

one will be cheaper and the other dearer, in relation to each other
and to things in general, than if the proportional demand were as we
at first supposed.

Here, then, we obtain a fresh illustration, in a somewhat different
manner, of the operation of demand, not as an occasional disturber
of value, but as a permanent regulator of it, conjoined with, or
supplementary to, cost of production_

The case of rotation of crops does not require separate analysis,
being a case of joint cost of production, like that of gas and coke.
If it were the practice to grow white and green crops on all lands in
alternate years, the one being necessary as much for the sake of the
other as for its own sake ; the farmer would derive his remuneration

for two years' expenses from one white and one green crop, and the
prices of the two would so adjust themselves as to create a demand
which would carry off an equal breadth of white and of green crops.

There would be little dif_culty in finding other anomalous
cases of value, which it might be a useful exercise to resolve : but it
k neither desirable nor possible, in a work like the present, to enter
more into details than is necessary for the elucidation of principles.
I now therefore proceed to the only part of the genera] theory of
exchange which has not yet been touched upon, that of International
Exchanges, or, to speak more generally, exchanges between distant
_laces.



CHAPTER XVII

ON LNTI_RN&TIONAL TRADE

| 1. THIn causes vhich occasion a commodit_ to be brought
from s distance, instead oi being produced, as convenience would
seem to dictate, as near as possible to the market where it is to be
sold for consumption, are usually conceived in a rather superficial
manner. Some things it is physically impossible to produce, except
in particular circumstances of heat, soil, water, or atmosphere.
But there are many things which, though they could be produced at
home without difficulty, and in any quantity, are yet imported from
a distance. The explanation which would be popularly given o|
this would be, that it is cheaper to import than to produce them :
and this is the true reason. But this reason itself requires that a
reason be given for it. Of two things produced in the same place,
if one is cheaper than the other, the reason is that it can be produced
with less labour and capital, or, in a word, at less cost. Is this also
the reason as between thin_ produced in different places T Are
things never imported but from places where they can be produced
with less labour (or less of the other element of cost, time) than in the
place to which they are brought ? Does the law, that permanent
value is proportioned to cost of production, hold good between
commodities produced in distant places, as it does between those
produced in adjacent places Y

We shall find that it does not. A thing may sometimes be sold

cheapest, by being produced in some other place than that at which
it can be produced with the smallest amount ot labour and abstin-
ence. England might import corn from Poland and pay for it in
cloth, even though England had a decided advantage over Poland
in the production of both the one and the other. England might
send cottons to Portugal in exchange for wine, although Portugal

might be able to produce cottons with a lea amount of labour and
capital than England could.
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This could not happen between adjacent places. If the north
bank of the Thames possessed an advantage over the south bank
in the production of shoes, no shoes would be produced on the south
side; the shoemakers would remove themselves and their capitals
to the north bank, or would have established themselves there

originally ; for being competitors in the same market with those on
the north side, they could not compensate themselves for their dis-
advantage at the expense of the consumer : the amount of it would
fall entirely on their profits ; and they would not long content them-
selves with a mnaller profit, when, by simply crossing a river, they
could increase it. But between distant places, and especially
between different countries, profits may continue different ; because
persons do not usually remove themselves or their capitals to a
distant place without a very strong motive. H capital removed to
remote parts of the world as readily, and for as small an inducement,
as it moves to another quarter of the same town ; if people would
transport their manuiactories to America or China whenever they
could save a small percentage in their expenses by it ; profits would
be alike (or equivalent) all over the world, and all things would be
produced in the places where the same labour and capital would

produce them in greatest quantity and of best quality. A tendency
may, even now, be observed towards such a state of things ; capital
is becoming more and more cosmopolitan ; there is so much greater
similarity of manners and institutions than formerly, and so much
less alienation of tee]ing, among the more civilized countries, that
both population and capital now move from one of those countries
to another on much less temptation than heretofore. But there are
still extraordinary differences, both of wages and of profits, between
different parts of the world. It needs but a small motive to trans-
plant capital, or even persons, from Warwickshire to Yorkshire;
but a much greater to make them remove to India, the colonies, or
Ireland. To France, Germany, or Switzerland, capita] moves perhaps
almost as readily as to the colonies ; the differences of language and
government being scareely so great a hindrance as climate and
distance. To countries still barbarous, or, like Russia or Turkey,
only beginning to be civilized, capital will not migrate, unless under
the inducement of a very great extra profit.

Between all distant places therefore in some degree, but especially
b_ween different countries' (whether under the same supreme
government or not), there may exist great inequalities in the return
to labour and capital, without ean_dng them to move from one place
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to the other in such quantity'as to level those inequalities. The
capitalbelongingto a countrywill,toa greatextent,remainin the

country,even iftherebe no mode ofemployingitinwhichitwould

not be more productiveelsewhere.Yet even a country thns cir-

cumstanced might,and probablywould,canT on tradewith other
countries. It would export articles of some sort, even to places
which could make them with lem labour than itself ; because those

countries, supposing them to have an advantage over it in all pro-
ductions, would have a greater advantage in some things than in
others, and would find it their intcreat to import the articles in which
theiradvantagewas smallest,thatthey might employ more oftheir

labourand capitalon thoseinwhich itwas greatezt.

§ $. Ae I have saidelsewhere*afterRicardo(thethinkerwho

hasdone most towardsclearingup thissubiect)t" itisnotadifference

intheastute costofproduction,which determinestheinterchange,
but adifferenceinthecomps_ ccet. Itmay be toouradvantage

toprocureironfrom Sweden inexchangeforcottons,even although

themines ofEngland as wellas her manufactoriesshouldbe more

productivethan thceeofSweden ; forifwe have an advantageof
one-halfincottons,and onlyan advantageofa quarteriniron,and

couldsellour cottonsto Sweden at the pricewhich Sweden must

pay forthem ifsheproducedthem herself,we shouldobtainour iron

withan advantageofone-halfaswellasourcottons. We may often,

by tradingwith foreigners,obtaintheircommoditie_at a smallez
expenseoflabourand capitalthan theycosttotheforeignersthem-

selves. The bargain is still advantageous to the foreigner, becaues
the commodity which he receivesinexchange,thoughithas costns
less,would have costhim more."

To illustratethe casesin which interchangeof commodities

willnot,and thoseinwhichitwill,takeplacebetweentwo countries,

Mr. [James] Mill, in ]_s Elements of PoliticaZ Economy,_ makes the
suppoeition that Poland has an advantage over England in the pro-
duction both ot cloth and of com. He first supposed the advantage

* Bsmcq_om_ UmmfJed _t/o_ of Pd_oJ Zconom_, E_y L
[1862] ][at one time believed Mr.Rioardo to have been the sole authoro_

the doctrine nowuniversally received by politioal eeonomiBts,on the nature and
mean_e of the benefitwhi0h acountry derives from foreign trade. But Colonel
Torrens, by the republication of one of hi8 early writings, _ _
P_, h_"established at least a joint ol_im with Mr.Ricardoto the originat/oa
of the doctrine, and an azelu_ve one to its earliest publieation.

$ Thhd e& 1_ lSa
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to be of equal amount in both commodities ; the cloth and the corn,
each of which required 100 days' labour in Poland, requiring each
150 days' labour in England. "It would follow, that the cloth of

150 days' labour in England, ff sent to Poland, would be equal to the
cloth of 100 days' labour in Poland ; if exchanged for corn, therefore,
it would exchange for the corn of only 100 days' labour. But the
corn of 100 days' labour in Poland was supposed to be the same
quantity with that of 150 days' labour in England. With 150 days'
labour in cloth, therefore, England would only get as much corn in
Poland, as she could raise with 150 days' labour at home ; and she
would, in importing it, have the cost of carriage besides. In these
circumstances no exchange would take place." In this case the
comparative cost of the two articles in England and in Poland were
supposed to be the same, though the absolute costs were different ;
on which supposition we see that there would be no labour saved to
either country by confining its industry to one of the two produc-
tions and importing the other.

It is otherwise when the comparative, and not merely the absolute
costs of the two articles are different in the two countries. "If,"
continues the same author, "while the cloth produced with 100 days'
labour in Poland was produced with 150 days' labour in England,
the corn which was produced in Poland with 100 days' labour could
not be produced in England with less than 200 days' labour; an
adequate motive to exchange would immediately arise. With a
quantity of cloth which England produced with 150 days' labour,
she would be able to purchase as much corn in Poland as was there
produced with 100 days' labour; but the quantity which was there
produced with 100 days' labour, would be as great as the quantity
produced in England with 200 days' labour." By importing corn_
therefore, from Poland, and paying for it with cloth, England would
obtain for 150 days' labour what would otherwise cost her 200 ;
being a saving of 50 days' labour on each repetition of the trans-
action : and not merely a saving to England, but a saving absolutely ;
for it is not obtained at the expense of Poland, who, with corn that
costs her 100 days' labour, has purchased cloth which, if produced at
home, would have cost her the same. Poland, therefore, on
mupposition, loses nothing ; but also she derives no advantage from
the trade, the imported cloth costing her as much as if it were made
at home. To enable Poland to gain anything by the interchanges
something must be abated from the gain of England : the corn pro-
4uced in Poland by 100 days' labour must be able to purchase from

U
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England more cloth than Poland could produce by that amount of
labour; more therefore than England could produce by 150 days'
labour, England thus obtaining the cem which would have cost her

200 days, at a cost exceeding 150, though short of 200. England
therefore no longer gains the whole of the labour which is Javed
to the two jointly by trading with one another.

§ 3. From tt_ exposition we perceive in what cons_t8 the

benefit of international exchange, or, in other words, foreign corn-
memo. Setting aside its enabling countries to obtain commodities
which they could not themselves produce at all ; its advantage
consists in a more efficient employment of the productive forces of
the world. If two countries which trade together attempted, as

far as was physically possible, to produce for themselves what they
now import from one another, the labour and capital of the two
countries would not be so productive, the two together would not
_btain from their industry so great a quantity of commodities, as
when each employs itself in producing, both for itself and for the
other, the things in which its labour is relatively most efficient.
The addition thus made to the produce of the two combined, con-
stitutes the advantage of the trade. It is possible that one of the
two countries may be altogether inferior to the other in productive
capacities, and that its labour and capital could be employed to
greatest advantage by being removed bodily to the other. The
labour and capital which have been sunk in rendering Holland
habitable, would have produced a much greater return if transported
to America or Ireland. The produce of the whole world would be
greater, or the labour less, than it is, if everything were produced
where there is the greatest absolute facility for its production. But
nations do not, at least in modern times, emigrate en maase ; and
while the labour and capital of a country remain in the country,
they are most beneficially employed in producing, for foreign markets
as well as for its own, the things in which it lies under the least
disadvantage, if there be none in which it possesses an advantage

§ 4. Before proceeding further, let us contrast t]_ view of the
benefits of international coramerce with other theories whlcb have

prevaUed, and which to a certain extent still prevail, on the came
lubject.

According to the doct_ne now stated, the only direct advantage
of foreign commerce consists in the imports. A country oht_ns
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things which it either could not have produced at all, or which it must
have produced at a greater expense of capital and labour than the
cost of the thin_ which it exports to pay for them. It thus obtains
a more ample supply of the commodities it wants, for the same labour
and capital ; or the same supply, for lees labour and capital, leaving
the surplus disposable to produce other things. The vulgar theory
disregards this benefit, and deems the advantage of commerce
to reside in the exports : as if not what a country obtains, but what
it parts with, by its foreign trade, was supposed to constitute the gain
to it. An extended market for its produce--an abundant consump-
tion for its goods--a vent for its surplus--are the phrases by which
it has been customary to designate the uses and recommendations
of commerce with foreign countries. This notion is intelligible, when
we consider that the authors and leaders of opinion on mercantile
questions have always hitherto been the selling class. It is in truth
s surviving relic of the Mercantile Theory, according to which,
money being the only wealth, selling, or, in other words, exchanging
goods for money, was (to countries without mines of their own)
the only way of growing rich--and importation of goods, that is to
say, parting with money, was so much subtracted from the benefit.

The notion that money alone is wealth has been long defunct,
but it has left many of its progeny behind it ; and even its destroyer
Adam Smith, retained some opinions which it is impceeible to trace
to any other origin. Adam Smith's theory of the benefit of foreign
trade was that it afforded an outlet for the surplus produce of a
country, and enabled a portion of the capital of the country to
replace itself with a profit. These expresaious suggest ideas ;_m-
aist_t with a clear conception of the phenomena. The exptaa_on,
surplus produce, seems to imply that a country is under aome _1
of necessity of producing the corn or cloth which it exports ; so that
the portion which it does not itself consume, if not wanted and con-
sumed elsewhere, would either be produced in sheer waste, or, if it
were not produced, the corresponding portion of capital would remain
idhj and the mass of productions in the country would be diminished
by so much. Either of these suppositions would be entirely erro-
neous. The country produces an exportable article in excess of its
own wants from no inherent necessity, but as the cheapest mode of
supplying itself with other things. If prevented from exporting this
eurplmh it would cease to produce it. and would no longer import
anytJ_in_, being unable to give an equivalent ; but the labour and
capital which had been employed in producing with a view to
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exportation, would find employment in producing those dealt-
able objects which were previonsly brought from abroad: or, if
some of them could not be produced, in producing substitutes for
them. These articles would of course be produced at a greater cost
than that of the things with which they had previously been pur-
chased from foreign countries. But the value and price of the
articles would rise in proportion ; and the capital would just as
much be replaced, with the ordinary profit from the returns, as it
was when employed in producing for the foreign market. The only
losers (after the temporary inconvenience of the change) would be
the consumers of the heretofore imported articles; who would be
obliged either to do without them, consuming in lieu of them some-
thing which they did not like as well, or to pay a higher price for them
than before.

There is much misconception in the common notion of what
commerce does for a country. When commerce is spoken of as
a source of national wealth, the imagination fixes itself upon the large
fortunes acquired by merchants, rather than upon the saving of
price to consumers. But the gains of merchants, when they enjoy
no exclusive privilege, are no greater than the profits obtained by the
employment of capital in the country itself. If it be said that the
capital now employed in foreign trade could not find employment
in supplying the home market, I n_ht reply, that this is the fallacy
of general over-production, discussed in a former chapter : but the
thing is in this particular case too evident to require an appeal to
any general theory. We not only see that the capital of the merchant
would find employment, but we see what employment. There would
be employment created equal to that which would be taken away.
Exportation ceasing, importation to an equal value would cease al_,
and all that part of the income of the country which had been ex-
pended in imported commodities, would be ready to expend itselt
on the same things produced at home, or on others instead of them.
Commerce is virtually a mode of cheapening production ; and in all
such cases the consumer is the person ultimately benefited ; the
dealer, in the end, is sure to get his profit, whether the buyer ob_aina
much or little for his money. This is said without prejudice to the
effect (already touched upon, and to be hereafter fully discussed)
which the cheapening of commodities may have in raising profits ;
in the ease when the commodity cheapened, being one of those
consumed by labourers, enters into the cost of labeu_| by which the

rate of profits is determined.
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§ 5. Such, then, is the direct economical advantage of foreign
trade. But there are, besides, indirect effects, which must be counted

as benefits of a high order. One is, the tendency of every extension
of the market to improve the processes of production. A country
which produces for a larger market than its own, can introduce a
more extended division of labour, can make greater use of machinery,
and is more likely to make inventions and improvements in the
proces_ of production. Whatever causes a greater quantity of
anything to be produced in the same place, tends to the general
increase of the productive powers of the world.* There is another
consideration, principally applicable to an early stage of industrial
advancement. A people may be in a quiescent, indolent, uncultio
vated state, with all their tastes either fully satisfied or entirely
undeveloped, and they may fail to put forth the whole of their pro-
ductive energies for want of any sufficient object of desire. The
opening of a foreign trade, by malrlng them acquainted with new
objects, or tempting them by the easier acquisition of things which
they had not previously thought attainable, sometimes works a sort
of industrial revolution in a country whose resources were previously
undeveloped for vcant of energy and ambition in the people : inducing
those who were satisfied with scanty comforts and little work, to
work harder for the gratification of their new tastes, and even to save,
and accumulate capital, for the still more complete satisfaction of
those tastes at a future time.

But the economical advantages of commerce are surpassed in
importance by those of its effects which are intellectual and moral.
It is hardly possible to overrate the value, in the present low state
of human improvement, of placing human beings in contact with
persons dissimilar to themselves, and with modes of thought and
action unlike those with which they are familiar. Commerce is
now what war once was, the principal source of this contact. Com-
mercial adventurers from more. advanced countries have generally
been the first civilizers of barbarians. And commerce is the purpose
of the far greater part of the communication which takes place
between civilized nations. Such communication has always been,
and is peculiarly in the present age, one of the primary sources of
progress. To human beings, who, as hitherto educated, can scarcely
cultivate even a good quality without running it into a fault, it
k indispensable to be perpetually comparing their own notions and

* Vkle supra, book i. _ ix. | 1.
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customs with the experience and example of persons in different
c_rcnmstances from themselves : and there is no nation which does

not need to borrow from others, not merely particular arts oz

prae_ces, but essential points of character in which its own type
is inferior. Finally, commerce first taught nations to see with good
will the wealth and prosperity of one another. Before, the patriot,
unless suf_ciently advanced in culture to feel the World his country,
wished all countries weak, poor, and ill-governed, but his own:
he now sees in their wealth and progress a direct source of wealth

and progress to his own countzy. It is commel"_ which is rapidly
rendering war obsolete, by strengthening and multiplying the
personal interests which are in natural opposition to it. And it
may be said without exaggeration that the great extent and rapid
increase of international trade, in being the principal guarantee
of the peace of the world, is the great permanent security for the
uninterrupted progress of the ides., the institutions, and the
eharaeter of the human race.
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O7 |NTZRNATIONALVALU_

L THE values of commodities produced at the same place a
or in places su_ciently adjacent for capital to move _eely between
them--let us say, for simplicity, of commodities produced in the
same country--depend (temporary fluctuations apart) upon their
cost of production. But the value of a commodity brought from
a distant place, especially from a foreign country, does not depend
on its cost of production in the place from whence it comes. On
what, then, does it depend _ The value of a thing in any place
depends on the cost of its acquisition in that place ; which, in the
ease of an imported article, means the cost of production of the
thing which is exported to pay for it.

Since all trade is in reality barter, money being a mere instrument
for exchanging things against one another, we will, for simplicity,
begin by supposing the international trade to be in form, what it
always is in reality, an actual trucking of one commodity agalnmt
another. As far as we have hitherto proceeded, we have found
all the laws of interchange to be essentially the same, whether money
is used or not ; money never governing, hut always obeying, those
general laws.

If, then, England imports wine from Spain, giving for every
pipe of wine a bale of cloth, the exchange value of a pipe of wine
in England will not depend upon what the production of the wine
may have cost in Spain, but upon what the production of the cloth
has cost in England. Though the wine may have cost in Spain
the equivalent of only ten days' labour, yet, if the cloth costs in
England twenty days' labour, the wine, when brought to England,
will exchange for the produce of twenty days' English labour, plus
the cost of carriage ; including the usual profit on the importer's
capital, during the time it is locked up, and withheld from othez
employment.
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The value, then, in any country, of a foreign commodity, dependm
on the quantity of home produce which must be given to the foreign
country in exchange for it. In other words, the values of foreign
commodities depend on the terms of international exchange. What,
then, do these depend upon ? What is it which, in the case sup-
posed, causes a pipe of wine from Spain to be exchanged with
England for exactly that quantity of cloth ? We have seen that
it is not their cost of production. If the cloth and the wine were
both made in Spain, they would exchange at their cost of production
in Spain ; if they were both made in England, they would exchange
at their cost of production in England: but all the cloth being
made in England, and all the wine in Spain, they are in circumstances
to which we have already determined that the law of cost of pro-
duction is not applicable. We must accordingly, as we have done
before in a similar embarrassment, fall back upon an antecedent
law, that of supply and demand : and in _ we shall again find
the solution of our difficulty.

I have discussed this question in a separate Essay, already once
referred to ; and a quotation of part of the exposition then given
will be the best introduction to my present view of the subject,
I must give notice that we are now in the region of the most comp]i.
cated questions which political economy affords ; that the subject
is one which cannot possibly be made elementary ; and that a more
continuous effort of attention than has yet been required will be
necessary to follow the series of deductions. The thread, however,
which we are about to take in hand, is in itself very simple and
manageable; the only difficulty is in following it through the
windings and entanglements of complex international transactiona

§ 2. "When the trade is established between the two countries,
the two commodities will exchange for each other at the same rate
of interchange in both countries---bating the cost of carriage, of

which, for the present, it will be more convenient to omit the con-
sideration. Supposing, therefore, for the sake of argument, that
the carriage of the commodities from one country to the other
could be effected without labour and without cost, no sooner would

the trade be opened than the value of the two commodities,
estimated in each other, would come to a level in both countries.

" Suppose that 10 yards of broadcloth cost in England as much
labour as 15 yards of linen, and in Germany as much as 20." In
common with most of my predecessors, I find it advisable, in
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these intricate investigations, to give distinctness and fixity to the
conception by numerical examples. These examples must some-
times, as in the present ease, be purely supposititlous. I should
have preferred real ones ; but all that is essential is, that the numbers
should be such as admit of being easily followed through the subse-
quent combinations into which they enter.

This supposition then being made, it would be the interest oi
England to import linen from Germany, and of Germany to import
cloth from England. " When each country produced both com-
modities for itself, 10 yards of cloth exchanged for 15 yards of
linen in England, and for 20 in Germany. They will now
exchange for the same number of yards of linen in both. For what
number ? If for 15 yards, England will be iust as she was, and
Germany will gain all. If for 20 yards, Germany will be as
before, and England will derive the whole of the benefit. If for
any number intermediate between 15 and 20, the advantage will
be shared between the two countries. If, for example, 10
yards of cloth exchange for 18 of linen, England will gain an
advantage of 3 yards on every 15, Germany will save 2 out of
every 20. The problem is, what are the causes which determine
the proportion in which the cloth of England and the linen of
Germany will exchange for each other.

" A_ exchange value, in this case as in every other, is proverbially
fluctuating, it does not matter what we suppose it to be when we
begin : we shall soon see whether there be any fixed point above
which it oscillates, which it has a tendency always to approach to,
and to remain at. Let us suppose, then, that by the effect of what
Adam Smith calls the higgling of the market, 10 yards of cloth
in both countries exchange for 17 yards of linen.

"The demand for a commodity, that is, the quantity of it which
can find a purchaser, varies, as we have before remarked, according
to the price. In Germany the price of 10 yards of cloth is now
17 yards of linen, or whatever quantity of money is equivalent
in Germany to 17 yards of linen. Now, that being the price,
there is some particular number of yards of cloth, which will
be in demand, or will find purchasers, at that price. There is
some given quantity of cloth, more than which could not be disposed
of at that price; less than which, at that price, would not fully
satisfy the demand. Let us suppose this quantity to be 1000 times
10 yarda

'° Let us now turn our attention to England. There, the price
u2
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of 17 yards of linen is 10 yards of cloth, or whatever quantity
of money is equivalent in England to 10 yards of cloflL There is
some particular number of yards of linen which, at that price, will
exactly satisfy the demand, and no more. Let us suppose that
this number is 1000 times 17 yards.

_'As 17 yards of linen axe to 10 yards of cloth, so are 1000
times 17 yards to 1000 times 10 yards. At the existing ex-
change value, the linen which England requires will exactly pay
for the quantity of cloth which, on the same terms of interchange,
Germany requires. The demand on each side is precisely sufllcient
to carry off the supply on the other. The conditions required by
the principle of demand and supply axe fulfilled, and the two com-

modities will continue to be interchanged, as we supposed them
to be, in the ratio of 17 yards of linen for 10 yards of cloth.

" But our suppositions might have been different. Suppose that,
at the assumed rate of interchange, England has been disposed to
consume no greater quantity of linen than 800 times 17 yards :
it is evident that, at the rate supposed, this would not have sufficed

to pay for the 1000 times 10 yards of cloth which we have supposed
Germany to require at the assumed value. Germany would be able
to procure no more than 800 times 10 yards at that price. To
procure the remaining 200, which she would have no means of doing
but by bidding higher for them, she would offer more than 17

yards of linen in exchange for 10 yards of cloth : let us suppose
her to offer 18. At this price, perhaps, England would be
inclined to purchase a greater quantity of linen. She would
consume, possibly, at that price, 900 times 18 yards. On the
other hand, cloth having risen in price, the demand of Germany
for it would probably have dimiuisbed. If, instead of 1000 times
10 yards, she is now contented with 900 times 10 yards, these will
exactly pay for the 900 times 18 yards of linen which England
is willing to take at the altered price: the demand on each side

wi]l again exactly suffice to take off the corresponding supply ; and
10 yards for 18 will be the rate at which, in both countries,
cloth will exchange for linen.

"The converse of all this would have happened, if, instead of
800 times 17 yards, we had supposed that England, at the
rate of 10 for 17, would have taken 1200 times 17 yards of

linen. In this case, it is England whose demand is not fully
supplied ; it is England who, by bidding for more linen, will alter

the rate of interchange to her own disadvantage; and 10 yat_
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of eloth will fall, in both countries, below the value of 17

yards of llne_ By this fall of cloth, or, what is the same thin_
this rise of linen, the demand of Germany for cloth will inerease,
and the demand of England for linen will diminish, till the rate of
interchange has so adjusted itself that the cloth and the linen will
exactly pay for one another ; and when once this point is attained,
values will remain without further alteration.

"It may be considered, therefore, as established, that when two
countries trade together in two commodities, the exchange value of
these commodities relatively to each other will adjust itself to the
inclinations and circumstances of the consumers on both sides, in
such manner that the quantities required by each country, of the
articles which it imports from its neighbour, shall be exactly sufficient
to pay for one another. As the inclinations and circumstances of
consumers cannot be reduced to any rule, so neither can the pro-
portions in which the two commodities will be interchanged. We
know that the limits, within which the variation is confined, are
the ratio between their costs of production in the one country,
and the ratio between their costs of production in the other. Ten
yard_ of cloth cannot exchange for more than 20 yards of linen,
nor for less than 15. But they may exchange for any inter-
mediate number. The ratios, therefore, in which the advantage of
the trade may be divided between the two nations are various.
The circumstances on which the proportionate share of each
country more remotely depends, admit only of a very general
indicstion.

"It is even possible to conceive an extreme case, ill which the
whole of the advantage resulting from the interchange would be
reaped by one party, the other country gainln_ nothing at all
There is no absurdity in the hypothesis that, of some given com-
modity, a certain quantity is all that is wanted at any price ; and
that, when that quantity is obtained, no fall in the exchange value
would induce other consumers to come forward, or those who are

already supplied to take more. Let us suppose that this is the case
in Germany with cloth. Before her trade with England commenced,
when 10 yards of cloth cost her as much labour as 20 yards
of linen, she neverthele_ consumed as much cloth as she wanted

under any circumstances, and, if she could obtain it at the rate of
10 yards of cloth for 15 of linen, she would not consume more.
Let this fixed quantity be 1000 times 10 yarda At the rate,
however, of 10 for 20, England would want more linen than
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would be equivalent to this quantity of cloth. She would, conm_
quently, offer a higher value for linen ; or, what is the same thing,
she would offer her cloth at a cheaper rate. But, as by no lowering
of the value could she prevail on Germany to take a greater quantity
of cloth, there would be no limit to the rise of linen or fall of cloth_
until the demand of England for linen was reduced by the rise of
its value, to the quantity which 1000 times 10 yards of cloth would
purchase. It might be, that to produce this diminution of the
demand a less fall would not sui_ce than that which would make

10 yards of cloth exchange for 15 of linen. Germany would
then gain the whole of the advantage, and England would be
exactly as she was before the trade commenced. It would be for
the interest, however, of Germany herself to keep her linen a little
below the value at which it could be produced in England, in order
to keep herself from being supplanted by the home producer.
England, therefore, would always benefit in some degree by the
existence of the trade, though it might be a very trifling one."

In this statement, I conceive, is contained the first elementary
principle of International Values. I have, as is indispensable in such
abstract and hypothetical cases, supposed the circ_lm_tances to be
much less complex than they really are : in the first place, by sup-
pressing the cost of carriage ; next, by supposing that there are only
two countries trading together; and lastly, that they trade only in
two commodities. To render the exposition of the principle complete
it is necessary to restore the various circumstances thus temporarily
left out to simplify the argument. Those who are accustomed to
any kind of scientific investigation will probably see, without formal
proof, that the introduction of these circumstances cannot alter the
theory of the subject. Trade among any number of countries, and
in any number of commodities, must take place on the same essential
principles as trade between two countries and in two commodities.
Introducing a grsater number of agents precisely similar cannot
change the law of their action, no more than putting additional
weights into the two scales of a balance alters the law of gravitation.
It alters nothing but the numerical results. For more complete
satisfaction_ however, we mill enter into the complex cases with
the same particularity with which we have stated the Jlmpler
on_

§ 3. First, let us introduce the element of cost of carriage.
The chief difference will then be, that the cloth and the linen will
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no longer exchange for each other at precisely the same rate in both
countries. Linen, having to be carried to England, will be dearer
there by its cost of carriage; and cloth will be dearer in Germany
by the cost of carrying it from England. Linen, estimated in cloth,

will be dearer in England than in Germany, by the cost of carriage
of both articles : and so will cloth in Germany, estimated in linen.
Suppose that the cost of carriage of each is equivalent to one yard
of linen ; and suppose that, if they could have been carried without

cost, the terms of interchange would have been 10 yards of cloth
for 17 of linen. It may seem at first that each country will pay
its own cost of carriage ; that is, the carriage of the article it im-
ports ; that in Germany 10 yards of cloth will exchange for 18 of
linen, namely, the original 17, and 1 to cover the cost of carriage of
the cloth ; while in England, 10 yards of cloth will only purchase
16 of linen, 1 yard being deducted for the cost of carriage of the linen.
This, however, cannot be affirmed with certainty; it will only be
true, if the linen which the English consumers would take at the
price of 10 for 16, exactly pays for the cloth which the German

consumers would take at 10 for 18. The values, whatever they are,
must establish this equilibrium. No absolute rule, therefore, can
be laid down for the division of the cost, no more than for the divi-

sion of the advantage: and it does not follow that in whatever
ratio the one is divided, the other will be divided in the same. It
is impossible to say, if the cost of carriage could be annihilated,
whether the producing or the importing country would be most
benefited. This would depend on the play of intemationaJ
demand.

Cost of carriage has one et_ect more. But for it, every com-
modity would (if trade be supposed free) be either regularly im-
ported or regularly exported. A country would make nothing for
itself which it did not also make for other countries. But in conse-

quence of cost of carriage there axe rn_ny things, especially bulky
articles, which every, or almost every, country produces within
itself. After exporting the things in which it can employ itself meat
advantageously, and importing those in which it is under the
greatest disadvantage, there are many lying between, of which the
relative cost of production in that and in other countries differs so
little, that the cost of carriage would absorb more than the whole
saving in cost of production which would be obtained by importing
one and exporting another. This is the ease with numerous com-
modities of common consumption; including the coarser qualities
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of many artlc]es of food and manufacture, of which the finer kinds
are the subject of extensive international trafBe.

§ 4. Let us now introduce a greater number of commodities
than the two we have hitherto supposed. Let cloth and linen,
however, be still the articles of which the comparative cost of pro-
duction in England and in Germany differs the most; so that, if they
were confined to two commodities, these would be the two which it
would he most their interest to exchange. We will now again omit
cost of carriage, which, having been shown not to affect the ementials
of the question, does but embarrass nnnecesearily the statement of it_
Let us suppose, then, that the demand of England for linen is either
so much greater than that of Germany for cloth, or so much more
extensible by cheapness, that if England had no commodity" but
cloth which Germany would take, the demand of England would
force up the terms of interchange to 10 yards of cloth for only 16 of
linen, so that England would gain only the difference between 15and
16, Germany the difference between 16 and 20. But let us now
suppose that England has also another commodity, say iron, which
is in demand in Germany, and that the quantity of iron which is
of equal value in England with 10 yards of cloth, (let us call this
quantity a hundredweight) will, if produced in Germany, cost as
much labour as 18 yards of linen, so that if offered by England for 17
it will undersell the German producer. In these circnmetanees,
linen will not be forced up to the rate of 16 yards for 10 of
cloth, hut will stop, suppose at 17 ; for although, at that rate of
interchange, Germany will not take enough cloth to pay for all the
linen required by England, she will take iron for the remainder, and
it is the same thing to England whether she gives a hundredweight
of iron or 10 yards of cloth, both being made at the same cc_t. If
we now superadd coals or cottons on the side of England, and wine.
or corn, or timber, on the side of Germany, it will make no difference
in the principle. The exports of each country must exactly pay for
the imports ; meaning now the aggregate exports and imports, not
those of particular commodities taken S_Igiy. The produce of fifty
days' English labour, whether in cloth, coals, iron, or any other
experts, will exchange for the produce of forty, or fifty, or sixty days'
German labour, in linen, wine, corn, or timber, according to the
international demand. There is some proportion at which the
demand of the two countries for each other's products will exactly
correspond: so that the things supplied by England to Germany
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will be completely paid for, and no more, by those supplied hy
Germany to England. This s_cordlngly will be the ratio in which
the produce oi English and the produce of German labo_ will
exchange for one &nether.

H, therefore, it be asked what country draws to itself the greatest
share of the advantage of any trade it carries on, the answer is, the
country for whose productions there is in other countries the greatest
demand, and a demand the most susceptible of increase from addi-
tional cheapness. In ao far as the productions of any country
posse_ this property, the country obtains all foreign commodities
at leas cost. It gets its imports cheaper, the greater the intensity of
the demRnd in foreign countries for its exports. It also gets its

import8 cheaper, the less the extent and intensity of its own demand
for thenL The market is cheapest to those whose demand is small.
A country which desires few foreign productions, and only a limited
quantity of them, while its own comn_odities are in great request in
toreign countries, will obtain its limited imports at extremely smaU
cost, that is, in exchange for the produce of a very small quantity of
its labour and capital.

Lastly, having introduced more thaa the original two commodities
into the hypotheais, let us also introduce more than the original two
countries. After the demand of England for the linen d Germany
has raised the rate of interchange to 10 yards of cloth for 16 of linen,
euppose a trade opened between England and some other country
which also exports linen. And let us suppose that, if England had
no trade but with the third country, the play of international demand
would enable her to obtain from it, for 10 yaxds of cloth or its equiva-
lent, 17 yards of linen. She evidently would not go on buying linen
item Germany at the former rate : Germany would be undersold,
and must consent to give 17 yards, like the other country. In this
case, the circumstances of production and of demand in the third
country are supposed to be in themselves more advantageous to
England than the circumstances of Germany ; but this supposition
is not necessary : we might suppose that if the trade with Germany
did not exist, F_mgland would be obliged to give to the other country
the same advantageous terms which she gives to Germany ; 10 yards
of cloth for 16, or even leas than 16, of linen. Even so, the opening
of the third country makes a great difference in favour of England.
There is now a double market for English export, whila the demand
of England for linen is only what it was before, This necessarily
ebtain,t for England more advantageous terms of int,erchange. The



b92 BOOK IIL CHAPTER XVIIL J 4

two countries, requiring much more of her produce than was required
by either alone, must, in order to obtain it, fore an increased demand
for their exports_ by offering them at a lower value.

It deserves notice, that this effect in favour of England from the
opening of another market for her exports, will equally be produced
even though the country from which the demand comes should have
nothing to sell which England is willing to take. Supl_e that the
third country, though requiring cloth or iron from England, pro-
duces no linen, nor any other article which is in demand there. She
however produces exportable articles, or she would have no means
of paying for imports: her exports, though not suitable to the
Enghsh consumer, can find a market somewhere. As we are only
supposing three countries, we must assume her to find this market
in Germany, and to pay for what she imports from England by orders
on her German customers. Germany, therefore, besides having to
pay for her own imports, now owes a debt to England on account of
the third country, and the means for both purposes must be derived
from her exportable produce. She must therefore tender that
produce to England on terms sufllciently favourable to force a demand
equivalent to this double debt. Everything will take place precisely
as if the third country had bought GeHnan produce with her own
goods, and offered that produce to England in exchange for hers.
There is an increased demand for English goods, for which German
goods have to furnish the payment; and this can only be done by
forcing an increased demand for them in England, that is, by lowering
their value. Thus an increase of demand for a country's exports in

any foreign country enables her to obtain more cheaply even those
imports which she procures from other quarters. And conversely,
an increase of her own demand for any foreign commodity compek
her, ca_r_ par_us, _ pay dearer for all foreign commodities.

The law which we have now illustrated, may be appropriately
named, the Ec_uation of International Demand. It may be concisely
stated as follo_s. The produce of a country exchanges for the pro-
duce of other countries, at such values as are required in order that
the whole of her exports may exactly pay for the whole of her imports.
This law of International Values is but an extension of the more

general law of Value, which we called the Equation of Supply and
Demand.* We have seen that the value of a commodity always so

adjusts itself as to bring the demand to the exact level of the supply.

* Supra, book Ui. olmp. iL J4.
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But all trade, either between nations or individuals, is an interchange
of commodities, in which the things that they respectively have to
sellconstitutealsotheirmeans ofpurchase: thesupplybroughtby

the one constituteshisdemand for what isbroughtby the other.

So thatsupplyand demand arebut anotherexpressionforreciprocal
demand : and tosay thatvaluewilladiustitselfso as to equalize

demand with supply,isin facttosay thatitwilladjustitselfso as

toequalizethedemand on one sidewiththedem_ud on the other.

§ 5. To tracethe consequencesof thislaw of International
Valuesthroughtheirwide ramifications,would occupy more space

than can be heredevoted tosuch a purpose,l But thereisone of

itsapplicationswhich Iwillnotice,asbeinginitselfnotunimportant,

asbearingon the questionwhich willoccupyus inthe nextchapter,

and especiallyasconducingtothemore fulland clearunderstanding
of the law itself.

We have seen that the value at which a country purchasesa
foreigncommodity does not conform to the costof productionin

the country from which the commodity comes. Suppose now a
change in that costof production;an improvement,forexample,

intheprocessofmanufacture. Willthebenefitoftheimprovement

be fullyparticipatedin by othercountries? Will the commodity

be sold as much cheaperto foreigners,as itisproduced cheaper

at home ? This question,and the considerationswhich must be

enteredintoinordertoresolveit,arewelladaptedto trytheworth
of the theory.

Let us first suppose, that the improvement is of a nature to create
a new branch of export : to make foreigners resort to the country
for a commodity which they had previously produced at home.
On this supposition, the foreign demand for the productions of the
country is increased; which necessarily alters the intexnational
values to its advantage, and to the disadvantage of foreign countries,
who, therefore, though they participate in the benefit of the new
productmmust purchase that benefitby paying for allthe other

I [Here wa_, omitted in the 3rd ed. (1852) the following Imssage of
the original: Several of those consequen0es were indioated in the Essay
already quoted ; and others have been pointed out in the writings of Colonel
Torrens, who appears to me substantially correct in his general view of
the subject, and who has supported it with grit closeness and consecutive.
heSSof reasoning, though his conclusions am oco_ionally pushed much beyond
what appear to me the proper limits of the principle on which they am
evounded." l
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productions of the country at a dearer rate than before. How much
dearer, will depend on the degree necessary for re-establishing, under
these new conditions, the Equation of International Demand.
These consequences follow in a very obvious manner from the law
of international values, and I shall not occupy space in illustrating

them, but shall pass to the more frequent case, of an improvement
which does not create a new article of export, but lowers the cost of

production of something which the country already exported.
It being advantageous, in discussions of this complicated nature,

to employ definite numerical amounts, we shall return to our original
example. Ten yards of cloth, if produced in Germany, would
require the same amount of labour and capital as twenty yards of
linen; but by the play of international demsnd, they can be ob-
tained from England for seventeen. Suppose now, that by a mecha-
nical improvement made in Germany, and not capable of being
transferred to England, the same quantity of labour and capital
which produced twenty yards of linen, is ensbled to produce thirty.
Linen falls one-third in value in the Germsn market, as compared
Wlth other commodities produced in Germany. W_ll it also _ll
one-third as compared with English cloth, thus giving to England_
in common with Germany_ the full benefit of the improvement T
Or (ought we not rather to say), since the cost to England of ob-
taining linen was not regulated by the cost to Germany of producing
it, and since England, accor_in_|y, did not get the entire benefit
even of the twenty yards which Germany could have given for ted
yards of cloth, but only obtained soventeen--why should she now
obtain more, merely because this theoretical limit is removed ten
degrees further off ?

It is evident that, in the outset, the improvement w_ll lower the
value of linen in Germany, in relation to all other commodities in the
German market, including, among the rest, even the imported
commodity, cloth. H 10 yards of cloth previously exchanged for
17 yards of linen, they will now exchange for hall as much more, or
25_ yards. But whether they will continue to do so will depend on
the effect which this increased cheapness of linen produces on the
international demand. The demand for linen in England could
scarcely fail to be increased. But it might be increased either in
proportion to the cheapness, or in a greater Froportlon than the
cheapness, or in a less proportion.

H the demand was increased in the same proportion with the

cheapness, England would take as many times 25_ yards of linen, as
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the number of times 17 yards which she took previously. She would
expend in linen exactly as much of cloth, or of the equivalents of
cloth, as much in short of the collective income of her people, as she
did before. Germany, on her part, would probably require, at that
rate of interchange, the same quantity of cloth as before, because it
would in reality cost her exactly as much ; 25_ yards of linen being
now of the same value in her market as 17 yards were before. In
this case, therefore, 10 ysrds of cloth for 25½ of linen is the rate of
interchange which under these new conditions would restore the
equation of international demand ; and England would obtain linen
one-third cheaper than before, being the same advantage as was
obtained by Germany.

It might happen, however, that this great cheapening of linen
would increase the demand for it in England in a greater ratio than
the increase of cheapness ; and that, if she before wanted 1000 times
17 yards, she would now require more than 1000 times 25½ yards to
satisfy her demand. If so, the equation of international demand
cannot establish itself at that rate of interchange ; to pay for the
linen England must offer cloth on more advantageous terms ; say,
for example, 10 yards for 21 of linen ; so that England will not have
the full benefit of the improvement in the production of linen, while
Germany, in addition to that benefit, will also pay less for cloth.
But again, it is possible that England might not desire to increase
her consumption of linen in even so great a proportion as that of the
increased cheapness; she might not desire so great a quantity as
1000 times 25_ yards : and in that case Germany must force a demand
by offering more than 25½ yards of linen for 10 of cloth ; linen will
be cheapened in England in a still greater degree than in Germany ;
while Germany will obtain cloth on more unfavourable terms : and
at a higher exchange value than before.

After what has already been said, it is not necessary to particu-
larize the manner in which these results might be modified by intro-
ducing into the hypothesis other countries and other commodities.
There is a further circumstance by which they may also be modified.
In the case supposed the consumers of Germany have had a part of
their incomes set at liberty by the increased cheapness of linen, which

they may indeed expend in increasing their consumption of that
article, but which they may likewise expend in other articles, and
among others, in cloth or other imported commodities. This would
be an additional clement in the international demand, and would

modify moreor less the termsof interchange.
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Of the three possible varieties in the influence of cheapness oQ
demand, which is the more probable-that the demand would be
increased more than the cheapness, as much as the cheapness, or less
than the cheapness _ This depends on the nature of the particular
commodity, and on the tastes of purchasers. When the commodity
is one in general request, and the fall of its price brings it within
reach of a much larger class of incomes than before, the demand is

often increased in a greater ratio than the fall of price, and a larger
sum of money is on the whole expended in the article. Such was
the case with coffee, when its price was lowered by successive
reductions of taxation ; and such would probably be the case with
sugar, wine, and a large class of commodities which, though not
necessaries, are largely consumed, and in which many consumem
indulge when the articles are cheap and economize when they are
dear. But it more frequently happens that when a commodity falls
in price, less money is spent in it than before : a greater quantity is
consumed, but not so great a value. The consumer who saves money
by the cheapness of the article, will be likely to expend part of the
saving in increasing his consumption of other things : and unless the
low price attracts a large class of new purchasers who were either
not customers of the article at all, or only in small quantity and
occasionally, a less aggregate sum will be expended on it. Speaking
generally, therefore, the third of our three cases is the most probable :
and an improvement in an exportable article is likely to be as bene-
ficial (if not more beneficial) to foreign countries, as to the country
where the article is produced.

§ 6.1 Thus far had the theory of international values been
carried in the first and second editions of this work. But intelligent
criticisms (chiefly those of my friend Mr. William Thornton), and
subsequent further investigation, have shown that the doctrine
stated in the preceding pages, thongh correct as far as it goes, is not
yet the complete theory of the subject matter.

It has been shown that the exports and imports between the two
countries (or, if we suppose more than two, between each country
and the world) must in the aggregate pay for each other, and must
therefore be exchanged for one another at such values as will be
compatible with the equation of international demand. That this,
however, does not furnish the complete law of the phenomenon,
appears from the following consideration: that several different

[H 6-8 we_ inserted in the 3rd ed. (1852).]
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rates of international value may all equally f_dfil the _onditions of
t,__i_law.

The supposition was, that England could produce 10 yards of
cloth with the same labour as 15 of linen, and Germany with the
same labour as 20 of linen ; that a trade was opened between the two
countries; that England thenceforth confined her production to
cloth, and Germany to linen ; and, that if 10 yards of cloth should
thenceforth exchange for 17 of linen, England and Germany would
exactly supply each other's demand : that, for instance, if England
wanted at that price 17,000 yards of linen, Germany would want
exactly the 10,000 yards of cloth, which, at that price, England
would be required to give for the linen. Under these suppositions
it appeared, that 10 cloth for 17 linen would be, in point of fact, the
international values.

But it is quite possible that some other rate, such as 10 cloth for
18 linen, might also fulfil the conditions of the equation of inter-
national demand. Suppose that, at this last rate, England would
want more linen than at the rate of 10 for 17, but not in the ratio of

the cheapness ; that she would not wan_ the 18,000 which she could
now buy with 10,000 yards of cloth, but would be content with
17,500, for which she would pay (at the new rate of 10 for 18) 9722
yards of cloth. Germany, again, having to pay dearer for cloth than
when it could be bought at 10 for 17, would probably reduce her
consumption to an amount below 10_000 yards, perhaps to the very
same number, 9722. Under these conditions the Equation of Inter-
national Demand would still exist. Thus, the rate of 10 for 17, and
that of 10 for 18, would equally satisfy the Equation of Demand _and
many other rates of interchange might satisfy it in like manner. It
is conceivable that the conditions might be equally satisfied by every
numerical rate which could be supposed. There is still therefore a
portion of indeterminateness in the rate at which the international
values would adjust themselves; showing that the whole of the
influencing circumstance8 cannot yet have been taken into account.

§ 7. It will be found that, to supply this deficiency, we must
take into consideration not only, as we have already done, the

quantities demanded in each country of the imported commodities ;
but also the extent of the means of supplying that demand which are
met at liberty in each country by the change in the directionofit8

industry.
To illustratethispoint it willbe necessaryto choose more
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convenient numbers than those which we have hitherto employed.
Let it be supposed that in England 100 yards of cloth, previouety
to the trade, exchanged for 100 of linen, but that in Germany 100
of cloth exchanged for 200 of linen. When the trade was opened,
England would supply cloth to Germany, Germany linen to England,
at an exchange value which would depend partly on the element
already discussed, viz. the comparative degree in which, in the two
countries, increased cheapnees operates in increasing the demand ;
and partly on some other element not yet taken into account.
In order to isolate this nn]cuowa element, it will be necessary to
make some definite and invariable supposition in regard to the known
element. Let us therefore assume, that the influence of cheapness
on demand conforms to some simple law, common to both countries
and to both commodities. As the simplest and most convenient,
let us suppose that m both countries any given increase of cheapness
produces an exactly proportional increase of consumption ; or, in
other words, that the value expended in the commodity, the cost
incurred for the sake of obtalnln_ it, is always the same, whether
that cost affords a greater or a smaller quantity of the commodity.

Let us now suppose that England, previously to the trade,
required a million of yards of linen, which were worth, at the English
test of production, a million yards of cloth. By turning all the
labour and capital with which that linen was produced to the pro-
duction of cloth, she would produce for exportation a million yards
of cloth. Suppose that this is the exact quantity which Germany
is accustomed to consume. England can dispose of all this cloth
in Germany at the German price ; she must consent indeed to take
a little less until she has driven the German producer item the
market, but as soon as this is effected, she can sell her million oi

cloth for two millions of linen ; being the quantity that the German
clothiers are enabled to make by tranderring their whole labour and

capital item cloth to linen. Thus England would gain the whole
benefit of the trade, and Germany nothing. This would be perfectly
consistent with the equation of international demand: since Eng-
land (according to the hypothesis in the preceding paragraph) now
requires two millions of linen (being able to get them at the same
cost at which she previously obtained only one), while, the prices
in Germany not being altered, Germany requires ah before exactly
a million of cloth, and can obtain it by employing the labour and
capital set at liberty from the production of cloth, in produ_in_ the
two millions of linen t_lni.,ed by England.
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Thus far we have supposed that the additional cloth which
England could make, by transferring to cloth the whole of the capital
previously employed in making linen, was exactly sufficient to supply
the whole of Germany's existing demand. But suppose next that
it is more than sut_cient. Suppose that while England could make
with her liberated capital a million yards of cloth for exportation,
the cloth which Germany had heretofore required was 800,000 yards
only, equivalent at the German cost of production to 1,600,000
yards of linen. England therefore could not dispose of a whole
million of cloth in Germany at the German prices. Yet she wants,
whether cheap or dear (by our supposition), as much linen as can be
bought for a million of cloth : and since this can only be obtained
from Germany, or by the more expensive process of production at
home, the holders of the million of cloth will be forced by each other's
competition to offer it to Germany on any terms (short of the
English cost of production) which will induce Germany to take the
whole. What these terms would be, the supposition we have made
enables us exactly to define_ The 800,000 yards of cloth which

Germany consumed, cost her the equivalent of 1,600,000 linen,
and that invariable cost is what she is willing to expend in cloth,
whether the quantity it obtaina for her be more or lea& England
therefore, to induce Germany to take a million of cloth, must offer
it for 1,600,000 of line_ The international values will thus be 100
cloth for 160 linen, intermediate between the ratio of the costs of

production in England, and that of the costs of production in
Germany : and the two countries will divide the benefit of the trade,
England gaining in the aggregate 600,000 yards of linen, and
Germany being richer by 200,000 additional yards of cloth.

Let us now stretch the last supposition still farther, and suppose
that the cloth previously consumed by Germany, was not only less
than the million yards which England is enabled to furnish by
discontinuing her production of linen, but less in the full proportion
of England's advantage in the production, that is, that Germany
only required half a million. In this case, by ceasing altogether
to produce cloth, Germany can add a million, but a million only,
to her production of linen; and this million, being the equivalent
of what the half million previously cost her, is all that she can tm
induced by any degree of cheapness to expend in cloth. England
will be forced by her own competition to give a whole million of
clot_ for this million of linen, just as she was forced in the preceding
mine to give it for 1,600,000. But England could have produced _t
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the same cost a million yards of linen for herself. England therefore
derives, in this case, no advantage from the international trade.
Germany gains the whole; obtaining a milUon of cloth instead of
half a milllon, at what the half million previously cost her. Germany,
in short, is, in this third ease, exactly in the same situation as
England was in the first case; which may easily be verified by
reversing thefigures.

As the general result of the three cases, it may be laid down aa a
theorem, that under the supposition we have made of a demand
exactly in proportion to the cheapness, the law of international
values will be as follows :-

The whole of the cloth which England can make with the capital
previously devoted to linen, will exchange for the whole of the linen
which Germany can make with the capital previously devoted to
cloth.

Or, still more generally,
The whole of the commodities which the two countries can

respectively make for exportation, with the labour and capital
thrown out of employment by importation, will exchange against
one another.

This law, and the three different possibilities arising from it in
respect to the division of the advantage, may be conveniently
generalized by means of algebraical symbols, as follows :-

Let the quantity o| cloth which England can make with the
labour and capital withdrawn from the production of linen, be --_ n.

Let the cloth previously required by Germany (at the German
cost of production) be _ m.

Then n of cloth will always exchange for exactly 2_ of linen.
Consequently ff n _ m, the whole advantage will be on the side

of England.
If n _ 2m, the whole advantage will be on the side of Germany.
If _ be greater than m, but less than 2m, the two countries

will share the advantage ; England getting 2m of linen where she
before got only n ; Germany getting n of cloth where she before
got only m.

It is almost superfluous to observe that the figure 2 stands where
it does only because it is the figure which expresses the advantage
of Germany over England in linen as estimated in cloth, and
(what is the same thing) of England over Germany in cloth as esti-
mated in linen. If we had supposed that in Germany, before the

trade, lO0 of cloth exchanged for 1000 instead of 200 of linen,
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then tt (after the trade commenced) would have exchanged for 10m
instead of 2m. If instead of 1000 or 200 we had supposed only

150, n would have exchanged for only _m. If (in fine) the cost value
of cloth (as estimated in linen) in Germany exceeds the cost value
_imilarly estimated in England_ in the ratio of p to q, then will n,

after the opening of the trade, exchange for -Pm.*
q

§ 8. We have now arrived at what seems a law of International
Values of great simplicity and generality. But we have done so by
setting out from a purely arbitrary hypothesis respecting the relation
between demand and cheapness. We have assumed their relation
to be fixed, though it is essentially variable. We have supposed that
every increase of cheapness produces an exactly proportional exten-
sion of demand; in other words, that the same invariable value

is laid out in a commodity whether it be cheap or dear ; and the

* It may be asked, why we have supposed the number _t to have as its

extreme limits, m and 2m (or :Pro)? why may not _ be lees than m, or grcater
Y

than 2m ; and if so, what will be the result
This we shall now examine ; and, when we do so, it win appear that n is

always, practically speaking, confined within these limit&
Suppose, for example, that n is less than m ; or, reverting to our former

figures, that the million yards of cloth, which England canmake, will not satisfy
the whole of Germany's pre-existing demand ; that demand being (let us sup-
pose) for 1,200,000yards. It would then, at first sight, appear that England
would supply Germany with cloth up to the extent of a million ; that Germany
would continue to supply herself with the remaining 200,000 by home produc-
tion : that this portion of the supply would regulate the price of the whole ;
that England therefore would beable permanently to sell her million of cloth at
the Germancost of production (viz. for two millions of linen) and would gain
the whole advantage of the trade, Germany being no better off than before.

That such, however, would not be the practical result, will soon be evident.
The residuary demand of Germany for 200,000 yards of cloth furnishes a
resourceto England for purposes of foreign trade of which it is still her interest
to avail herself ; and though she has no more labour and capital which she can
withdraw from linen for the production of this extra quantity of cloth, there
must be some other commodities in which Germany has a relative advantage
over her (though perhaps not so great as in linen) : these she will now import,
instead of producing, and the labour and capital formerly employed in pro-
dueing them will be transferred to cloth, until the required amount is made up.
If this transfer just makes up the 200,000, and no more, this augmented n will
now beequal to m ; England will sell the whole 1,200,000at the Germanvalues :
and will still gain the whole advantage of the trade. But if the transfer makes
up more than the 200,000, England will have more cloth than 1,200,000 yards
to offer ; n will become gr_tor than in, and England must part with enough of
the advantage to induce Germany to ts_e the surplus. Thus the ease, which
seemed at first sight to be beyond the limits, is transformed practically into
ease either coinciding with one of the limits or between them. And so with
every other case which can be suppo_d
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law which we have investigat_l hol& good only on t]_ hypothem,
or some other practically equivalent to it. Let us now, therefore,
combine the two variable elements of the question, the variationt
of each of which we have considered separately. Let us suppose the
relation between demand and cheapness to vary, and to become such
as would prevent the rule of interchange laid down in the last theorem
from sat_dyiug the conditions of the Equation of International
Demand. Let it be supposed, for instance, that the demand of
England for linen is exactly proportional to the cheapness, but that
of Germany for cloth, not proportional To revert to the second of
our three eases, the case in which England by discontinuing the
production of linen could produce for exportation a million yards of
cloth, and Germany by ceding to produce cloth could produce an
additional 1,600,000 yards of linen. If the one of these quantities
exactly exchanged for the other, the demand of England would on
our present supposition be exactly satisfied, for she requires all the
linen which can be got for a million yards of cloth : but Germany
perhaps, though she required 800,000 cloth at a cost equivalent
to 1,600,000 linen, yet when she can get a million of cloth at the same
cost, may not require the whole million ; or may require more than
a million- First, let her not require so much ; but only as much as
she can now buy for 1,500,000 linen. England will still offer a million
for these 1,500,000 ; but even this may not induce Germany to take
so much as a million ; and if England continues to expend exactly the
same aggregate cost on linen whatever be the price, she will have to
submit to take for her million of cloth any quantity of linen (not less
than a million) which may be requisite to induce Germany to take
a million of cloth. Suppose this to be 1,400,000 yard& England
has now reaped from the trade a gain not of 600,000 but only of
400,000 yards ; while Germany, besides having obtained an extra
200,000 yards of cloth, has obtained it with only seven-eighths of
the labour and capital which she previously expended in supplying
hereel! with cloth, and may expend the remainder in increasing
her own consumption of linen, or of any other commodi_'y.

Suppose on the contrary that Germany, at the rate of a million
cloth for 1,600,000 linen, requires more than a million yards o!
cloth. England having only a million which she can give without
trenching upon the quantity she previously reserved for herself,
Germany must bid for the extra cloth at a higher rate than 160 fo_
I00, until she reaches a rate (say 170 for 100) which will either bring
down her own demand for cloth to the limit of a million, or else
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tempt England to part with some of the cloth she previously
consumed at home.

Let us next suppose that the proportionality of demand to
cheapness, instead of holding good in one country but not in the other,
does not hold good in either country, and that the deviation is of the
same kind in both ; that, for instance, neither of the two increases

its demand in a degree equivalent to the increase of cheapness.
On this supposition, at the rate of one million cloth for 1,600,000
linen, England will not want so much as 1,600,000 linen, nor Germany
so much as a million cloth : and if they fall short of that amount in
exactly the same degree : if England only wants linen to the amount
of nine-tenths of 1,600,000 (1,440,000), and Germany only nine
hundred thousand of cloth, the interchange will continue to take
place at the same rate. And so if England wants a tenth more than
1,600,000, and Germany a tenth more than a million. This coinci-
dence (which, it is to be observed, supposes demand to extend
cheapneu in a corresponding, but not in an equal degree *) evidently
could not exist unless by mere accident : and, in any other case, the
equation of international demand would require a different adiumt-
ment of international valuea

The only general taw, then, which can be laid down, is this.
The values at which a country exchanges its produce with foreign
countries depend on two things : first, on the amount and exten.

sibility of their demand for its commodities, compared with its de-
mand for theirs ; and secondly, on the capital which it has to spare
from the production of domestic commodities for its own eommmp-
tion. The more the foreign demand for its commodities exceeds its
demand for foreign commodities, and the less capital it can spare
to produce for foreign markets, compared with what foreigners
spare to produce for its markets, the more favourable to it will be
the terms of interchange : that is, the more it will obtain of foreign
commodities in return for a given quantity of its own.

But these two influencing circ_lmltances are in reality reducible
to one: for the capital which a country has to spare irom the
Froduction of domestic commodities for its own use is in proportion
to its own demand for foreign commodities: whatever proportion
of its collective income it expends in purchases from abroad, that

* The increase of demand from 800,000 to 900,000, and that from a million
to 1,440,000, are neither equal in themlzlveJ, nor bear an equal proportion to
the increase of cheapneua Germany's demand for cloth has mcreued cure-
eighth, while the cheapness is increased one-fourth. England's demand for
linen is incream_ 44 per cent, while the oheapne_ i_ increased 60 per cent_
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same proportion of its capital is left without a home market for its
productions. The new element, therefore, which for the sake of

scientific correctness we have introduced into the theory of inter-
national values, does not seem to make any very material diiterenee
in the practical result. It still appears, that the countries which
can T on their foreign trade on the most advantageous terms, am
those whose commodities are most in demand by foreign countries,
and which have themselves the least demand for foreign coramodit_$.
From which, among other consequences, it follows, that the richest

countries,_ part,ms, gaintheleastby agivenamount offoreign

commerce --race, havinga greaterdemand forcommoditiesgener-

ally,they are likelyto have a greaterdemand for foreigncom-
modities,and thus modify the terms ofinterchangeto theirown

disadvantage. Theiraggregategainsby foreigntrade,doubtless,

aregenerallygreaterthanthoseofpoorercountries,sincetheycarry

on a greateramount ofsuchtrade,and gainthe benefitofcheapnem
on a largerconsumption: but theirgainislesson each individual
article consumed.

§ 9. We now pass to another essential part d the theory of
the subject. There are two senses in which a country obtains com-
modities cheaper by foreign trade ; in the sense of Value, and in the

sense of Cost. It gets them cheaper in the first sense, by their falling
in value relatively to other things: the same quantity of them
exchanging, in the country, for a smaller quantity than before
of the other produce of the country. To revert to our original
figures ; in England, all consumers of linen obtained, after the trade

was opened, 17 or some greater number of yards for the same
quantity of all other things for which they before obtained only 15.
The degree of cheapness, in this sense of the term, depends on the
laws of International Demand, so copiously illustrated in the
preceding sections. But in the other sense, that of Cost, a country
gets a commodity cheaper when it obtains a greater quantity of the
commodity with the same erpenditure of labour and capital In
this sense of the term, cheapness in a great measure depends upon a
cause of a di_erent nature: a country gets its imports cheaper_
in proportion to the general productiveness of its domestic industry ;
to the general e_ciency of its labour. The labour of one country
may be, as a whole, much more efficient than that of another ; all

or most of the commodities capable of being produced in both may
be produced inone at lessabsolutecostthan inthe other; whicl_
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as we have seen, will not necessarily prevent the two countries from
exchanging commodities. The things which the more favoured
country will import from others, are of course those in which it is
least superior ; but by importing them it acquires, even in those
commodities, the same advantage which it possesses in the articles
it gives in exchange for them. Thus the countries which obtain their
own productions at least cost, also get their imports at least cost.

This will be made still more obvious if we suppose two competing
countries. England sends cloth to Germany, and gives 10 yards of it
for 17 yards of linen, or for something else which in Germany is the
equivalent of those 17 yards. Another country, as for example
France, does the same. The one giving 10 yards of cloth for a certain
quantity of German commodities, so must the other : if, therefore,
in England, these 10 yards are produced by only half as much labour
as that by which they are produced in France, the linen or other
commodities of Germany will cost to England only half the amount of
labour which they will cost to France. England would thus obtain
her imports at less cost than France, in the ratio of the greater
efficiency of her labour in the production of cloth : which might be
taken, in the case supposed, as an appro_mate estimate of the
efficiency of her labour generally ; since France, as well as England,
by selecting cloth as her article of export, would have shown that with
her also it was the commodity in which labour was relatively the
most efficient. It follows, therefore, that every country gets its
imports at less cost, in proportion to the general efficiency of its
labour.

This qproposition was first clearly seen and expounded by Mr.
Senior,* but only as applicable to the importation of the precious
metals. I think it important to point out that the proposition
holds equally true of all other imported commo_ties ; and further,
that it is only a portion of the truth. For, in the case supposed,
the cost to England of the linen which she pays for with ten yards of
cloth, does not depend solely upon the cost to herself of ten yards of
cloth, but partly also upon how many yards of linen she obtains in
exchange for them. What her imports cost to her is a function of
two variables ; the quantity of her own commodities which she gives
for them, and the cost of those commodities. Of these, the last alone

depends on the efficiency of her labour : the first depends on the law
of international values ; that is, on the intensity and extensibility

* Three I,ec_ureso_ the Cos_of Obbsi_in_ Monq.
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of the forei_ demand for her commodit_ compared with kM
demand for foreign commodities.

In the case just now supposed, of a competition between England
and France, the state of international values affected both competi-
tgrs alike, since they were supposed to trade with the same country,
and to export and import the same commo_ties. The di_ere_co,

therefore, in what their imports cost them, depended solely on the
o other cause, the unequal emciency of their labour. They gave the

same quantities ; the difference could only be in the cost of produc-
tion. But if England traded to GermAny with cloth, and France with
iron, the comparative demand in Germany for those two commodi-
ties would bear a share in determining the comparative coat, in
labour and capital, with which England and France would obtain

GermAn products. If iron were more in demand in Germany than
cloth, France would recover, through that channel, part of her
disadvantage; if less, her disadvantage would be increased. The
efllciency, therefore, of a country's labour, is not the only thin S which
determines even the cost at which that country obtains imported
commodities--while it has no share whatever in determining eithm
theLt exchange _a_z, or, ms we shall presently see, their _.l

I _ Appendix V. Imk_W_/on_ V_]



CHAPTER XIX

ON MONEY s CONSIDERED A8 AN IMPORTED COMMODITY

I 1. Tm_ degree of progress which we have now made in the
theory of Foreign Trade, puts it in our power to supply what was
previously deficient in our view of the theory of Money ; and this,
when completed_ will in its turn enable us to conclude the subject of
Foreign Trade.

Money, or the material d which it is composed, is, in Great
Britain, and in most other countries, a foreign commodity. Its
value and distribution must therefore be regulated, not by the law
of value which obta+inain adjacent places, but by that which is
applicable to imported commodltles--the law of International
Values.

In the discn_ion into which we are now about to enter, I shall
use the terms Money and the Precious Metals indiscriminately.
This may be done without leading to any error; it having been
shown that the value of money, when it consists of the precious
metals, or of a paper currency convertible into them on demand,
is entirely governed by the value of the metals themselves: from
which it never permanently differs, except by the expense of
coinagewhen thisis paidby the individual and not by the
state.

Money isbroughtintoa countryintwo differentway_ Itis
imported(chieflyintheiormofbullion)likeanyothermerchandize,
asbeingan advantageousarticleofcommerce. Itisalsoimported
initsothercharacterofa medium ofexchange,topay somedebt
duetothecountry,eitherforgoodsexportedoronanyotheraccount.
Thereareotherways in whichitmay be introducedcasually;
thesearethetwo inwhichitisreceivedintheordinarycourseof
businessand whichdetermineitsvalue.The existenceof these

two distinctmodes inwhichmoney flowsintoa c_antry,while
othez commodii_es are habitually introduced only in the first of
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these modes, occasions somewhat more of complexity and obscurity
than exists in the case of other commodities, and for this reason

only k any special and minute exposition necessary.

§ 2. In so far as the precious metals are imported in the ordinary
way of commercet their value must depend on the same causes,
and conform to the same laws, as the value of any other foreign
production. It is in this mode chiefly that gold and silver diffuse
themselves from the mining countries into all other parts of the
commercial world. They are the staple cornmodi_es of those
countries, or at least are among their great articles of regular export ;
and are shipped on speculation, in the same manner as other export-
able commodities. The quantity, therefore, which a country (say
England) will give of its own produce, for a certain quantity ot
bullion, will depend, if we suppose only two countries and two
commodities, upon the demand in England for bullion, compared
with the demand in the mining country (which we will call Brazil)
for what England has to give. They must exchange in such pro-
portions as will leave no unsatisfied demand on either side, to alter
values by its competition. The bullion required by England must
exactly pay for the cottons or other English commodities required
by Brazil. If, however, we substitute for this simplicity the degree
of complication which really exists, the equation of internationaJ
demand must be established not between the bullion wanted in

England and the cottons or broadcloth wanted in Brazil, but between
the whole of the imports of England and the whole of her exports.
The demand in foreign countries for English products must be
brought into equilibrium with the demand in England for the
products of foreign countries ; and all foreign commodities, bullion
among the rest, must be exchanged against English products in
such proportions as will, by the ettect they produce on the demand,
establish this equilibrium.

There is nothing in the peculiar nature or uses of the precious
metals which should make them an exception to the general
principles of demand. 8o far as they are wanted for purposes of
luxury or the arts, the demand increases with the cheapness, in
the same irregular way as the demand for any other commodity.
So far as they are required for money, the demand increases with
the cheapness in a perfectly regular way, the quantity needed
being always in inverse proportion to the value. This is the only
real difference, in respect to demand, between money and or.hey
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tbin_; and for the present purpose it is a difference altogethel
immaterial

Money, then, if imported solely as a merchandize, will, like
other imported commodities, be of lowest value in the countries

for whose exports there is the greatest foreign demand, and which
have themselves the least demand for foreign commodities. To
these two circumstances it is however necessary to add two others,
which produce their effect through cost of carriage. The cost of
obtaining bullion is compounded of two elements ; the goods given
to purchase it, and the expense of transport: of which last, the
bullion countries will bear a part, (though an uncertain part,) in
the adjustment of international values. The expense of transport
is partly that of carrying the goods to the bullion countries, and
partly that of bringing back the bullion: both these items are
influenced by the distance from the mines; and the former is also
much affected by the bulkiness of the goed_ Countries whoso
exportable produce consists of the finer manufactures, obtain bullion,
as well as all other foreign articles, c_er/s par_rtts, at le_ expense
than countries which export nothing but bulky raw produce.

To be quite accurate, therefore, we must say--The countries
whose exportable productions are most in demand abroad, and
contain greatest value in smallest bulk, which are nearest to the
mines, and which have least demand for foreign productions, are
those in which money will be of lowest value, or_ in other words,
in which prices will habitually range the highest. If we are speaking
not of the value of money, but of its cost, (that is, the quantity of
the country's labour which must be expended to obtain it,) we must
add to these four conditions of cheapness a fifth condition, namely,
*'whose productive industry is the most efllcient." This last, how-
ever, does not at all affect the value of money, estimated in com-
modities : it affects the general abundance and facRity with which
all things, money and commodities together, can be obtained.

Although, therefore, Mr. Senior is right in pointing out the great
efllciency of English labour as the chief cause why the precious
metals are obtained at less cmt by England than by most other
countries, I cannot admit that it at all accounts for their being of
less vab_ ; for their going less far in the purchase of commodities
This, in so far as it is a fact, and not an illusion, must be occasioned

by the great demand in foreign countries for the staple commodities
of England, and the generally unbulky character of those com-
modities, compared with the corn, wine, tlmber_ sugar, wool, hides.

X
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tallow, hemp, flax, tobacco, raw cotton, &c., which form the exportz
of other commercial countries. These two causes will account for

a somewhat higher range of general prices in England than elsewhere,
notwithstanding the counteracting influence of her own great demand
for foreign commodities. I am, however, strongly of opinion that
the high prices of commodities, and low purchasing power of money
in England, are more apparent than reaL Food, indeed, is some-
what dearer ; and food composes so large a portion of the expenditure
when the income is small and the family large, that to such famlJies
England is a dear country. Services, also, of most descriptions,
are dearer than in the other countries of Europe, from the less
costly mode of living of the poorer classes on the Continent. But
manufactured commodities (except most of those in which good
taste is required) are decidedly cheaper ; or would be so if buyers
would be content with the same quality of material and of work-

mauship. What is called the dearness of living in England is
mainly an affair not d necessity but of foolish custom ; it being
thought imperative by all classes in England above the condition
of a day-labourer that the things they consume should either be
of the same quality with those used by much richer people, or at
least should be as nearly as possible undistinguishable from them
in outward appearanc_

§ 3. From the preceding considerations, it appears that those
are greatly in error who contend 1 that the value of money, in
countrieJ where it is an imported commodity, must be entirely
regulated by its value in the countries which produce it; and
cannot be raised or lowered in any p_A-manent manner unless some
change has taken place in the cost of production at the mines. Oil
the contrary, any circumstance which disturbs the equation of
international demand wit_ respect to a particular country, not only
may, but must, affect the value of money in that country--its value
at the mines remaining the same. The opening of a new branch
of export trade from England; an increase in the foreign demand
for English products, either by the natural course of events, or by
the abrogation of duties ; a check to the demand in England for
foreign commodities, by the laying on of import duties in England
or of export duties elsewhere ; these and all other events of similar
tendency, would make the imports of England (bullion and other

I [In the let and 2nd editions here followed : "(as has been done in the
eo_trovendes c&lledforth by the recent publications of ColonelTorrens)."]
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things taken together) no longer an equivalent for the exports;
and the countries which take her exports would be obliged to offer
their commodities, an_ bullion among the rest, on cheaper terms,
in order to re-estab_h the equation of demand : and thus England
would obtain money cheaper, and would acquire a generally higher
rangeof prices. Incidents the reverse of these would produce effects
the reverse--would reduce prices; or, in other words, raise the
value of the precious metals. It must be observed, however, that
money would be thus raised in value only with respect to home
commodities : in relation to all imported articles it would remain
as before, alnce their values would be affected in the same way
and in the _ame degree with its own. k country which, from any
of the causes mentioned, gets money cheaper, obtains all its othex
imports cheaper likewise.

It is by no means noe_mry that the increased demand for
English commodities, which enables England to supply herself with
bullion at a cheaper rate, should be a demand in the mining countries.
England might export nothing whatever to those countries, and
yet might be the conntzy which obtained bullion from them on the
lowest terms, provided there were a sut_cient intensity of demand
in other foreign countries for English goods, which would be paid
for circuitously with gold and silver from the mining countries.
The whole of its exports are what a country exchanges against the
whole of its imports, and not its exports and imports to and from
any one country ; and the general foreign demand for its productions
will determine what equivalent it must give for imported goods, in
order to establish an equilibrium between ita sales and purchases
generally; without regard to the maintenance of a _irnil_ equili-
brium be_een itand any country aingly
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or rue yom_os ZxcHA_om

| 1. WE have thus fax considered the precious metak as a

commodity, imported like other commodities in the common course
of trade, and have examined what are the circumstances which
would in that case determine their value. But those metals are

also imported in another character, that which belongs to them as
s medium of exchange ; not as an article of commerce, to be sold
for money, but as themselves money, to pay a debt, or effect a
transfer of property. It remains to consider whether the liability
of gold and silver to be transported from country to country for
such purposes, in any way modifies the conclusions we have already
arrived at, or places those metals under a different law of value
from that to which, in common with all other imported commodities,
they would be subject if international trade were an affaiz of direct
barter.

Money is sent from one country to another for various p_ :
such as the payment of tributes or subsidies ; remittances of revenue
to or from dependencies, or of rents or other incomes to their absent
owners; emigration of capital, or transmission of it for foreign
investment. The most usual purpose, however, is that of payment
for goods. To show in what circumstances money actually passes
from country to country for this or any of the other purposes
mentioned, it is necessary briefly to state the nature of the mechanism
by which international trade is carried on, when it takes place not
by barter but through the medium of money.

§ 2. In practice, the exports and imports of a country not
only are not exchanged directly against each other, hut often do
not even pass through the same hands. Each is separately bought
and paid for with money. We have seen, however, that, even in
the same country t money does not actually pass fzom hand to hand
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each time that purchases are made with it, and still less does this
happen between different countries. The habitual mode of paying
and receiving payment for commodities, between country and
country, is by bills of exchang_

A merchant in England, A, has exported English commodities,
consigning them to his correspondent B in France. Another
merchant in France, C, has exported French commodities, suppose
of equivalent value, to a merchant D in England. It is evidently
unnecessary that B in France should send money to A in England,
and that D in England should send an equal sum of money to C in
France. The one debt may be applied to the payment of the other,
and the double cost and risk of carriage be thus saved. A draws
a bill on B for the amount which B owes to hhn: D, having an
equal amount to pay in France, buys this bill from A, and sends it
to C, who, at the expiration of the number of days which the bill
has to run, presents it to B for payment. Thus the debt due from
France to England, and the debt due from England to France, are
both paid without sending an ounce of gold or silver from one country
to the other.

In this statement, however, it is supposed, that the sum of
the debts due from France to England, and the sum of those due
f_om England to France, are equal; that each country has exactly
the same number of ounces of gold or silver to pay and to receive.
This implies (if we exclude for the present any other international
payments than those occurringin the course of commerce), that
the exports and imports exactly pay for one another, or, in other
words, that the equation of international demand is established.
When such is the fact, the international transactions are liquidated

without the passage of any money from one country to the other.
But if there is a greater sum due from England to France, than is
due from France to England, or vz_e vers_, the debts c_nnot be
simply written off against one another. A_r the one has been
applied, as far as it will go, towards covering the other, the balance
must be transmitted in the precious metals. In point of fact, the
merchant who has the amount to pay, will even then pay for it
by a bill When a person has a remittance to make to a foreign
country, he does not himselt search for some one who has money
to receive from that country, and ask him for a bill of exchange.
In this, as in other branches of business, there is a class of middlemev

or brokers, who bring buyers and sellers together, or stand between
them, buying bills from those who have money to receive, and
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selling hi]is to those who have money to pay. When a eustomer
comes to a broker for a bill on Paris or Amsterdam, the broker selk

to him_ perhaps the bill he may himself have bought that morning
from a merchant, perhaps a bill on his own correspondent in the
foreign city : and to enable his correspondent to pay, when due,
all the bills he has granted, he remits to him all those which he has
bought and has not resold. In this manner these brokers take upon
themselves the whole settlement of the pecuniary transactions
between distant places, being remunerated by a small commission
or percentage on the amount of each hi}] which they either se]] or
buy. Now, ff the brokers find that they are asked for bins on the
one part, to a greater amount than hills are offered to them on the
other, they do not on this account refuse to give them : but since,
in that case, they have no means of enabling the correspondents
on whom their bills are drawn, to pay them when due, except by
transmitting part of the amount in gold or silver, they require
from those to whom they sell bills an additional price, sutBcient
to cover the freight and insurance of the gold and silver, with a
profit su_cient to compensate them for their t_ouble and for the
temporary occupation of a portion of their capital. This premium
(as it is called) the buyers are willing to pay, because they must
otherwise go to the expense of remitting the precious metals them-
selves, and it is done cheaper by those who make doing it a part
of their especial business. But though only some of those who
have a debt to pay weald have actually to remit money, all will be
obliged, by each other's competition, to pay the premium; and
the brokers are for the same reason obliged to pay it to those whose
bills they buy. The reverse of all th_ happens if, on the compariaon
of exports and imports, the country, instead of having a balance
to pay, has a balance to receive. The brokers find more bills offered
to them than are luffieient to cover those which they are required
to grant. Bills on foreign countries consequently fall to a discount ;
and the competition among the brokers, which is exceedingly
active, prevents them from retaining this discount ae a profit for
themsdves, and obliges them to give the benefit of it to those who
buy the bills for purpose_ ot remittanc_

Let us _ppose that all countries had the same currency, al in
the progrem of political improvement they one day will have : and_
as the moat familia_-to the reader, though not the beet,let us euppuse
this currency to be the Eugliaho When ,England had the same
number of pounds st_r]ingto pay to France, which France had to
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pay to her, one set of merchants in England would want hi]h, and
another set would have bills to dispose of, for the very same number
of pounds sterlln_; and consequently a bill on France for 100L
would sell for exactly lOOl., or, in the phraseology of merchants,
the exchange would be at pax. As France also, on this supposition,
would have an equal number of pounds sterling to pay and to receive,
bilk on England would be at par in France, whenever bills on
France were at pax in England.

H, however, England had a larger sum to pay to France than
to receive from her, there would be persons requiring bills on France
for a greater number of pounds sterling than there were bills drawn
by persons to whom money was due. A bill on France for IOOL
would then sell for more than lOOl., and bills would be said to be
at a premium. The premium, however, could not exceed the cost
and risk of making the remittance in gold, together with a trifling
profit ; because if it did, the debtor would send the gold itself, in
preference to buying the bilL

If, on the contrary, England had more money to receive from
France than to pay, there would be bills offered for a greater number
of pounds than were wanted for remittance, and the price of bills
would fall below par : a bill for a lOO1.might be bought for somewhat
less than lOOl., and bills would be said to be at a discount.

When England has more to pay than to receive, France has
more to receive than to pay, and v/ca versA. When, therefore, in
England, bills on France bear a premium, then, in France, bills
on England are at a discount: and when bills on France are at
a discount in England, bills on England are at a premium in
France. If they are at pax in either country, they are so, as we
have already seen. in both.

Thus do matters stand between countriss_ or places, which have
the same currency. So much of barbarism, however, still remains
in the transactions of the moot civilized nations, that almost all
independent countries choose to assert their nationality by having,
to their own inconvenience and that of their neighbours, a peculiar
=urrency of their own. To our present purpose this makes no
other difference, thR. that instead of speaking of equ0d sums of
money, we have to speakof equira/en¢ _mA. By equivalent sum9,
when both currencies are composed of the same metal, are meant
snrna which contain exactly the same quantity of the metal, in
weight and fineness ; but when, as in the case of France and Eng-
land. the metals are different, what is meant is that the quantit7
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of gold in the one sum, and the quantity of silver in the other_ are
of the same value in the general market of the world : there being
no material difference between one place and another in the relative
value of these metals. Suppose 25 francs to be (as within a trlfllnS
fraction it is) the equivalent of a pound sterling. The debts and
credits of the two countries would be equal, when the one owed
as many times 25 francs, as the other owed pounds. When
was the case, a bill on France for 2500 francs would be worth in

England 100l., and a bill on England for 100l. would be worth in
France 2500 francs. The exchange is then said to be at par : and
25 francs (in reality 25 francs and a trifle more) * is called the par
of exchange with France. When England owed to France more
than the equivalent of what France owed to her, a bill for 2500
francs would be at a premium, that is, would be worth more than
100L When France owed to England more than the equivalent
of what England owed to France, a bill for 2500 francs would be
worth less than 100l., or would be at a discount.

when bills on foreign countries are at a premium, it is customary
to say that the exchanges are against the country, or unfavourable
to it_ In order to understand these phrases, we must take notice
of what "the exchange," in the language of merchants, really
means. It means the power which the money of the country has
of purchasing the money of other countries. Supposing 25 francs
to be the exact par of exchange, then when it requires more than
100L to buy a hill for 2500 francs, 100L of English money are worth

less than their real equivalent of French money : and this is called
an exchange unfavourable to England. The only persons in Eng-
land, however, to whom it is really nnfavonrable are those who
have money to pay in France ; for they come into the bill market
as buyers, and have to pay a premium: but to those who have
money to receive in France, the same state of things is favourable ;
for they come as sellers, and receive the premium. The premium,
however, indicates that a balance is due by England, which might
have to be eventually liquidated in the precious metals : and since,
according to the old theory, the benefit of a trade con_iRted in
bringing money into the country, this prejudice introduced the
practice of calling the exchange favourable when i_ indicated a

• [1862] Written before the change in the relative value of the two metals
produoed by the gold disooveriee. The par of exchange between gold and
silver cu_eneim is now variable, and no one oan foresee at what point it
will ultimately nmt_
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balance to receive, and unfavourable when it indicated one to pay :
and the phrases in turn tended to maintain the prejudice.

§ 3. It might be supposed at first sight that when the exchange
is unfavourable, orj in other words, when bills are at a premium,
the premium must always amount to a lull equivalent for the cost
of transmitting money : since, as there is really a balance to pay,
and as the full cost must therefore be incurred by some of those
who have remittances to make, their competition will compel all
to submit to an equivalent sacrifice. And such would certainly
be the case, if it were always necessary that whatever is destined
to be paid should be paid immediately. The expectation of great
and immediate foreign payments sometimes produces a most start-
ling effect on the exchanges.* But a small excess of imports above
exports, or any other small amount of debt to be paid to foreign
countries, does not usually affect the exchanges to the full extent
of the cost and risk of transporting bullion. The length of credit
allowed generally permits, on the part of some of the debtors, a
postponement of payment, and in the mean time the balance may
turn the other way, and restore the equality of debts and credits
without any actual transmission of the metals. And this is the
more likely to happen, as there is a self-adjusting power in the
variations of the exchange itself. Bills are at a premium because
a greater money value has been imported than exported. But the
premium is itself an extra profit to those who export. Besides the
price they obtain for their goods, they draw for the amount and
gain the premium. It is, on the other hand, a diminution of profit
to those who import. Besides the price of the goods, they have
to pay a premium for remittance, So that what is called an un-
[securable exchange is an encouragement to export, and a dis_urago-
ment to import. And if the balance due is of small amount, and

s On the news of Bonaparte'slanding from Elba, the price of bills advanced
in one day as much sa ten per cent. Of eour_ this premium was not a mere
equivalent for cat of oarrlage, mlncethe freight of such an artle|e as gold, even
with the addition of war insurance, could never have amounted to so much.

great pricewas an equivalent not for the ditfieulty of sending gold, but fez
the anticipated difficulty of procuring it to send ; the expectation being that
there would be such immense remittances to ths Continent in subsidies and for
the support of armies, as would press hard on the stock of bullion in the country
(which was then entirely denuded of specie), and this, too, in a shorter time than
would allow of its being replenished. Aooordingly the price of bullion rose
likewise, with the same suddenness. It is hanlly necessary to say that this
took place during the Bank restriction. In _ convertible st&reof the currency.
no such thin_ oould have occurred until the Bank stopped payment.
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is the consequence of some merely casual disturbance in the ordinary
course of trade, it is soon liquidated in commodities, and the account
adjusted by means of bills, without the transmission of any bnllion_
Not so, however, when the excess of imports above exports, which
has made the exchange unfavourable, arises from a permanent
cause. In that case, what disturbed the equilibrium must have
been the state of prices, and it can only be restored by acting on
price& It is impossible that prices should be such as to invite to
an excess of imports, and yet that the exports should be kept
permanently up to the imports by the extra profit on exportation
derived from the premium on bills; for if the exports were kept
up to the imports, bills would not be at a premium, and the extra
profit would not exist. It is through the prices of commodit_ies
that the correction must be administered.

Disturbances, therefore, of the equilibrium of impo_ and
exports, and consequent disturbances of the exchange, may be
considered as of two classes ; the one casual or accidental, which,

if not on too large a scale, correct themselves through the premium
on bills, without any transmission of the precious metals ; the other
arising from the general state of prices, which cannot be corrected
without the subtraction of actual money from the circulation of
one of the countries, or an annihilation of credit equivalent to it;
since the mere transmission of bullion (as distinguished from money),
not having any effect on prices, is of no avail to abate the cause
from which the disturbance proceeded.

It remains to observe, that the exchange8 do not depend ou
the balance of debts and credits with each country separately, but
with all countries taken together. England may owe a balance
of payments to France ; but it does not follow that the exchange
with France will be against England, and that bills on France will
be at a premium ; because a balance may be due to England from
Holland or Hamburg, and she may pay her debts to France with
bills on those placm; which is technically sailed arbitration of
exchange. There is some little additional expense, partly com-
mission and partly loss of interest, in settling debts in this circultons
manner, and to the extent of that mnall difference the exchange
with one country may vary apart from that with others; but in
the main, the exchanges with all foreign countries vary together,
according as the country has a balance to reeeive or to pay on the
gene_ result of its foreign transsctiona
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O_ _ DIJ_?.IBUTION OF THZ PRECIOUS METAI_ THROUGI T_ll

COMMERCIAL WORLD

§ 1. HAvinG now examined the mech_nlam by which the
commercial transactions between nations are actually conducted,
we have next to inquire whether this mode of conducting them
makes any difference in the conclusions respecting international
values, which we previously arrived at on the hypothesis of barter.

The nearest analogy would lead us to presume the negativ_
We did not find that the intervention of money and its substitutes
made any difference in the law of value as applied to adjacent
places. Things which would have been equal in value if the mode
of exchange had been by barter, are worth equal suma of money.
The introduction of money is a mere addition of one more com-
modity, of which the value is regulated by the same laws as that
Of all other c_mmodities. We shall not be surprised, therefore, if
we find that international values also are determined by the same
eauses under a money and bill system, as they would be under a
system of barter ; and that money has little to do in the matter,
except to furnish a convenient mode of comparing value_

All interchange is, in substance and effect, barter: whoever
commodities for money, and with that money buys other goods,

really buys those goods with his own commodities. And so of
nations: their trade is a mere exchange of exports for imports;
and whether money is employed or not, things are only in their
permanent state when the exports and imports exactly pay for each
other. When this is the case, equal snm_ of money are due from
each country to the other, the debts are settled by bills, and there
is no balance to be paid in the precious metals. The trade is in
a state llke that which is called in mechanics a condition of amble

equ_ilibrium.
But the proceu by which t_n_ are brought back to this stst_
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when they happen to deviate fxom it, is, at least outwardly, not the
same in a barter system and in a money system. Under the first,
the country which wants more imports than its exports will pay for,
must offer its exports at a cheaper rate, as the sole means of creating
a demand for them su_cient to re-establish the equilibrium. When
money is used, the country seems to do a thing totaUy different.
She takes the additional imports at the same price as before, and as
abe exports no equivalent, the balance of payments turns against
her ; the exchange becomes unfavourable, and the difference has to
be paid in money. This is in appearance a very distinct operation
from the former. Let us see if it differs in its e_ence, or only in its
mechanism.

Let the country which has the balance to pay be England, and
the country which receives it, France. By this transmission of the
precious metals, the quantity of the currency is diminished in Eng-
land, and increased in France. This I am at liberty to assum¢_
As we shall see hereafter, it would be a very erroneous assumption
if made in regard to a// payments of international balances. A
balance which has only to be paid once, such as the payment made
for an extra importation of corn in a season of dearth, may be paid
_rom hoards, or from the reserves of bankers, without acting on the
circulation. But we are now supposing that there is an excess of

imports over exports, arising from the fact that the equation of
international demand is not yet established : that there is at the
ordinary prices a permanent demand in England for more French
goods than the English goods required in France at the ordinary
prices will pay for. When this is the case, if a change were not
made in the prices, there would be a perpetually renewed balance to

be paid in money. The imports require to be permanently dimln-
ished, or the exports to be increased ; which can only be accom-
plished through prices ; and hence, even if the balances are at first
paid from hoards, or by the exportation of bullion, they will reach
the circulation at last, for until they do1 nothing can stop the

When, therefore, the state of prices is such that the equation of
international demand cannot establish itself, the country requiring
more imports than can be paid for by the exports ; it is a sign that
the country has more of the precious metals or their substitutes
in circulation, than can permanently ci_cuiate a and must necessarily
part with some of them before the balance can be restored. The
cu_ency is accordingly contracted : prices fall, and, among the rest,
the priceaof exportablearticles;for which, accordiuglyltheft
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arises, in foreign countries, a greater demand: while imported
commodities have possibly risen in price, from the influx of money
into foreign countries, and at all events have not participated in the
general falL But until the increased cheapness of English goods
induces foreign countries to take a greatestpecuniary value, or until
the increased dearness (positive or comparative) of foreign goods
makes England take a less pecuniary value, the exports of England
will be no nearer to paying for the imports than before, and the
stream of the precious metals which had begun to flow out of England,
will still flow on. This effiux will continue, until the fall of prices
in England brings within reach of the foreign market some com-
modity which England did not previously send thither; or until
the reduced prices of the things which she did send, has forced a
demand abroad for a sufficient quantity to pay for the imports,
tided, perhaps, by a reduction of the English demand for foreign
goods, through their enhanced price, either positive or comparative.

Now this is the very proee_ which took place on our original
supposition of barter. Not only, therefore, does the trade between
nations tend to the same equilibrium between exports and imports,
whether money is employed or not, but the means by which this
equilibrium is established are essentially the same. The country
whose exports are not sufficient to pay for her imports, offers them
on cheaper terms, until she succeeds in forcing the necessary demand :
in other words, the Equation of International Demand, under a
money system as well as under a barter system, is the law of inter-
national trade. Every country exports and imports the very same
things, and in the very same quantity, under the one system as
under the other. In a barter system, the trade gravitates to the
point at which the sum of the imports exactly exchanges for the
sum of the exports: in a money system, it gravitates to the point
at which the sum o f the imports and the sum of the exports exchange
for the same quantity of money. And since things which are
equal to the same thing are equal to one another, the exports and
imports which are equal in money price, would, if money were not
used. precisely exchange for one another.*

* Thesubjoinedextract fromthe separateEssaypreviouslyreferredto, will
givesomea_istance in followingthecourseof the _henome_ It is sdapt_i
to the imaginarycaseusedforillustrationthroughoutthatEssay,the caseof •
tradebetweenEnglandand Germanyin clothand linen.

s_We_y, at first, make whateversuppositionwe willwithrespectto the
valueofmoney. Letussuppose,therefore,that beforetheopeningofthetrade,
timpriceot cloth is thesamoin bothcountrie4,namelysix shillings_r yard.
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§ 2. It thus appears that the law of international values, and,

consequently, the division of the advantages of trade among the

nations which carry it on, are the same, on the supposition of money,

as they would be in a state of barter. In international, as in ordinary
domestic interchanges, money is to commerce only what ell is to

machinery, or railways to locomotion--a contrivance to diminish

friction. In order still further to test these conclusions, let us

proceed to re-examlne, on the supposition of money, a question
which we have already investigated on the hypothesis of barter,

As ten yards of cloth were supposed to exchange in England for 15 ysrds of
linen, in Germany for _0, we must suppose that linen is sold in England at four
_dllings per yard, in Germany at three. Cost of carriage and importer's profit
eze left, as before, out of consideration.

"In this state of prices, cloth, it is evident, cs_unot yet be exported from
England into Germany : but linen can be imported from Germany into England.
It wiIl be so ; and, in the first instance, the linen will be t_id for in money.

• "The effiux of money from England, and its influx into Germany. will
raise money prices in the latter country and lower them in the former. Linen

will rise in Germany above thr_s shinings per yard, and cloth above six shiUing_
IAnen in England, being imported from Germany, will (since cust of carriage
is not reckoned) sink to the jame price as in that country, while cloth will
fell below six shillings. As soon as the price of cloth is lower in England
tl_m in Germany, it will begin to be exported, and the price of cloth in
Germany will fall to whet it is in Engismi. As long as the cloth exported
does not suffice to l_y for the linen imported, money will continue to flow
from England into Germany, and prices generally will continue to fell in
Englsnd and rise in Germany. By the fall, however, of cloth in England,
cloth will fell in Germany s,lso, and the demand for it will increase. By the
rise of linen in Germany, linen must rise in England also, and the demand for
it will diminish. As cloth fell in price end linen rose, there would be some
.partisular price of both articles Lt which the cloth exported and the linen
imported would exsutly psy for each other. At this point prices would remain,
because money would then cease to move out of England into Germany.
What this point might be, would entirely depend upon the circumstances and
inclinations of the purchasers on beth sidc_ If the fs_l of cloth did not much
increase the demand for it in Germany, and the rise of linen did not diminish
very., rap.idly, the demand for it in England, much money must paes before the
equmnnum m restored ; cloth would fall very much, and linen would rise, until
England, perhsIm , had to I_y nearly _s much for it as when she produced it.
for herself. But if, on the contrary, the fall of cloth caused a very rapid
increase of the demand for it in Germany, and the rise of linen in Germany
reduced very rapidly the demand in England from wh_ it was under the
influence of the first ch_pness produced by the opening of the trade; the
cloth would very soon suffice to pay for the linen, little money would imm
between the two countries, and England would derive & lerge portion of the
benefit of.the trade. .We have thus arrived _.t precisely the same eonclmfion,
m suplxmng the employment of money, which we found to hold under the
supposition of barter.

" In what shape the benefit accrues to the two n_tions from the trade m
clear enough. Germany, before the commencement of the trade, paid six
shillings per yard for broadcloth : she now obtains it _t a lower prie_ This,
however, is not the whole of her advantage. As the money izdees of Ill h_
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namely, to what extent the benefit of an improvement in the pro-
duction of an exportable article is participated in by the countries

importing it.

The improvement may either consist in the cheapening of some
article which was already a staple production of the country, or in
the estabUshment of some new branch of industry, or of some

process rendering an article exportable which had not till then been
exported at all. It will be convenient to begin with the case of a

new export, as being somewhat the simpler of the two.

The first effect is that the article fall8 in price, and a demand

other commodities have rken, the money-incemea of all her producers have
increased. This is no advantage to them in buying from each other, because the
price of what they buy has risen in the same ratio with their means of p_ying
for it ; but it is an advantage to them in buying anything which hemnot risen,
and, still more, anything which has fallen. They, therefore, benefit as con-
sumers of cloth, not merely to the extent to which cloth has fallen, but also to
the extent to which other prices have risen. Suppose that this is one-tenth.
The same proportion of their money incomes as before will sufl_oo to supply
their other w_nta ; and the remainder, being inercssod one-tenth in amount,
will enable them to purchase one-tenth more cloth than before, even though
cloth had not fallen : but it has f_llen ; so that they are doubly gainer_ They
tp_rcir,base the same quantity with lus money, and have more to expend upon

other want&
" In England, on the contrary, general money-prices have _ Linen,

aowever, has fallen more than the rest, having been lowered in price by impor-
tation from a country where it was cheaper ; whereas the others have fallen
only from the consequent effiux of money. Notwithstexwlin_ therefore, the
general fall of money-price_, the English producers will be exactly as they were
ha all other respects, while they will gain as purchasem of linen.

"The _eater the efl]ux of money required to restore the equillbrium, the
mter will be the _ of Gern_,my, both by the fall of cloth and by the rise
her general prices. The le_ the efliux of money requisite, the greater will be

the gain of England ; because _he price of linen will ocmtinue lower, and her
general miees will not be reduced co much. It must not, however, be imagined
that high money-prices _e _ good, and low money-prices an evil, in them.
eelvet But the higher the general money-prices in any country, the greater
will be that country's meaus of purchasing throe commodities which, being
imported from mbroad, are independent of the e&uses which keep priom high _t
home."

In practice, the cloth _nd the linen would not, as here supposed, be at the
same price in England and m Germany : each would be de&rer in money.price
in the country which imported th_n m tt_t which produced it, by the amount
of the ocet of cexnage, together with the ordinary profit on the importer's
capital for the average length of t_ne which elapsed before the commodity could
be dkpe_l of. But it does not follow that each country l_ys the o_t of
carriage of the commodity it importe ; for the addition of this item to the

may operate as a gr-_ter cheek to demand on one side than on the other;
and the equation of international demand, and consequent equilibrium of pay.
nmnts, my nOt be maintained_ Money would then flow out of one country into
the other, until, in the manner already illustrated, the equilibrium was restored:

whenthiswas effeeted,onecountrywouldbe payingzone thin it,.own
_t of es,_ and the other le_
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arises for it abroad. This new exportation disturbs the balance,
turns the exchanges, money flows into the country (which we shall
suppose to be England), and continues to flow until prices rise.
This higher range of prices will somewhat check the demand in
foreign countries for the new article of export ; and will diminish
the demand which existed abroad for the other things which England
was in the habit of exporting. The exports will thus be diminished ;
while at the same time the English public, having more money, will
have a greater power of purchasin_ foreign commodities. If they
make use of this increased power of purchase, there will be an
increase of imports : and by this, and the check to exportation, the
equilibrium of imports and exports will be restored. The result to
foreign countries will be, that they have to pay dearer than before
for their other imports, and obtain the new commodity cheaper
than before, but not so much cheaper as England herself doea I
say this, being well aware that the article would be actually at the
very same price (cost of carriage excepted) in England and in other
countries. The cheapness, however, of the article is not measured
solely by the money-price, but by that price compared with the
money incomes of the consumers. The price is the same to the
English and to the foreign consumers; but the former pay that
price from money incomes which have been increased by the new
distribution of the precious metals ; while the latter have had their
money incomes probably diminished by the same cause. The trade,
therefore, has not imparted to the foreign consumer the whole, but
only a portion, of the benefit which the English consumer has
derived from the improvement; while England has also benefited
in the prices of foreign commodities. Thus, then, any industrial
improvement which leads to the opening of a new branch of export
trade, benefits a country not only by the cheapness of the article in
which the improvement has taken place, but by a general oheapenin_
of all imported products.

Let us now change the hypothesis, and suppose that the improve-
ment, instead of creating a new export from England, cheapens
an existing one. When we examined this case on the supposition
of barter, it appeared to us that the foreign consumers might either
obtain the same benefit from the improvement as England herself,
or a less benefit, or even a greater benefit, according to the degree
in which the consumption of the cheapened a_cle is calculated to
extend itself as the article diminishes in price. The same con-
clusions will be found true on the supposition of money.
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Let the commodity in which there h an improvement be clr/ala
The first e_eet of tl_ hnprovement is that its price falls, and there
is an increased demand for it in the foreign market. But th_
demand is of uncertain amount. Suppose the foreign consumers to
increase their purchases in the exact ratio of the cheapness, or, in
nther words, to lay out in cloth the same sum of money as before; the
lame aggregate payment as before will be due from foreign countriea
to England ; the equilibrium of exports and imports will remain
undisturbed, and foreigners will obtain the full advantage of the
increased cheapness of cloth. But if the foreign demand for cloth
is of such a character as to increase in a greater ratio than the
cheapness, a larger sum than formerly will be due to England for
cloth, and when paid will raise English prices, the price of cloth
included ; this rise, however, will affect only the foreign purchaser,
English incomes being raised in a corresponding proportion ; and
the foreign consumer will thus derive a less advantage than England
from the improvement. If, on the contrary, the cheapening of
floth does not extend the foreign demand for it in a proportional
degree, a less sum of debts than before will be due to England fox
cloth, while there will be the usual sum of debts due from England
to foreign countries ; the balance of trade will turn against England,
money will be exported, prices (that of cloth included) will fall, and
cloth will eventually be cheapened to the foreign purchaser in a still
_eater ratio than the improvement has cheapened it to England.
These are the very conclusions which we deduced on the hypothesis
of barter.

The result of the preceding discussion cannot be better snrnmed
up than in the words of Rieardo.* "Gold and silver having been
chosen for the general medium of circulation, they are, by the
competition of commerce, distributed in such proportions amongst
the different countries of the world as to aceommodste themselves

to the natural traffic which would take place if no such metals existed,
and the trade between countries were purely a trade of barter."

Of this principle, so fertile in consequences, previous to which the
theory of foreign trade was an unintelligible chaos, Mr. Ricardo,
though he did not pursue it into its ramifications, was the real
originator. No writer who preceded blm appears to have had a
glimpse of it : and few are those who even since his time have had
an adequate conception of its scientific value.

* P_igdea o/ Po_ii_c_ Eco_m_ and Tu,lcation. Srd ed. p. 143.
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§ 8. It is now necessary to inquire, in what manner this ls_
of the distribution of the precious metals by means of the exchanges,
affects the exchange value of money itself ; and how it tallies with
the law by which we found that the value of money is regulated
when imported as a mere article of merchandize. For there is here
a semblance of contradiction, which has, I think, contributed more

than anything else to make some distinguished political economists
resist the evidence of the preceding doctrine_ Money, they justly
think, is no exception to the general laws of value ; it is a commodity
like any other, and its average or natural value must depend on the
cost of producing, or at least of obtaining it. That its distribution
through the world, therefore, and its ditterent value in different

places, should be liable to be altered, not by causes affecting itself,
but by a hundred causes unconnected with it; by everything
which affects the trade in other commodities, so as to derange the
equilibrium of exports and imports; appears to these thinkers a
doctrine altogether inadmissible.

But the supposed anomaly exists only in semblance. The causes
which bring money into or carry it out of a country through the
exchanges to restore the equilibrium of trade, and which thereby
raise its value in some countries and lower it in others, are the very
same causes on which the local value of money would depend if
it were never imported except as a merchandize, and never except
directly from the mines. When the value of money in a country is
permanently lowered by an influx of it through the balance of trade,
the cause, if it is not diminished cost of production, must be one of
those causes which compel a new adjustment, more favourable to
the country, of the equation of international demand: namely,
either an increased demand abroad for her commodities, or a dimin-
ished demand on her part for those of foreign countrie_ Now an
increased foreign demand for the commodities of a country, or a
diminished demand in the country for imported commodities, are
the very causes which, on the general principles of trade, enable
a country to purchase all imports, and consequently the precious
metals, at a lower value. There is therefore no contradiction, but
the most perfect accordance in the results of the two di_erent modes
in which the precious metals may be obtained. When money flows
from country to country in consequence of changes in the inter-
national demand for commodities, and by so doing altem Ire own
local value, it merely realizes, by a more rapid process, the effect
which would otherwise take place more slowly, by an alteration in
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the relative breadth of the streams by which the precious metals flow
into different re_ous of the earth from the mining countries. As,
therefore, we before saw that the use of money as a medium of
exchange does not in the least alter the law on which the value8

of other things, either in the same country or internationally, depend,
so neither does it alter the law of the value of the precious metal
iteelf : and there is in the whole doctrineof international values, as
now laid down, a unity and harmony which is a strong collateral
presumption oftruth.

§ 4. Before closing this discussion, it k fitting to point out in
what manner and degree the preceding conclusions are affected by
the existence of international payments not ori_nat_ in commerce,
and for which no equivalent in either money or commodities is
expected or received ; such as a tribute, or remittances of rent to
absentee landlords, or of interest to foreigm creditors, or a govern.
ment expenditure abroad, such as England incurs in the manage-
ment of some of her colonial dependencies.

To begin with the case of barter. The supposed annual re.
mittanecs being made in commodities, and being exports for which
there is to be no return, it is no longer requisite that the imports and
exports should pay for one another: on the contrary, there must
be an annual exce_ of exports over imports, equal to the value oi
the remittance. If, before the country became liable to the annual

payment, foreign commerce was in its natural state of equilibrium,
it will now be necessary for the purpose of effecting the remittance,
that foreign countries should be induced to take a greater quantity
of exports than before : which can only be done by offering tbe_
exports on cheaper terms, or, in other worda, by paying dearer for
foreign commodities. The international values _vill so adjust them-
selves that either by greater exports, or smaller imports, or both_

the requisite excess on the side of exports will be brought about ;
and this excess will become the permanent state. The result
that a country which makes regular payments to foreign countries,
besides l_ing what it pays, loses also something more, by the less
mivantageous terms on which it is forced to exchange its productions
for foreign commodities.

The same reeults follow on the supposition of money. Commerce
being supposed to be in a state of equilibrium when the obligatory
_mittances begin, the first remittance is necessarily made in money.
ThiJ lowel_ prices in the remitting country, and raises them in the
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receiving. The natural effect is that more commodities are exported
than before, and fewer imported, and that, on the score of commerce
alone, a balance of money will be constantly due from the receiving
to the paying country. When the debt thus annually due to the
tributary country becomes equal to the annual tribute or other
regular payment due from it, no further transmission of money takes
place ; the equilibrium of exports and imports will no longer exist,
but that of payments will ; the exchange will be at par, the two
debts will be set off against one another, and the tribute or re-
mittance will be virtually paid in goods. The result to the interest
of the two countries will be ms already pointed out: the paying
country will give a higher price for all that it buys from the receiving
country, while the latter, besides receiving the tribute, obtaizs the
exportable produce of the tributary country at a lower price.



CHAPTER XXII

]D_IeLUENCZ O]P TIlE CURRZNCY ON THE EXCHANGES AND @N

FOREIGN TRADE

§ 1. IN our inquiry into the laws of international trade, we
commenced with the principles which determine international
exchanges and international values on the hypothesis of barter. We

next showed that the introduction of money as a medium of exchange
makes no difference in the laws of exchanges and of values between
country a_l country, no more than between individual and in-
dividual : since the precious metals, under the influence of those
same laws, distribute themselves in such proportions among the

different countries of the world, as to allow the very same exchanges
to go on, and at the same values, as would be the _ase under a
system of barter. We lastly considered how the value of money
itseH is affected, by those alterations in the state of trade _hich
arises from alterations either in the demand and supply of com-
modities, or in their cost of production. It remains to consider the
alterations in the state of trade which originate not in commoditieJ
but in money.

Gold and silver may vary like other things, though they are not
ao likely to vary as other things, in the_ cost of production. The
demand for them in foreign countries may also vary. It may
increase, by augmented employment of the metals for purposes Of
art and ornament, or because the increase of production and of
transactions has created a greater amount ofbusinesstobe done by

the c_rcula_ng medium. It may diminish, for the opposite reasons ;
or from the extensionofthe economizingexpedientsby which the

use of metallic money is partially dispensed with. These changes
act upon the trade between other countries and the mining countries,
and upon the value of the precious metals, according to the general
laws of the value of imt,o_r_] commodities : which have been Nt

torth in the previotm chaptem with sut_cient fulneas.
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What I propose to examine in the present chapter, is not those
ch_umstances affecting money, which alter the permanent con-
ditions of its value ; but the effects produced on international trade
by casual or temporary variations in the value of money, which have
no connexion with any causes affecting its permanent value. This
is a subject of importance, on account of its bearing upon the
practical problem which has excited so much discussion for sixty
years past, the regulation of the currency.

§ 2. Let us suppose in any country a circulating medium purely
metallic, and a sudden casual increase made to it ; for example, by
bringing into circulation hoards of treasure, which had been con-
cealed in a previous period of foreign invasion or internal disorder.
The natural effect would be a rise of prices. This would check
exports, and encourage imports ; the imports would exceed the
exports, the exchanges would become unfavourable, and the newly
acquired stock of money would diffuse itself over all countries with
which the supposed country carried on trade, and from them,
progressively, through all parts of the commercial world. The
money which thus overflowed would spread itself to an equal depth
over all commercial countries. For it would go on flowing until
the exports and imports again balanced one another : and this (as
no change is supposed in the permanent circumstances of inter-
national demand) could only be, when the money had diffused itself
so equally that prices had risen in the same ratio in all countries,
so that the alteration of price would be for all practical purposes
ineffective, and the exports and imports, though at a higher money
valuation, would be exactly the same as they were originally. This
diminished value of money throughout the world (at least, if the
diminution was considerable) would cause a suspension, or at least
a diminution, of the annual supply from the m_nes': since the metal
would no longer command a value equivalent to its highest cost of
production. The annual waste would, therefore, not be fully made
up, and the usual causes of destruction would gradually reduce the
aggregate quantity of the precious metals to its former amount;
after which their production would recommence on its former scale.
The discovery of the treasure would thus produce only temporary
effects ; namely, a brief disturbance of international trade until the
treasure had disseminated itself through the world, and then a
temporary depression in the value of the metal, below that which
corresponds to the cost of producing or of obeying it; which
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depremion would gradually be corrected, by a temporarily diminished

production in the producing countries, and importation in the
importi,_gcountrie_

The same effects which would thus arise from the discovery of a
_easure, accompany the process by which bank notes, or any of
the other substitutes for money, take the place of the precious
metal_ Suppose that England possessed a currency wholly metallic
_f twenty millions sterling, and that suddenly twenty millions of
bank notes were sent into circulatiom If these were issued by
bankers, they would he employed in loans, or in the purchase of
securities, and would therefore create a sudden fall in the rate of

interest, which would probably send a great part of the twenty
millions of gold out of the country as capital to seek a higher rate of
intex_t elsewhere, before there had been time for any action on
prices. But we will suppose that the notes are not issued by bankers
or money-lenders of any kind, but by manufacturers, in the pay.
ment of wages and purchase of materials, or by the government hi
its ordinary expenses, so that the whole amount would be rapidly
carried into the markets for commodities. The following would be
the natural order of consequences. All prices would rise greatly.
Exportation would almost cease; importation would be pro-
digionsly stimulated. A great balance of payments would become
due, the exchanges would turn against England, to the full extent
of the cost of exporting money; and the surplus coin would pour
itself rapidly forth, over the various countries of the world, in the
order of their proximity, geographically and commercially, to Eng-
land. The e_ux would continue until the currencies of all countries

had come to a level ; by which I do not mean, until money became
of the same value everywhere, but until the di_erences were only
those which existed before, and which corresponded to permanent
ditterences in the cost of obtaining it. When the rise of prices had
extended itself in an equal degree to all countries, exports and imports
would everywhere revert to what they were at first, would balance
one another, and the exchanges would return to par. If such a sum
of money as twenty millions, when spread over the whole surface
of the commercial world, were sufficient to raise the general level

in a perceptible degree, the ettect would be of no long duration. No
alteration having occurred in the general conditions under which
the metals were procm_l, either in the world at large or in any part
of it, the reduced value would no longer be remunerating and the

supply from the mines would cease partially or wholly, until the
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twenty m_lious were absorbed ; * after which absorption, the
currencies of all countries would be, in quantity and in value, nearly
at their original level. I say nearly, for in strict accuracy there
would be a slight difference. A somewhat smaller annual supply
of the precious metals would now be required, there being in the

world twenty millions less of metallic money undergoing waste.
The equilibrium of payments, consequently, between the mining
countries and the rest of the world, would thenceforth require that
the mining countries should either export rather more of something
else, or import rather less of foreign commodities ; which implies a
somewhat lower range of prices than previously in the mining
countries, and a somewhat higher in all others ; a scantier currency
in the former, and rather fuller currencies in the latter. This effect,
which would be too trifling to require notice except for the illustra-
tion of a principle, is the only permanent change which would be

produced on international trade, .or on the value or quantity of the
currency of any country.

Effects of another kind, however, will have been produced.
Twenty millions, which formerly existed in the unproductive form
of metallic money, have been converted into what is, or is capable
of becoming, productive capital. This gain is at first made by
England at the expense of other countries, who have taken her
suporflnity d this costly and unproductive article off her hands,
giving for it an equivalent value in other commodities. By degrees
the loss is made up to those countries by diminished influx from the
mines, and fmally the world has gained a virtual addition of twenty
millione to its productive resources. Adam Smith's illustration,
though so well known, deserves for its extreme aptness to be once
more repeated. He compares the substitution of paper in the room
of the precious metals, to the construction of a highway through the
air, by which the ground now occupied by roads would become
available for agriculture. As in that case a portion of the soil, so
in this a part of the accumulated wealth of the country, would be
relieved from a function in which it was only employed in rendering
other soils and capitals productive, and would itself become applicable
to production; the ofllce it previously fulfilled being equally well
discharged by a medium which costs nothing.

• [1862] I am here suppling s state of things in which gold and sHv_
mining ares permanent branch of industry, carriedon under knownconditiona;
and not the present state of uncer_inty, in which gold-gathering is s game d
chance, prosecuted (for the present) in the spirit of an adventure, not in
that of a regular industris] im_uit_
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The value saved to the community by thus dispensing with
metallic money, is a elcar gain to those who provide the substitute,
They have the use of twenty millions of circulating medium which

have cost them only the expense of an engraver's plate. If they
employ this accession to their fortunes as productive capital, the
produce of the country is increased, and the community benefited,
as much as by any other capital of equal amount. Whether it is so
employed or not, depends, in some degree, upon the mode of issuing
it_ If issued by the government, and employed in paying off debt, it
would probably become productive capital. The government, how-

ever, may prefer employing this extraordinary resource in its ordinary
expenses ; may squander it uselessly, or make it a mere temporary
substitute for taxation to an equivalent amount ; in which last case
the amount is saved by the taxpayers at large, who either add it to
their capital or spend it as income. When paper currency is supplied,
as in our own country, by bankers and banking companies, the amount
is almost wholly turned into productive capital : for the issuers, being
at all times liable to be called upon to refund the value, are under the
strongest inducements not to squander it, and the only cases in
which it is not forthcoming are cases of fraud or mismanagement. A
banker's profession being that of a money-lender, his issue of notes
is a simple extension of his ordinary occupation. He lends the
amount to farmers, manufacturers, or dealers, who employ it in their
several businesses. So employed, it yields, like any other capital,
wages of labour and profits of stocl_ The profit is shared between
the banker, who receives interest, and a succession of borrowers.

mostly for short periods, who after paying the interest, gain a profit
in addition, or a convenience equivalent to profit. The capital
itself in the long run becomes entirely wages, and when replaced by
the sale of the produce, becomes wages again; thus affording a
perpetual fund, of the value of twenty millions, for the maintenance
of productive labour, and increasing the annual produce of the
country by all that can be produced through the means of a capital
of that value. To this gain must be added a further saving to the
eount_, of the annual supply of the precious metals necessary for
_pairing the wear and tear, and other waste, of a metallic currency.

The substitution, therefore, of paper for the precious metals.
should always be carried as far as is consistent with safety ; no
greater amount of metallic currency being retained than is necessary
to maintain, both in fact and in public belief, the convertibility of
the paper. A country with the extensive commercial relations of
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England k liable to be suddenly called upon for large foreign pay-
ments, sometimes in loans, or other investments of capital ablxm_l,
sometimes as the price of some unusual importation of goods, the
most frequent case being that of large importations of food conse-
quent on a bad harvest. To meet such demands it is necessary that
there should be, either in circulation or in the coffers of the banks,
coin or bullion to a very considerable amount, and that this, when
drawn out by any emergency, should be allowed to return after the
emergency is past. But since gold wanted for exportation is almost
invariably drawn from the reserves of the banks, and is never likely
to be taken directly from the circulation while the banks remain
solvent, the only advantage which can be obtained from retaining
partially a metallic currency for daily purposes is that the banks
may occasionally replenish their reserves from it.

§ 3. When metallic money had been entirely superseded and
expelled from circulation, by the substitution of an equal amount of
bank notes, any attempt to keep a still further quantity of paper
in circulation must, if the notes are convertible, be a complete failure.
The new issue would again set in motion the same train of conse-
quences by which the gold coin had already been expelled. The
metals would, as before, be requiredfor exportation, and would be for
that purpose demanded from the banks, to the _ extent of the
superfluous notes ; which thus could not possibly be retained in
circulation. If, indeed, the notes were inconvertible, there would
be no such obstacle to the increase of their quantity. An inconver-
tible paper acts in the same way as a convertible, while there remains
any coin for it to supersede : the difference begins to manifest itself
when all the coin is driven from circulation (except what may be
retained for the convenience of small change), and the issues still
go on increasing. _'nen the paper begins to exceed in quantity
the metallic currency which it superseded, prices of course rise;
things which were worth 5l. in metallic money, become worth 6/.
in inconvertible paper, or more, as the case may be. But this rise of
price will not, as in the cases before examlned, stimulate import,
and discourage export. The imports and exports axe determined
by the metallic prices of things, not by the paper prices : and it is
only when the paper is exchangeable at pleasure for the metals that
paper prices and metallic prices must correspond.

Let us suppose that England is the country which has the depr_
elated paper. Suppose that some English pzoduction could be
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bought, while the currency was still metallic, for 51., and sold in
Ft_mce for 51. 10s., the difference covering the expense and risk,
and affordln_ a profit to the merchant. On account of the depre-
ciation this commodity wilt now cost in England 6/., and cannot be
sold in France for more than 5/. 10s., and yet it will be exported as
before. Why ? Because the 5L 10s., which the exporter can get for
it in France, is not depreciated papers but gold or silver: and since
in England bullion has risen, in the same proportion with other

thin.--if the merchant brings the gold orsflver to England_ he can
_11 his 5/. los. for 6/. 12s., and obtain as before 10 per cent for profit
and expenses.

It thus appears, that a depreciation of the currency does not affect
the foreign trade of the country : this is carried on precisely as if the
currency maintained its value. But though the trade is not affected,
the exchanges are. When the imports and exports are in equili-
brium, the exchange, in a metallic currency, would be at par; a
bill on France for the equivalent of five sovereigns, would be worth
five sovereigns. But five sovereigns, or the quantity of gold con-
tained in them, having come to be worth in England 6l., it follows
that a bill on France for 5L will be worth 6l. When, therefore,

the re.a/exchange is at pax,there will be a nominal exchange against
the country, of as much per cent as the amount of the depreciation.
If the currency is depreciated 10, 15, or 20 per cent, then in whatever
way the real exchange, arising from the variations of international
debts and credits, may vary, the quoted exchange will always di_er
10, 15, or 20 per cent from it. However high this nominal premium
may be, it has no tendency to send gold out of the country, for the
purpose of drawing a bill against it and profiting by the premium ;
because the gold se sent must be procured, not from the banks and
at par, as in the case of a convertible currency, but in the market
at an advance of price equal to the premium. In such cases, instead
of saying that the exchange is unfavourable, it would be a more
correct representation to say that the par has altered, since there is
now _equired a larger quantity of English currency to be equivalent
to the same quantity of foreign. The exchanges, however, continue
to be computed according to the metallic par. The quoted exchanges,
therefore, when there is a depreciated currency, are compounded of
two elements or factors ; the real exchange, which follows the varia-
tiona of international payments, and the nominal exchange, which
varies with the depreciation of the currency, hut which, while there is
any depreciation at all, must always be unfavourable. Since the
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amount of depreciation is exactly measured by the degree in which
the market price of bullion exceeds the Mint valuation, we have s

sure criterion to determine what portion of the quoted exchange,
being referable to depreciation, may be struck off as nominal ; the
result so corrected expressing the real exchange.

The same disturbance of the exchanges and of international
trade, which is produced by an increased issue of convertible bank
notes, is in like manner produced by those extensions of credit,
which, as was so fully shown in a preceding chapter, have the same
effect on prices as an increase of the currency. Whenever circum-
stances have given such an impulse to the spirit of speculation as to

occasion a great increase of purchases on credit, money prices rise,
just as much asthey would have risen if each person who so buys on
credit had bought with money. All the effects, therefore, must be
_lilar. As a consequence of high prices, exportation is checked
and importation stimulated ; though in fact the increase of importa-
tion seldom waits for the rise of prices which is the consequence of
speculation, inasmuch as some of the great articles of import are
usually among the things in which speculative ove_mding first
shows itself. There is, therefore, in such periods, usually a great
sxcess of imports over exports ; and when the time comes at which
these must be paid for, the exchanges become unfavourable, and
gold flows out of the country. In what precise manner this emux
of gold takes effect on prices, depends on circumstances of which we
shall presently speak more fully; but that its e_ect is to make
them recoil downwards, is certain and evident. The recoil, once
begun, generally becomes a total rout, and the unusual extension
of credit is rapidly exchanged for an unusual contraction of it.
Accordingly, when credit has been imprudently stretched, and the
speculative spirit carded to excess, the turn of the exchanges,
and consequent pressure on the banks to obtain gold for exportation,
are generally the procreate cause of the catastrophe. But these
phenomena, though a conspicuous accompaniment, are no essential
part d the collapse of credit called a commercial crisis; which.
as we formerly showed,* might happen to as great an extent, and is
quite as likely to happen, in a country, ff any such there we.'_,
altogether destitute d foreign trade.

* Supra, pp. 525-7.
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or rsl _ or i_T,eRr_r

| I. TRm present seems the most proper place for ¢Iiscueslng
the circumstances which determine the rate of interest. The interest
of loans, being really a question of exchange value, falls naturally
into the present division of our subject: and the two topics of
Currency and Loans, though in themselves distinct, are so intimately
blended in the phenomena of what is called the money market,
that it is impossible to understand the one without the other, and in
many minds the two subjects are mixed up in the most inextricable
©onfusion.

In the preceding Book * we defined the relation in which interest
stands to profit. We found that the gross profit of capital might
bedistinguished into three parts, which are respectively the remuner
ation for risk, for trouble, and for the capital itself, and may be
t_rmed insurance, wages of superintendence, and interest. After
making compensation for risk, that is, after covering the average
lo_es to which capital is exposed either by the general circumstances
of society or by the hazards of the particular employment, there
remains a surplus, which partly goes to repay the owner of the capital
for his abstinence, and partly the employer of it for his time and
trouble. How much goes to the one and how much to the other, is
ehewn by the amount of the remuneration which, when the two
functions are separated, the owner of capital can obtain from the
_mployer for its use. This is evidently a question of demand and
supply. Nor have demand and supply any different meaning or
effect in this case from what they have in all others. The rate of
interest will be such as to equalize the demand for loans with the
supply of them. It will be such, that exactly as much as some
people are desirous to borrow at that rate, others shall be willing

• Supra,bookii. ok xv. | 1.



638 BOOKHI- CHAPTEEXXHL j 2

to lend. H there is more offered than demanded, interest will
fall; if more is demanded than offered, it will rise; and, in both
cases, to the point at which the equation of supply and demand ia
re-established.

Both the demand and supply of loans fluctuate more inces-
santly than any other demand or supply whatsoever. The fluctua-
tions in other things depend on a limited number of influencing
circumstances ; but the desire to borrow, and the willingness to
lend, are more or less influenced by every circumstance which
affects the state or prospects of industry or commerce, either gener-
ally or in any of their branches. The rate of interest, therefore,
on good security, which alone we have here to consider (for interest
in which considerations of risk bear a part may swell to any amount)
is seldom, in the great centres of money transactions, precisely the
same for two days together; as is shown by the never-ceasing
variations in the quoted prices of the funds and other negotiable
eecurities. Nevertheless, there must be, as in other cases of value,
some rate which (in the language of Adam Smith and Ricardo) may
be called the natural rate ; some rate about which the market rate
oscillates, and to which it always tends to return. This rate partly
depends on the amount of accumulation going on in the hands of
persons who cannot themselves attend to the employment of their
savings, and partly on the comparative taste existing in the com-
mtmity for the active pursuits of industry, or for the leisure, ease,
and independence of an annuitant.

§ 2. To exclude casual fluctuations, we will suppose commerce
to be in a quiescent condition, no employment being unusually pros-
perous, and none particularly distressed. In these circumstances,
the more thriving producers and traders have their capital fully
employed, and many are able to transact business to a considerably
greater extent than they have capital for. These are naturally
borrowers : and the amount which they desire to borrow, and can
obtain credit for, constitutes the demand for loans on account of
productive employment. To these must be added the loans required
by Government, and by landowners, or other unproductive con-
munars who have good security to give. This constitutes the mare
of loans for which there is an habitual demand.

Now it is conceivable that there might exist, in the hands _t
persons disinclined or disqualified for engaging personally in b,_inem.
a ma_ of capital equal to, and even exceeding, this demand. In that
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case there would be an habitual excess of competition on the part of
lenders, and the rate of interest would bear a low proportion to the
rate of profit. Interest would be forced down to the point which
would either tempt borrowers to take a greater amount of loans
than they had a reasonable expectation of being able to employ
in their business, or would so discourage a portion of the lenders,
as to make them either forbear to accumulate, or endeavour to
increase their income by engaging i_ business on their own
account, and incurring the risks, if not the labours, of industrial
employment.

On the other hand, the capital owned by persons who prefer
lending it at interest, or whose avocations prevent them from
personally superintending its employment, may be short of the
habitual demand for loans. It may be in great part absorbed by the
investments afforded by the public debt and by mortgages, and the
remainder may not be sufficient to supply the wants of commerce.
If so, the rote of interest will be raised so high as in some way to
re-establish the equl_brium. When there is only a small difference
between interest and profit, many borrowers may no longer be willing
to increase their responsibilities and involve their credit for so small
a remuneration: or some who would otherwise have engaged in
buRineas,may prefer leisure, and become lenders instead of borrowers,
or others, under the inducement of high interest and easy investment
for their capital, may retire from business earlier, and with smaller
fortunes, than they otherwise would have done. Or, lastly, there
is another process by which, in England and other commercial coun-
trim, a large portion of the requisite supply of loans is obtained.
Instead of its being afforded by persons not in business, the affording
it may itself become a business. A portion of the capital employed
in trade may be supplied by a claes of professional money lenders.
These money lenders, however, must have more than a mere interest ;
_hey must have the ordinary rate of profit on their capital, risk and
all other circumstances being allowed for. But it can never answer
to any one who borrows for the purposes of his business, to pay a
full profit for capital from which he will only derive a full profit :
and money-lending, as an employment, for the regular supply of
trade, cannot, therefore, be carried on except by persons who, in
addition to their own capital, can lend their credit, or, in other words,
the capital of other people : that is, bankers, and persons (such as
bill-brokers) who are virtually bankers, since they receive money in
deposit. A bank which lends its notes, lends capital which it bo_owl
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from the community, and for which it pays no interest. A bank el
deposit lends capital which it collects from the community in small
parcels; sometimes withou(: paying any interest, as is the case
with the London private bankers ; and if, like the Scotch, the joint
stock, and most of the country banks, it does pay interest, it still
pays much less than it receives ; for the depositors, who in any other
way could mostly obtain for such small balances no interest worth
taking any trouble for, are glad to receive even a little. Having this
subsidiary resource, bankers are enabled to obtain, by lending at
interest, the ordinary rate of profit on their own capital. In any
other manner, money-lending could not be carried on as a regular
mode of business, except upon terms on which none would consent
to borrow but persons either counting on extraordinary profits, or
in urgent need : unproductive consumers who have exceeded their
means, or merchants in fear of bankruptcy. The disposable capital
deposited in banks ; that represented by bank notes ; the capital of
bankers themselves, and that which their credit, in any way in which
they use it, enables them to dispose of; these, together with the
funds belonging to those who, either from necessity or preference,
live upon the interest of their property, constitute the general loan
fund of the country : and the amount of this aggregate fund, when
set against the habitual demands of producers and dealers, and those
of the Government and of unproductive consumers, determines the
permanent or average rate of interest ; which must always be such
as to adjust these two amounts to one another.* But while the whole
d this mass of lent capital takes effect upon the _ rate of
interest, the//t_uat/ons depend almost entirely upon the portion
which is in the hands of bankers ; for it is that portion almost exclu-
sively which, being lent for short times only, is continually in ths
market seelrlng an investment_ The capital of those who live on the
interest d their own fortunes, has generally sought and found
some fixed investment, such u the public iunds, mortgages, or the

* I do not include in the general loan fund of the country the eapitak,
largo as they sometimes are, which are habitually employed in q_oulatively
buying and selling the public funds and other securitieL It is true that all
who buy l_curitie_ add, for the time, to the general amount of money on loan,
and lower pro _ the rate of interest. But as the persont 1%_ak of buy
only to sell again at a higher price, they are alternately in the petition of lenders
and of borrowers: their operations raise the rate of interest at one time, exactly
as much M they lower it at another. Like all persons who buy and sell on
speculation, theirfunction is to equalize, not to raise or lower, the value of tim
commodity. When they speculate prudently, they temper the flnetuatiommo_
l)rice ; when imprudently, they often aggravate them.
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bonds of public companies, which investment, except under peculiar
temptations or necessities, is not changed.

§ 3. Fluctuations in the rate of interest arise from variations

either in the demand for loans, or in the supply. The supply is
liable to variation, though less so than the demand. The willing
nero to lend is greater than usual at the commencement of a period
of speculation, and much less than usual during the revulsion which
follows. In speculative times, money-lenders as well as other people
are inclined to extend their business by stretching their credit;
they lend more th_n usual (just as other classes of dealers and

producers employ more than usual) of capital which does not belong
to them. Accordingly, these are the times when the rate of interest
is low ; though for this too _as we shah hereafter see) there are other

cans_. During the revulsion, on the contrary, interest always
rises inordinately, because, while there is a most pressing need on the
part of many persons to borrow, there is a general disinclination to
lend. This disinclination, when at its extreme point, is called a
panic. It occurs when a succession of unexpected failures has
created in the mercantile, and sometimes also in the non-mercantile

public, a general distrust in each other's solvency ; disposing every
one not only to refuse fresh credit, except on very onerous terms,
but to call in, if possible, all credit which he has already given.
Dspo_ts are withdrawn from banks ; notes are returned on the
issuers in exchange for specie ; bankers raise their rate of discount,
and withhold their customary advances; merchants refuse to renew
mercantile bills. At such times the most calamitous consequence_
were formerly experienced from the attempt of the law to prevent
more than a certain limited rate of interest from being given or taken.
Persons who could not borrow at five per cent, had to pay, not six
or seven, but ten or fifteen per cent, to compensate the lender for
risking the penalties of the law : or had to sell securities or goods
for ready money at a still greater sacrifice.

In the intervals between commercial crises, there is usually a
tendency in the rate of interest to a progressive decline, from the
gradual process of accumulation: which process, in the great
commercial countries, is sufficiently rapid to account for the almost
periodical recurrence of these fits of speculation ; since, when a few
years have elapsed without a crisis, and no new and tempting

channel for investment has been opened in the meantime, there is
always found to have occurred in those few years so large an increas_

Y
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of capital seeking investment, as to have lowered eonsiderabty
the rate of interest, whether indicated by the prices of securities
or by the rate of discount on bills ; and this diminution of interest
tempts the possessor to incur hazards in hopes of a more considerable
retu/_n.

z The rate of interest is, at times, atiected more or less permanently
by circumstances, though not of frequent, yet of occasional occur-
rence, which tend to alter the proportion between the class of interest-
receiving and that of profit-receiving capitalists. Two causes of
this description, operating in contrary ways, have manifested them-
selves of late years, and are now producing considerable effects in
England. One is the gold discoveries. The masses of the precious
metals which are constantly arriving from the gold countries, are,
it may safely be said, wholly added to the hinds that supply the
loan market. So great an additional capital, not divided between
the two classes of capitalists, but aggregated bodily to the capital of
the interest-reeeiving class, disturbs the pre-existing ratio between
the two, and tends to depress interest relatively to profit. Another
eircum_tance of still more recent date, but tending to the contrary
effect, is the legalization of joint-stock associations with limited
liability. The shareholders in these associations, now so rapidly
multiplying, are drawn almost exclusively from the lending class ;
from those who either left their disposable funds in deposit, to be
lent out by bankers, or invested them in public or private securities,
and received the interest. To the extent of their shares in any of
these companies (with the single exception of bant_ng companies)

they have become traders on their own capital ; they have ceased
to be lenders, and have even, in most cases, passed over to the class
of borrowers. Their subscriptions have been abstracted from the
funds which feed the loan market, and they themselves have become
competitors for a share of the remainder of those funds : of all which
the natural effect is a rise of interest. And it would not he surpris-
ing if, for a considerable time to come, the ordinary rate of interest
in England should hear a higher proportion to the common rate of
mercantile profit, than it has berne at any time since the influx of
new gold set in.*

i [This paragraph and the seeompanying note were added in the 6th ed.
(ls65),]

* [1865]To the_,tmeof _ugment_tionin ther_te of interest,mentionedin
the tezt, must be added s_otber, forcibly insisted on by the author of an able
_ticle in the Edlnb_gh Ree/ew forJanuary, 1865; theinoreased and
willingrmmtosendospitAlabroadforinvestment_ Owingtotlmvastlyaugmvnted
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The demand for loans varies much more largely than the supply,
and embraces longer cycles of yearn in its aberrations. A time of
war, for example, is a period of unusual drafts on the loan market,
The Governments at such times, generally incurs new loans, and as
these usually succeed each other rapidly as long as the war lasts,

the general rate of interest is kept higher in war than in peace,
without reference to the rate of profit, and productive industry is
stinted of its usual supplies. During part of the last war with France,
the Government could not borrow under six per cent, and of course
all other borrowers had to pay at least as muclL Nor does the influ-
ence of these loans altogether cease when the Government ceases to
contract others ; for those already contracted continue to afford an
investment for a greatly increased amount of the disposable capital
of the country, which if the national debt were paid off, would be
added to the mass of capital seeking investment, and (independently
of temporary disturbance) could not but, to some extent, permanently
lower the rate of interest.

The same effect on interest which is produced by Governmen_
loans for war expenditure, is produced by the sudden opening of any
new and generally attractive mode of permanent investment. The
only instance of the kind in recent history on a scale comparable
to that of the war loans, is the absorption of capital in the construc-
tion of railways. This capital must have been principally drawn
from the deposits in banks, or from savings which would have gone
into deposit, and which were destined to be ultimately employed
in buying securities from persons who would have employed the
pamhase money in discounts or other loans at interest : in either
case, it was a draft on the general loan fund. It is, in fact, evidentj
that unless savings were made expressly to be employed in railway
adventure, the amount thus employed must have been derived either

from the actual capital of persons in business, or from capital which
would have been lent to persons in business. In the first case, the
subtraction, by crippling their means, obliges them to be largel
borrowem ; in the second, it leaves less for them to borrow ; in
either case it equally ten& to rake the rate of interest.

facilities of access to foreign oountrlm, and the abundant information [noes.
santly received from them, foreigninvestments h_ve ceased to inspire the terror
that belong8 to the unknown ; capital flows, without misgiving, to any place
which affordsan expectation of high ]profit; a_udthe loan market of the who]e
oommercial world iJ rapidly becoming one. 'J[_herate of interest_therefore, in
the part of the world out of which capital most i:eoly flo.ws,csnno_ any longer

so muoh inferior to the rate elsewhere, as it has hitherto been.
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| 4. t I have, thus far, considered loans, and the rote of interest_
as a matter which concerns capital in general, in direct opposition
to the popular notion, according to which it only concerns money.
In loans, as in all other money transactions, I have regarded the
money which passes, only as the medium, and commodities as the
thing really transferred--the real subject of the transaction. And
this is, in the main, correct : because the purpose for which, in the
ordinary course of affairs, money is borrowed, is to acquire a pur-
chasing power over commodities. In an industrious and commercial
country, the ulterior intention commonly is, to employ the com-
modities as capital : but even in the case of loans for unproductive
consumption, as those of spendthrifts, or of the Government, the
amount borrowed is taken from a previous accumulation, which
would otherwise have been lent to carry on productive industry;
it is, therefore, so much sabtracted from what may correctly be
called the amount of loanable capital.

There is, however, a not unfrequent case, in which the purpose
of the borrower is different from what I have here supposed. He
may borrow money, neither to employ it as capital nor to spend it
unproductively, hut to pay a previous debt. In this case, what he
wants is not purchasing power, but legal tender, or something which
a creditor will accept as equivalent to it. His need is specifically
for money, not for commodities or capital. It is the demand arising
from this cause, which produces almost all the great and sudden
variations of the rate of interest. Such a demand forms one of the

earliest features of a commercial crisis. At such a period, many

persons in business, who have contracted engagements, have been
prevented by a change of circumstances from obtaining in time the
means on which they calculated for f_llfilling them. These means
they must obtain at any sacrifice, or submit _to bankruptcy; and
what they must have is money. Other capital, however much of it
they may possess, cannot answer the purpose unless money can
first be obtained for it ; while, on the contrary, without any increase

of the capital of the country, a mere increase of circulating instru-
ments of credit (be they of as little worth for any other purpose as
the box of one pound notes discovered in the vaults of the Bank of
England during the panic of 1825) will effectually serve their turn
if only they are allowed to make use of it. An increased issue of
notes, in the form of loans, is all that is required to satisfy the

i [The _ tinge paragraphs of _ _otion were added in the 6th od.
0SS5_I
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demand, and put an end to the accompanying panic. But although,
in this case, it is not capital, or purchasing power, that the borrower
needs, but money as money, it is not only money that is transferred
to him. _he money carries its purchasing power with it wherever it
goes ; and money thrown into the loan market really does, through
its purchasing power, turn over an increased portion of the capital
of the country into the direction of loans. Though money alone
was wanted, capital passes ; and it may still be said with truth that
it is by an addition to loanable capital that the rise of the rate of
interest is met and corrected.

Independently of this, however, there is a real relation, which
it is indispensable to recognise, between loans and money. Loan-
able capital is all of it in the form of money. Capital destined directly
for production exists in many forms; but capital destined for
lending exists normally in that form alone. Owing to this circum-
stance, we should naturally expect that among the causes which
aftect more or less the rate of interest, would be found not only
causes which act through capital, but some causes which act, directly
at least, only through money.

1 The rate of interest bears no necessary relation to the quantity
or value of the money in circulation. The permanent amount of
the circulating medium, whether great or small, affects only prices ;
not the rate of interest. A depreciation of the currency, when it has
become an accomplished fact, affects the rate of interest in no
manner whatever. It diminishes indeed the power of money to
buy commodities, but not the power of money to buy money. I,
a hundred pounds will buy a perpetual annuity of four pounds a
year, a depreciation which makes the hundred pounds worth only
half as much as before, has precisely the same effect on the four
pounds, and cannot therefore alter the relation between the two.
The greater or smaller number of counters which must be used to
express a _ven amount of real wealth, makes no difference in the
position or interests of lenders or borrowers, and therefore makes no
dif[erence in the demand and supply of loans. There is the same
amount of real capital lent and borrowed ; and if the capital in the

hands of lenders is represented by a greater number of pounds
sterling, the same greater number of pounds sterling will, in con-
sequence of the rise of prices, be now required for the purposes to
which the borrower8 intend to apply them.

I [The text of this and the next seven paragraphs is an ell_Lnsien in the
6th _ (18_5) of two paragraphs of the earlier editions.]
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But though the greater or less quantity of money makes in itself
no difference in the rate of interest, a change from a tess quantity to

a greater, or from a greater to a less, may and does make a difference

Suppose money to be in proemm of depreciation by means of an
inconvertible currency, issued by a government in payment of ira
expense_ This fact will in no way dlmlniRh the demand for real
_apital on loan; but it will diminish the real capital loanable,
because, this existing only in the form of money, the increase of
quantity depreciates it. Estimated in capital, the amount offered
is less, while the amount required is the same as before. Estimated

in currency, the amount offered is only the same as before, while the
amount required, owing to the rise of prices, is greater. Either
way, the rate of interest must rise. So that in this case increase
of currency really affects the rate of interest, but in the con-
trary way to that which is generally supposed ; by raising, not by
lowering it.

The reverse will happen as the effect of cMling in, or d_miuiRhing

in quantity, a depreciated currency. The money in the hands of
lenders, in common with all other money, will be enhanced in value,
that is, there will be a greater amount of real capital ezeldng
borrowers ; while the real capital wanted by borrowers will be only
the same as before, and the money amount less : the rate of interest,
therefore, will tend to fall.

We thus see that depreciation, merely as such, while in process
of taking place, tends to raise the rate of interest : and the expecta-
tion of further depreciation adds to this effect ; because lenders who
expect that their interest will be paid, and the principal perhaps
redeemed, in a less valuable currency than they lent, of course
require a rate of interest sufficient to cover this contingent
loss.

But this effect is more than counteracted by a contrary one,
when the additional money is thrown into circulation not by pur-
chases but by loans. In England, and in most other commercial
countries, the paper currency in common use, being a currency

provided by bankers, is all issued in the way of loans, except the
part employed in the purchase of gold and silver. The same opera-
tion, therefore, which adds to the currency also adds to the loans :
the whole ineaease of currency in the first instance swells the loan
market. Considered as an addition to loans it tends to lower interest,

more than in its character of depreciation it tends to raise it ; for
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the former effect depends on the ratio which the new money bears
to the money lent, while the latter depends on its ratio to all the
money in circulation. An increase, therefore, of currency issued
by banks, tends, while the process continues, to bring down or to
keep down the rate of interest. A Airnil_reffect is produced by the
increase of money arising from the gold discoveries; almost the
whole of which, as already noticed, is, when brought to Europe,
added to the deposits in banks, and consequently to the amount of
loans; and when drawn out and invested in securities, liberates
an equivalent amount of other loanable capital The newly-arrived
gold can only get itself invested, in any given state of business, by
lowering the rate of interest ; and as long as the influx continues, it
cannot fail to keep interest lower than, all other eir_r_tances being
gupposed the same, would otherwise have been the case.

As the introduction of additional gold and silver, which goes into
the loan market, tends to keep down the rate of interest, so any
considerable abstraction of them from the country invariably raises
it ; even when occurring in the course of trade, as in paying for the
extra importations caused by a bad harvest, or for the high-priced
cotton which, under the influence of the American civil war, was
imported from so m_ny parts of the world. The money required
for these paymente is taken in the first instance from the deposite in
the hands of bankers, and to that extent starves the fund that
sapplies the loan market.

The rate of interest, then, depends essentially and permanently
on the comparative amount of real capital offered and demanded
in the way d loan; but is subject to temporary disturbanc_ of
various sorts from increase and diminution of the circulating
medium ; which derangements are somewhat intricate, and some-
times in direct oppnsition to first appearances. All these distinctions
ere veiled over and confounded, by the unfortunate misapplication of
language which designates the rate of interest by a phrase (" the
value of money ") which properly expresses the purchasing power
of the circulating medium. The public, even mercantile, habitually
fancies that ease in the money market, that is, facility of borrowing
st low interest, is proportional to the quantity of money in eircula-
tiom Not only, therefore, are b_nlr notes supposed to produce
effects as cun_ney, which they only produce as loans, but attention
is habitually diverted from effects similar in kind and much greater
in degree, when produced by an action on loans which does not
imppen to be accompanied by any action on the currency.
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For example, in considering the effect produced by the proceedingl
of banks in encouraging the excesses of speculation, an immense
effect is usually attributed to their issues of notes, but until of late

hardly any attention was paid to the management of their deposits ;
though nothing is more certain than that their imprudent extensions

of credit take place more frequently by means of their deposits than
of their issues. "There is no doubt," says Mr. Tooke,* "that
banks, whether private or joint stock, may, if imprudently con-
ducted, minister to an undue extension of credit for the purpose of
speculations, whether in commoditiee, or in over-trading in exports
or imports, or in building or mining operations, and that they have
so ministered not unfrequently, and in some cases to an extent

ruinous to themselves, and without ultimate benefit to the parties
to whose views their resourc_ were made subservient." But,
"supposing all the deposits received by a banker to_ be in coin, is
he not, just as much as the issuing banker, exposed to the im-
portuuity of customers, whom it may be impolitic to refuse, for
loans or discounts, or to be tempted by a high interest ? and may
he not be induced to encroach so much upon his deposits as to leave
him, under not improbable circumstances, unable to meet the
demands of his depositors ? In what respect, indeed, would the
case of a b_nlrer in a periectly metallic circulation differ from that
of a London banker at the present day ? He is not a creator o!
money, he cannot avail himself of his privilege as an issuer in aid o|
his other buRiness, and yet there have been lamentable instanoss
of London bankers issuing money in excel."

In the discussions, too, which have been for so many years carried
on respecting the operations of the Bank of England, and the effects
produced by those operations on the state of credit, though for
nearly half a century there never has been a commercial crisis which
the Bank has not been strenuously accused either of producing or of
aggravating, it has been almost universally assumed that the influ-
ence of its acts was felt only through the amount of its notes in
circulation, and that if it could be prevented from exercising any
discretion as to that one feature in its position,it would no longer
have any power liable to abuse. This at least is an error which, after
the experience of the year 1847, we may hope has been committed
for the last time. During that year the hands of the bank were
absolutely tied, in its character of a bank of issue ; but through its

* Inqsiry into tl_ _ Pri_, eh. xiv.
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operations as a bank of deposit it exercised as great an influence, c_
apparent influence, on the rate of interest and the state of credit, as
at any former period ; it was expose1 to as vehement accusations
of abusing that influence; and a crisis occurred, such as few
that preceded it had equalled, and none perhaps surpassed2 in
inten_ty.

§ 5. Beforequittingthe generalsubiectofthischapter,I will
make the obvious remark, that the rate of interest determines the

value and price of all those saleable articles which are desired and
bought, not for themselves, but for the income which they are
capableofyielding.The publicfunds,sharesin joint-stockcom-

panies,and alldescriptionsofsecurities,areata high priceinpro-

portionas the rateof interestislow. They are soldat the price

which willgivethe market rateofintereston the purchasemoney,

with allowancefor alldifferencesin the riskIncurred,or in any

circumstanceofc_nvenience.Exchequer bills,forexample,usually
sell at a higher price than consols, proportionally to the interest
which they yield ; because, though the security is the same, yet the
former being annually paid of[ at par unless renewed by the holder_
the purchaser (unless obliged to sell in a moment of general emer-
gency), is in no danger of losing anything by the resale, except the
premium he may have paid.

The price of land, mines, and all other fixed sources of income,
depends in like manner on the rate of interest. Land usually sells
at a higher price, in proportion to the income afforded by it, than
the public funds, not only because it is thought, even in this country,
to be somewhat more secure, but because ideas of power and dignity
are associated with its possession. But these differences are constant,
or nearly so; and in the variations of price, land follows, cage_
pa_, the permanent (though of course not the daily) variations
of the rate of interest. When interest is low, land will naturally
be dear ; when interest is high, land will be cheap. The last long
war presented a striking exception to th_ rnle, alnce the price of
land as well as the rate of interest was then remarkably high. For
this, however, there was a special cause. The continuance of a
very high average price of corn for many ycam had raised the rent
of land even more than in proportion to the rise of interest and fall
of the selling price of fixed incomes. Had it not been for this accident,
chiefly dependent on the seasons, land must have sustained as
great a depreciation in value as the public funds : which it probably

Y2
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would do, were a similar war to break out hereafter; to the signal
disappointment of those landlords and farmers who, genera_lizlng
from the casual cir_lmsd_ances of a remarkable period, so long
persuaded themselves that a state of war was peculiarly advan-
tageous, and a state of peace disadvantageout, to what they chc_ te
call the interestaof agriculture.
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07 _ REGULATION OF A CONVERTIBLE pAPER CURRENCY

§ 1. Tn_ frequent recurrence during the last half century of
the painfld series of phenomena called a commercial crism, has
directed much of the attention both of economists and of practical
politicians to the contriving of expedients for averting, orl at the
least, mitigating its evilL And the habit which grew up during
the era of the Bank restriction, of ascribing all alterations of high
and low prices to the issues of banks, has caused inquirers in general
to fix their hopes of success in moderating those vicissitudes upon
schemes for the regulation of bank notes. A scheme of this nature,
after having obtained the sanction of high authorities, so far estab-
lished itself in the public mind, as to be, with general approba-
tion, converted into a law, at the renewal of the Charterof the Bank
of England in 1844 : and the regulation is still in force, though with
a great abatement of its popularity, and with its prcst/ge impaired
by three 1 temporary suspensions, on the _sponsibility of the
executive, the _liest little more than three years after its enact-
ment. It is proper that the merits of this plan for the regular/on of
a convertible bank note currency should be here considered. Before
touching upon the practical provisions of Sir Robert Pcel's Act of
1844, I shall briefly state the nature, and examine the grounds, of the
theory on which it is founded.

It is believed by many, that banks of issue universally, or the
Bank of England in particular, have a power of throwing their notes
into circulation, and thereby raising prices, arbitrarily; that this
power is only limited by the degree of moderation with which they
thlnl¢ fit to exercise it ; that when they increase their issues beyond
the usual amount, the rise of prices, thus produced, generates a
sl_rit of speculation in commodities, which carriesprices still higher,

! [8o fromthe 7th ed. (1871). In the original(1848): " a temporarym
pension" &e.; in the5th eel (1862): "two temporary.suspensions."]
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and ultimately causes a reaction and recoil, amounting in extreme
cases to a commercial crisis : and that every such crisis which has

occurred in this country within mercantile memory, has been either
or ginally produced by this cause, or greatly aggravated by it. To
this extreme length the currency theory has not been carried by the
eminent political economists who have given to a more moderate form
of the same theory the sanction of their names. But I have not
overstated the extravagance of the popular version; which is a
remarkable instance to what lengths a favourite theory will hurry,
not the closet students whose competency in such questions is often

treated with so much contempt, but men of the world and of business,
who pique themselves on the practical knowledge which they have
at least had ample opportunities of acquiring. Not only has this
fixed idea of the currency as the prime agent in the fluctuations of

price made them shut their eyes to the multitude of circumstances
which, by influencing the expectation of supply, are the true caus_
of almost all speculations, and of almost all fluctuations of price;
but in order to bring about the ehronologica, agreement required
by their theory between the variations of bank issues and those of
prices, they have played such fantastic tricks with facts and dates
as would be thought incredible, if an eminent practica, authority
had not taken the trouble of meeting them, on the ground of mere
history, with an elaborate exposure. I refer, as all conversant with
the subject must be aware, to Mr. Tooke's History of Prsces. The
result of Mr. Tooke's investigations was thus stated by himself, in
his examination before the Commons' Committee on the Bank

Charter question in 1832 ; and the evidences of it stand recorded in
his book : "In point of fact, and historically, as far as my researches
have gone, in every signal instance of a rise or fall of prices, the rise
or fall has preceded, and therefore could not be the effect of, an
enlargement or contraction of the bank circulation."

The extravagance of the currency theorists, in attributing almost
every rise or fall of prices to an enlargement or contraction of the
issues of bank notes, has raised up, by reaction, a theory the extreme
opposite of the former, of which, in scientific discussion, the most
prominent representatives are Mr. Tooke and Mr. Fullarton. This
counter-theory denies to bank notes, so long as their convertibility is
maintained, any power whatever of raising prices, and to banks any
power of increasing their circulation, except as a consequence of,
and in proportion to, an increase of the business to be done. This
last statement is supported by the unanimous assurances of all the
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eountry b_n_ere who have been examined before su_wlve Parlia-

mentary Committees on the subje_ They all bear testimony that
(in the words of Mr. Fullm_on *) "the amount of their i_ues is
exclusively regulated by the extent of local dealingsand expenditure
in their respective districts, fluctuating with the fluctuations o!
production and price, and that they neither can increase their issues
beyond the limits which the range of such dealings and expenditure
prescribes, without the certainty of having their notes immediately
returned to them, nor diminish them, but at an almost equal cer-
tainty of the vacancy being filled up from some other source."
From these premises it is argued by Mr. Tooke and Mr. Fullarton
that bank issues, since they cannot be increased in amount unless

there be an increased demand, cannot possibly r_se prices ; cannot
encourage speculation, nor occasion a commercial crisis ; and that
the attempt to guard against that evil by an artificial manage-
ment of the issue of notes is of no effect for the intended

purpose, and liable to produce other consequences extremely
calamitoua

§ 2. As much of this doctrine as rests upon testimony, and not
Ipon inference, appears to me inco_trovertible_ I give complete
credence to the assertion of the country bankers very clearly and
correctly condensed into a small compass in the sentence just quoted
from Mr. Fullarton. I am convinced that they cannot possibly
increase their issue of notes in any other circumstances than those
which are there stated. I believe, also, that the theory, grounded
by Mr. Fullarton upon this fact, contains a ]arge portion of truth,
and is far nearer to being the expressiou of the whole truth than
any form whatever of the currency theory.

There are two states of the markets : one which may be termed

the quiescent state, the other the expectant, or speculative, state.
The first is that in which there is nothing tending to engender in any
considerableportionofthemercantilepublica desiretoextendtheir
operatloua The producers produce and the dealel_ purchase only
their nsual stocks, having no expectation of a more than usually rapid
vent for them. Each person transacts his ordinary amount of
busing, and no more ; or increases it only in correspondence with
the increase of his capital or connexion, or with the gradual growth
ot the demand for his commodity, oecamoned by the public prosperity

* J+e¢ld_/omof_ IX 85.
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Not meditati_ any unmmal extendon of their own operations,
producem and dealers do not need more than the usual accom-
modation from bankers and other money lendera ; and ms it is only
by extending theix loans that bankers increase their issues, none
but a momentary angment_fion of issues is in these circnmRtmioss
posfible_ H at a certain time of the year a portion of the public
have larger payments to make than at other times, or if an indi-
vidual, undersome peculiaz exigency, requires an extra advance, they
may apply for more bank notes, and obtain them; but the notes
will no more remain in circulation th_n the extra quantity of Bank
of England notes which are issued once in every three months in pay-
ment of the dividends. The person to whom, after being borrowed,
the notes are paid away, has no extra payments to make, and no
pecnli_r exigency, and he keeps them by him unused, or sends them
into deposit, or repays with them a previous advance made to him by
some banl_er : in any case he does not buy commodities with them,
since by the supposition there is nothing to induce him to lay in a
larger stock of commodities than before. 1Even if we suppose, as
we may do, that bankers create an artificial increase of the demand
for loans by offering them below the market rate of interest, the notes
they issue will not remain in circulation; for when the borrower,
having completed the transaction for which he availed himself of
them, has paid them away, the creditor or dealer who receives them,
having no demand for the immediate use of an extra quantity of
notes, sends them into deposit. In this case, therefore, there can be
no addition, at the discretion of bankers, to the genexal circulating
medium : any increase of their issues either comes back to them, or
reln_in_ idle in the hands of the public, and no rise takes place in
prices.

But there is another state of the markets, stril_ingly contrasted
with the preceding, and to this state it is not so obvious that the
theory of Mr. Tooke and Mr. Fuiiarton is applicable ; namely, when
an impression prevails, whether well founded or groundlem, that the
supply of one or more great articles of commerce is likely to fall
short of the ordinary consumptiem In such cire-mataneee all
personRcolmected with thoso commodities deeizetoextendtheiz
operations.The producersorimportersdesiretoproduceorimpo_
alargerquantity,speculatorsdesiretolayinastockinordertoprofit
by theexpected_ ofprice,and holdersofthecommoditydesire

'[Sentenoeimertedin 5th ed. (1862).]
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additlonal advances to enable them to continue holding. All these
classes are disposed to make a more than ordinary use of their credit,
and to this desire it is not denied that bankers very often unduly
adrnlniRter. Et_ects of the same kind may be produced by any-
thing which, exciting more than usual hopes of profit, gives increased
briskness to business : for example, a sudden foreign demand for
commodities on a large scale, or the expectation of it ; such as
occurred on the opening of Spanish America to English trade, and
has occurn_ on various occasions in the trade with the United States.

Such occul_nc_ produce a tendency to a rise of price in exportable
articles, and generate speculations, sometimes of a reasonable, and
(as long as a large proportion of men in business prefer excitement

to safety) frequently of an irrational or immoderate character. In
such cases there is a desire in the mercantile cla_es, or in some
portion of them, to employ their credit, in a more than usual
degree, as a power of purctfasing. This is a state of business which,
when pushed to an extreme length, brings on the revulsion called a
Commercial crisis; and it is a known fact that such periods of
speculation hardly ever pass off without having been attended,
during some Pext of their progress, by a considerable increase of
bank notes.

To this, however, it is replied by Mr. Tooke and Mr. Fullarton,
that the increase of the circulation always follows instead of pre-

ceding the rise of prices, and is not its cause, but its eiteet. That
in the first place, the speculative purchases by which prices are
raised, are not effectod by bank notes but by cheques, or still more
commonly on a simple book credit : and secondly, even if they were
made with hank notes borrowed for that express purpose from
bankers, the notes, after being used for that purpose, would, if not
wanted for current transactions, be returned into deposit by the
Pemous receiving them. In this I fully concur, and I regard it
as proved, both scientifically and historically, that during the
ascending Period of speculation, and as long as it is COnfined to
l_ausactions between dealers, the issues of bank notes are seldom

materially increased, nor contribute anything to the speculative
rise of prices. It seems to me, however, that this can no longer be
affirmed when speculation has proceeded so far as to reach the pro-
ducers. Speculative orders given by merchants to manufacturers
induce them to extend their operations, and to become applicants to
breakers for inel_ased advances, which, if nn_de in notes, are not paid

away to Penmns who return them into deposit, but are partially
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expended in paying wages, and pass into the various channels of
retail trade, where they become directly effective in producing a
further rise of prices. I cannot but think that this employment of
bank notes must have been powerfully operative on prices at the
time when notes of One and two pounds' value were permitted by
law. Admitting, however, that the prohibition of notes below five

pounds has now rendered this part of their operation comparatively
insignificant by greatly limiting their applicability to the payment
of wages, there is another form of their instrumentality which comes
into play in the latter stages of speculation, and which forms the
principal argument d the more moderate supporters of the currency
theory. Though advances by bankers are seldom demanded fo_
the purpose of buying on speculation, they are largely demanded by
unsuccessful speculators for the purpose of holding on; and the
competition of these speculators for a share of the loanable capita]
makes even those who have not speculated more dependent than
before on bankers for the advances they require. Between the
ascending period of speculation and the revulsion, there is an interval
ex_nding to weeks and sometimes months, of struggling against a
fall. The tide having shown signs of turning, the speculative holders
are unwilling to sell in a falling market, and in the meantime they
require funds to enable them to fulfil even their ordinary engage-
ments. It is this stage that is ordinarily marked by a considerable
increase in the amount of the bank-note circulation. That such an

increase does usually take place is denied by no one. And I think
it must be sdmitted that this increase tends to prolong the duration

of the speculations; that it enables the speoulative prioea to ba
kept up for some time after they would otherwise have collapsed ;
and therefore prolongs and increases the drain of the precious metals
[or exportation, which is the leading feature of this stage in the
progress of a commercial crisis : the continuance of which drain at
last endangering the power of the banks to fnl£1 their engagement
of paying their notes on demand, they are compelled to contract
their credit more suddenly and severely than would have been

necessary if they had been prevented from propping up apeculation
by increased advance_ after the time when the recoil had become
inevitable.

§ 3. To prevent this retardation of the recoil, and ultimats

aggravation of its severity, ls the object of the scheme for regulating
the currency, of which Lord Overstone, Mr. Norman, and Colone_
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Torrens, were zhe first promulgators, and which lms, in a slightly
modified form, been enacted into law.*

According to the scheme in its oriT_s! purity, the issue of
promissory notes for circulation was to be confined to one body. In
the form adopted by Parliament, all existing issuers were permitted
to retain ttds privilege, hut none were to be hereafter admitted to it,
even in the place of those who might discontinue their issues : and,
for all except the Bank of England, a maximum of issues was pre-
scribed, on a scale intentionally low. To the Bank of England no
maximum was fixed for the aggregate amount of its notes, but only
for the portion issued on securities, or, in other words, on loan.
These were never to exceed a certain limit, fixed in the first instance

at fourteen millious, t All issues beyond that amount must be in
exchange for bullion; of which the Bank is bound to purchase, at a
ta-ifle below the Mint valuation, any quantity which is offered to it,
giving its notes in exchange. In regard, therefore, to any issue of
note8 beyond the limit of fourteen minions, the Bank is purely
passive, having no function but the compulsory one of giving
its notes for gold at 3/. 17s. 9d., and gold for its notes at

* [1857] I think myself Justified in affirming that the mitigation of coln-
mercisl revulsions is the real, and only serious, purpose of the Act of 1844. I
am quite aware that its supporters insist (especially since 1847) on its supreme
efficacy in" maintaining the convertibility of the Bank not_" But I must be
excused for not attaching any serious importance to this one among its _dleg_d
merit& The convertibility of the Bank note was maintained, and would have
continued to be maintained, at whatever cost, under the old systen_ As was
well said by Lord Overstone in his evidence, the Bank can always, by a
sufl_cientiy violent action on credit, save itself at the expense of the mercantile
public. That the Act of 1844 mitigates the violence of that process, is a
sufficient olahn to prefer in its behalf. Besides, if we suppose such a degree
of mism_ment on the part of the Bank, as, were it not for the Act, would
endanger the continuance or convertibility, the same (or a less) degree of mis-
management, practised under the Act, would suffice to produce a suspension of
lmyments by the Banking Department ; an event whioh the compulsory
selmrationof the two departments brings much nearer to possibility than it was
before, and which, involving as it would the probable stoppage of every private
banking establishment in London, and perhaps also the non-payment of the
dividends to the national creditor, would be a fax greater immediate o_mfity
than a brief interruption of the convertibility of the note ; insomuch that, to
_ble the Bank to resunm payment of its deposits, no Government would
hemitatea moment to suspend payment of the notes, if suspension of the Act
o[ 1844 proved i_ufficient.

t X conditional inere_e of thk maximum k permitted, but only when by
mrrangementwith any country bank the issues of that hank are discontinued,
_d Bank of _gl_nd notes subetituted ; and even themthe increase is limited
to two-thirds of the amount o| the country notes to he thereby superseded.
Under this provision the amount of notes which the Bank of England is now
[1871] at liberty to m against ucuritie_ is about fifteen millions.
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3/. 17e. IO_T., whenever and by whomsoever it is called upon
to do so.

The object for which this mechanism is intended k that the
bank-note currency may vary in its amount at the exact times, and
in the exact degree, in which a purely metallic currency would vary.
And the precious metals being the commodity that has hitherto
approached nearest to that invariability, in all the circumstances
influencing value, which fits a commodity for being adopted as a
medium of exchange, it seems to be thought that the excellence of
the Act of 1844 is fully made out, if under its operation the issues
conform in all their variations of quantity, and therelore, as is
inferred, of value, to the variations which would take place in a

currency wholly metallic.
1 Now, all reasonable opponents d the Act, in common with its

supporters, acknowledge as an essential requisite of any substitute
for the precious metals, that it should conform exactly in its per-
manent value to a metallic standard. And they say, that so long

as it is convertible into specie on demand, it does and must so con-
form. But when the value of a metallic or of any other currency is

spoken of, there are two points to be considered ; the permanent or
average value, and the fluctuations. It is to the permanent value of
s metallic currency that the value of a paper currency ought to
conform. But there is no obvious reason why it should be required
to conform to the fluctuations too. The only object of its
conforming at all is steadiness of value ; and with respect to fluctu-
ations the sole thing desirable is that they should be the smallest
possible. Now the fluctuations in the value of the currency are
determined, not by its quantity, whether it consist of gold or of
paper, but by the expansions and contractions of credit_ To dis-
cover, therefore, what currency will conform the most nearly to the

permanent value of the precious metala, we must find under what
currency the variations in credit are least frequent and least extreme.
Now, whether this object is best attained by a metallic currency
(and therefore by a paper currency exactly conforming in quantity
to it) is precisely the question to be decided. If it should prove
that a paper currency which follows all the fluctuations in quantity
)f a metallic, leads to more violent revulsions of credit than one
which is not held to this rigid conformity, it will follow that the

currency which agrees most exactly in quantity with a metallic
currency is not that which adheres closest to its value ; that is

I [Paragraph _ in 4th ed. (1857).]
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to say, its permanent value, with which alone _ement is
desirable.

Whether rids is really the case or not we will now inquire. And
first, let us consider whether the Act effects the practical object
chiefly relied on in its defence by the more sober of its advocates,
that of arr_t_ speculative extenslons of credit at an earlier period,
with a less drain of gold, and consequently by a milder and more

gradual procesa I think it must be admitted that to a certain degree
it is successful in this object.

I am aware of what may be urged, and reasonably urged, in
opposition to this opinion. It may be said, that when the time
arrives at which the banks are pressed for increased advances to
enable speculators to f_llfil their engagements, a limitation of the
issue of notes will not prevent the banks, if otherwise willing, from
ma_ng these advances ; that they have still their deposits as a
Kmrce from which loans may be made beyond the point which is
consistent with prudence as bankers ; and that even if they refused
to do so, the only effect would be that the deposits themselves would
be drawn out to supply the wants of the depositors ; which would
be just as much an addition to the bank notes and coin in the hands
of the public, as if the notes themselves were increased. This is
true, and is a sut_cient answer to those who t_ink that the advances

ot banks to prop up failing speculations are objectionable chiefly as
an increase of the currency. But the mode in which they are really
objectionable, is as an extension of credit. 1 If, instead of increasing
their dim3ounts, the banlre allow their deposits to be drawn out, there
is the same increase of currency (for a short time at least), but there
is not an increase of loans, at the time when there ought to be a
dlmlnutio_ If they do increase their discounts, not by means of
notes,-but at the expense of the deposits alone, their deposits
(properly so called) are definite and exhaustible, while notes may be
increased to any amount, or, after being returned, may be reissued
without limit. It is true that a bank, if _ to add indefinitely
to its liabilities, has the power of making its nominal deposits as

| [The present text o_ the remainder of this paragraph dates only from
the _h ed. (t865_ The original _fimplyran: "H, instead of lending their
notes, the banks allow the demand of th_ emtomers for disposable capital
to act on the deposits, there is the same increase of currency, (for a short time
at least,) but there is not an inerease of loans. The rate of interest, therefore,
is not preventedfrom rising at the firstmoment whenthe difl_cu|tieseonsequent
on exeeu of speculation begin to be felt. Speculative holders," &e. No change
was made in thia before 1865, except the i_extion of the words "On tim
ecmt_ary. . . intereet" before the last e_ntenve in the 4th ed. (1857).]
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unlimited a fund as its issues could be; it has only to make its
advances in a book credit, which is creating deposits out of its
own liabilities, the money for which it has made itself responsible
becoming a deposit in its hands, to be drawn against by cheques ;
and the cheques when drawn may be liquidated (either at the same
bank or at the clearing house) without the aid of notes, by a mere
transfer of credit from one account to another. I apprehend it is
chiefly in this way that undue extensions of credit, in periods of
speculation, are commonly made. But the banks are not likely to
persist in this course when the tide begins to turn. It is not when
their deposits have already begun to flow out, that they are likely
to create deposit accounts which represent, instead of hinds placed
in their hands, fresh liabilities of their own. But experience proves
that extension of credit, when in the form of notes, goes on long after
the recoil from over-speculation has commenced. When this mode
of resisting the revulsion is made impossible, and deposits and book
credits are left as the only sources from which undue advances can
be made, the rate of interest is not so often, or so long, prevented
(rom rising, after the difficulties consequent on excess of speculation
begin to be felt. On the contrary, the necessity which the banks feel
d diminishing their advances to maintain their solvency, when they
find their deposits flowing out, and cannot supply the vacant place
by their own notes, accelerates the rise of the rate of interest. Specul_
tive holders are therefore obliged to submit earlier to that loss by
resale, which could not have been prevented from coming on them at
last: the recoil of prices and collapse of general credit take place
sooner.

To appreciate the effects which this acceleration of the erim
has in mitigating its intensity, let us advert more particularly to the
nature and effects of that leading feature in the period just pre-
ceding the collapse, the drain of gold. A rise of prices _reduced by
a speculative extension of credit, even when bank notes have not
been the instrument, is not the less effectual (if it lasts long enough)
in turning the exchanges: and when the exchanges have turned
from this cause, they can only be turned back, and the drain of gold
stopped, either by a fall of prices or by a rise ot the rate of int_-est.
A fall of prices wl_l stop it by removing the cause which produced it,
and by rendering goods a more advantageous remittance than gold,
even for paying debts already due. A rise of the rate of interest,
and consequent fall of the prices of securities, will accomplish the
purpose still more rapidly, by inducing foreigners, instead of taking
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away the gold which is due to them, to leave it for investment within
the country, and even send gold into the country to take advantage
of the increased rate of interest. Of this last mode of stopping a
drain of gold, the year 1847 affordedsignal examples. But until one
of these two things takes place--until either prices fall, or the rate
of interest rises--nothing can possibly arrest, or even moderate, the
efltux of gold. Now, neither will prices fall nor interest rise, so long
as the unduly expanded credit is upheld by the continued advances of
bankers. It is well known that when a drain of gold has set in, even
if bank notes have not increased in quantity, it is upon them that
the contraction first falls, the gold wanted for exportation being
always obtained from the Bank of England in exchange for its notes.
But under the system which preceded 1844, the Bank of England,
beingsubjected,incommon withotherbanks,totheimportunities
forfreshadvanceswhicharecharacteristicofsuchatime,could,and
oftendid,immediatelyre-issuethenoteswhichhad beenreturned
toitinexchangeforbullion.Itisagreaterror,certainly,tosuppose
thatthemischiefofthisre-issuechieflyconsistedinpreventinga
contractionofthecurrency.Itwas,however,quiteasmischievous
asithaseverbeensupposedtobe. As longasitlasted,theefllux
ofgoldcouldnotcease,sinceneitherwouldpricesfallnorinterest
risewhiletheseadvancescontinued.Prices,havingrisenwithout
anyincreaseofbanknotes,could,wellhavefallenwithoutadiminu-
tionofthem; buthavingriseninconsequenceofan extensionof
credit,theycouldnot fallwithouta contractionofit. As long,
therefore,astheBank ofEnglandand theotherbankspersevered
inthiscourse,solonggoldcontinuedtoflowout,untilsolittlewas
leftthattheBank ofEngland,beingindangerofsuspensionof
payments,was compelledatlasttocontractitsdiscountssogreatly
and suddenlyastoproducea much more extremevariationinthe
rateofinterest,inflictmuch greaterloseanddistressonindividuals,
mad destroya much greateramountoftheordinarycreditofthe
country,thanany realnecessityrequired.

I acknowledgc (and the experience of 1847 has proved to those
who over,ooked it before) that the mischief now described may be
_rmught, and in large measure, by the Bank of England, through its
depomts alone. It may continue or even increase its discounts and
advances,whenitoughttocontractthem;withtheultimateeffect
of makingthe contractionmuch more severeand suddenthan
necessary.Icannotbutthinlc,however,thatbankswhichcommit
thiaerrorwiththeirdeposits,wouldcommititstillmoreiftheywere
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at liberty to make increased loans with their issqes as well as theh
deposits. I am compelled to think that the boJng res/zioted from
increasing their issues, is a real impediment to their making those
advances which arrest the tide at its turn, and make it rush like a
torrent _ards 1: and when the Act is blamed for interposing
obstacles at a time when not obstacles but iac'flities are needed, it
must in justice receive credit for interp_ing them when they are
an acknowledged benefit. In this particular, therefore, I think it
cannot be denied, that the new system is a real improvement upon
the o1_

§ 4. But however this may be, it seems to me certain that
these advantages, whatever value may be put on them, are pur-
chased by still greater disadvantages.

In the first place, a large extension oi credit by bankers, though
most hurtful when, credit being already in an inflated state, it can
only serve to retard and aggravate the collapse, is most salutary
when the collapse has come, and when credit instead of being in
excess is in distre_ng deficiency, and increased advances by bankers,

inked of being an addition to the ordinary amount of floating
credit, serve to replace a mass of other credit which has been suddenly
destroyed. Antecedently to 1844, if the Bank of England occa-
sionally aggravated the severity of a commerdal revulsion by
_mdering the collapse of credit more tardy and hence more violent

than necessary, it in x_turn rendexed invaluable services during the
revulsion itself, by coming forward with advances to support solvent
firms, at a time when all other paper and _lmost all mercantile credit

i [From the 6th eel (1865) disapl_ared the following lines and the accom-
panying footnote, which had remained since 1848 :

" H the re_'detions of the Act of 1844 were no obstacle to the advances of
banks in the interval preceding the crisis, why were they found an insuperable
obstacle durin_ the crisis T am obstacle which nothing le_ could overcome
than s suspenmonof the law, through the atzumption by the Governmentel &
temporary dictatorship t Evidently they were an obstacle"

Foctnot&--" It would not be to the purpose to say, by way of objection, that
the obstacle may be evaded by granting the increasedadvance in book credits,
to be drawn against by cheques, without the aid of bank notes. This is indeed
possible, as Mr.Fullarton has remarked, and as I have myself said in a former
chapter. But this substitute for bank note currency certainly has not yet beer
organised; and the law having clearly manifested its intention that, in the csae
supposed, increased credits should not he granted, it is yet a problem whethel
the law would not reach what might be regarded as an evasion of its prohibi.
tions, or whether deierenoe to the law would not produce (as it h_ hitherto
done), on the part of bsmklng establishments, cordormity to its spirit sad
p_ as well as to its mere letter."]
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had become comparatively valudem. This service was eminently
conspicuous in the crisis of 1825-6, the severest probably eve_
experienced; during which the Bank increased what is called its
circulation by many millions, in advances to those mercantile firms
of whose ultimate solvency it felt no doubt ; advances which if it
had been obliged to withhold, the severity of the crisis would have
been still greater than it was. If the Bank, it is instly remarked by
Mr. Fullarton,* complies with such applications, "it must comply
with them by an issue of notes, for notes constitute the only instru-
mentality through which the Bank is in the practice of lending its
credit. But those notes are not intended to circulate, nor do they
circulate. There is no more demand for circulation than there was
before. On the contrary, the rapid dsoline of prices which the case
in supposition presumes, would nec_rily contract the demand for
circulation. The notes would either be returned to the Bank of

England as fast as they were issued, in the shape of deposits, or
would be locked up in the drawers of the private London bankers,
or distributed by them to their correspondents in the country, or
intercepted by other capitalists, who, during the fervour of the
previous excitement, had contracted liabilities which they might
be imperfectly prepared on the sudden to encounter. In such
tmergencies, every man connected with business, who has been
trading on other means than his own, is placed on the defensive, and
his whole object is to make himRelf as strong as possible, an object
which cannot be more effectually answered than by keeping by him
as large a zeserve as possible in paper which the law has made a legal
tender. The notes themselves never find their way into the pro-
duce market; and if they at all contribute to retard" (or_ as I
should rather say, to moderate) "the fall of prices, it is not by
promoting in the slightest degree the effective demand for com-
modities, not by enabling consumers to buy more largely for con-
sumption, and so giving briskness to commerce, but by a process
exactly the reverse, by enabling the holders of commodities to hold
on. by obstructing traffic and represaing consumptions"

The opportune relief thus afforded to credit, during the excessive
contraction which succeeds to an undue expansion, is consistent with
the principle of the new system ; for an extraordinary contraction
of credit, and fall of prices, inevitably draw gold into the country,
and the principle of the system is that the bank-note currency shall
be permitted, and even compelled, to enlarge itself, in all cases in

*P 106.



which a metallio eurrency would do the same. But, what tim
principle of the law would encourage, its provisions in this instance

preclude, by not suffering the increased issues to take place until
the gold has actually axrived : which is never until the worst part
of the cri_ has passed, and almost all the losses and failures attend-
ant on it are coDsummated_ The machinery of the system withholds,
until for many purposes it comes too late, the very medicine which
the theory of the system prescribes as the appropriate remedy.*

This function of banks in filling up the gap made in mercantile
credit by the consequences of undue speculation and its revulsion, is
so entirely indispensable, that if the Act of 1844 continues unrepealed,
there can be no difficulty in foreseeing that its provisions must be

suspended, as they were in 1847, in every period d great commercial
difficulty, as soon as the crisis has really and completely set in._
Were this all, there would be no absolute inconsistency ;_ maintain-
ing the restriction as a means of preventing a crisis, and relaxing it
for the purpose of relieving one. But there is another objection,
of a still more radical and comprehensive character, to the new
system.

Professing, in theory, to require that a paper currency shall vary
in its amount in exact conformity to the variations of a metallic

currency, it provides, in fact, that in every case of an efflux of gold,
a corresponding diminution shall take place in the quantity of bank
notes ; in other words, that every exportation of the precious metals
shall be virtually drawn from the circulation; it being assumed
that this would be the case if the currency were wholly metallic.
This theory, and these practical arrangements, are adapted to the
case in which the drain of gold originates in a rise of prices produced
by an undue expansion d currency or credit ; but they are adapted
to no case beside.

When the efl]ux of gold is the last stage of a series of effects
arising from an increase of the currency, or from an expansion of
credit tantamount in its effect on prices to an increase of currency,

* [1857] True, the Bank is not precluded from making increased advanem
h_m its deposits, which are likely to be of unusually ]axge amount, einec, at
these periods, every one leaves his money in deposit in order to have it within
calL But, that the deposits are not always sufficient was conclusively proved
in 1847, when the Bank stretched to the very utmost the means of relieving
commerce which ita deposits afforded,without allaying the panic, which how-
eve_ ecased at onee when the Governmentdecided on suspending the Act.

[1862] This prediction was verified on the very next ooeurrenee of •
eommereial crisis, in 1857 ; when Government were again under the neoemity
of suspending, on their own rarlmndbility, the provizious of the Act.



REGULATION OF CURRENCY 66_

It is in that case a fair a_umption that in a purely metallic system
the gold export_ would be drawn from the currency itself ; because
such a drain, being in its nature unlimited, will necessarily continue
as long as currency and credit are undimluished. But an exportation
of the precious metals often urlses from no causes affecting currency
or credit, but simply from an unusual extension of foreign payments,
arising either from the state of the markets for commodities, or
from some circumstance not commercial. In this class of causes, four,

of powerful operation, are included, of each of which the last fifty
years of English history afford repeated instances. The "first is
that of an extraordinary foreign expenditure by government, either
political or military; as in the revolutionary war, and, as long as it
lasted, during the Crimean war. The second is the case of a large
exportation of capital for foreign investment ; such as the loans and
minlug operations which partly contributed to the crisis of 1825, and
the American speculations which were the principal cause of the
criAh of 1839. The third is a failure of crops in the countries which
supply the raw material of important manufactures ; such as the
cotton failure in America, which compelled England, in 1847, to
incur unusual liabilities for the purchase of that commodity at an
advanced price. The fourth is a bad harvest, and a great consequent
importation of food; of which the years 1846 and 1847 presented
an example surpassing all antecedent experience.

In none of these cases, if the currency were metallic, would
the gold or silver exported for the purposes in question be necessarily,
or even probably, drawn wholly I from the circulation. It would
be drawn from the hoards, which under a metallic currency always
exist to a very large amount ; in uncivilized countries, in the hands
of all who can afford it ; in civilized countries chiefly in the form
of bankers' reserves. Mr. Tooke, in his Inquiry into the Currency
Pr/ndp/e, bears testimony to this fact ; but it is to Mr. Fullarton
that the public are indebted for the clearest and mnst satisfactory
elucidation of it. As I am not aware that this part of the theory
of currency has been se_ forth by any other writer with anything
like the same degree of completene_, I shall quote somewhat largely
from this able production.

"No person who has ever resided in an Adatic country, where
hoarding is carried on to a far larger extent in proportion to the
existing stock d wealth, and where the practice has become much
more deeply engrafted in the habits of the people, by traditionary

[" Wholly" in_ertedin 4th ed. (1857).]



apl_hensinm of insecurity and the di_ulty of finding safe and
remunerative investments, than in any Europoau community--no
person who has had personal experience of this state of society, can
be at a loss to recollect innumerable instances of large metallic
treasures extracted in times of pecuniary difficulty from the coffers
of individuals by the temptation of a high rate of interest, and
brought in aid of the public necessities, nor, on the other hand, of

the facility with which those treasures have been absorbed again,
when the inducements which had drawn them into light were no
longer in operation. In countries more advanced in civilization
and wealth than the Asiatic principalities, and where no man is in
fear of attracting the cupidity of power by an external display of
riches, but where the interchange of commodities is still almost
universally conducted through the medium d a metallic circulation,
as is the case with most of the commercial countries on the Continent

of Europe, the motives for amassing the precious metals may be
less powerful than in the majority of Asiatic principalities ; but the
ability to accumulate being more widely extended, the absolute
quantity amassed will be found probably to bear a considerably
larger proportion to the population.* In those states which lie
exposed to hostile invasion, or whose social condition is unsettled
and menacing, the motive indeed must stillbe very strong ; and in
a nation carrying on an extensive commerce, both foreign and internal,
without any considerable aid from any of the banking substitutes for
money, the reserves of gold and silver indispensably required to
secure the regularity of payments, must of themselves engross a
share of the circulating coin which it would not be easy to estimate.

"In this country, where the ba._i.g system has been carried to
an extent and perfection ,mlr-own in any other part of Europe, and
may be said to have entirely superseded the use of coin, except for
retail dealings and the purposes of foreign commerce, the incentives
to private hoarding exist no longer, and the hoards have all been
transferred to the banks, or rather, I ahould say, to the Bank ot
England. But in France, where the bank-note circulation is still
comparatively limited, the quantity of gold and silver coin in
existence I find now currently estimated, on what are described as

* It is known, from unquestionable f_ots, that the hoards of money at &l]
times existing in the hands of the Frenoh peasantry, often from a _emote date,
mxrpamany amount which could have been imagined possible ; and even in
so poor _ oountzy as Irel&nd,it has of ]ate been asoertained that the small
farmerssometimes _ hoards quite disproportioned to their visible mea_
of sui_ktenee.
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the latest authorities, at the enomons sum of 120 milllous Ate.fling;
nor is the eotimate at all at variance with the reasonable probabilities
of the case. Of this vast treasure there is every reason to presume
thata verylargeproportion,probablyby much thegreaterpart,
isabsorbedinthehoards.H you presentforpaymenta billfora
thousandfrancstoa Frenchbanker,he bringsyou thesilverina
sealedbag fromhisstrongroom. And notthebAn_eronly,but
everymerchantand trader,accordingto hismeans,isunderthe
necessityofkeepingby him a stockofcashsui_cientnotonlyfor
hisordinarydisbursements,buttomeetany unexpecteddemands.
That the quantity of specie accumulated in these innumerable
depSts,notinFranceonly,butallover theContinent,wherebanking
institutionsarestilleitherentirelywantingor veryimperfectly
organized,isnot merelyimmensein itself,but admitsof being
largelydrawn upon,and transferredeveninvastmassesfromone
countrytoanother,withverylittle,ifany,effecton prices,orother
materialderangements,we have had some remarkableproofs:"
among others, "the signal sucee_ which attended the simultaneous
effortsofsome ofthe principalEuropeanpowers (Russia, Austria,
Prussia,Sweden,and Denmark)toreplenishtheirtreasuries,and
toreplacewithcoinaconsiderableportionofthedepreciatedpaper
whichthenecessitiesofthewar had forceduponthem,and thisat
theverytimewhen theavailablestockofthepreciousmetalsover
theworldhad beenreducedby theexertionsofEnglandtorecover
her metalliccurrency.... There can be no doubt thatthese
combined operations _vereon a scale of very extraordinary magnitudes
that they were accomplished without any sensible injury to com-
merce or public prosperity, or any other effect than some temporary
derangement of the exchanges, and that the private hoards of
treasure accumulated throughout Europe during the war must have
beentheprincipalsource fromwhichallthisgoldand silverwas
collected.And no person,I think,can fairlycontemplatethe
vastsuperfluxofmetallicwealththusprovedtobeatalltimeain
existence,and,thoughina dormantand inertstate,alwaysready
to spring into activity on the first indication of a sufficiently intense
demand, without feeling themselves compelled to admit the possi-
bility of the mines being even shut up for yeats together, and the
production of the metals altogether susl:ended , while there might
be _arcely a perceptible alteration in the exchange_bla value of tim
metal." *

• Re_a_b_ o/_/e_ ptz 71-4_



Applying ti_ to the currency doctrine and its advocates, "one
might imagine," says Mr. Fullarton,* "that they supposed the gold
which is drained off for exportation from a country using a currency
exclusively metallic, to be collected by driblets at the fairs and
markets, or from the tills of the grocers and mercers. They never
even allude to the existence of such a thing as a great hoard of the
metals, though upon the action of the hoards depends the whole
economy of international payments between specie-circulating
communities, while any operation of the money collected in hoards
upon prices must, even according to the currency hypothesis, be
wholly imposeible. We know from experience what enormous
payments in gold and silver specie-circulating countries are capable,
st times, of making, without the least disturbance of their internal
prosperity ; and whence is it supposed that these payments come.
but from their hoards ? Let us think how the money market of s
country transacting all its exchanges through the medium of the
precious metals only, would be likely to be affected by the necessity
of making a foreign payment of several millions. Of course the
necessity could only be satisfied by a transmission of capital ; and
would not the competition for the possession of capital for trans-
relation which the occasion would call forth, necessarily raise the
market rate of interest ? If the payment was to be made by the
government, would not the government, in all probability, have to
open a new ]can on terms more than usually favourable to the
lender T" If made by merchants, would it not be drawn either
from the deposits in banks, or from the reserves which merchants
keep by them in default of banks, or would it not oblige them to
obtain the necessary amount of specie by going into the money
market as borrowers T " And would not all this inevitably act upon
the hoards, and draw forth into activity a portion of the gold and
silver which the money-dealers had been accumulating, and some of
them with the express view of watching such opportunities tot
turning their treasures to advantage ? . . .

"To come to the present time [1844_ the balance of payments
with nearly all Europe has for about four years past been in favour
oi this country, and gold has been pouring in till the influx amounts
to the unheard-of sum of about fourteen millions sterling. Yet, in
all this time, has any one hearda complaintofany serioussuffering

inflicted on the people of the Continent 7 Have prices there been

" ReCtd_ of O_w,_, pp. 139-42.
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greatly depressed beyond their range in this country _ Have
wages fallen, or have merchants been extensively ruined by the
universal depreciation of their stock ? There has occurred nothing
of the kind. The tenor of commercial and monetary affairs has been

everywhere even and tranquil ; and in France more particularly,
an improving revenue and extended commerce bear testimony to
the continued progress of internal prosperity. It may be doubted,
indeed, if this great efliax of gold has withdrawn, from that portion
of the metallic wealth of the nation which really circulates, a single
napoleon. And it has been equally obvious, from the undisturbed
state of credit, that not only has the supply of specie indispensable
for the conduct of business in the retail market been all the while

uninterrupted, but that the hoards have continued to furnish every
facility requisite for the regularity of mercantile payments. It is
of the very essence of the metallic system, that the hoards, in all
cases of probable occurrence, should be equal to both objects ; that
they should, in the first place, supply the bullion demanded for
exportation, and in the next place, should keep up the home circu-
lation to its legitimate complement. Every man trading under that
system, who. in the course ol his business, may have frequent
occasion to remit large sums in specie to foreign countries, must
either keep by him a sulficient treasure of his own or must have
the means of borrowing enough from his neighbours, not ooly to
make up when wanted the amount of his remittances, but to enable
him, moreover, to carry on his ordinary transactions at home

"On 1_without interrupU .
In a country in which credit is carried to so great an extent

as in England, one great reserve, in a single establishment, the Bank
of England, supplies the place, as far as the precious metals are
concerned, of the multitudinous reserves of other countries. The

theoretical principle, therefore, of the currency doctrine would

require, that all those drains of the metal which, if the currency
were purely metallic, would be taken from the hoards, should be
allowed to operate f_eely upon the reserve in the coffers of the Bank
of England, without any attempt to stop it either by a diminution
of the currency or by a contraction of credit. Nor to this woulcl

there be any well-grounded obiection, unless the drain were so great
as to threaten the exhaustion of the reserve, and a consequent

stoppage of payments ; a danger against which it is possible to take
adequate precautions, because in the cases which we are considering,
the drain is for foreign payments of definite amount, and stops oi
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itself as I_on as these axe e_ct_L And in all _ystems it is adm'rtted
that the habitual reserve of the Bank should exceed the utm_t

amount to which experience warrants the belief that such a
may extend ; which extreme limit Mr. Fullarton alums to be seven
millions, but Mr. Tooke recommends an average reserve of ten, and
in his last publication, of twelve mii_oD_. 1Under these circum-
stances, the habitual reserve, which would never be employed in
discounts, but kept to be paid out exclusively in exchange ic_
cheques or bank notes, would be sut_cient for a crisis of this descrip-
tion ; which therefore would pass off without having its dlmculties
increased by a contrition either of credit or of the circulation.
But this, the most advantageous ddmmeme_ that the case admits of,
and not only consistent with but required by the professed principle
of the system, the panegyrists of the system claim for it as a great
merit that it prevents. They boast, that on the first appearance
of a drain for exportation--whatever may be its cause, and whether,
under a metallic currency, it would involve a contraction of credit
or not--the Bank is at once obliged to curtail its advances. And
this, be it remembered, when there has been no speculative rise
of p_ices which it is indispensable to correct, no unusual extension
of credit requiring contraction ; but the demand for gold is solely
occasioned by foreign payments on account of government, or large
corn importations consequent on a bad harvest.

Even supposing that the reserve is insul_cient to meet the
foreign payments, and that the means wherewith to make them have
to be taken from the loanable capital of the country, the consequence
of which is a rise of the rate of interest ; in such circumstances some

pressure on the money market is unavoidable, but that p_ure is
much increased in severity by the separation of the Banlrlng from
the Issue Department. The case is generally stated as if the Act only
operated in one way, namely, by preventing the Bani L when it has

i [The rest of this psragraph replsoed in the 6th ed. (1865) the following
of the origimd text :

The maohinery, however, of the new system insists upon bringing about
by force, what its principle not only does not require, but positively eondemns_
Every drain for expert_tion, whatever may be ita c_mm,and whether under a
metallic currenoy it would affect the circulation or not, is now oompnlsorily
d_wn from tl_t source alone. The bank-note circulation, and the dimeounts
or other advano_ of the Banb_ must be diminished by an amount equal to that
of the metal exported, though it be to the full extent of seven or ten miU/ona
And this, be it _membered," _.]

s [From this point to the end of tee emotionthe text was l_dy reWldttsu
in the 4th ed. (1857), and the note added in the 5th (1862).]
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parted with (say) three millions of bullion in exchange for three
millions of its notes, from again lending those notes, in discounts or
other advances. But the Act really does much more than thia
It is well known, that the first operation of a drain is always on the
Banking Departanent. The bank deposits constitute the bulk of the
unemployed and disposable capital of the country; and capital
wanted for foreign payments is almost always obtained mainly by
drawing out deposits. Supposing three millions to be the amount
wanted, three millions of notes are drawn from the Banking Depart-
ment (either directly or through the private bankers, who keep the
bulk of their reeerves with the Bank of England), and the three
millions of notes, thus obtained, are presented at the Issue Depart-
ment, and exchanged against gold for exportation. Thus a drain
upon the country at large of only three millions is a drain upon the
Bank virtually of six millions. The deposits have lost three millions,
and the reserve of the Issue Department has lost an equal amount.
As the two departments, so long as the Act remains in operation,
cannot even in the utmost extremity help one another, each must
f_ke its separate precautions for its own safety. Whatever measures,
therefore, on the part of the Bank, would haw been required under
the old system by a drain of six millions, are now rendered necessary
by a drain only of three. The Issue Department protects itself
in the manner prescribed by the Act, by not re-issuing the three
millions of notes which have been returned to it. But the Banking
Department must take measures to replenish its reserve, which has
been reduced by three millions. Its liabilities having also decreased
three millions, by the lees of that amount of deposits, the reserve,
on the ordinary banking principle of a third of the liabilities, will
bear a reduction of one million. But the other two millions it must

procure by letting that amount of advances run out, and not renewing
them. Not only must it raise its rate of interest, hut it must effect,
by whatever means, a diminution of two millions in the total amount
of its discounts: or it must sell securities to an equal amount_
This violent action on the money market for the purpose of reple-

nishing the Banking reserve, is wholly occasioned by the Act of
1844. If the restrictions of that Act did not exist, the Bank, instead

of contracting its discounts, would simply transfer two millionst
either in gold or in notes, from the Issue to the Banking Department ;
not in order to lend them to the public, but to secure the solvency d
the Banking Department in the event of further unexpected demands
by the depositors. And unless the drain continued, and reached



so great an amount as to seem likely to exceed the whole of the gold
in the reserves of both departments, the Bank would be under no
nece_ity, while the pressure lasted, of withholding from commerce
its accustomed amount of accommodation, at a zate of interest

corresponding to the increased demands*
I am aware it will be said that by allowing drginR d this oheracter

to operate freely upon the Bank reserve until they cease of them-
selves, a contraction of the currency and of credit would not be pre-
vented, but only postponed ; since if a limitation of issues were not
resorted to for the purpose of checking the drain in its commence-
ment, the same or a still greater limitation must take place after-
wards, in order, by acting on prices, to bring back this large quantity
of gold, for the indispensable purpo_ of replenishing the Bank
reserve. But in this argument several things are overlooked. In
_he first place, the gold might be brought back, not by a fall of prices,
but by the much more rapid and convenient medium of s rise of the
rate of interest, involving no fall of any prices except the price ot
securities. Either English securities would be bought on account ot
foreigners, or foreign securities held in England would be sent
abroad for sale, both which operations took place largely during the
mercantile difficulties of 1847, and not only checked the efl]ux o|
gold, but turned the tide and brought the metal back. It was not,
therefore, brought back by a contraction of the currency, though

* [1862] This, which I have called "the double action of drainJ," h_ been
strangely understood as ff I had mmertedthat the Bank is compelled to tmrt
with six mil]_ous' worth of property by a _ of three millions. Such
an assertion would be too absurd to require any refutation. Drai_ have a
double action, not upon the pecuniary position of the Bank itself, but upon the
measures it is forced to take in order to stop the drain. Though the Bank
itself is no poorer, its two reeerv¢8,the r_erve in the b_nking department and
the re,rye in the issue department, have each been reduced three millions by a
drain of only three. And as the Aeparation of the departments renders it
neoe_u_ that each of them leparately should be kept as strong _ the two
together need be ff they could help one another, the Bank's action on the
money market must be as violent on a drain of three millions, u would have
been required on the old system for one of _ The reserve in the banking
department being less than it otherwise would be by the entire amount of the
bullion in the issue department, and the whole amount of the drain falling in
the first instance on that diminished reserve, the pressure of the whole drain
on the hal/reserve k as much felt, and requires as strong me_ures to stop it,
as a pressure of twice the &mount on the entire re_erve_ As I have said
elsewhere,* "it is as ff &man having to llft a weight were restricted from using
both hands to do it, and were only allowed to use one hand _t a time : in
width e_e it would he nemmmT that each of his hands should be as strong as
the two together."

" E_deaeebetemthe (kamtttm of I_e Homeof Comme_emthe _ Ad_
D 1857.
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ha this case it certainly was so by a contraction of loans. But even

this is not always indispensable. For in the second place, it is not
necessary that the gold should return with the same enddenness with
which it went out. A great portion would probably return in the
ordinary way of commerce, in payment for exported commodities.
The extra gains made by dealers and producers in forelgn countries
through the extra payments they receive from this country, am very
likely to be partly expended in increased purehases of English
commodities, either for consumption or on speculation, though the
effect may not manifest itself with suflleient rapidity to enable the
transmission of gold to be dispensed with in the first instance.
These extra purchases would turn the balance of payments in favour
of the country, and gradually restore a portion of the exported
gold ; and the remainder would probably be brought back, without

any considerable rise of the rate of interest in England, by the fall
of it in foreign countries, _oned by the addition of some millions
of gold to the loanabh capital of those countries. Indeed, in the
state of things consequent on the golddiscoveries,when the eaormc_
quantity of gold annually produced in Australia, and much of that
from California, is distributed to other countries through England,
and a month seldom passes without a large arrival, the Bank reserves

can replenish themselves without any re-importation of the gold
previously carried off by a draim All that is needful is an intar-
mission, and a very brief interm_aion is sufficient, of the exportation.

For these reasons it appears to me, that notwithstanding the
beneficial operation of the Act of 1844 in the first stages of one kind
of commercial crisis (that produced by over-speculation), it on the
whole materially aggravates the severity of commercial revulsions.
And not only are contractions of credit made more severe by the Act,
they are also made greatly more frequent. " Suppose," nays Mr.
George Walker, in a clear, impartial, and conclusive series of papers
in the Aberdeen Hera/d, forming one of the best existing discussions of
the present question--" suppose that, of eighteen millions of gold,
tam are in the Issue Department and eight are in the Banking Depart.
ment. The result is the same as under a metallic currency with only
eight millions in reserve, instead of eighteen ...... The effect of
the Bank Act is, that the proceedings of the Bank under a drain are
not determined by the amount of gold within its vaults, but are,
or ought to be_ determined by the portion of it belonging to the
Banking Department. With the whole of the gold at its disposal, it
may find it nnn_gar]r to inf_-fere with ol_Uta Or f_l_ down prices,

Z
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if a drain leave a fair reserve behind. With only the b_-ki-_ resot_
at its disposal, it must, from the narrow margin it has to operate on,
m_t all drains by counteractives more or less strong, to the injury
of the commercial world ; and if it fail to do so, as it may fail, the
consequence is destruction. Hence the extraordinary and frequent
variations of the rate of interest under the B_n_ Act. Since 1847,

when the eyes of the Bank were opened to its true position, it has
felt it necessary, as a precautionary measure, that every variation
in the reserve should be accompanied by an alteration in the rate of
interest." To make the Act innocuous, therefore, it would be
necessary that the B_nlr_ in addition to the whole of the gold in the
Issue Department, should retain as great a reserve in gold or notes
in the Banking Depatlaaent alone, as would suffice under the old
system for the security both of the issues and of the deposits.

§ 5. There remain two questions respecting a bank-note eu_
rency, which have also been a subject of considerable discussion o|
late years : whether the privilege of prodding it should be confined
to a single establishment, such as the Bank of England, or a plurality
of issuers should be allowed ; and in the latter ease, whether any
peculiar precautions are requisite or advisable, to protect the holders
of notes against losses occasioned by the insolvency of the issuers.

The course of the preceding speculations has led us to attach
so much lees of peculiar importance to bank notes, as compared with
other forms of credit, than accords with the notions generally current,

that questions respecting the regulation of so very small a part of
the general mass of credit cannot appear to us of such momentous
import as they are sometimes considered. Bank notes, however,
have so far a real peculiarity, that they are the only form of crc_t
sufficiently convenient for all the purposes of circulation to be able
entirely to supersede the use of metallic money for internal purposes.
Though the extension of the use of cheques has a tendency more and
more to diminiAh the number of bank notes, as it would that of

the sovereigns or other coins which would take their place if they
were abolished ; there is sure, for a long time to come, to be a con-
siderable supply of them, wherever the necessary degree of commer-
cial confidence exists, and their free use is permitted. The exclusive

privilege, therefore, of issuing them, if reserved to the Government
or to some one body, is a source of great pecuniary gain. That this
gain should be obtained for the nation at large is both practicable
and desirable : and if the management of a bank-note eurrenev
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ought to be so completely mechanical, so entirely a thing of fixed
rule, as it is made by the Act of 1844, there seenm no rea_n why this
mechanism should be worked for the profit of any private issuer,
rather than for the public treasury. If, however, a plan be preferred
which leaves the variations in the amount of issues in any degree
whatever to the discretion of the issuers, it is not desirable that to
the ever-growing attributions of the Government so delicate a
function should be euperadded ; and that the attention of the heads
of the state should be diverted from larger objects, by their bein_
besieged with the applications, and made a m_rk for all the attacks,
which are never spared to those deemed to be responsible for any
acts, however minute, connected with the regulation of the currency.
It would be better that treasury notes, exchangeable for gold on
demand, should be issued to a fixed amount, not exceeding the
minimum of a bank-note currency ; the remainder of the notes which
may be required being left to be supplied either by one or by a num-
ber of private b_nl_ing establishments. Or an establishment like
the Bank of England might supply the whole country, on condition
of lending fifteen or twenty millions of its notes to the government
without interest ; which would give the same pecuniary advantage
to the state as if it issued that number of its own notes.

The reason ordinarily alleged in condemnation of the system
of plurality of issuers which existed in England before the Act of
1844, and under certain limitations still subsists, is that the compe-
tition of these different issuers induces them to increase the amount

of their notes to an injuriousextent. But we have seen that the power
which bankers have of augmenting their issues, and the degree of
mischief which they can produce by it, are quite trifling compared
with the current over-estimate. As remarked by Mr. Fullarton,*
the extraordinary increase of banking competition occasioned by the
establishment of the ioint_stock banks, a competition often of the
most reckless kind, has proved utterly powerleas to enlarge the aggre-
gate mass of the bank-note circulation ; that aggregate circulation
having, on the contrary, actually decreased. In the absence of any
special case for an exception to freedom of industry, the general rule
ought to prevalh It appears desirable, however, to maintain one
great establishment like the Bank of England, distinguished from
other b_ntrs of issue in this, that it alone is required to pay in gold,
the others being st liberty to pay their notes with notes of the central
establishment. The object of this is t,lm_ there may be one body

* 1_ 89-92.
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resl_usibleform_ntaining areserveofthepreciousmetalseufllcient

to meet any drain that can reasonably be expected to take place.
By disseminating this responsibility among a number of banks.
it is prevented from operating efficaciously upon any : or if it be still
enforced against one, the reserves of the metals retained by all the
others are capital kept idle in pure waste, which may be dispensed
with by allowing them at their option to pay in Bank of England
notes.

§ 6. The question remains whether, in case of a plurality oi
issuers, any peculiar precautions are needed to protect the holders
of notes from the consequences of failure of payment. Before
1826, the insolvency of banks of issue was a frequent and very serious
evil, often spreading distress through a whole neighbourhood, and
at one blow depriving provident industry of the results of long and
painful saving. This was one of the chief reasons which induced
Parliament, in that year, to prohibit the issue of bank notes of a
denomination below five pounds, that the labouring classes at least
might be aslittleaspossibleexposedto participate in thissuffering.
As an additionalsafeguard,ithas been suggestedto givethe holders

of notesa priorityover othercreditors,or to requirebankers to

depositstockor otherpublicsecuritiesas a pledgeforthe whole
amount of theirissues.The insecurityof the former bank-note

currencyofEngland was partlythe work ofthe law,which,inorder

to givea qualifiedmonopoly of banking businessto the Bank of

England,had actnMlymade theformationofsafebankingestablish-

ments a punishableoffence,by prohibitingthe existenceof any
banks,in town or country,whether of issueor deposit,with a

number of partners exceeding six. This truly characteristic specimen
of the old system of monopoly and restriction was done away with
in 1826, both as to issues and deposits, everywhere but in a district

of sixty-five miles radius round London, and in 1833 in that district
also, as far as relates to deposits. 1 It was hoped that the numerous

t [The remainder of this Imragraph replaoed in the 4th ed. (1857) the
following sentenoos of the original (1848) text :

"The numerous joint-stock banks since established have, by furnishing
a more trustworthy ourreney, made it almost impossible for any private
banker to maintain his oireul_tion, unle_ his capital and character inspire the
mos_ eomplete eonfidenee. And although there has been in some instanoos
very gross mismanagement by joint-stook banks (less, however, in the depart-
ment of issues thaninthatof depomta)thefailureof thesebanksisextremely
rare,and thecaseastillrarerinwhiohlosshasultimatelybeensustainedby
any one exoept the ehareholden, The bmxking system of England i_ now
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jolnt.stock banks since established would have furnished a more

trustworthy currency, and that under their influence the banking

system of England would have been almost as secure to the public

as that of Scotland (where bauldng was always free) has been for

two centuries past. But the almost incredible instances of reckless

and fraudulent mismanagement which these institutions ]lave of
late afforded (though in some of the most notorious cases the delin-

quent establishments have not been banks of issue), have shown

only too clearly that, south of the Tweed at least, the joint-stock

principle applied to banking is not the adequate safeguard it was so

confidently supposed to be : and it is difficult now to resist the con-

viction, that if plurality of issuers is allowed to exist, some kind of

special security in favour of the holders of notes should be exacted

as an imperative condition. 1

almost as secure to the public, as that of Scotland (where banking was always
free) lzas been for two centuries past ; and the legislature might without any
bad consequences, at least of this kind, revoke its interdict (which was never
extended to Scotland) against one and two pound notes. I cannot, therefore,
think it at All necessary, or that it would be anything but vexatious meddling,
to enforce Any kind of special security in favour ot the ho|ders of notes. The
true protection to creditors of all kinds is a good law of insolvency (a part of
the law at pre_ent shamefully deficient), and, in the case of joint-stock companies
at least, complete publicity of their accounta : the publicity now very properly
given to their _ues being a very small portion of what a state has a right
to require in return for their being allowed to constitute them_elvosj _d
r_ogni_l by the law, as a collective body."]



CHAPTER _V

O7 THE COMPETITIONOF DIFFERENTCOUNTRI]_ IN THI
SAME MARKET

§ 1. IN the phraseology of the Mercantile System, the language
and doctrines of which are still the basis of what may be called the

political economy of the selling classes, as distinguished from the
buyers or consumem, there is no word of more frequent recurrence
or more perilous import than the word underseUi_. To undersell
other countries--not to be undersold by other countries--were

spoken of, and are still very often spoken of, almost as if they were
the sole purposes for which production and commodities exist. The
fce|ings of rival tradesmen, prevailing among nations, overruled for
centuries all sense of the general community of advantage which
commercial countries derive from the prosperity of one another:
and that commercial spirit, which is now one of the strongest
obstacles to wars, was during a certain period of European history

their principal canse.
Even in the more enlightened view now attainable of the nature

and consequences of international commerce, some, though a com-
paratively small, space must still be made for the fact of commercial
rivality. Nations may, like individual dealers, be competitors,
with opposite interests, in the markets of some commodities, while
in others they are in the more fortunate relation of reciprocal
customers. The benefit of commerce does not consist, as it was once

thought to do, in the commodities sold ; but, since the commodities
sold are the means of obtaining those which are bought, a nation
would be cut off from the real advantage of commerce, the imports,
ff it could not induce other nations to take any of its commodities

in exchange ; and in proportion as the competition of other countries
compels it to offer its commodities on cheaper terms, on pain ot
not s_lllng them at all, the imports which it obtains by its foreign
trade are procured at greater cost.
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These points have been adequately, though incidentally, illus-
trated in some of the preceding chapters. But the great space which
the topic has filled, and continues to fill, in economical speculations,
and in the practical an_eties both of politicians and of dealers and
manufacturers, makes it desirable, before quitting the subject of
international exchange, to subjoin a few observations on the thln_
which do, and on these which do not, enable countries to undersell
one another.

One country can only undersell another in a given market,
to the extent of entirely expelling her from it, on two conditions.
In the first place, she must have a greater advantage than the second
country in the production of the article exported by both ; meanlnu

by a greater advantage (as has been already so fully explained) not
absolutely, but in comparison with other commodities ; and in the
_econd place, such must be her relation with the customer country
in respect to the demand for each other's products, and such the
consequent state of international values, as to give away to the
customer country more than the whole advantage possessed by
the rival country ; otherwise the rival will still be able to hold
her ground in the market.

Let us revert to the imaginary hypothesis of a trade between
England and Germany in cloth and linen : England being capable
of producing 10 yards ot cloth at the same cost with 15 yards of
linen, Germany at the same cost with 20, and the two commodities
being exchanged bet_w'ecnthe two countries (cost of carriage apart)
at some intermediate rate, say 10 for 17. Germany could not be
permanently undersold in the English market, and expelled from it,
unless by a country which offered not merely more than 17, but
more than 20 yards of linen for 10 of cloth. Short of that, the com-
petition would only oblige Germany to pay dearer for cloth, but
would not disable her from exporting linen. The country, there-
fore, which could undersell Germany, must, in the first place, be
able to produce linen at less cost, compared with cloth, than Germany
herself ; and in the next place, must have such a demand for cloth, or
other English commodities, as would compel her, even when she
became 8ole occupant of the market, to give a greater advantage to
England than Germany could give by resigning the whole of hers ;
to give, for example, 21 yards for 10. For if not---if, for example,
the equation of international demand, after Germany was excludc_l,
gave a ratio of 18 for 10, Germany could again enter into the com-
petition ; Germany would be now the underselling nation; and
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there would be a point, perhalm 19 for 10, at which beth countriem
would be able to maintain their ground, and to sell in England
enough linen to pay for the cloth, or other English commodities, for
which, on these newly-adjusted terms of interchange, they had a
demand. In like manner, England, as an exporter of cloth, could
only be driven from the German market by some rival whose superior
advantages in the production of cloth enabled her, and the intensity
of whose demand for German produce compelled her, to offer 10

yards of cloth, not merely for less than 17 yards of linen, but for less
than 15. In that case, England could no longer carry on the trade
without loss; but in any case short of this, she would merely be
obliged to give to Germany more cloth for less linen than she had
previously given.

It thus appears that the alarm of being permanently undersold
may be taken much too easily ; may be taken when the thing ready
to be anticipated is not the loss of the trade, but the minor incon-
venience of carrying it on at a diminished advantage; an incon-
venience chiefly falling on the consumers of foreign commodities,
and not on the producers or sellers of the exported article. It is no
sufficient ground of apprehension to the English producers to find
that some other country can sell cloth in foreign markets, at some
particular time, a trifle cheaper than they can themselves afford to
do in the existing state of prices in England. Suppose them to be
temporarily undersold, and their exports diminished ; the imports
will exceed the exports, there will be a new distribution of the

precious metals, prices will fall, and as all the money expeuse8 of
the English producers will be diminished, they will be able (if the

case falls short of that stated in the preceding paragraph) again to
compete with their rivals. The loss which England will incur, will
not fall upon the exporters, but upon those who consume imported
commodities; who, with money incomes reduced in amount, will
have to pay the same or even an increased price for all things
produced in foreign countries.

§ 2. Such, I conceive, is the true theory, or rationales of under-
se11ing. It will be observed that it takes no account of some thin_
which we hear spoken of, oftener perhaps than any others, in the
charac_ of causes exposing a country to be undersold.

According to the preceding doctrine, a country cannot be under-
sold in any commodity, unless the rival country has a stronger
inducement than itself for devoting its labour and capital to the
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production of the commodity; arising from the fact that by doing so it
occasions a greater saving of labour and capital, to be shared between
[tse_ and its cnstomers--a greater increase of the aggregate produce
of the world. The underselling, therefore, though a loss to the under-
sold country, is an advantage to the world at large ; the substituted
commerce being one which economizes more of the labour and
capital of manl_nd, and adds more to their collective wealth, than
the commerce superseded by it. The advantege, of course, con-
sists in being able to produce the commodity of better quality, or
with less labour (compared with other things) ; or perhaps not with
less labour, but in leas time ; with a less prolonged detention of the
capital employed. This may arise from greater natural advantages
(such as soil, climate, richness of mines); superior capability,

*either natural or acquired, in the labourers; better division of
labour, and better tools, or machinery. But there is no place left
in this theory for the case of lower wages. Tt_, however, in the
theories commonly current, is a favourite cause of underselling. We
continually hear of the disadvantage under which the British pro-
ducer labours, both in foreign markets and even in his own, through
the lower wages paid by his fore_n rivals. These lower wages, we
are told, enable, or are always on the point of enabling them to sell
at lower prices, and to dislodge the English manufacturer from all
markets in which he is not artificially protected.

Before examining this opinion on grounds of principle, it is
worth while to bestow a moment's consideration upon it as a ques-
tion of fact. Is it true, that the wages of manufacturing labour are
lower in foreign countries than in England, in any sense in which
low wages are an advantage to the capitalist ? The artisan of Ghent
or Lyons may earn less wages in a day, but does he not do less work ?
Degrees of efficiency considered, does his labour cost less to his
employer ? Though wages may be lower on the Continent, is not the
Cost of Labour, which is the real element in the competition, very
nearly the same ? That it is so seems the opinion of competent
judges, and is confirmed by the very little difference in the rate of
profit between England and the Continental countries. But if so,
the opinion is absurd that English producers can be undersold by
their Continental rivals from this cause. It is only in America that

the supposition is l_rim4 fac_ admissible. In America, wages are
much higher than in England, if we mean by wages the daily earn-
ings of a labourer : but the proddctive power of American labour is
ao great--its efficiency, combined with the favourable circumstances

Z2
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in which it is exerted, makes it worth so much tc the purchaser, that
the Cost of Labour is lower in America than in England; as is

indicated by the fact that the general rate of profits and of interest
is higher.1

§ 3. But isittrue thatlow wages,even in the senseof low

Cost of Labour, enablea country to sellcheaperin the foreign
market? I mean, of course,low wages which are common to the

wholeproductiveindustryofthecountry.

Ifwages,in any of the departmentsofindustrywhich supply

exports,are kept,artificially,or by some accidentalcause,below

thegeneralrateofwages inthe country,thisisa realadvantagein
the foreign market. It lessens the comparative cost of production
ofthosearticles,inrelationto othem ; and has the same effectasif"

theirproductionrequiredso much lesslabour. Take, forinstance,
the case of the United Statesin respectto certaincommodities,

priorto the civilwar.S Tobacco and cotton,two greatarticlesof

export,wereproduced by slavelabour,whilefoodand manufactures

generallywere produced by freelabourers,eitherworking on their
own accountorpaidby wages. In spiteoftheinferiorefllcicncyof
slavelabour,therecan be no reasonabledoubt that ina country

where the wages offreelabourwere sohigh,thework executedby

slaveswas a betterbargainto the capitalist.To whatever extent
itwas so,thissmallercostoflabour,beingnot general,but limited

tothoseemployments,was justasmuch a causeofcheapnessinthe

products,both inthe home and in the foreignmarket,as ifthey
had been made by a lessquantityoflabour. If,when the slaves

in the Southern States were emancipated, their wages rose to the
general level of the earnings of free labour in America, that country
might have been obliged to erase some of the slave-grown articles
from the catalogue of its exports, and would certainly be unable to

sell any of them in the foreign market at the accustomed price.
Accordingly, American cotton is now habitually at a much higher
price than before the war. Its previous cheapness was partly an
artificial cheapness, which may be compared to that produced by
a bounty on production or on exportation: or, considering the

I [Until the 6th ed. (1865) the ooneluding olammran : "as is proved by the
hint that the general ntte of profits and of interest is very much higher."]

s [The concluding clause of this sentence was added in the 7th ed. (1871) ;
the following sentences changed from the present to the past tense ; and ti_
_ntenoe about the price of American ootton wu inserted.]
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means by which it was obtained, an apter comparison would be with
the cheapness of stolen goods.

An advantage of a similar economical, though of a very different
moralcharacter, is that possessed by domestic manufactures ; fabrics
produced in the leisure hours of families partially occupied in other
pursuits, who, not depending for subsistence on the produce of the
manufacture, can afford to sell it at any price, however lowj for
which they th_n_ it worth while to take the trouble of producing.
In an account of the Canton of Zurich, to which I have had occasion
to refer on another subject, it is observed,* "The workman of
Zurich is to-day a manufacturer, to-morrow again an agriculturist,
and changes his occupations with the seasons, in a continual round.
Ranufacturing industry and tillage advance hand in hand, in in-
leparable alliance, and in this union of the two occupations the
secret may be found, why the simple and unlearned Swiss manu-
facturer can always go on competing, and increasing in prosperity,
in the face of those extensive establishments fitted out with great
economic, and (what is still more important) intellectual, resourcea
Even in those parts of the Canton where manufactureJ have extended
themselves the most widely, only one-seventh of all the f_rni|ie_
belong to manufactures alone ; four-sevenths combine that employ-
ment with agriculture. The advantage of this domestic or family
manufacture consists chiefly in the fact, that it is compatible with
all other avocations, or rather that it may in part be regarded as
only a supplementary employment_ In winter, in the dwel|ings of
the operatives, the whole family employ themselves in it : but as
soon as spring appears, those on whom the early field labours
devolve abandon the in-door work ; many a shuttle stands still ;
by degrees as the field-work increases, one member of the family
follows another, till at last, at the harvest, and during the so-called
' great works,' all hands seize the implements of husbandry ; bul
in nn{avoursble weather, and in all othe_rise vacant hours, the
work in the cottage is resumed, and when the ungenial season again
recurs, the people return in the same gradual order to their horns
occupation, until they have all resumed it."

In the case of throe domestic manufactures, the comparative
coat of production, on which the interchange between countries
depends, is much lower than in proportion to the quantity of labour
mnployed. The workpeople, looking to the earnin_ of their loom

* H__ _ _ _ Er_tea Heft,
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for a part only, if for any part, of their actual maintenance, can
afford to work for a less remuneration than the lowest rate of wages
which can permanently exist in the employments by which the
labourer has to support the whole expense of the family. Working, as
they do, not for an employer but for themselves, they may be said
to carry on the manufacture at no cost at all, except the small expense
of a loom and of the material ; and the limit of possible cheapness
is not the necessity of living by their trade but that of earning
enough by the work to make that social employment of their leisure
hours not disagreeable.

§ 4. These two cases, of slave labour and of domestic manu-

factures, exemplify the conditions under which low wages enable s
country to sell its commodities cheaper in foreign markets, and
consequently to undersell its rivals, or to avoid being undersold by
them. But no such advantage is conferred by low wages when
common to all branches of industry. General low wages neve_
caused any country to undersell its rivals, nor did general high
wages ever hinder it from doing so.

To demonstrate this, we must return to an elementary principle
which was discussed in a former chapter.* General low wages do
not cause low prices, nor high wages high prices, within the country
itself. General prices are not raised by a rise of wages, any more
than they would be raised by an increase of the quantity of labour
required in all production. Expenses which affect all commodities
equally, have no influence on prices. If the maker of broadcloth

or cutlery, and nobody else, had to pay higher wages, the price of
his commodity would rise, just as it would if he had to employ more
labour; because otherwise he would gain less profit than other
producers, and nobody would engage in the employment. But
if everybody has to pay higher wages, or everybody to employ more
labour, the loss must be submitted to ; as it a_ects everybody alike,
no one can hope to get rid of it by a change of employment, each
therefore resigns himself to a diminution of profits, and prices remain
as they were. In like manner, general low wages, or a general
increase in the productiveness of labour, does not make prices low,
but profits high. If wages fall, (meaning here by wages the cost
of labour,) why, on that account, should the producer lower his price !
He will be forced, it may be said, by the competition of other
capitalists who will crowd into his employment. But other capitalists

* 8uprs, book Hi.oh. iv.
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are also paying lower wages, and by entering into competition with
him they would gain nothing but what they are gaining already.
The rate then at which labour is paid, as well as the quantity of it
which is employed, affects neither the value nor the price of the
commodity produced, except in so far as it is peculiar to that com-
modity, and not common to commodities generally.

Since low wages are not a cause of low prices in the country
itself, so neither do they cause it to offer its commodities in foreign
markets at a lower price. It is quite true that if the cost of labour
is lower in America than in England, America could sell her cottons
to Cuba at a lower price than England, and still gain as high a profit
as the English manufacturer. But it is not with the profit of the
English manufacturer that the American cotton spinner will make
his comparison ; it is with the profits of other American capitalists.
These enjoy, in common with himself, the benefit of a low cost of
labour, and have accordingly a high rate of profit. This high profit
the cotton spinner must also have : he will not content himself with
the English profit. It is true he may go on for a time at that lower
rate, rather than change his employment; and a trade may be
carried on, sometimes for a long period, at a much lower profit than
that for which it would have been originally engaged in. Countries
which have a low cost of labour, and high profits, do not for that
reason undersell others, but they do oppose a more obstinate r_
sistance to being undersold, because the producers can often submit
to a dlmiuution of profit without being unable to live, and even to
thrive, by their business. But this is all which their advantage
does for them : and in this resistance they will not long persevere,
when a change of times which may give them equal profits with the
rest of their countrymen has become manifestly hopeless.

§ 5. There is a class of trading and exporting communities,

on which a few words of explanation seem to be required. These
are hardly to be looked upon as countries, carrying on an exchange
of commodities with other countries, but more properly as outlying
agricultural or manufacturing establishments belonging to a larger
community. Our West India colonies, for example, cannot be
regarded as countries, with a productive capital of their own. If
Manch_ter, instead of being where it is, were on a rock in the North
Sea, (its present industry nevertheless continuing,) it would still
be hut a town of England, not a country trading with England ;
it would be merely, as now, a place where England finds it
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convenicattocarryon hercottonmanulacture.The WestIndies,
inllkemanner,aretheplacewhereEnglandfindsitconvenientto
earry on the production of sugar, cot_ce, and a few other tropical
commodities. All the capital employed is English capital ; _]most
all the industry is carried on for English uses ; there is little pro-
duction of anything except the staple commodities, and the_ are
sent to England, not to be exchanged for things exported to the
colony and consumed by its inhabitan_ but to be sold in England
for the benefit of the proprietors there. The trade with the West
Indies is therefore hardly to be considered as external trade, but
more resembles the tra_c between town and country, and is amen-
able to the principles of the home trade. The rate of profit in the
colonies will be regulated by English profits; the expectation of
profit must be about the same as in England, with the addition of
compensation for the disadvantages attending the more distant and
hazardous employment; and after allowance is made for those
ilsadvantages, the value and price of West India produce in the
Engl_h market must be regulated, (or rather must ]lave been regu-
lated formerly,) like that of any English commodity, by the cost
of production. For the last twelve or _teen years 1 thin prlnciple
has been in abeyance : the price was first kept up beyond the ratio
of the cost of production by deficient supplies, which could not,
owing to the deficiency of labour, be increased ; and more recently
the af]mi_sionof foreign competition has introduced another element,
and some of s the West India Islands are undersold, not so much
becausewagesarehigherthaninCuba and Brazil, as becausethey

axehigherthaninEngland: forweretheynotso,Jamaicacould
sellhersugarsatCubanprices,andstillobtain,thoughnotaCuban,
an Englishrateofprofit.

Itisworthwhilealsotonoticeanotherclassofsmall,butin

casemostlyindependentcommUnities, whichhavesupportedand
enrichedthemselvesalmostwithoutany productionsoftheirown,

(exceptshipsandmarineequipments,)by amerecarryingtrade,and
commerceofentrep6t; by buyingtheproduceofonecountry,to
sellitataprofitinanother.SuchwereVeniceandtheHaneeTowns.
The caseofthesecommunitiesisverysimple.They made them-
selvesand theircapitaltheinstruments,notofproduction,butof
accomplishing exchanges between the productions of other countries.
Thesc exchanges are attended with an advantage to those countries

[So_ 6th_ (186S); replying" tenor twelve" in lit ed. (1848).]
s [- Sore,ol"i_erted in _,b eel (1662_]
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--an increase of the aggregate returns to industry--l_t of which
went to ind_.mnlfy the agents for the necessary expenses of transport,
and another part to remunerate the use of their capital and met-
canoe R_llo The countries themselves had not capital disposable
for the operation. When the Venetlans became the agents of the
general commerce of Southern Europe, they had scarcely any com-
petitors : the thing would not have been done at all without them,
and there was really no limit to their profits except the limit to
what the ignorant feudal nobility could and would give for the un-
known luxuries then first presented to their sight. At a later
period competition arose, and the profit of this operation, like that
of others, became amenable to natural laws. The carrying trade
wM taken up by Holland, a country with productions of its own and
a large accumulated capital The other nations of Europe also had
now capital to spare, and were capable of conducting their foreign
trade for themselves : but Holland, having, from a variety of cir-
cumstances, a lower rate of profit at home, could afford to carry for
other countries at a smaller advance on the or_ual cost of the
goods, than would have been required by their own capitalists ;
and Holland, therefore, engrossed the greatest part d the carrying
trade of all those countries which did not keep it to thenmelves by
Navigation Laws, constructed, like those of Engiaud, tot that
_grpress purpose.



CHAPTER XXVl

OF DISTRIBUTION, AS AFFEC_rED BY EXCHANG TM

§ 1. WE have now completed, as far as is compatible with our
purposes and limits, the exposition o[ the machinery through which
the produce of a country is apportioned among the different classes
of its inhabitants ; which is no other than the machinery of Exchange,

and has for the exponents of its operation the laws of Value and of
Price. We shall now avail ourselves of the light thus acquired, to
cast a retrospective glance at the subiect of Distribution. The
division of the produce among the three classes, Labourers, Capitalists_
and Landlords, when considered without any reference to Exchange,

appeared to depend on certain general laws. It is fit that we should
now consider whether these same laws still operate, when the dis-
tribution takes place through the complex mechanism of exchange
and money ; or whether the properties of the mechanism interfere
with and modify the presiding principles.

The primary division of the produce of human exertion and [ru-
gality is, as we have seen, into three shares, wages, profits, and rent ;
and these shares are portioned out to the persons entitled to them,
in the form of money, and by a process of exchange ; or rather,
the capitalist, with whom in the usual arrangements of society the
produce remains, pays iu money, to the other two sharers, the
market value of their labour and land. If we examine, on what

the pecuniary value of labour, and the pecuniary value of the use
of land, depend, we shall find that it is on the very same causes by
which we found that wages and rent would be regulated if there were
no money and no exchange of commodities.

It is evident, in the first place, that the law of Wages is not affected
by the existence or non-existence of Exchange or Money. Wages
depend on the ratio between population and capital; and would
do so if all the capital in the world were the property of one associa-
tion, or if the capitalists among whom it is shared maintained each
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an establishment fur the production of every article consumed in
the community, exchange of commodities having no existence.
As the ratio between capital and population, in all old countries,
depends on the strength of the checks by which the too rapid increase
of population is restrained, it may be said, popularly speaking, that
wages depend on the checks to population ; that when the check is
not death, by starvation or disease, wages depend on the prudence
of the labouring people ; and that wages in any country are habitu-
ally at the lowest rate to which in that country the labourer will
mlffer them to be depressed rather than put a restraint upon multi-
plication.

What is here meant, however, by wages, is the labourer's real

_ale of comfort ; the quantity he obtains of the things which nature
or tmbit has made necessary or agreeable to him: wages in the
sense in which they are of importance to the receiver. In the sense

in which they are of importance to the payer, they do not depend
exclusively on such simple principles. Wages in the first sense, the
wages on which the labourer's cemfort depends, we will call real
wages, or wages in kind. Wages in the second sense, we may be
permitted to call, for the present, money wages ; assuming, as it is
allowable to do, that money remains for the time an invariable
standard, no alteration taking place in the conditions under which
the circulating medium itself is produced or obtained. If money
itself undergoes no variation in cost, the money price of labour is
an exact measure of the Cost of Labour, and may be made use of as

a convenient symbol to express it.
The money wages of labour are a compound result of two elements:

first, real wages, or wages in kind, or, in other words, the quantity
which the labourer obtains of the ordinary articles of consumption ;

and secondly, the moneypriees of those articles. In all old countries
--all countries in which the increase of population is in any degree
checked by the difficulty of obtaining subsistence--the habitual
money price of labour is that which will just enable the labourers,
one with another, to purchase the commodities without which they
either cannot or will not keep up the population at its customary
rate of increase. 1 Their standard of comfort being given, (and by
the standard of comfort in a labouring class, is meant that, rather
than forego which, they will abstain from multiplication,) money
wages depend on the money price, and therefore on the cost of

1 [So Iduce 8rd ed. (1852). The original text ran: "the commodities
without which they will not oonsenS_o continue the raoe."]
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production, of the various articles which the labourers habitually
consume: because if their wages cannot procure them a given

quantity of these, their increase will slacken, and their wages
Of these articles, food and other agricultural produce are so much
the principal, as to leave little influence to anything else.

It is at this point that we are enabled to invoke the aid of tim
principles which have been laid down in this Third Part. The cost
of production of food and agricultural produce has been analyzed
in a preceding chapter. It depends on the productiveness of the
lent fertile land, or of the least productively employed portion of
capital, which the necessities of society have as yet put in requisition
for agricultural purposes. The cost of production of the food grown
in these least advantageous circnm_tances, determines, as we have
seen, the exchange value and money price of the whole. In any
given state, therefore, of the labourers' habits, their money wages
depend on the productiveness of the least fertile land, or least
productive agricultural capital ; on the point which cultivation has
reached in its downward progress--in its encroachments on the
barren lands, and its gradually increased strain upon the powers of
the more fertile. Now, the force which urges cultivation in tl_
downward course is the increase of people ; while the counter-foros
which checks the descent, is the improvement of agricultural science
and practice, enabling the same soil to yield to the same labour morn
ample returns. The costliness of the most costly part of the produc6
of cultivation is an exact expres_on of the state, at any given
moment, of the race which population and agricultural skill am
always _mning a_xin_t each other.

§ 2. It is well said by Dr. CbMmexs, that many of the most
important lessons in Political economy are to be learnt at the extreme
margin of cultivation, the last Point which the culture of the soil has
reached in its contest with the spontaneous agencies of nature.
The degree of productiveness of this extreme margin is an index
to the existing state of the distribution of the produce among the
three classes, of labourers, capitalists, and l_ndlords.

When the demand of an increasing population for more food
cannot l_satisfied without extending cultivation to less fertile land,
or incurring additional outlay, with a less proportional return, on
land already in cultivation, it is a necessary condition of this increase
of agricultural produce that the value and price of that produce
must firstrise. But assoonasthe price hasrisensufficientlytogive
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to the additional outlay o| capital the ordinary profit, the rise will not
go on still further for the purpose of enabling the new land, or the
new expenditure on old ]and, to yield rent as we1 as profit. The
land or capital last put in requisition, and occupying what Dr.
Chalmem calls the margin of cultivation, will yield, and continue to
yield, no rent. But if this yields no rent, the rent afforded by all
other land or agricultural capital will be exactly so much as it pro-
duces more than this. The price of food will always on the average
be such, that the worst land, and the least productive instalment of
the capital employed on the better lands, shall just replace the
expenses with the ordinary profit. If the least favoured land and
capital just do thus much, all other land and capital will yield an
extra profit, equal to the proceeds of the extra produce due to their
superior productiveness; and this extra profit becomes, by com-
petition, the prize o| the land]ords. Exchange, and money, there-
fore, make no difference in the law of rent : it is the same as we

originally found it. Rent is the extra return made to agricu]tur_
capital when employed with peculiar advantages ; the exact
equivalent of what those advantages enable the producers to
economize in the cost of production: the value and price of the
produce being regulated by the cost of production to those producers
who have no advantages; by the return to that portion of agri-
cultural capital, the circumstances of which are the least favourable.

| 3. Wagee and Rent being thuJ regulated by the eame principles,
when paid in money, as they would be if apportioned in kind, it
followm that Profits are so likewise. For the surplus, after re-
piacing wages and paying rent, coustitutes Profits.

We found in the last chapter of the Second Book, that the
advances of the capitalist, when analyzed to their ultimate elements,
consist either in the purchase or maintenance of labour, or in the
profits of former capitalists ; and that therefore profits, in the last
resort, depend upon the Cost of Labour, falling as that rises, and
rising u it falls. Let _ endeavour to trace more minutely the
operation of this law.

There are two modes in which the Cost of Labour, which is cor-

rectly represented (money being supposed invariable) by the money
wages of the labourer smay be increased. The labourer may obtain
greater comforts; wages in kind--real wages--may rise. Or the
progress of population may force down cultivation to inferior soilas
and more costly processes ; thus raising the cost of production, the
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value, and the price, of the chief articles of the labourer's consum_
tion. On either of these suppositions, the rate of profit will fail.

If the labourer obt_in_ more abundant commodities, only by
reason of their greater cheapness ; if he obtains a greater quantity,
but not on the whole a greater cost ; real wages will be increased, but
not money wages, and there will be nothing to affect the rate of
profit. But if he obtains a greater quantity of commodities of
which the cost of production is not lowered, he obtaln_ a greater
cost ; his money wages are higher. The expense of these increased
money wages falls wholly on the capitalist. Thereare no conceivable
means by which he can shake it off. It may be said--it is, not
unfrequently, said--that he will get rid of it by fairing his price.
But this opinion we have already, and more than once, fully refuted.*

The doctrine, indeed, that a rise of wages eanses an equivalent
rise of prices, is, as we formerly observed, self-contradictory: for
if it did so, it would not be a rise of wages ; the labourer would get
no more of any commodity than he had before, let his money wages
rise ever so much ; a rise of real wages would be an impossibility.
This being equally contrary to reason and to fact, it is evident that
a rise of money wages does not raise prices ; that high wages are not
a cause of high prices. A rise of general wages falls on profits.
There is no possible alternative.

Having disposed of the case in w_ch the increase of money
wages, and of the Cost of Labour, arises from the labourer's obtaining
more ample wages in kind, let us now suppose it to arise from the
increased cost of production of the things which he consumes;
owing to an increase of population, unaccompanied by an equivalent
increase of agricultural skill The augmented supply required by
the population would not be obtained, unless the price of food rose
eu_ciently to remunerate the farmer for the increased cost of
production. The farmer, however, in this case sustains a twofold
disadvantage. He has to carry on his cultivation under lees favour-
able conditions of productiveness than beforeL For this, as it is a
disadvantage belonging to him only as a farmer, and not shared by
other employers, he will, on the general principles of value_ be
compensated by a rise of the price of his commodity : indeed, until
this rise has taken plac_ he will not bring to market the required
increase of produce. But this very _ of price involves him in
another necessity, for which he is not compensated_ Amthe real

* Suitor,bookiii. oh iv. | 2, andoh.xxv. §4.
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wages oi labour are by supposition unaltered, he must pay higher
money wages to his labourers. This necessity, being common to
him with all other capitalists, forms no ground for a rise of price.
The price -sill rise, until it has placed him in as good a situation in
respect of profits, as other employers of labour : it will rise so as to
indemnify him for the increased labour which he must now employ
in order to produce a given quantity of food: but the increased
wages of that labour are a burthen common to all, and for which no
one cau be indemnified. It will be paid wholly from profits.

Thus we see that increased wages, when common to all descriptions
of productive labourers, and when really representing a greater Cost
of Labour, are always and necessarily at the expense of profits.
And by reversing the cases, we should find in like manner that
diminished wages, when representing a really diminished Cost of
Labour, are equivalent to a rise of profits. But the opposition of
pecuniary interest thus indicated between the class of capitalists
and that of labourers, is to a great extent only apparent. Real
wages are a very different thing from the Cost of Labour, and are
generally highest at the times and places where, from the easy terms
on which the land yields all the produce as yet required from it, the
value and price of food being low, the cost of labour to the employer,
notwithstanding its ample remuneration, is comparatively cheap,
and the rate of profit consequently high.1 We thus obtain a full
confirmation of our original theorem that Profits depend on
the Cost of Labour : or, to express the meaning with still greater
a_curacy, the rate of profit and the cost of labour vary inversely aa
one another, and are joint effects of the same agencies or causes.

But does not this proposition require to be slightly modified,
by making allowance for that portion (though comparatively small)
of the expenses of the capitalist, which does not consist in wages
paid by himself or reimbursed to previous capitalists, but in the
profits of those previous capitalists ? Suppose, for example, an
invention in the manufacture of leather, the advantage of which
should consist in rendering it 11nnecessary that the hides should
remain for so great a length of time in the tan-pit. Shoemakers,
saddlers, and other workers in leather, would save a part of that
portion of the cost of their material which consists of the tanner's
profits during the time his capital is locked up ; and this saving,
it may be said, is a source from which they might derive an increase

J Thewords" as at presentin the UnitedStat_ " woreomittedat thin
pointfromthe6th ed. (1865).]
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of profit, though wages and the Cost of Labour remained exactJy t_
same. In the cMe here supposed, however, the conmlmer alone
would benefit, since the prices of shoes, harness, and all other articles
into which leather enters, would fall, until the profits of the producers
were reduced to the general level. To obviate this objection, let us
suppose that a t_milar saving of e:rpe_e takes place in all depart-
ments of production at once. In that case, since values and prices
would not be affected, profits would probably be raised ; but if we
look more closely into the case we shall find, that it is because
the cest of labour would be lowered. In this, as in any other
ease of increase in the general productiveness of labour, if the
labourer obtained only the same real wages, profits would be
raised: but the same real wages would imply a smaller Cost of
Labour; the cost of production of all things having been, by the
supposition, dlmlnished. If, on the other hand, the real wages of
labour rose proportionally, and the Cost of Labour to the employer
remained the same, the advances of the capitalist would bear the

same ratio to his returns as before, and the rate of profit would be
unaltered. The reader who may wish for a more minute ex_mln&-
tion of this point, will find it in the volume of separate Essays
to which reference has before been made.* The question is too
intricate in comparison with its importance, to be further entered
into in a work like the present ; and I will merely say, that it seems
to result from the considerations adduced in the Essay, that there

is nothing in the case in question to affect the integrity of the theory
which alarms an exact correspondence, in an inverse direction1
between the rate of profit and the Cost of Labour.

• _mmyIV. o_Pro_tmaz_Im_.



BOOK IV

INFLUENCE OF THE PROGRESS OF

SOCIETY ON PRODUCTION AND

DISTRIBUTION

CHAPTER I

6]_{IRAL _"WTARA__ OF • F]_O_RF_]V]I [_TATI OF W]AL'J['[[

§ 1. T_R three preceding Parts include as detailed a view
our limits permit, of what, by a happy generalization of a mathe-
matical phrase, has been called the Statics of the subject. We have
surveyed the field of economical facts, and have examined how
they stand related to one another as causes and effects; what
circumstances determine the amount of production, of employment
for labour, of capital and population; what laws regulate rent,
profits, and wages ; under what conditions and in what proportions
commoditiesare interchangedbetweenindividualsand between
countries.We havethusobtainedacollectiveviewoftheeconomical

phenomenaofsociety,consideredu existing_dinultaneously.We
havea_ned, toacertainextent,theprinciplesoftheirinter-
dependence; and whenthestateofsomeoftheelementsisknown,
we shouldnow be abletoinfer,ina generalway,thecontempora-
neonsstateofmostoftheothem. Allthis,however,has onlyput
us in_on oftheeconomicallawsofa stationaryand un-
changingsociety.We havestilltoconsidertheeconomicalcondition
of ma}_k-lndms liable to change, and indeed (in the more advanced
portions of the race, and in all regions to which their influence
reaches) as at all times undergoing progressive changes. We have to
consider what these changes are, what are their laws, and what their
ultimate tendencies ; thereby adding a theory of motion to our theory
of equilibrium_the Dynamics of political economy to ttm Statics.
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In this inquiry, it is natural to commence by tracing the operation
of known and acknowledged agencies. Whatever may be the
other changes which the economy of society is destined to undergo,
there is one actually in progress, concerning which there can be no
dispute. In the leading countries of the world, and in all others as
they come within the influence of those leading countries, there is
at least one progressive movement which continues with little
interruption from year to year and from generation to generation ;
a progress in wealth ; an advancement of what is called material
prosperity. All the nations which we are accustomed to call
civilized, increase gradually in production and in population : and
there is no reason to doubt, that not only these nations will for
some time continue so to increase, but that most of the other nations

of the world, including some not yet founded, will successively
enter upon the same career. It will, therefore, be our first obiect

examine the nature and consequences of this progressive change;
the elements which constitute it, and the e_ects it produces on the
various economical facts of which we have been tracing the laws,
and especially on wages, profits, rents, values, and prices.

§ 2. Of the features which characterize this progressive econo-
mical movement of civilized nations, that which first excites

attention, through its intimate connexion with the phenomena of
Production, is the perpetual, and so far as human foresight can
extend, the unlimited, growth of man's power over nature. Our
knowledge of the properties and laws of physical objects shows no
sign of approaching its ultimate boundaries : it is advancing more
rapidly, and in a greater number of directions at once, than in any
previous age or generation, and affording such frequent glimpses
of unexplored fields beyond, as to justify the belief that our acquain-
t_uce with nature is still almost in its infancy. This increasing
physical knowledge is now, too, more rapidly than at any former
period, converted, by practical ingenuity, into physical power.
The most marvellous of modern inventions, one which realizes the

imaginary leats of the magician, not metaphorically but literally_
the electro-magnetic telegraph--sprang into existence but a few
years after the establishment of the scientific theory which it
realizes and exemplifies. Lastly, the manual part of these great
scientific operations is now never wanting to the intellectual : there
is no di_eulty in finding or forming, in a suttlcient number of the
working hands of the community, the skill requisite for executing
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the most delicate processes of the application of science to practical
uses. From this union of conditions, it is impossible not to look
forward to a vast multiplication and long succession of contrivances
for economizing labour and increasing its produce ; and to an ever
wider diffusion of the use and benefit of those contrivances.

Another change, which has a|ways hitherto characterized, and
will assuredly continue to characterize, the progress of civil_d
society, is a continual increase of the security of person and property.
The people of every country in Europe, the most backward as well
as the most advanced, are, in each generation, better protected
against the violence and rapacity of one another, both by a more
efficient judicature and police for the suppression of private crime,
and by the decay and destruction of those mischievous privileges
which enabled certain classes of the community to prey with impunity
upon the rest. They are also, in every generation, better protected,
either by institutions or by manners and opinion, against arbitrary
exercise of the power of government. Even in semi-barbarous
Russia, acts of spoliation directed against individuals, who have not
made themselves politically obnoxious, are not supposed to be now
so frequent as much to affect any person's feelings of security.
Taxation, in all European countries, grows less arbitrary and
oppressive, both in itself and in the manner of levying it. Wars,
and the destruction they cause, are now usually _ confined, in almost
every country, to those distant and outlying possessions at which
it comes into contact with savages. Even the vicissitudes of
fortune which arise from inevitable natural calamities, are more

and more softened to those on whom they fall, by the continua]
extension of the salutary practice of insurance.

Of this increased security, one of the most _g effects is
a great increase both of production and of accumulation. Industry
and frugality cannot exist where there is not a preponderant

probability that those who labour and spare will be permitted to
enjoy. And the nearer this probability approaches to certainty,
the more do industry and frugality become pervading qualities
in a people_ Experience has shown that a large proportion of the
results of labour and abstinence may be taken away by fixed
taxation, without impairing, and sometimes even with the effect
of stimulating, the qualities from which a great production and an
abundant capital take their rise. But those qualities are not proof

, [" Usually" inserted in 4th ed. (1857).]
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agalnAt a high de_gree of un_,_nty. The Government may carry
off a part ; but there must be assurance that it will not interfere,
nor suffer any one to interfere, with the remainder.

One of the changes which most infallibly attend the progress
of modern society, is an improvement in the business capacities
of the general ma_ of man_nd. I do not mean that the practical
sagacity of an individual human being is greater than formerly. I
am inclined to believe that economical progress has hitherto had
even a contrary effect. A person of good natural endowments, in
a rude state of society, can do a great number of things tolerably
well, has a greater power of adapting means to ends, is more capable
of extricating himself and others from an unforeseen embarrassment,
than ulnety-nine in a hundred of those who have known only what
is called the civilized form of life. How far these points of inferiority
of faculties are compensated, and by what means they might be
compensated still more completely, to the civilized man as an
individual being, is a question belonging to a different inquiry from
the present. But to civilized human beings collectively considered,
the compensation is ample. What is lost in the separate efficiency of
each, is far more than made up by the greater capacity of united

action. In proportion as they put off the qualities of the savage,
they become amenable to discipline ; capable of adhering to plans
concerted beforehand, and about which they may not have been
consulted; of subordinating their individual caprice to a precon-
ceived determination, and performing severally the parts allotted
to them in a combined undertaking. Works of all sorts, imprac-
ticable to the savage or the half-civilized, are daily accomplished by
civilized nations, not by any greatness of faculties in the actual agents,
but through the fact that each is able to rely with certainty on the
others for the portion of the work which they respectively undertake.
The peculiar characteristic, in short, of civilized beings, is the
capacity of co-operation; and this, like other faculties, tends to
improve by practice, and becomes, capable of assnmin_ a comrtantly
wider sphere of action.

Accordingly there is no more certain incident of the prog_mive
change taking place in society, than the continual growth of the
principle and practice of co-operation. Associations of individuals
volunta_ly combining their small contributions now perform
works, both of an industrial and of many other characters, which
no one person or small number of persons are rich enough to accom-
plish, or for the performance of which the few persons capable of



accomplishingthem _ formerly enabled to exact the most
Inordinateremuneration. AAwealthincreasesandb_ees capacity
improves, we may look forward to a great ex_ensionof estab_h-
merits, both for indnstdal and other purposes, formed by the
collective contributions of large numbers ; establishments llke those
called by the technical name of joint-stock companies, or the associ-
ations lees formally constituted, which are so numerous in England,
to rake funds for public or philanthropic objects, lot, lastly, those
associations of workpeople either for production, or to buy goods for
their common consumption, which are now specially known by the
name of co-operative societiee.

The progress which is to be expected in the physical sciences
and arts, combined with the greater securlty of property, and
greater freedom in disposing of it, which are obvious features in the
civilization of modem nations, and with the more extensive and
more ekilful employment of the joint-stock principle, afford space
and scope for an indefinite increase of capital and production, and
for the increase of population which is its ordinary accompaniment.
That the growth of population will overpass the increase of pro-
duction, there is not much reason to apprehend ; and that it should
even keep pace with it_ is inconsistent with the supposition of any
real improvement in the poorest classes of the people. It is, how-
ever, quite possible that there might be a great progress in industrial
improvement, and in the signs of what is commonly called national
prosperity; a great increase of aggregate wealth, and even, in
some respects, a better distribution of it; that not only the rich
might grow richer, but many of the poor might grow rich, that the
intermediate classes might become more numerous and poweffu]_
and the means of enjoyable existence be more and more largely
diffnsed, while yet the great class at the base of the whole might
increase in numbers only, and not in comfort nor in cultivation. We
must, therefore, in considering the effects of the progress of industry,
admit as a supposition, however greatly we deprecate as a fact,
an increase of population as long-continued, as indefinite, and
possibly even as rapid, as the increase of production and accumu-
lation.

With these prelimlnary obeervations on the canses of change
tt work in a society which is in a state of economical progress, I
proceed to a more detailed examination of the changes themselvee.

n [Therem_i_d_wordsof thesentencewereaddedm the6thed. (1865)_]



CHAPTER II

_rFLUENC]_ 07 THB PROGRESS OF INDUSTRY AND POPULATION

o_ vALUESANDrR_CES

§ l. THE changes which the progress of industry causes or
presupposes in the circumstances of production, are necessarily
attended with changes in the values of commodities.

The permanent values of all things which are neither under a
natural nor under an artificial monopoly, depend, as we have seen,
on their cost of production. But the increasing power which
mankind are constantly acquiring over naturet increases more and
more the efficiency of human exertion, or, in other words, diminishes
cost of production. All inventions by which a greater quantity
of any commodity can be produced with the same labour or the
same quantity with less labour, or which abridge the process, so that
the capital employed needs not be advanced for so long a timej
lessen the cost of production of the commodity. As, however, value
is relative; if inventions and improvements in production were
made in all commodities, and all in the same degree, there would
be no alteration in values. Things would continue to exchange fo_
each other at the same rates as before ; and mankind would obtain
a greater quantity of all things in return for their labour and
abstinence, without having that greater abundance measured and
declared (as it is when it affects only one thing) by the diminished
exchange value of the commodity.

As for prices, in these cixcumstances they would be affected el
not, according as the improvements in production did or did not
extend to the precious metals. If the materials of money were an
exception to the general diminution of cost of production, the
values of all other things would fall in relation to money, that is,
there would be a fall of general prices throughout the world. But
if money, like other things, and in the same degree as other things_
were obtained in greater abundan_ and cheapness, prices would be
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no more affected than values would : and there would be no visible

sign in the state of the markets, of any of the changes which bad
taken place; except that there would be (if people continued to
labour as much as before) a greater quantity of all sorts of com-
modities, circulated at the same prices by a greater quantity of money.

Improvements in production are not the only circumstance
accompanying the progress of industry which tends to diminish the
cost of producing, or at least of obtaining, commodities. Another
circumstance is the increase of intercourse between different parts

of the world. As commerce extends, and the ignorant attempts
to restrain it by tariffs become obsolete, commodities tend more
and more to be produced in the places in which their production
can be carried on at the least expense of labour and capital to
manb_nd. As civilization spreads, and security of person and
property becomes established, in parts of the world which have not
hitherto had that advantage, the productive capabilities of those
places are called into fuller activity, for the benefit both of their own
inhabitants and of foreigners. The ignorance and misgovernment
in which many of the regions most favoured by nature are still
grovelling, afford work, probably, for many generations before those
countries will be raised even to the present level of the most civilized
parts of Europe. Much will also depend on the increasing migration
of labour and capital to unoccupied parts of the earth, of which the
soil, climate, and situation are found, by the ample means of explora-
tion now possessed, to promise not only a large return to industry,

but great facilities of producing commodities suited to the markets
of old countries. Much as the collective industry of the earth is
likely to be increased in efficiency by the extension of science and of
the industrial arts, a still more active source of increased cheapness
of production will be found, probably, for some time to come, in the
gradually unfolding consequences of Free Trade, and in the increasing
scale on which Emigration and Colonization will be carried on.

From the causes now enumerated, unless counteracted by others,
the progress of things enables a country to obtain at less and less of
real cost, not only its own productions but those of foreign countries.
Indeed, whatever dimln_shes the cost of its own productions, when of
an exportable character, enables it, as we have already i_en_ to
obtain its imports at lea real cost.

| 2. But is it the fact, that these tendencies are not counter-
acted ? Has the progress of wealth and industry no effect in regard
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to cost of production, but to d;m_Rh it ! Are no causes of an
opposite character brought into operation by the same prog_m,
sufficient in some cases not only to neutralize, but to overcome the
former, and convert the descending movement of cost of production
into an ascending movement _ We are already aware that there are
such causes, and that, in the case of the most important classes of
commodities, food and materials, there is a tendency diametrically
opposite to that of which we have been spea_ng. The cost of
production of these commodities tends to increase.

This is not a property inherent in the commodities themselves.
If population were stationary, and the produce of the earth never
needed to be augmented in quantity, there would be no cause for
greater cost of production. Manlrind would, on the contrary, have
the full benefit of all improvements in agriculture, or in the arts
subsidiary to it, and there would be no difference, in this respect,
between the products of agriculture and those of manufactures. 1
The only products of industry which, if population did not increase,
would be liable to a real increase of cost of production, are those

which, depending on a material which is not renewed, are either
wholly or partially exhaustible ; such as coal, and most if not all
metals ; for even irons the most abundant as well as most useful of

metallic products, which forms an ingredient of most minerals and
of almost all rocks, is susceptible of exhaustion so far as regards its
richest and most tractable ores.

When, however, population increases, as it has never yet failed
to do when the increase of industry and of the means of subsistence
made room for it, the demand for most of the productions of the

earth, and particularly for food, increases in a corresponding propor-
tion. And then comes into effect that fundamental law of produc-
tion from the soil, on which we have so frequently had occasion to
expatiate; the law, that increased labour, in any given state of
agricultural skill, is attended with a less than proportional increase
of produce. The cost of production of the fruits of the earth
increases, c_er/s i_r_ms, with every increase of the demand.

No tendency of a like kind exists with respect to manufactured
articles. The tendency is in the contrary direction. The larger

z [The following tms_ge of the originat (1848) te_t w_ omitted in the 5th
ed. (1862): "The former, indeed, so far M present foreslght can ext_d,
does not seem to be susceptible to improved processes to so great a degree
as some brauches of manufacture ; but inventions may be in resinate for the
future whioh rosy invert thk rels_o_ _]
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the aeah on which _-_uhctufing operations are carded on, the
more cheaply they can in general be performed. Mr. Senior has
gone the length of enuneiatiug as an inherent law of manufacturing
industry, that in it increased production takes place at a smaller
coat, while in agricultural industry increased production takes place
at a greater cost. I cannot think, however, that even in manufac-
tures, increased cheapness follows increased production by anything

amounting to a law. It is a probable and usual, but not a necessary
consequence.

As manufactures, however, depend for their materials either
apon agriculture, or mining, or the spontaneous produce of the earth,
manufacturing industry is subject, in respect of one of its essentials,
to the game law as agriculture. But the crude material generally
forms so small a portion of the total cost, that any tendency

which may Ax-lat to a progressive increase in that single item, is
much over-balanced by the diminution continually taking place in
all the other elements; to which diminution it is impossible at
present to assign any limit.

The tendency, then, being to a perpetual increase of the pro-
ductive power of labour in manufactures, while in agriculture and
mining there is a conflict between two tendencies, the one towards
an increase of productive power, the other towards a diminution of
it, the coat of production being lessened by every improvement in
the processe_ and augmented by every addition to population ; it
fo]lows that the exchange values of manufacturod articles, compared
with the products of agriculture and of mines, have, as population
and industry advance, a certain and decided tendency to fall.
Money being a product of mines, it may also be laid down as a rule,
that manufactured articles tend, as society advances, to fall in money
price_ The industrial history of modern nations, especially during
the last hundred years, fully bears out this assertion.

| 3. Whether agricultural produce increases in absolute as well
as comparative cost of production, depends on the conflict of the
two antagonist ageneies_ increase of population_ and improvement
in agricultural skill. In some, perhaps in most, states of society,
(looking at the whole surface ot the earth,) both agricultural skill
and population are either stationary, or increase very slowly, and
the cost of production of food, therefore, is nearly stationary. In a
society which is advancing in wealth, population generally increases
faster than agricultural skill, and food consequently tends to become



more coetly; but there are timw when a strong impulse sets in
towards agricultural improvement. Such an impulse has show9
itself in Great Britain during the last twenty or thirty 1 years. In
England and Scotland agricultural skill has of late increased con-
siderably faster than population, insomuch that food and other
agricultural produce, notwithstanding the increase of people, can be
grown at less cost than they were thirty yearn ago s : and the aboli-
tion of the Corn Laws has given an additional stimulus to the spirit
of improvement. In some other countries, and particularly in
France, the improvement of agriculture gains ground still more

decidedly upon population, because though agriculture, except in a
few provinces, advances slowly, population advances still more

slowly, and even with increasing slowness; its growth being kept
down, not by poverty, which is dimlnlshing_ but by prudence.

Which of the two conflicting agencies is gaining upon the other at
any particular time, might be conjectured with tolerable accuracy
from the money price of agricultural produce (supposing bullion not
to vary materially in value), provided a sufllcient number of years
could be taken, to form an average independent of the fluctuatious
of seasons. This, however, is hardly practicable, since Mr. Tooke

has shown that even so long a period as half a century may include a
much greater proportion of abundant and a smaller of deficient

seasons than is properly due to it. A mere average, therefore, might
lead to conclusions only the more misleading, for their deceptive
semblance of accuracy. There would be less danger of error in
taking the average of only a small number of years, and correcting
it by a conjectural allowance for the character of the seasons, than
in trusting to a longer average without any such correction. It is
hardly necessary to add, that in founding conclusions on quoted
prices, allowance must also be made as far as possible for any changes
in the general exchange value of the precious metals.* s

§ 4. Thus far, of the effect of the progress of society on the
permanent or average values and prices of commodities. It re-

thirty."]
s [Written in 184g]
* [1852] A still better criterion, perhaps, than that suggested in the text

would be the increase or diminution of the amount of the labourer's wag_
ostimated in agricultural produce.

, _ee Appeod_ X. Pruzm m ffw 1_/6 U_.]
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malnR to be considered in what manner the same progress affects
their fluctuations. Concexnln_ the answer to this question there
can be no doubt. It tends in a very high degree to dirnlni_hthem.

In poor and backward societies, as in the East, and in Europe
during the Middle Ages, extraordinary differences in the price of
the same commodity might exist in places not very distant from each
other, because the want of roads and CanalR_the imperfection
of marine navigation, and the insecurity of communications
generally, prevented things from being transported from the places
where they were cheap to those where they were dear. The things
most liable to fluctuations in value, those directly influenced by the
seasons, and especially food, were seldom carried to any great
distances. Each locality depended, as a general rule, on its own
produce and that of its immediate neighbourhood. In most yearn,
accordingly, there was, in some part or other of any large country,
a real dearth. Almost every season must be unpropitious to some
among the mary soils and climates to be found in an extensive tract
of country; but as the same season is also in general more than
ordinarily favourable to others, it is only occasionally that the
aggregate produce of the whole country is deficient, and even then
in a less degree than that of many separate portions; while a
deficiency at all considerable, extending to the whole world, is a
thing almost unknown. In modern times, therefore, there is only
dearth, where there formerly would have been famine, and sufficiency
everywhere when anciently there would have been scarcity in some
places and superfluity in others.

The same change has taken place with respect to all other
al_cies of commerce. The safety and cheapness of communications,
which enable a deficiency in one place to be supplied from the surplus
of another, at a moderate or even a small advance on the ordinary
pnce, render the fluctuations of pzices much less extreme than
formerly. This effect is much promoted by the existence of large
capitals, belonging to what are called speculative merchants, whose
business it is to buy goods in order to resell them at a profit.

These dealers naturally buying thingS when they are cheapest, and
storing them up to be brought again into the market when the price
has become unusually high ; the tendency of their operations is to
equalize price, or at least to moderate its inequalities. The prices of
thingS are neither so much depressed at one time, nor so much raised
at another, as they would be ff speculative dealers did not exist.

8pecnlatozs, therefore, have a highly useful _ce in the economy
2_
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of society; and (contrary to common opinion) the moot u_ful
portion of the class are those who speculate in commoditiea affected
by the vicissitudes of seasona If there were no corn-dealers, not
only would the price of corn be liable to variations much more
extreme than at present, but in a deficient season the necessary
supplies might not be forthcoming at alL Unless there were
speculators in corn, or unless, in default of dealers, the farmem
became speculators, the price in a season of abundance would fall
without any limit or check, except the wasteful consumption that
would invariably follow. That any part of the surplus of one year
remains to supply the deficiency of another, is owing either to
farmers who withhold corn from the market, or to dealers who
buy it when at the cheapest and lay it up in store.

§ 5. Among persons who have not much considered the subject,
there is a notion that the gains of speculators are often made by
causing an artificial scarcity ; that they create a high price by their
own purchases, and then profit by it. This may easily be shown to
be fallacious. If a corn-dealer makes purchases on speculation, and
produces a rise, when there is neither at the time nor afterwards any
cause for a rise of price except his own proceedings ; he no doubt
appears to grow richer as long as his purchases continue, because he
is a holder of an article which is quoted at a higher anti higher price :
but this apparent gain only seems within his reach so long as he does
not attempt to realize it. If he hembought, for i_ce, a million
of quarters, and by withholding them from the market, has raised
the price ten shillings a quarter ; just so much as the price has been
raised by withdrawing a million quarters, will it he lowered by
bringing them back, and the best that he can hope is that he will
lose nothing except interest and his expenses. If by a gradual and
cautious sale he is able to realize, on some portion of his stores, a
part of the increased price, so also he will undoubtedly have had to
pay a part of that price on some portion of his purchases. He runs
considerable risk of incurring a still greater loss ; for the temporary
high price is very likely to have tempted others, who had no share
in causing it, and who might othe_Tise not have found their way to
his market at all, to bring their corn there, and intercept a part of
the advantage. So that instead of profiting by a scarcity caused
by himsdf, he is by no means nnlilrely, after buying in an average
market, to be forced to sell in a superabundant one.

As an individual speculator canno_ gain by a rise of price solely
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of his own cx_-_, so neither can a number of speculators gai_
collectively by a rise which their operations have artificially produced.
Some among a number of speculators may gain, by superior judg-
ment or good fortune i in selecting the time for realizing, but they
make this gain at the expense, not of the consumer, but of the other
speculators who are less judicious. They, in fact, convert to their
own benefit the high price produced by the speculations of the others,
leaving to these the loss resulting from the recoil. It is not to be
denied, therefore, that speculators may enrich themselves by othex
people's loss. But it is by the losses of other speculators. As
much must have been lost by one set of dealers as is gained by
another set.

When a speculation in a commodity proves profitable to the
speculators as a body, it is because, in the interval between their

buying and r_elling, the price rises from some cause independent
of them, their only connexion with it consisting in having foreseen
it, In this case, their purchases make the price begin to rise sooner
than it otherwise would do, thus spreading the privation of the
consumers over a longer period, but mitigating it at the time of its
greatest height:evidently to the general advantage. In this,
however, it is assumed that they have not overrated the rise which
they looked forward to. For it often happens that speculative
purchases are made in the expectation of some increase of demand,
or deficiency of supply, which after all does not occur, or not to the
extent which the speculator expected. In that case the speculation,
instead of moderating fluctuation, has caused a fluctuation of price
which otherwise would not have happened, or aggravated one which
would. But in that case, the speculation is a losing one, to the
speculators collectively, however much some individuals may gain
by it. All that part of the rise of price by which it exceeds what
there are independent grounds for, cannot give to the speculators as
a body any benefit, since the price is as much depressed by their
sales as it was raised by their purchases ; and while they gain nothing
by it, they lose, not only their trouble and expenses, but almost
always much more, through the effects incident to the artificial rise
of price, in checking consumption, and bringing forward supplies
from unforeseen quarters. The operations, therefore, of speculative
dealers, are useful to the public whenever profitable to themselves ;
and though they are sometimes injurious to the public, by heighten-
ing the fluctuationm which their more usual office is to alleviate, yet

t _ Or good for'tram" added in 2rd ed. (1852_.]
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whenever this _appens the speculators are the greatest lcaera
The interest, in short, of the speculators as a body, coincides with
the interest of the public; and as they can only fail to serve the
public interest in proportion as they mi_ their own, the best way to
promote the one is to leave them to pursue the other in perfect
freedom.

I do not deny that speculators may aggravate a _ scarcity.
In collecting corn from the villages to supply the towns, they make
the dearth penetrate into nooks and corners which might otherwise
have escaped from bearing their share of it. To buy and resell in
the same place, tends to alleviate scarcity ; to buy in one place and
resell in another, may increase it in the former of the two places,
but relieves it in the latter, where the price is higher, and which, there°
fore, by the very supposition, is likely to be suffering more. And
these sufferings always fall hardest on the poorest consumers,
since the rich, by outbidding, can obtain their accustomed supply
un_im_n_RhedH they choose. To no persons, therefore, are the
operations of corn-dealers on the whole so beneficial as to the poor.
Accidentally and exceptionally, the poor may suffer from them : it
might sometimes be more advantageous to the rural poor to have
corn cheap in winter, when they are entirely dependent on it, even
if the consequence were a dearth in spring, when they can perhaIm
obtain partial substitutes. But there are no substitutes, procurable
at that season, which serve in any great degree to replace bread-
corn as the chief article of food : if there were, its price would fall in
the spring, instead of continuing, as it always does, to rise till the
approach of harvest.

There is an opposition of immediate interest, at the moment of
sale, between the dealer in corn and the consumer, as there always is
between the seller and the buyer : and a time of dearth being that
in which the speculator makes his largest profits, he is an object of
dislike and jealousy at that time,tothosewho are suffering while
he is gR_ning. It is an error, however, to suppose that the corn-
dealer's business affords him any extraordinary profit: he makes
his gains not constantly, but at particular times, and they must
therefore occasionally be great, but the chances of profit in a bu_ne_
in which there is so much compotitionj cannot on the whole be
greater than in other employments. A year of scarcity, in which
great gains are made by corn-dealers, rarely comes to an end without
a recoil which places mx.y of them in the list of bankrupta There
have been few more promish_ aeason8 for corn-dealers than the
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year 1847, and seldom was there a greater break-up among the
speculators than in the autumn of that year. The chances of
failure, in this most precarious trade, are a set-off against great
occasional profits. If the corn-dealer were to sell his stores, during
a dearth, at a lower price than that which the competition of the
consumers assigns to him, he would make a sacrifice, to charity or
philanthropy, of the fair profits of his employment, which may be
quite as reasonably required from any other person of equal means.
His business being a useful one, it is the interest of the public that
the ordinary motives should exist for carrying it on, and that neither
law nor opinion should prevent an operation beneficial to the
public from being attended with as much private advantage as is
compatible with full and free competition.

It appears, then, that the fluctuations of values and prices
arising from variations of supply, or from alterations in real (as
distin_iRhed from speculative) demand, may be expected to
become more moderate as society advances. With regard to those
which arise from miscalculation, and especially from the alternations
of undue expansion and excessive contraction of credit, which
occupy so conspicuous a place among commercial phenomena, the
same thing cannot be ai_rmed with equal confidence. Such vicissi-
tudes, beginnlng with irrational speculation and ending with a
commercial crisis, have not hitherto become either less frequent or
less violent with the growth of capital and extension of industry
Rather they may be said to have become more so : in consequence,
as is often said, of increased competition ; but, as I prefer to say,
of a low rate of profits and interest, which makes capitalists dis-
satisfied with the ordinary course of safe mercantile gains. 1 The
connexion of this low rate of profit with the advance of population
and accumulation, is one of the points to he illustrated in the

ensuing chapters.



CHAPTER HI

INFLUIBNCE 07 THE PROGRESS OR INDUSTRY AND POPULATION. O_q

RENTS, PROFITS, AND WAGE8

§ 1. CO--NO the inquiry into the nature of the economical
changes taking place in a society which is in a state of industrial
progress, we shall next consider what is the effect of that progress
on the distribution of the produce among the various classes who
share in it. We may cont_ne our attention to the system of di_
Vributionwhich is the most complex, and which virtually includes
all others--that in which the produce of manufactures is shared
between two classes, labeurers and capitalists, and the produce of
agriculture among three, labourers, capitalists, and landlords.

The characte_tic features of What is commouly meant by in-
dustrial progress resolve themselves mainly into three, increase of
capital, increase of population, and improvements in production
understanding the last expression in its widest sense, to include the
process of procuring commodities from a distance, as well as that of
producing them. The other changes which take place are chiefly
consequences of these ; as, for example, the tendency to a progre_ve
increase of the cost of production of food ; arising from an increased
demand, which may be occasioned either by increased population, or
by an increase of capital and wages, enabling the poorer classes to
increase their consumption. It will be convenient to set out by
considering each of the three causes, as operating _parately ; after
which we can suppose them combined in any manner we think fit.

Let us first suppose that population increases, capital and the
arts of production remaining stationary. One of the effects of this
change of circumstances is sufficiently obvious: wage8 will fall ;
the labouring class will be reduced to an inferior condition. The
state of the capitalist, on the contrary, will be improved. With
the same capital, he can purchase more labour, and obtain more
produce. His rate of profit is increased. The dependence of the
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rate o| profits on the cost ot labour is here verified ; for the labourer
obtaining a diroi_dshed q_antity of commodities, and no alteration
being supposed in the circnm_ances of their production, the
diminished quantity represents a diminished cost. The labourer
obtains not only a smaller real reward, but the product of a smaller

quantity d labour. The first circumstance is the important one to
himself, the last to his employer.

Nothing has occurred, thus far, to affect in any way the value
of any commodity ; and no reason, therefore, has yet shown itself,
why rent should be either raised or lowered. But if we look forward
another stage in the series of effects, we may see our way to such
a consequence. The labourers have increased in numbers: their
condition is reduced in the same proportion ; the increased numbers

divide among them only the produce of the same amount of labour
as before. But they may economize in their other comfort_ and not

in their food : each may consume as much food, and of as costly a
quality as previously ; or they may submit to a reduction, but not
in proportionto the increaseof numbers. On thissupposition,

notwithstandingthe diminution of real wages, the increased

population will require an increased quantity of food. But since
industrial $1dll and knowledge are supposed to be stationary, more
food can only be obtained by resorting to worse land_ or to methods

of cultivation which are lea productive in proportion to the outlay.
Capital for this extension of agriculture will not be wanting; for

though, by hypothesis, no addition takes place to the capital in
existence, a sufficient amount can be spared from the industry
which previously supplied the other and less pr__/ng wants which
the labourers have been obliged to curtail. The additional supply
of food, therefore, will be produced, but produoed at a greater cost ;
and the exchange value of agricultural producemust rise. It may

be objected, that profits having risen, the extra cost of producing
food can be defrayed from profits, without any increase of price.
It could, undoubtedly, but it will not ; because, if it did, the agrieul-
tmist would be placed in an inferior position to other capitalists.
The increase of profits, belnu the effect of dlmlni_hed wages, is
common to all employers of labour. The increased expenses arising
from the necessity of a more costly eultivation, affect the agriculturist
alone. For this peculiar burthen he must be peculiarly compensated,
whether the general rate of profit be high or low. He will not
submit indefinitely to a deduction from his profits to which other
vapitalists are not subiect_ He will not extend his cultivation by
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laying out fresh capital, unless for a return sufficient to yield him
as high a profit as could be obtained by the same capital in other
investments. The value, therefore, of his commodity will rise, and
rise in proportion to the increased cost. The farmer will thus be
indemnlt_ed for the burthen which is peculiar to hlm_elf, and will
also enjoy the augmented rate of profit which is common to all
capitalists.

It follows, from principles with which we are already familiar, that
in these oiroumstances rent will rise. Any land can afford to pay,
and under free competition will pay, a rent equal to the exoess of its
produce above the return to an equal capital on the worst land, or
under the least favourable conditions. Whenever, therefore,
agriculture is driven to descend to worse land, or more onerous
processes, rent rises. Its rise will be twofold, for, in the first place,
rent in kind, or corn rent, will rise; and in the second, since the
value of agricultural produce has also risen, rent, estimated in
manufactured or foreign commodities (which is represented, ccvte_
par_s, by money rent) will rise still more.

The steps of the process (if, after what has been formerly said,
it is nece_ary to retrace them) are as follows. Corn rises in price_
to repay with the ordinary profit the capital required for producing
additional corn on worse land or by more costly processes. So far
as regards this additional corn, the increased price is but an equiva-
lent for the additional expense ; but the rise, extending to all corn,
affords on all, except the last produced, an extra profit. If the
farmerwas accustomed to produce 100 quarters of wheat at 40s., and
120 quarters are now required, of which the last twenty cannot
be produced under 45s., he obtaina the extra five shillings on the
entire 120 quarters, and not on the last twenty alone. He has
thus an extra 25L beyond the ordinary profits, and this, in a state
of free competition, he will not be able to retain. He cannot
however be compelled to give it up to the consumer, since a less
price than 458. would be inconsistent with the production of the last
twenty quarters. The price, then, will remain at 45s., and the _51.
will be transferred by competition not to the consumer but to the
landlord. A rise of rents is therefore inevitably consequent on an
increased demand for agricultural produce, when unaccompanied by
increased facilities for its production. A truth whiclh after this
final fllnstration, we may henceforth take for granted.

The new element now introduced--an increased demand for food
_besides oeeasiouing an increase of rent, still further disturbs the
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distribution of the produce between capitalists and labourers. The
increase of population will have diminished the reward of labour : and
if its cost is diminished as greatly as its real remuneration, profits
will be increased by the full amount. If, however, the increase of
population leads to an increased production of food, which cannot
be supplied but at an enhanced cost of production, the cost of labour

will not be so much diminished as the real reward of it, and profits,
therefore, will not be so much raised. It is even possible that they
might not be raised at all. The labourers may previously have
been so well provided for, that the whole of what they now lose may
be struck off from their other indulgences, and they may not, either
by necessity or choice, undergo any reduction in the quantity or
quality of their fooeL To produce the food for the increased number
may be attended with such an increase of expense, that wages,
though reduced in quantity, may represent as great a cost, may
be the product of as much labour, as before, and the capitalist may
not be at all benefited. On this supposition the loss to the labourer
is partly absorbed in the additional labour required for producing
the last instalment of agricultural produce; and the remainder
is gained by the landlord, the only sharer who always benefits by
an increase of Population.

§ 2. Let us now reverse our hypothesis, and instead of sup-
posing capital stationary and population advancing, let us suppose
capital advancing and population stationary; the facilities of
production, both natural and acquired, being, as before, unaltered.
The real wages of labour, instead of falling, will now rise; and
dace the cost of production of.the things consumed by the labourer
is not diminished, this rise of wages implies an equivalent increase
of the cost of labour, and diminution of profits. To state the same
deduction in other terms ; the labourers not being more numerous,
and the productive power of their labour being only the same as before,
there is no increase of the produce ; the increase of wages, therefore,
must be at the charge of the capitalist_ It is not impossible that
the cost of labour might be increased in even a greater ratio than its
real remuneratior_ The improved condition of the labourers may
increase the demand for food. The labourers may have been so ill
off before, as not to have food enough; and may now consume
mare : or they may choose to expend theirincreased means partlyor
wholly in a more costly quality of food, requiring more labour and
more land ; whcat, tot example, instead of oats, or Potatoes. This

2AB
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extension of agriculture implies, as usual, a greater cost of production
and a higher price, so that besides the increase of the cost of labou_
arising from the increase of its reward, there will be a further increase
(and an additional fall of profits) from the increased costlineas of
the commodities of which that reward consists. The same causes

will produce a rise of rent. What the capitalists ]oso, above what
the labourers gain, is partly transferred to the landlord, and partly
swallowed up in the cost of growing food on worse land or by a leu
productive process.

§ 3. Having dispe_l of the two simple cases, an incre_ng
population and stationary capital, and an increasing capital and
stationary population, we are prepared to take into consideration the
miTed case, in which the two elements of expansion are combined,
both population and capital increasing. If either element increases
faster than the other, the case is so far assimilated with one or other

of the two preceding : we shall suppose them, therefore, to increase
with equal rapidity ; the test of equality being, that each labourer
obtains the same commodities as before, and the same quantity of
those commodities. Let us examine what win be the effect, on z_nt

and profits, of this double progress.
Population having increased, without any f_llln_ off in the

labourer's condition, there is of course a demand for more food.

The arts of production being supposed stationary, this food must
be produced at an increased cost. To compensate for this greater
cost of the additional food, the price of agricultural produce must

rise. The rise extending over the whole amount of food produced,
though the increased expenses only apply to a part, there is a greatly
increased extra profit, which, by competition, is transferred to the
landlord. Rent will rise, both in quantity of produce and in cost ;
while wages, being supposed to be the same in quantity, will be
greater in cost. The labourer obtaining the same amount of necess-
aries, money wages have risen ; and as the rise is common to all
branches of production, the capitalist cannot indemnify himself
by changing his employment, and the loss must be borne by profits.

It appears, then, that the tendency of an increase of capital and
population is to add to rent at the expense of profits : though rent
does not gain all that profits lose, a part being absorbed in increased
expenses of production, that is, in hiring or feeding a greater number
of labourers to obtain a given amount of agricultural produce. By
profits_ must of course be understood the *_ge of profit; for a loww



INFLLT_N_ O_ Pltt_ltl_l O_ 1_ FI_OFfI_, d_. 71e

rate of profit on a larger capital may yield a larger gross profit,
coneidered absolutely, though a smaller in propor_ou to the entire
produce.

This t_adency of profits to fall, is from time to time counteract_t
by improvements in production : whether arising from increase of

knowledge, or from an increased use of the knowledge already
possessed. This is the third of the three elements, the effects of
which on the distribution of the produce we undertook to investi-
gate ; and the investigation will be facilitated by supposing, as in
the case of the other two elements, that it operates, in the first
tmtance, alone.

§ 4. Let us then _uppo_ capital and population stationary,
and a sudden improvement made in the arts of production ; by the
invention of more efficient machines, or less costly processes, or by
obtaining acee_ to cheaper commodities through foreign trade.

The improvement may either be in some of the necessaries or
Indulgences which enter into the habitual consumption of the
labouring class ; or it may be applicable only to luxuries consumed
exclusively by richer people. Very few, however, of the great
industrial improvements are altogether of this last description.
Agricultural improvements, except such as specia[[y relate to some
d the rarer and more peculiar products, act directly upon the prin-
cipal objects of the labourer's erpenditur_ The steam-engine,
and every other invention which affords a manageable power, are
applicable to all things, and of course to those consumed by the
labourer. Even the power-loom and the spinnlng-jenny, though
applied to the most delicate fabrics, are available no less for the
coarse cottons and woolhns worn by the labouring cl_s= All
improvements in locomotion cheapen the transport of necessaries
as well as of lttxtmes. Seldo_ is a new branch of trade opened,
without, either directly or in some indirect way, causing some of the
articles which the mass of the people consume to be either produced
or imported at smiler cost. It may safely be affirmed, therefore,
that improvements in production generally tend to cheapen the
commodities on which the wages of the labouring clam are expended.

In so far as the commodities attected by an improvement are

those which the labourers generally do not consume, the improvement
has no effect in altering the distribution of the produce. Those
particular commodities, indeed, are cheapened ; being produced at
tins cost, they fall in value and in price, and all who commme them,
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whether landlords, capitalists, or skilled and privileged labourem,
obtain increased means of enjoyment. The rate of profits, how-
ever, is not raised. There is a larger gross profit, reckoned in
quantity of commodities. But the capital also, if estimated in those
commodities, has risen in value. The profit is the same percentage
on the capital that it was before. The capitalists are not benefited
as capitalists, but as consumers. The landlords and the privileged
classes of labourers, fl they are consumers d the same commodities,
share the same benefit.

The case is di_erent with improvements which d;m;n;_h the cost
of production d the necessaries of life, or of commodities which enter
habitually into the consumption of the great mass of labourers.
The play of the different forces being here rather complex, it is
necessary to analyse it with some minuteness.

As formerly observed,* there are two kinds of agricultural
improvements. Some consist in a mere saving of labour, and enable
a given quantity of food to be produced at leu cost, but not on a
ema]ler surface of land than before. Others enable a given extent
of land to yield not only the same produce with less labottr, but a
greater produce ; so that, if no greater produce is required, a part of
the land already under culture may be dispensed with. As the part
zejected will be the least productive portion, the market will thence-
forth be regulated by a better description of land than what was
previously the worst under cultivation.

To place the effect of the improvement in a clear light, we must
suppose it to take place suddenly, so as to leave no time, dung its
introduction, for any increase of capital or of population. Its first

I_ect will be a fall d the value and price of agricultural produce.
is a necessary consequence of either kind of improvement, but

especially of the last.

An improvement of the first kind, not incrcasing the produce,
does not dispense with any portion of the land ; the margin d culti-
vation (as Dr. Chalmers terms it) remains where it was ; agriculture
does not recede, either in extent of cultivated land, or in elaborateness

of method : and the price continues to be regulated by the same land,
and by the same capital, as before. But since that land or capital, and
all other land or capital which produces food, now yields its produce
at smaller cost, the price of food will fall proportionally. H one-
tenth of the expenle of production has been saved, the price of
produce will fall one-tentL

* Supra, I_ 188-4.
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But suppose the improvemAnt to be of the second kind ; enabling
the land to produce, not only the same corn with one-tenth less
labour, but a tenth more corn with the same labour. Here the effect
is still more decided. Cultivation can now be contracted, and the

market supplied from a smaller quantity of land. Even if
•maller surface of land were of the same average quality as the larger
sm_ace, the price would fall one-tenth, because the same produce
would be obtained with a tenth less labour. But since the portion
of land abandoned will be the least fertile portion, the price of
pl_luce will thenceforth be regulated by a better quality of land
than before. In addition, therefore, to the original c]iminution of
ane-tenth in the cost of p_xluetion, the_ will be a fln_er diminution,
son.pending with the recession of the "margin" of agriculture to
land of greater fertility. There will thus be a twofold fall of price.

Let us now examine the effect of the improvements, thus suddenly
made, on the divimon of the produ_ ; and in the first place, on rent.
By the former of the two kinds of improvement, rent would be
diminished. By the second, it would be diminished still more.

Suppose that the demand for food requires the cultivation of
three qualities of land, yielding, on an equal suHace, and at an equal
expense, 100, 80, and 60 bushels of wheat. The price of wheat will,
on the average, be just sumcient to enable the thlrd quality to be
cultivated with the ordinary profit. The fi_st quality therefore will
yield forty and the second twenty bushels of extra profit, constituting
the rent of the landlo_L And first, let an improvement be made,
which,withoutenablingmore cornto be grown, enablesthe same

corn tobe grown with ene-fourthlesslabour. The priceofwheat
willfallone-fourth,and 80 bushelswillbe soldfor the pricefol

which 60 were soldbefore.But the produce of the land which

produces 60 bhshels is still required, and the expenses being as
much reduced as the price, that land can still be cultivated with
the o_dinary profit. The first and second qualities will therefore
continue to yield a surplus of 40 and 20 bushels, and corn rent wi]]
remain the samoas before. But corn having fallen in p_ice one-fourth,
the same corn rent is equivalent to a fourth less of money and of
all other coramodities. 80 far, therefore, as the landlord expends

income in manufactured or foreign products, he is one-fourth
worse off than before. His income as landlord is reduced to three-

quarters of its amount : it is only as a consumer of corn that he
isas welloff.

If the improvement is of the other kind, rent will fall in a still
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greater ratio. Suppose that the amount of produce which the
market requires, can be grown not only with a fourth tess labour,
but on a fourth less land. If all the land already in cultivation
continued to be cultivated, it would yield a produce much larger
than necessary. Land, equivalent to a fourth of the produce, must
now be abandoned ; and as the third quality yielded exactly one-
fourth, (being 60 out of 240,) that quality will go out of cultivation.
The 240 bushels can now be grown on land of the first and second
qualities only; being, on the first, 100 bushels plus one-third, or 133½
bushels ; on the second, 80 bushels plus one-third, or 106[ buehek ;
together 240. The second quality of land, instead of the third,
is now the lowest, and regulates the price. Instead of 60, it is
sufficient if 106[ bushels repay the capital with the ordinary profit.
The price of wheat will consequently fall, not in the ratio of 60 to 80,
as in the other case, but in the ratio of 60 to 106_. Even this gives
an insufficient idea of the degree in which rent will be affected. The
whole produce of the second quality of land will now be required to
repay the expenses of production. That land, being the worst in
cultivation, will pay no rent. And the first quality will only yield
the difference between 133_ bushels and 106[, being 26_ bushels
instead of 40. The landlords collectively will have lost 33_ out of 60
bushels in corn rent alone, while the value and price of what is left
will have been diminished in the ratio of 60 to 106_.

It thus appears, that the interest of the landlord is decidedly
hostile to the sudden and general introduction of agricultural
improvements. This assertion has been called a paradox, and made
a ground for accusing its first promulgator, Ricardo, of great intel-
lectual perversenem,to say nothingwors_ I cannotdiscernin
whattheparadoxconsists; andtheobliquityofvisionseemstome
tobe on thesideofhisassailants.The opinionisonlymade to
appearabsurdby statingitunfairly.Iftheassertionwerethata
landlordisinjuredby theimprovementofhisestate_itwouldcer-

tainlybeindefensible; butwhatisassertedis,thatheisinjuredby
theimprovementoftheestatesofotherpeople,althoughhisown is
included.Nobody doubtsthathe wouldgaingreatlyby theim-
provementifhecouldkeepittohlmReif,andunitethetwobenefits,

an increasedproducefromhisland,and a priceashighasbefora
Butiftheincreaseofproducetookplacesimultaneouslyonalllands,

thepricewouldnotbeashighasbefore; and thereisnothingun-
remonableinsupposingthatthelandlordswouldbe,notbenefited,
but injure& Itisadmi_ thatwhateverpermanentlyreduces
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the price of produce diminishes rent: and it is quite in accordance
with common notions to suppose that if, by the increased produc-
tiveness of land, less land were required for cultivation, its value,
like that of other articles for which the demand had dlmlnlahe_
would fall.

I am quite willing to admit that rents have not really been
lowered by the progress of agricultural improvement; but why T
Because improvement has never in reality been sudden, but always
slow ; at no time much outstripping, and often failing far short of,
the growth of capital and population, which tends as much to raise
rent, as the other to lower it, and which is enabled, as we shall

presently see, to raise it much higher, by means of the additional
margin afforded by improvements in agriculture. First, however,
we must examine in what manner the sudden cheapening of agricul-
tural produce would affect profits and wages.

In the beginning, money wages would probably remain the same
as before, and the labourers would have the full benefit of the

cheapness. They would be enabled to increase their consumption
either of food or of other articles, and would receive the same cost=

and a greater quantity. So far, profits would be unaffected. But
the permanent remuneration of the labourers essentially depends on
what we have called their habitual standard ; the extent of the

requirements which, as a class, they insist on satisfying before they
choose to have children. If their tastes and requirements receive a
durable impress from the sudden improvement in their condition,
the benefit to the class will be permanent. But the same cause which
enables them to purchase greater comforts and indulgences with the
same wages, would enable them to purchase the same amount
of comforts and indulgences with lower wages ; and a greater popu-
lation may now exist, without reducing the labourers below the
condition to which they are accustomed. Hitherto this and no other

has been the use which the labourers have commonly made of any
increase of their means of living; they have treated it simply as
convertible into food for a greater number of children. It is prob-
able, therefore, that population would be stimulated, and that after
the lapse of a generation the real wages of labour would be no higher
than before the improvement : the reduction being partly brought
about by a fall of money wages, and partly through the price of
food, the cost of which, from the demand occasioned by the in-
mamas of population, would be increase& To the extent to which
money wages fell, profits would rise ; the capitalist obtainh_g s
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greater quantity of equally efficient labour by the eame outlay ol
capital. We thus see that a diminution of the cost of living,
whether arising from agrieultm_ improvements or from the
impertatlon of foreign produce, if the habits and requirements of
the labourers are not raised, usually lowers money wages and rent,
and _ the general rate of profit.

What is true of improvements which cheapen the production of
food, is true also of the substitution of a cheaper for a more costly
variety of it. The same land yields to the same labour a much
greater quantity of human nutriment in the form of maize or potatoes,
than in the form of wheat. If the labourers were to give up bread,
and feed only on those cheaper products, talring as their compensa°
tion, not a greater quantity of other consumable commodities, but
earlier marriages and larger faro;lies, the cost of labour would be
much diminished, and ff labour continued equally ef_cient, profits
would rise ; while rent would be much lowered, since food for the

whole population could be raised on half or a third part of the land
now sown with corn. At the same time, it being evident that land
too barren to be cultivated for wheat might be made in case of
necessity to yield potatoes sufficient to support the little laboVLr
necessary for producing them, cultivation miglit ultimately descend
lower, and rent eventually rise higher, on a potato or maize system,
th_n on a corn system ; because the land would be capable of feeding
a much larger population before reaching the limit of its powers.

If the improvement, which we suppose to take place, is not in the
production of food, but of some manufactured article consumed by
the labouring class, the effect on wages and profits will at first be
the same; but the effect on rent very different. It will not be
lowered ; it will even, if the ultimate effect of the improvement is
an increase of population, be raised : in which last case profits will
be lowered. The reasons are too evident to require statement.

§ 5. We have considered, on the one hand, the manner in
which the distribution of the produce into rent, profits, and wages,
is affected by the ordinary increase of population and capital, and on
the other, how it is affected by imprevemente in production, and more
especially in agriculture. We have found that the former cause
lowers profits; and raises relt and the cost of labour: while the
tendency of agricultural improvements is to diminish rent ; and all
improvements which cheapen any article of the labourer's consump-
tion, tend to dimini_li the cost of labour and to raise profits. The
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tendency of each cause in its separate state being thus aseert_ued,
it is easy to determine the tendency of the actual course of things,
in which the two movements are going on simultaneously, capital
and population increasing with tolerable steadiness, while improve-
ments in agriculture are made from time to time, and the knowledge
and practice of improved methods become diffused gradually through
the community.

The habits and requirements of the labouring classes being given
(which determine their real wages), rents, profits, and money wages
at any given time, are the result of the composition of these rival
forces. If during any period agricultural improvement advances
faster than population, rent and money wages during that period will
tend downward, and profits upward. If population advances more
rapidly than agricultural improvement, either the labourers will
submit to a reduction in the quantity or quality of their food, or if not,
rent and money wages win progressively rise, and profits will fall.

Agricultural skill and knowledge are of slow growth, and still
dower diffusion. Inventions and discoveries, too, occur only

occasionally, while the increase of population and capital are con.
tinuous agencies. It therefore seldom happens that improvement_
even during a short time, has so much the start of population and
capital as actually to lower rent, or ra_e the rate of profits. There
are many countries in which the growth of population and capit_
is not rapid, but in these agricnltural improvement is lees active
still. Population almost everywhere t_sds elcee on the heelA of
agricul_u_l improvement, and effaces its effects as fast as they
are produced.

The reason why agricultural improvement seldom lowers rent,
is that it seldom cheapens food, but only prevents it from growing
dearer ; and seldom, if ever, throws land out of cultivation, but only
enables worse and worse land to be taken in for the supply of an
increasing demand. What is sometimes called the natural state of
a country which is but half cultivated, namely, that the land is
highly productive, and food obtained in great abundance by little
labour, is only true of unoe_upied countries colonized by a civilized
people. In the United States the worst land in cultivation is of a
high quality (except sometimes in the immediate vicinity of markets

or means of conveyance, where a bad quality is compensated by a good
situation) l; and even if no further improvements were made in

t [Parenthmk added in 2nd ed. (1849).]
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agricultureor locomotion, cultivation would have many steps yet to
descend, before the increase of population and capital would be
brought to a stand ; but in Europe five hundred years ago, though
so thinly peopled in comparison to the present Population, it is
probable that the worst land under the plough was, from the rude
state.of agriculture, quite as unproductive as the worst land now
cultivated ; and that cultivation had approached as near to the
ultimate limit of profitable tillage, in thoso times as in the present,
What the agricultural improvements since made have really done is,
by increasing the capacity of production of land in general, to enable
tillage to extend downwards to a much worse natural quality of land
than the worst which at that time would have admitted of cultiva-

tion by a capitalist for profit ; thus rendering a much greater
increase of capital and population possible, and removing always a
little and a little further off the barrierwhich restrainnthem ; popu-
lation meanwhile always pressing so hard against the barrier, that
there is never any visible margin left for it to seize, every inch of
ground made vacant for it by improvement being at once filled up
by its advancing colurnr_. Agricultural improvement may thus
be considered to be not so much a counterforce conflicting with
increase of Population, as a _partialrelaxation of the bonds which
confine that increase.

The effects produced on the division of the produce by an
increase of production, under the joint influence of increase of popu-
lation and capital and improvements of agricuiture, are very different
from those deduced from the hypothetical cases previously discussed.
In particular, the effect on rent is most materially different. We
remarked that---while a greet agricultural improvement made end-
denly and universally would in the first instance inevitably lowel
rent--such improvements enable rent, in the progress of society, to
rise gradually to a much higher limit than it could otherwise atta_
duce they enable a much lower quality of land to be ultimately
cultivated. But in the case we are now supposing, which nearly
corresponds to the usual course of thlno_, this uit.imnte effect becomes
the immediate effect. Suppose cultivation to have reached} or
almost reached, the utmost limit permitted by the state of the
indust_s"! arts, end rent, therefore, to have attained nearly the
highest point to which it can be carried by the progressof Population
and eapital, with the existing amount of A_ll and knowledge. If
a great agricultural improvement were suddenly introduced, it might
throw back rent for a considerable space, leaving it to regain its
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lear ground by the progrem of population and capital, and after-
wards to go on further. But, taking place, as such improvement
always does, very gradually, it causes no retrograde movement
of either rent or cultivation ; it merely enables the one to go on rising,
and the other extending, long after they must otherwise have
stopped. It would do this even without the necessity of resorting
to a worse quality of land ; simply by enabling the lands already in
cultivation to yield a greater produce, with no increase of the pro-
portional cost. If, by improvements of agriculture, all the lands in
cultivation could be made, even with double labour and capital,
to yield a double produce, (supposing that in the meantime popula-
tion increased so as to require this double quantity) all rents would be
doubled.

To illustrate the point, let us revert to the numerical example in a
former page. Three qualities of land yield respectively 100, 80, and
60 bushels to the same outlay on the same extent of surface. If
No. 1 could be made to yield 200, No. 2, 160, and No. 3, 120 bushels,
at only double the expense, and therefore without any increase of
the cost of production, and if the population, having doubled,
required all this increased quantity, the rent of No. I would be 80
bushels instead of 40, and of No. 2, 40 instead of 20, while the price
and value per bushel would bethe same as before : so that corn rent
and money rent would both be doubled. I need not point out the
difference between this result, and what we have shown would take
place ff there were an improvement in production without the
accompaniment of an increased demand for food.

Agricultural improvement, then, is always ultimately, and in
the manner in which it generally takes place also immediately,
beneficial to the landlord. We may add, that when it takes place
in that manner, it is beneficial to no one else. When the demand
for produce fully keeps pace with the increased capacity of pro-
duction, food is not cheapened; the labourers are not, oven tem-
porarily, benefited ; the cost of labour is not diminished, nor profits
raised. There is a greater aggregate production, a greater produce
divided among the labourers, and a larger gross profit; but the
wages being shared among a larger population, and the profits
spread over a larger capital, no labourer is better off, no_ does any
capitalist derive from the _ne amount of capital a larger income.

The result of this long investigation may be summed up as
follows. The economical progress of a society constituted of
landlords, capitalists, and labottrers, tends to the progressive



724 BOOK IV. CHAPTER IIL § 5

enrichment of the landlord class ; t while the cost of the labourer's

subsistence tends on the whole to increase,_ and profits to fall.
Agricultural improvements are a counteracting force to the two last
effects ; but the first, though a case is conceivable in which it would
be temporarily checked, is ultimately in a high degree promoted by
those improvements; and the increase of population tends to
transfer all the benefits derived from agricultural improvement
to the landlords alone. What other consequences in addition to
these, or in modification of them, arise from the industrial progress
of a society thus constituted, I shall endeavour to show in the
wacceeding chapter.

[See Appendix g. Rents in th_ 19_ Certify.]
* [See Appendix AA. Wa_ /n the 19tA Oen_,.]



CHAPTER IV

OF THE TENDENCY OF PROFIT8 TO A MINIMUM

t 1. THE tendency of profits to fall as society advances, which
has been brought to notice in the preceding chapter, was early

recognized by wrier8 on industry and commerce; but the laws
which govern profits not being then understood, the phenomenon
was ascribed to a wrong cause. Adam Smith considered profits to
be determined by what he called the competition of capital; and
concluded that when capital increased, this competition must like-
wise increase, and profits must fall It is not quite certain what
sort of competition Adam Smith had here in view. His words in
the chapter on Profits of Stock * are, "When the stocks of many
rich merchants are turned into the same trade, their mutual com-

petition naturally tends to lower its profits; and when there is a
like increase of stock in all the different trades carried on in the

same society, the same competition must produce the same effect in
them all." This passage would lead us to infer that, in Adam Smith's
opinion, the manner in which the competition of capital lowers
profits is by lowering prices ; that being usually the mode in which
an increased investment of capital in any particular trade, lowers

the profits of that trade. But if this was his me_nlng, he over-
looked the circumstance, that the fall of price, which if confined to

one commodity really does lower the profits of the producer, ceases
to have that effect as soon as it extends to all commodities ; because,

when all things have fallen, nothing has really fallen, except nomin-
ally ; and even computed in money, the expenses of every producer
have diminished as much as his returns. Unless indeed labour be

the one commodity which has not fallen in money price, when all
other things have : if so, what has really taken place is a rise of
wages ; and it is that, and not the fall of prices, which has lowered

• Wea_t_of!qa_ions,booki.oh.9.
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the profits of capital. There is another thing which escaped the
notice of Adam Smith ; that the supposed universal fall of prices,
through increased competition of capitals, is a thing which cannot
take place. Prices are not determined by the competition of the
sellers only, but also by that of the buyers ; by demand as well as
supply. The demand which affects money prices conaiata of all
the money in the hands of the community, destined to he laid out
in commodities ; and as long as the proportion of this to the com-
modities is not diminished, there is no fall of general prices. Now,
howsoever capital may increase, and give rise to an increased pro-
duction of commodities, a fish share of the capital will be drawn to
the business of producing or importing money, and the quantity of
money will be augmented in an equal ratio with the quantity of
commodities. For if this were not the case, and if money, there-
fore, were, as the theory supposes, perpetually acquiring increased
purchasing power, those who produced or imported it would obtain
constantly increasing profits; and this could not happen without
attracting labour and capital to that occupation from other employ-
menta. If a general fall of prices, and increased value of money,
were really to occur, it could only be as a consequence of increased
coat of production, from the gradual exhaustion of the mines.

It is not tenable, thereforo, in theory, that the increase of capital
produces, or tends to produce, a general decline of money price&
Neither is it true, that any general decline of prioes, as capital
increased, has manifested itself in fact. The only thin ml observed
to fall in price with the progress of society, are those in which them
have been improvements in produotion, greater than have taken

place in the production of the precious metals ; as for example, all
spun and woven fabrics. Other things, again_ instead of falling,
have risen in price, because their cost of production, compared
with that of gold and silver, has increased. Among these are all
kinds of food, comparison being made with a much earlier period of
history. The doctrine, therefore, that competition of capital lowers
profits by lowering price_ is incorrect in fact, as well as ummnnd in
principle.

But itisnot certainthatAdam Smith reallyheldthatdoctrine;

for his language on the subject is wavering and unsteady, denoting
the absence of a definite and well-digested opinion. Occasionally
he seems to think that the mode in which the competition of capital
lowers profits, is by raising wages. And when speaking of the rate
of profit in new colonies, he seems on the very verge of grasping the
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complete theory of the subject. "As the colony inoreases, the
profits of stock gradually diminish. When the most fertilo and best
situated lands have been all occupied, less profit can be made by
the cultivators of what is inferior both in soil and situation." Had
Adam Smith meditated longer on the subject, and systematized
his view of it by harmonizing with each other the various glimpses
which he caught of it from different points, he would have per-
ceived that this last is the true cause of the fall of profits usually
consequent upon increase of capital.

§ 2. Mr. Wakefield, in his Commentary on Adam Smith, and
his important writings on Colonization, takes a much clearer view of
the subject, and arrives, through a substantially correct series of
deductions, at practical conclusions which appear to me just and
important ; but he is not equally happy in incorporating his valuable
speculations with the results of previous thought, and reconciling
them with other truths. Some of the theories of Dr. Chalmers, in

his chapter "On the Increase and Limits of Capital," and the two
chapters which follow it, coincide in their tendency and spirit with
those of Mr. Wakefield ; but Dr. Chalmers' ideas, though delivered,
as is his custom, with a most attractive semblance of clearness, are
really on this subject much more confused than even those of Adam
Smith, and more decidedly infected with the often refuted notion
that the competition of capital lowers general prices ; the subject
of Money apparently not having been included among the parts of
political economy which ti_ acute and vigorous writer had care-
fully studied.

Mr. Wakefield's explanation of the fall of profits is briefly this.
Production is limited not solely by the quantity of capital and ol
labour, but also by the extent of the " field of employment." The
field of employment for capital is twofold ; the land of the country,
and the capacity of foreign markets to take its manufactured com-
modities. On a limited extent of land, only a limited quantity of
capital can find employment at a profit. As the quantity of capital
approaches this limit, profit falls ; when the limit is attained, profit
is annihilated; and can only be restored through an extension of
the field of employment, either by the acquisition of fertile land, or
by opening new markets in foreign countries, from which food and
materials can be purchased with the products of domestic capital.
These propositions are, in my opinion, substantially true; and,
even to the phraseology i. which they are exp--, considered as
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adapted to popular and practical rather than _entific uses, I have
nothing to object. The error which seems to me imputable to Mr.
Wakefield is that of supposing his doctrines to be in contradiction
to the principles of the best school of preceding political economists,
instead of being, as they really are, corollaries from those principles ;
though corollaries which, perhaps, would not always have been
admitted by those political economists themselves.

The most scientific treatment of the subject which I have met
with is in an essay on the effects of MacJ_inery, published in the
Westm/aster Rev/ew for January 1826, by Mr. William EllIR:*
which was doubtless unlrnown to Mr. Wakefield, but which had pre-
ceded him, though by a different path, in several of his leading
conclusions. This essay excited little notice, partly from being
published anonymously in a periodical, and partly because it was
much in advance of the state of political economy at the time. In Mr.
Ellis's view of the subject, the questions and di_culties raised by
Mr. Wakefield's speculations and by those of Dr. Chalmers, find a
solution consistent with the pxinciples of political economy laid
down in the present treatis_

§ 3. There is at every time and place some particular rate ot

profit, which is the lowest that will induce the people of that country
and time to accumulate savings, and to employ those savings pro-
ductively. This minimum rate of profit varies according to cir-
cumstances. It depends on two elements. One is, the strength ot
the effective desire of accumulation; the comparative estimate s
made by the people of that place and era, of future interests when
weighed against present. This element chiefly affects the inclina-
tion to save. The other element, which affects not so much the

willingness to save as the disposition to employ savings produc-
tively, is the degree of security of capital engaged in industrial
operations. A state of general insecurity no doubt affects also the
disposition to save. A hoard may be a source of additional danger
to its reputed possessor. But as it may also be a powerful means
of avert_g dangers, the effects in this respect may perhaps be looked
upon as balanced. But in employing any funds which a person
may possess as capital on his own account, or in lending it to othem
to be so employed, there is always some additional risk, over and

* _1562] Now so muoh better known through his apostolio exertions, b_
pen, pm'_, and person, for the improvement of popular education, am1espeei
any for the introduotion into it of the e_eme_tlof praotioa]political eoonomy.
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tbove that incurred by keeping it idle in his own custody. This

extra risk is great in proportion as the general state of ,_iety is
insecure : it may be equivalent to twenty, thirty, or fifty per cent,
or to no more than one or two ; something, however, it must always
be: and for this, the expectation of profit mnst be sufficient to
compensate.

There would be adequate motives for a certain amount of saving,
even ff capital yielded no profit. There would be an inducement to
lay by in good times a provision for bad ; to reserve something for
sickness and infirmity, or as a means of leisure and independence in
the latter part of life, or a help to children in the outset of it. Savings,
however, which have only these ends in view, have not much tend-

ency to increase the amount of capital permanently in existence.
These motives only prompt persons to save at one period of life
what they purpose to consume at another, or what will be con.
lumed by their children before they can completely provide for
themselves. The savings by which an addition is made to the
national capital usually emanate from the desire of persons to
improve what is termed their condition in life, or to make a pro-
vision for children or others, independent of their exertions. Now,
to the strength of these inclinations it makes a very material differ-
ence how much of the desired object can be effeeted by a given
amount and duration of self-denial ; which again depends on the

rate of profit. And there is in every country some rate of profit,
below which persons in general will not find sufficient motive to
save for the mere purpose of growing richer, or of leaving others
better off than themselves. Any accumulation, therefore, by
which the general capital is increased, requires as its necessary con-
dition a certain rate of profit ; a rate which an average person will
deem to be an equivalent for abstinence, with the addition of a

sufficient insurance against risk. There are always some persons in
whom the effective desire of accumulation is above the average,
and to whom less than this rate of profit is a su_eient inducement to
save ; but these merely step into the place of others whose taste for
expense and indulgence is beyond the average, and who, instead of
saving, perhaps even dissipate what they have received.

I have already observed that thin minimum rate of profit, less
than which is not consistent with the further increase of capital, is
lower in aome states of society than in others ; and I may add, that
the kind of social progress characteristic of our present civilization
_ends to diminish it. In the first place, one of the acknowledged
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effects of that progre_ is anlncrease of general 6ecudty. De_motion
by ware, and spoliation by private or public violence, are less and
less to be apprehended ; and the improvements which may be
looked for in education and in the a_mln_etration of justice, or, in
their default, increased regard for opinion, afford a growing protec_
tion against fraud and reckless mismanagement. The risks attend.
ing the investment of savings in productive employment require,
therefore, a smaller rate of profit to compensate for them than was
required a century ago, and will he_ea_r require lees than at
present. In the second place, it is also one of the consequences of
civilization that m_nkind become less the slaves of the moment, and
more habituated to carry their desires and purposes forward into a
distant future. This increase of providence is a natural result of
the increased assurance with which futurity can be looked forward
to; and is, besides, favoured by most of the influences which an
industrial fife exercises over the paasions and inclinations of human
nature. In proportion sa ]He has fewer vicissitudes, as habits become
more fixed, and great prizes are less and less to be hoped for by any
other means than long perseverance, mankind become more willing
to sacrifice present indulgence for future objects. This increased
capacity of forethought and self-control may assuredly find other
_,hln_ to exercise itself upon than increase of riches, and some
considerations connectod with this topic will shortly be touched upon.
The present kind of social progress, however, decidedly tends,
though not perhaps to increase the desire of accumulation, yet to
weaken the obstacles to it, and to dimlni_h the amount of profit
which people absolutely require as an inducement to save and
accumulate. For these two reasons, diminution of risk and increase
of providence, a profit or interest of three or four per sent is as
sufficient a motive to the increase of capital in England at the
present day, as thirty or forty per cent in the Burmese Empire,
or in England at the time of King John. In Holland during the last
century a return of two per cent on government security, was
consistent with an undiminished, if not with an increasing, capital.
But though the minimum rate of profit is thus liable to vary, and
though to specify exactly what it is would at any g/yen time be
impossible, such a minimum always exists ; and whether it be high
or low, when once it is reached, no further increase of capital can
for the present take place. The country has then attained what
is known to political economists under the name of the stationary
state.



| 4. We now arrive at the fundamental proposition which
this chapter is intended to inculcate. When a country has long
possessed a large production, and a large net income to make
savings from, and when, therefore, the means have long existed
of making a great annual addition to capital; (the country not
having, like America [1848], a large reserve of fertile land stiff
unused ;) it is one of the characteristics of such a country, that the
rate of profit is habitually within, as it were, a hand's breadth of the
minimum, and the country therefore on the very verge of the
stationary stat_ By this I do not mean that this state is likely,
in any of the great countries of Europe, to be soon actually reached,
or that capital does not still yield a profit considerably greater than
what is barely sufficient to induce the people of those countries
to save and accumulate. My meaning is, that it would require
but a short time to reduce profits to the minimum, if capital con-
tinued to increase at its present rate, and no circumstances having a
tendency to raise the rate of profit occurred in the meantime. The
expansion of capital would soon reach its ultimate boundary, if
the boundary itself did not continually open and leave more space.

In Engisnd, the ordinaryrate of interest on government securities,
in which the risk is next to nothing, may be estimated [1848] at a
little more than three per cent : in all other investments, thereiore_
the interest or profit calculated upon (exclusively of what is properly
a remuneration for talent or exertion) must be as much more than
this amount as is equivalent to the degree of risk to which the
capital is thought to be exposed. Let us suppcee that in England
even so small a net profit as one per cent, exclusive Of insurance
ag_inAt risk, would constitute a sufficient inducement to save, but
that less than this would not be a sui_cient inducement_ I now say,
that the mere continuance of the present annual increase of capital,
if no circumstance occurred to counteract its effect, would suf_ce
in a sm_]lnumber of years to reduce the rate of net profit to one
per cent.

To fulfil the conditions of the hypothesis, we must suppose an
entire cessation of the exportation of capital for foreign investment.
No more capital sent abroad for railways or loans ; no more emi-
grants taking capital with them, to the colonies, or to other countries ;
no fresh advances made, or credits given, by b_n_ers or merchants
to their foreign corrmpondenta We must also assume that there
are no fresh loans for unproductive expenditure, by the government,
or on mortgage, or otherwi_; and none of the waste of capital
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which now takes place by the failure of undertakings which people
are tempted to engage in by the hope of a better income than can
be obtained in safe paths at the present habitually low rate of profit.
We must suppose the entire savings of the community to be a_lnua]]y
invested in really productive employment within the country itself ;
and no new channels opened by industrial inventions, or by a more
extensive substitution of the beet known processes for inferior ones.

Few persons would hesitate to say, that there would be gt_at
difficulty in finding remunerative employment every year /or su
much new capital, and most would conclude that there would be
what used to be termed a general glut; that commodities would
be produced, and remain unsold, or be sold only at a los& But the
full examination which we have already given to this question,*
has shown that this is not the mode in which the inconvenience
would be experienced. The difficulty would not consist in any
want o[ a market. If the new capital were duly shared among
many varieties of employment, it would raise up a demand for its
own produce, and there would be no cause why any part ot that
produce should remain longer on hand than formerly. What would
really be, not merely difficult, but impossible, would be to employ
th_ capital without submitting to a rapid reduction ot the rate ot
profit.

As capital increased, population either would also increase, or
it would not. If it did not, wages would rise, and a greater capital
would be distributed in wages among the same number of labourer&
There being no more labour than before, and no improvements to
render the labour more efficient, there would not be any increase ot
the produce ; and as the capital, however largely increased, would
only obtain the same gross return, the whole savings ot each year
would be exactly so much subtracted from the profits of the next
and of every following year. It is hardly necessary to say that in
such circumstances profits would very soon fall to the ]3oint at
which further increase of capital would cease. An augmentation
of capital, much more rapid than that of population, must soon
reach its extreme limit, unless accompanied by increased efficiency
d labour (through inventions and discoveries, or improved mental
and physical education), or unless some d the idle people, or oi the
unproductive labourers, became productive.

If population did inet_we with the inca_ase d e_pita] and ie

* Bookii_ ol_ 14.
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proportion to it, the fall of profits would still be inevitable. In-
creased population implies incr_sed der-_nd for agricultural produce.
In the absence of industrial improvements, this demand can only
be supplied at an incresaed cost of production, either by cultivating
worse land, or by a more elaborate and costly cultivation of the
land already under tillage. The cost of the labourer's subsistence is
therefore increased ; and unless the labourer submits to a deterio-
ration of his condition, profits must fall. In an old country like

England, if, in addition to supposing all improvement in domestic
agriculture suspended, we suppose that there is no increased pro-
duction in fdreign countries for the English market, the fall of

profits would be very rapid. If both these avenues to an increased
supply of food were closed, and population continued to increase,
as it is said to do, at the rate of a thousand a day, all waste land
which admits of cultivation in the existing state of knowledge
would soon be cultivated, and the cost of production and price of
food would be so increased, that, if the labourers received the

increased money wages necessary to compensate for their increased

expenses, profits would very soon reach the minimum. The fall o|
profits would be retarded if money wages did not rise, or rose in a less
degree ; but the margin which can be gained by a deterioration o|
the labourers' condition is a very narrow one: in general they
cannot bear much reduction; when they can, they have also a

higher standard of necessary requirements, and _ not. On the
whole, therefore, we may assume that in such a country as England,
if the present annual amount of savings were to continue, without
any of the counteracting circnmstances which now keep in check
the natural influence of those savings in reducing profit, the rate of
profit would speedily attain the minimum, and all further accumu-
lation of capital would for the present cease.

§ 5. What, thenj are these counteracting circumstances,
which, in the existing state of things, maintain a tolerably equal
struggle against the downward tendency of profits_ and prevent the
great annual savings which take place in this country from depressing
the rate of profit much nearer to that lowest point to which it is
always tending, and which, left to itself, it would so promptly
attain T The resisting agenciee are of several kinds.

Fi_t among them, we may notice one which is so simple and
so conspicuous, that some political economists, especially M. de
Sismondi and Dr. Chalmers, have attended to it almost to the
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exclusion of all others. This is, the waste of capital in periodJ
of over-trading and rash speculation, and in the commercial revul-
sions by which such times are always followed. It is true that a
great part of what is lost at such periods is not destroyed, but
merely transferred, like a gambler's losses, to more su_
speculatora But even of these mere transfers, a large portion is
always to foreigner_, by the hasty purchase of unusual quantities
of foreign goods at advanced price& And much a_o is absolutely
wasted. Mines are opened, railways or bridges made, and many
other works of uncertain profit commenced, and in these enterprises
much capital is sunk which yields either no return, or none adequate
to the outlay. Factories are built and machinery erected beyond
what the market requires, or can keep in employment. Even
if they are kept in employment, the capital is no leas sunk ; it has
been converted from circulating into fixed capital, and has ceased
to have any influence on wages or profits. Beaides this, there is a
great unproductive consumption of capital, during the stagnation
which follows a period of general over-trading. Establishments
are shut up, or kept working without any profit, hands are discharged,
and numbers of persons in all ranks, being deprived of their income,
and thrown for support on their savings, find themselves, after the
crisis has passed away, in a condition of more or less impoverishment.
Such are the effects of a commercial revulsion: and that such

revulsions are almost periodical, is a consequence of the very
tendency of profits which we are considering. By the time a few
years have passed over without a crisis, so much additional capita]
has been accumulated, that it is no longer possible to invest it
at the accustomed profit : all public securities rise to a high price, the
rate of interest on the best mercantile security falls very low,
and the complaint is general among persons in bnsiness that no
money is to be made. Does not this demonstrate how speedily
profit would be at the minimum, and the stationary condition of
capital would be attained, if these accumulations went on without
any counteracting principle 7 But _ diminished scale of all sale
gains inclines persons to give a ready ear to Any projects which
hold out, though at the risk of loss, the hope of a higher rate of profit ;
and speculations ensue, which, with the subsequent revulsions,
destroy, or transfer to foreigners, a considerable amount of capital,
produce a temporary rise of interest and profit, make room for fresh
accumulations, and the same round is recommence&

_rhis, doubtless, is one considerable cause which arrest_ profita
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in their descent to the minimum, by sweeping away tIom time to
time a part of the accumulated mass by which they are forced down_
But this is not, as might be inferred from the language of some
writers, the principal cause. If it were, the capital of the country
would no_ increase; but in England it does increase greatly and
rapidly. This is shown by the incre_ing productiveness of almost
all taxes, by the continual growth of all the signs of national wealth,
and by the rapid increase of population, while the condition of the
labourem is certify not declining, but on the whole improving.l
These things prove that each commercial revulsion, however
disastrous, is very far from destroying all the capital which has been
added to the accumulations of the country since the last revulsion
preceding it, and that, invariably, room is either found or made for
the profitable employment of a perpetually increasing capital,
eonsistently with not forcing down profits to a lower rate.

§ 6. This brings us to the second of the counter-agencies,
namely, improvements in production. These evidently have
the effect of extending what Mr. Wakefield terms the field of employ-
ment, that is, they enable a greater amount of capital to be accumu-
lated and employed without depressing the rate of profit : provided
always that they do not raise, to a proportional extent, the habits
and requirements of the labourer. If the labouring class gain the
full advantage of the increased eheapne_, in other words, if money
wages do not fall, profits are not raised, nor their fall retarded.
But if the labourers people up to the improvement in their condition,
and so relalZte to their previous state, profits will rise. All inven-
tions which cheapen any of the thin_ consumed by the labourers,
uule_ their requirements are raised in an equivalent degree, in time
lower money wages : and by doing so, enable a greater capital to
be accumulated and employed, before profits fall back to what
they were previously.

Improvements which only affect things consumed exclusively by
the richer classes, do not operate precisely in the same manner.

The cheapening of lace or velvet has no effect in diminishing the
cost of labour ; and no mode can be pointed out in which it can

the rate of profit, so as to make room for a larger capital before
the minimum is attained. It, however, produces an effect which
is v_tually equivalent ; it lowers, or tends to lower, the minimum

I [So sinoe the 6th e& (1885). The originsl (1848) ran I " tlm eonditi,m
ef the htbourers oert_inly is not on the whole deolining.']
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itself. In the first place, increased cheapness of articles of consum_
tion promotes the inclination to save, by affording to all consumerb
a surplus which they may lay by, consistently with their accustomed
manner of living ; and unless they were previously sufering actual
hardships, it will require little self-denial to save some part at least
of this surplus. In the next place, whatever enables people to live
equally well on a smaller income, inclines them to lay by capital for
a lower rate of profit. If people can live on an independence of 500L
a year in the same manner as they formerly could on one of 1000L,
some persons will be induced to save in hopes of the one, who
would have been deterred by the more remote prospect of the other.

All improvements, therefore, in the production of almost any com-
modity, tend in some degree to widen the interval which has to be
passed before arriving at the stationary state: but this effect
belongs in a much greater degree to the improvements which affect
the articles consumed by the labourer, since these conduce to it in
two ways; they induce people to accumulate for a lower profit,
and they also raise the rate of profit itself.

§ 7. Equivalent in effect to improvements in productio_
is the acquisition of any new power of obtaining cheap commodities
from foreign countries. If necessaries are cheapened, whether
they are so by improvements at home or importation from abroad,
is exactly the same thing to wages and profits. Unless the labourer
obtains, and by an improvement of his habitual standard, keep_
the whole benefit, the cost of labour is lowered, and the rate of profit
raised. As long as food can continue to be imported for an increasing
population without any diminution of cheapness, so long the
declension of profits through the increase of population and capital
is arrested, and accumulation may go on without making the rate

of profit draw nearer to the minimum. And on thiR ground it is
believed by some, that the repeal of the corn laws has opened
to this country a long era of rapid increase of capital with an
undiminished rate of profit.

Before inquiring whether this expectation is reasonable, one
remark must be made, which is much at variance with commonly
received notions. Foreign trade does not necessarily increase the

field of employment for capital. It is not the mere opening of a
market for a country's productions, that tends to raise the rate

of profit& If no_hlng were obtained in exchange for those pro-
ductions but the luxuries of the rich, the exl_nses of no capitalist
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would be aimlniASed ; profits would not be at aU raised, nor room
made for the accumulation of more capital without submitting to e
reduction of profits : and if the attainment of the stationary state
were at all retarded, it would only be because the diminished cost
at which a certain degree of luxu__ could be enjoyed, might induce
people, in that prospect, to make fresh savings for a lower profit
than they formerly were willing to do. When foreign trade makes
room for more capital at the same profit, it is by enabling the
necessaries of life, or the habitual articles of the labourer's con-

eumption, to be obtained at smaller cost. It may do this in two
ways ; by the importation either of those commodities themaeivea,
or of the means and appliances for producing them. Cheap iron
has, in a certain measure, the same effect on profits and the cost
of labour as cheap corn, becsuse cheap iron m_es cheap took fez
agriculture and cheap machinery for clothing. But a foreign trade
which neither directly, nor by any indirect consequence, increae_e
the cheapness of any_ing cor_umed by the labourers, does not, any
more than an invention or discovery in the llke ease, tend to raise
profits or retard their fall; it merely substitutes the production
of goods for foreign markets in the teem'of the home production of
luxuries, leaving the employment for capital neither greater nor lees
than before. It is true, that there is scarcdy any export trade

which, in a country that already imports necessaries or materials,
comes within these conditions : for every increase of exports enables

the country to obtain all its imports on cheaper terms than before.
A country which, as is now the case with England, 1 admits

food of all kinds, and all necessaries and the me.fish of neces_ies,
to be freely imported from all parts of the world, no longer depends
on the fertility of her own soil to keep up her rate of profits, but
on the soft of the whole world. It remaina to consider how far thia

resource can be counted upon, for making head dnring a very long
period against the tendency of profits to decline as capital increases.

It must, of course, be supposed that with the increase of capital,

population also increases ; for if it did not, the consequent rise of
wages would bring down profits, in spite of any cheapnem of food.
Suppose then that the population of Great Britain goes on increasing
at its present rate, and demands every year a supply of imported
food considerably beyond that of the year preceding. This annual
me, sane in the food demanded from the exportl,_ countries can

t [So from the 5th ed. (1862). In the let ed. (1848) the parenthesis had
been: " (whioh is now very nearly, and will soon be entirely, our own ease)."]

_m
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only be obtained either by great improvements in their agrioultu_
or by the application of a great sddltlone] capital to the growth
of food. The former is ]ikely to be a very slow process, from the
rudeness and ignorance of the agricultural c]asses in the food-
exportin_ countries of Europe, while the British colonies and the
United States are already in possession of most of the improvements
yet made, so far as suitable to their circnmatanceL There remains
as a rmour_, the extension of cultivation. And on this it is to be
remsrked, that the capital by which any such extension can take
place, is mostly still to be created. In Poland, Ru_'s_ Hungary,
Spain, the increase of capital is extremely slow. In America it
is rapid, but not more rapid than the population. The principal
fund at present available for supplying this country with a yearly
incre_in S importation of food, is that portion of the annusl savings
of America which has heretofore been applied to increasing the
manufacturing establishments of the United States, and which
free trade in corn may possibly divert from that purpose to growing
food for our market. This limited source of supply, uule_ great
improvements take place in agrieultu_ cannot be expected to keep
pace with the growing demand of so rapidly increasing a population
as that of Great Britain ; and if our population and capital continue
to increase with their present rapidity, the only mode in which
food can continue to be supplied cheaply to the one, is by sending
the other abroad to produce it. l

§ 8. This brings us to the last of the counter-forces which
check the downward tendency of profits, in a country whose capital
increases faster than that of its neighbours and whose profits are
therefore nearer to the minimum. This is, the perpeftlal overflow
of capital into colonies or foreign countries, to seek higher profits
than can be obtained at home. I believe this to have been for many
years one of the principal causes by which the decline of profits
in England has been arreste_ It has a twofold operation. In the
first place, it does what a fire, or an inundation, or a commercial crisis
would have done : it carries off a part of the increase of capital from
which the reduction of profits proceed& Secondly, the capital so
carried off is not lost, but is chiefly employed either in founding
colonies, which become large exporters of cheap agricultural produce,
or in extcodina and perhaps improving the agriculture of

J [_eeAppendixBB. _'beIm_orlaZionof .li'oo&]
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eommunifiee. It k to the m_igration of English capital, that we
have chiefly to look for keeping up a supply of cheap food and cheap
materials of clothing, proportional to the increase of our population ;
thus enabling an increasing capital to find employment in the country,
without reduction of profit, in producing nmnufsc_ared articles
with which to pay for this supply of raw predue_ Thus, the
exportation of capital k an agent of great el_cacy in extending the
field of employment for that which remsl._ : and it may be said
truly that, up to a certain point, the more capital we send away, the
more we shall possess and be able to retain at home.

In countriee which are further advanced in industry and popu-
htion, and have therefore a lower rate of profit, than others, there
imalways, long before the actual minimum is reached, a practical
minimum, viz:, when profits have fallen so much below what they
are elsewhere, that, were they to fall lower, all further sccuraulstions
would go abroad. In the present state of the indusizy of the world,
when there is occasion, in any rich and improving oount_y, to take
the minimum of profits at all into consideration for practical
purposes, it is only this practical minimum that needs be considered.
As long as there are old countries where capital increases very
rapidly, and new countrie$ where profit k still high, profits in the
old countries willnot sink to the rate which would put a stop to
accumulation ; the fall is stopped at the point which sends capital
abros& It is only, however, by improvements in production, and
even in the production of tbin_ consumed by labourers, that the
capital of a ooun_y like England is prevent_l from speedily reaching
that degree of lowness of profit, which would cause all further savings
to be sent to find employment in the colonies, or in foreign countries. 1

[See ._ppendixC_ _ l'_ of Pro_ to a M_]



CHAPTER V

CONSEQUENCES OF THE TENDENCY O]_ PROFITS TO • MINIMUJE

§ 1. Ttr_ theory of the ettect of accumulation on profits, laid
down in the preceding chapter, materially alters many of the
practical conclusions which might otherwise be supposed to follow from
the general principles of Political Economy, and which were, indeed,
long admitted as true by the highest authorities on the subject.

It must greatly abate, or rather, altogether destroy, in countries
where profits are low, the immense importance which used to be
attached by political economists to the effects which an event or a
measure of government might have in adding to or subtracting
from the capital of the country. We have now seen that the low-
ness of profits is a proof that the spirit of accumulation is so active,
and that the increase of capital has proceeded at so rapid a rate, as

to outstrip the two counter-agencies, improvements in production,
and increased supply of cheap necessaries from abroad: and that

unless a considerable portion of the annual increase of capital were
either periodically destroyed, or exported for foreign investment,
the country would speedily attain the point at which further accu-
mulation would cease, or at least spontaneously slacken, so as no
longer to overpass the march of invention in the arts which produce
the necessaries of life. In such a state of things as this, a sudden
addition to the capital of the country, unaccompanied by any in-
crease of productive power, would be but of transitory duration;
duce, by depreasi'ng profits and interest, it would either dlmlnlah by

a corresponding amount the savings which would be made from
income in the year or two following, or it would cause an equivalent
amount to be sent abroad, or to be wasted in rash speculations.
Neither, on the other hand, would a sudden abstraction of capital,
unless of inordinate amount, have any real effect in impoverishing
the country. After a few months or years, there would exist in the
country just as much capital as if none had been taken away. The



TF_qDENOYOlr PROFIT8 TOA MINIMUM 741

abstraction, by raising profits and interest, would give a fresh
stimulus to the accumulative principle, which would speedily fill
up the vacuum_ Probably, indeed, the only effect that would ensue,
would be that for some time afterwards lees capital would be exported,
and less thrown away in hazardous speculation.

In the first place, then, this view of thln_ greatly weakens, in a
wealthy and industrious country, the force of the economical argu-
ment against the expenditure of public money for really valuable,
even though industriously unproductive, purposes. If for any
great object of justice or philanthropic policy, such as the industrial
regeneration of Ireland, or a comprehensive measure of colonization
or of public education, it were proposed to raise a large sum by
way of loan, politicians need not demur to the abstraction of so
much capital, as tending to dry up the permanent sources of the
country's wealth, and diminish the fund which supplies the sub-
sistenee of the labouring population. The utmost expense which
could be requisite for any of these purposes, would not in all prob-
ability deprive one labourer of employment, or diminish the next
year's production by one ell of cloth or one bushel of grain. In
poor countries, the capital of the country requires the legislator's
sedulous care; he is bound to be most cautious of encroaching
upon it, and should favour to the utmost its accumulation at home,
and its introduction from abroad. But in rich, populous, and
highly cultivated countries, it is not capital which is the deficient
element, but fertile land; and what the legislator should desire
and promote, is not a greater aggregate saving, but a greater return
to savings, either by improved cultivation, or by access to the
produce of more fertile lands in other parts of the globe. In such
countries, the government may take any moderate portion of the
capital of the country and expend it as revenue, without affecting
the national wealth: the whole being either drawn from that portion
of the annual savings which would otherwise be sent abroad, or
being subtracted from the unproductive expenditure of individuals
for the next year or two, since every million spent makes room for
another million to be saved before reaching the overflowing point.
When the object in view is worth the sacrifice of such an amount of
the expenditure that furnishes the daily enjoyments of the people,
the only well-grounded economical obiection against taking the
necessary funds directly from capital, consists of the inconveniences
attending the process of raising a revenue by taxation, to pay the
interest of a debt.
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The same considerations enable us to throw aside as unworthy
of regard, one of the common arguments against emigration as a
means of reiiei for the labouring class. Emigration, it is said, can
do no good to the labourem, if, in order to defray the cost, as much
must be taken away from the capital of the country as from its
population. That anything like this proportion could require to be
abstracted from capital for the purpose even of the most extensive
colonization, few, I should think, would now assert : but even on
that untenable supposition, it is an error to suppose that no benefit
would be conferred on the labouring class. If one-tenth of the
labouring people of England were transferred to the colonies, and
along with them one-tenth of the cireulating capital of the country,
either wages, or profits, or both, would be greatly benefited by the
diminished pressure of capital and population upon the fertility of
the land. There would be a reduced demand for food : the inferior
arable lands would be thrown out of cultivation, and would become
pasture ; the superior would be cultivated less h/ghly, but with a
greater proportional return ; food would be lowered in price, and
though money wages would not rise, every labourer would be con-
siderably improved in circumstances, an improvement which, if no
increased stimulus to population and fall of wages ensued, would be
permanent ; while if there did, profits would rise, and accumulation
start forward so as to repair the loss of capital The landlords alone
would sustain some loss of income ; and even they, only if coloniza-
tion went to the length of actually dimi.iah_ng capital and popula-
tion, but not if it merely carded off the annual increase.

§ 2. From the same principles we are now able to arrive at a
final conclusion respecting the effects which machinery, and gener-
ally the sinking of capital for a productive purpose, produce upon
the immediate and ultimate interests of the labouring clms. The
characteristic property of this class of industrial improvements is
the conversion of circulating capital into fixed : and it was shown
in the first Book,* that in a country where capital accumulatm
slowly, the introduction of machinery, permanent improvements
of land, and the like, might be, for the time, extremely injurious;
slnce the capital so employed might be directly taken from the
wages fund, the subsistence of the people and the employment for
labour curtailed, and the gross annual produce of the country actually
•llmln_ed. But in a country of great aunu_ savinp and low

• Supra,I_
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profits, no such effects need be apprehended. Since even the
emigration of capital, or its unproductive expenditure, or its absolute
waste, do not in such a country, if confined within any moderate
hounds, at all diminish the aggregate amount of the wages fund--
still less can the mere convelmon of a like sum into fixed capital,
which continues to be productive, have that effect. It merely
draws off at one orifice what was already flowing out at another ;
or if not, the great_ vacant space left in the z_ervoir does but cause
a greater quantity to flow in. Accordingly, in spite of the mis
chievous derangements of the money-market which were at one
time occasioned by the sinking of great snma in railways, I was
never able to agree with those who apprehended mischief, from
this source, to the productive resources of the country, l Not on the
absurd ground (which to any one acquainted with the elements of
the subject needs no confutation) that railway expenditure is a
mere transfer of capital from hand to hand, by which nothing is lost
or destroyed. This is true of what is spent in the purchase of the
land ; a portion too of what is paid to parliamentary agents, counsel,
engineers, and surveyors is saved by those who receive it, and
becomes capital again : but what is laid out in the bond fide con-
struction of the railway itseLf is lost and gone ; when once expended,
it is incapable of ever being paid in wages or applied to the mainte-
nance of labourers again ; as a matter of account, the result is that
so much food and clothing and tools have been consumed, and the
country has got a railway instead. Bat what I would urge is, that
sums so applied are mostly a mere appropriation of the annual over-
flowing which would otherwise have gone abroad, or been thrown
away unprofitably, leaving neither a railway nor any other tangible
result. The railway gambling of 1844 and 1846 probably saved the
country from a depression of profits and interest, and a rise of all
public and private securities, which would have engendered still
wilder speculations, and when the effects came afterwards to be
complicated by the scanty of food, would have ended in a still
more formidable crisis than was experienced in the years immediately
following. In the poorer countries of Europe, the rage for railway
construction might have had worse consequences than in England,
were it not that in those countries such enterprises are in a great
measure carried on by foreign capital. The railway operations of

1 [The present form of this sentence dates from the at& ed. (1865b The
original [1848] text ran : " the great sums in process of being sunk," and '* I
e_nnot agree."]
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the radons nations of the world may be looked upon as a sort of
competition for the overflowing capital of the countries where
profit is low and capital abundant, as England and Hollan& The
English railway speculations are a struggle to keep our annual
increase of capital at home ; those of foreign countries are an effort
to obtain it.*

It already appears from these considerations, that the eonver-
mion of circu]atin_ capital into fixed, whether by railways, or manu-
factories, or ships, or machinery, or canals, or mines, or works of
drainage and irrigation, is not likely, in any rich country, to diml,iAh
the gross produce or the amount of employment for labour. How
much then is the ease strengthened, when we consider that these
tr&nsformations of capital are of the nature of improvements in

production, which, instead of ultimately dlrnlni_l_i.g circulating
capital, are the n_eee____ryconditions of its increase, since they alone
enable a country to possess a constantly augmenting capital without
reducing profits to the rate which would cause accumulation to
stop. There is hardly any increase of fixed capital which does not
enable the country to contain eventually a larger circulating capital
than it otherwise could possess and employ within its own limits ;
for there is hardly any creation of fixed capital which, when it
proves successful, does not cheapen the articles on which wages
are habituall/expended. All capital sunk in the permanent im-
provement of land lessens the cost of food and materials ; almost

all improvements in machinery cheapen the labourer's clothing or
lodging, or the tools with which these are made ; improvements in

locomotion, such as railways, cheapen to the consumer all thin_s
which are brought from a distance. All these improvements make
the labourers better off with the same money wages, better off if
they do not increase their rate of multiplication. But if they do,
and wages consequently fall, at least profits rise, and, while accumula-

tion receives an immediate stimulus, room is made for a greater
amount of capital before a euificient motive arises for sending it

abroad. Even the improvements which do not cheapen the things
consumed by the labourer, and which, therefore, do not raise profits
nor retain capit_ in the coentry, nevertheless, as we have seen, by
lowering the minimum of profit for which people will ultimately

* [1852] It is hardly needful to point out how fully the remarks m the
text have been verified by lubsequent fasts. The capital of the country, fat
from having been in maydegree impaired by the lmz,e amount sunk in railway
eoustruotion, wM mon again overflowing.
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consent to save, leave an ampler margin than previously for eventual
accumulation, before arriving at the stationary stat_

We may conclude, then, that improvements in production, and
emigration of capital to the more fertile soils and unworked mines
of the .nlnhAbited or thinly peopled parts of the globe, do not, as
appears to a superficial view, diminish the gross produce and the
demand for labour at home ; but, on the contrary, are what we have
chiefly to depend on ior increasing both. and are even the necessary
conditions of any great or prolonged augmentation of either. Nor
is it any exaggeration to say, that within certain, and not very
narrow, limits, the more cspital a country like England expends in
these two ways, the more she will have ]eft.

2 [:2



CHAPTER VI

O]P THE 8q_ATIONARY 8TATB

I I. THE precedingchapterscomprisethegeneraltheoryoi
theeconomicalprogressofsociety,inthesenseinwhichthosetetras
irecommonlyunderstood; theprogreesofcapital,ofpopulation,
and oftheproductivearia But incontemplatingany progressive
movement,notinitsnatureim]imlted,themindisnotsatisfiedwith

merelytracingthelawsofthemovement; itcannotbut askthe
furtherquestion,towhat goal? Towardswhat ultimatepointis
society tending by its industrial progre_ ? When the progress
csa_, in what condition are we to expect that it will leave
manlfind ?

It must always have been seen, more or less distinct]y, by
political economists, that the increase of wealth is not boundless :
that at the end of what they term the progressive state lies the
stationary state, that all progress in wealth is but a postponement
of this,and thateachstepinadvanceisan approachtoit. We
havenow beenledtorecognisethatthisultimategoalisat all
timesnearenoughtobe fullyinview; thatwe arealwayson the
vergeofit,andthatifwe havenotreacheditlongago,itisbecause
thegoalitselffliesbeforeus. The richestand most prosperous
countrieswouldverysoonattainthestationarystate,ifno further
improvements were made in the productive arts, and if there were
asuspensionoftheoverflowofcapitalfrom thosecountriesintothe
uncultivated or in-cultivated regions of the ea._.

impossibility of ultimately avoiding the stationary state--
this irresistible necessity that the stream of human industry should
finally spread itself out into an apparently stagnant sea--must have
been, to the political economists of the last two generations, an
unpleasingand discoura_'ngprospect; forthetoneand tendency
of their speculations goes completely to identify all that is economi-
cally desirable with the progressive state, and with that alone
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With Mr. M'Culloch, for example, prosperity does not mean a large
production and a good distribution of wealth, but a rapid increase of
it ; his test of prosperity is high profits ; and as the tendency of
that very increase of wealth, which he calls prosperity, is toward8
low profits, economical progress, according to him, must tend to the
extinction of prosperity. Adam Smith always assumes that the
condition of the m_ of the people, though it may not be positively
distressed, must be pinched and stinted in a stationary condition
of wealth, and can only be satisfactory in a progressive state. The
doctrine that, to however distant a time incessant struggling may put
off our doom, the progress of society must "end in shallows and
in miseries," far from being, as many people still believe, a wicked
invention of Mr. Malthus, was either expressly or tacitly a|rlrmed
by his most distinguished predecessors, and can only be successfully
combated on his principles. Before attention had been directed to
the principle of population as the active force in determining the
remuneration of labour, the increase of mankind was virtually treated
as a constant quantity ; it was, st all events, assumed that in the
natural and normal state of human affairspopulation must constantly
increase, from which it followed that a constant increase of the means
of support was essential to the physical comfort of the mass of man-
kin& The publication of Mr. Malthus' Essay is the era from which
better views of this subject must be dated ; and notwithstanding
the acknowledged errors of his first edition, few writers have done
mere than himself, in the subsequent editions, to promote these
jnster and more hopeful anticipations.

Even in a progressive state of capital, in old countries, a con-
ecientious or prudential restraint on population is indispensable,
to prevent the increase of numbers from outstripping the increase of
capital, and the condition of the classes who are at the bottom of
society from being deteriorate& Where there is not, in the people,
or in some very large proportion of them, a resolute res_tauce to
this detertoration_a determination to preserve an established
standard of comfort--the condition of the poorest class ainl_s,
even in a progressive state, to the lowest point which they will
consent to endure_ The same determination would be equally

effectual to keep up their condition in the stationary state, and
would be quite as likely to exkt. Indeed, even now, the countries
in which the greatest prudence is manifested in the regulating of
population are often those in which capital increases least rapidly.
Where there is an indefinite prospect of employment for increased
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numbers, there is apt to appear less nece_ty for prudential restraint
If it were evident that a new hand could not obtain employment but

by displacing, or succeeding to, one already employed, the combined
influences of prudence and public opinion might in some measure be
relied on for restricting the cornln_ gene_tion within the numbem
necessary for replacing the present.

§ 2. I cannot, therefore, regard the stationary state of capital
and wealth with the unaffected aversion so generally manifested

towards it by political economists of the old school. I am inclined
to believe that it would be, on the whole, a very considerable im-

provement on our present condition. I confess I am not charmed
with the ideal d life held out by those who think that the normal state
of human beings is that of struggling to get on ; that the trampling,
erushing, elbowing, and treading on each other's heels, which form the
existing type of social life, are the most desirable lot d human kind,
or anything but the dieagreeable symptoms of one of the phases of
industrial progress. It may be s necessary stage in the progre_ of
civilization, and those European nations which have hithez_o been
so fortunate as to be preserved from it, may have it yet to undergo.
It is an incident of growth, not a mark of decline, for it is not
nec_searily destructive d the higher aspirations and the heroic
virtues ; as America, in her great civil war, has l_OVed to the world,
both by her conduct as a people and by numerous splendid individual
examples, and as England, it is to be hoped, would also prove, on an
equally trying and exciting occasion. 1 But it is not a kind of social
pedection which philanthropists to come will feel any very eager
desire to assist in realizing. Most fitting, indeed, is it, that while

riches are power, and to grow as rich as possible the universal objeei
of ambition, the path to its attainment should be open to all, withou_

favour or partiality. But the best state for human nature is that

[This and _hepreceding sentence replaced in the 6thed. (1865) the _oHowing
passage of the original [18-18] text: "The northern and middle states of
America axe a specimen of this stage of civilization in very favourable circum.
stances; having, apparently, got rid of all social injustices and inequalities
that affectpersons of Caucasian race and of the male sex, while the proportion
of population to capital and land is such as to ensure abundance to every
able-bodiedmember of the community who does not forfeit it by misconduct.
They have the six ]pointsof Chaxtiam,and they have no poverty: and all that
these advantages seem to have done for them is that the life of the whole of
one sex is devoted to dollar-hunting, and of the other to breeding doliar-
hunters." Into this, however, had been inserted since the 2rided. (1849), after
"done for them," the paxenthesis "(notwithstanding some incipient reigns o/
a better tendency)."]
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in which, while no one is poor, no one desires to be richer, nor has
any reason to fear being thrust back by the efforts of others to
push themselves forward.

That the energies of mankind should be kept in employment by
the struggle for riches, as they were formerly by the struggle of war,
until the better minds succeed in educating the others into better
things, is undoubtedly more desirable than that they should rust
and stagnate. While minds are coarse they require coarse stimuli,
and let them have them. In the mean time, those who do not accept
the present very early stage of human improvement as its ultimate
type, may be excused for being comparatively indifferent to the
kind of economical progress which excites the congratulations of
ordinary politicians ; the mere increase of production and accumu-
lation. For the safety of national independence it is essential that
a country should not fall much behind its neighbours in these things.
But in themselves they are of little importance, so long as either the
increase of population or anything else prevents the mass of the
people from reaping any part of the benefit of them. I know not
why it should be matter of congratulation that persons who are
already richer than any one needs to be, should have doubled their
means of consuming things which give little or no pleasure except
as representative of wealth ; or that numbers of individuals should
pass over, every year, from the middle classes into a richer class, or
from the class of the occupied rich to that of the unoccupie& It is
only in the backward countries of the world that increased production
is still an important object : in those most advanced, what is econo-
mically needed is a better distribution, of which one indispensable
means is a stricter restraint on population. Levelling institutions,
either of a just or of an unjust kind, cannot alone accomplish it;
they may lower the heights of society, but they cannot, of themselves.
permanently 1 raise the depths.

On the other hand, we may suppose this better distribution of
property attained, by the joint effect of the prudence and frugality
of individuals, and of a system of legislation favouring equality of
fortunes, so far as is consistent with the just claim of the individual to
the fruits, whether great or small, of his or her own industry. We
may suppose, for instance (according to the suggestion thrown out
in a former chapter *), a limitation of the sum which any one person

i [-Permanently" insertedin 2nd ed. (1849); "ot themselves" in 3rd

* Supra,p_ 227-9.
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may acquire by gift or inheritance to the amount sulf_ent to
constitute a moderate independence. Under this twofold influence
society would exhibit these leading features : a well-paid and affluent
body of labourers ; no enormous fortunes, except what were earned
and accumulated during a single lifetime ; but a much larger body
of persons than at present, not only exempt from the coarser toils, but
with sui_cient leisure, both physical and mental, from mechanical
details, to cultivate freely the graces of life, and afford examples of
them to the classes iess favourably circnmatanced for their growth.
This condition of society, so greatly preferable to the present, is
not only perfectly compatible with the stationary state, but, it
would seem, more naturally allied with that state than with any
other.

There is room in the world, no doubt, and even in old countries,
for a great increase of population, suppoAin_ the arts of life to go

on improving, and capital to increase. But even if innocuous, I
confess I see very little reason for desiring it. The density of
population necessary to enable msnldnd to obtain, in the greatest
degree, all the advantages both of co-operation and of social
intercourse, has, in an the most populous countries, been attained.
A population may be too crowded, though all be amply supplied
with food and raiment_ It is not good for man to be kept perforce
at all times in the presence of his species. A world from which
solitude is extirpated is a very poor ideal. Solitude, in the sense
of being often alone, is emential to any depth ot meditation or ot
character; and solitude in the presence of natural beauty and
grandeur, is the cradle of thoughts and aspirations which are not
only good for the individual, but which society could ill do without.
Nor is there much satisfaction in contemplating the world with
nothing left to the spontaneous activity of nature ; with every rood
of land brought into cultivation, which is capable of growing food
for human beings ; every flowery waate or natural pasture ploughed
up, all quadrupeds or birds which are not domesticated for man'|
use exterminated as his rivals for food, every hedgerow or superfluous
tree rooted out, and scarcely a place left where a wild shrub or
flower could grow without being eradicated as a weed in the name
of improved agriculture. If the earth must lose that great portion
of its pleasantness which it owes to things that the unlimited increase
of wealth and population would extirpate from it, for the mere

purpose of e_abling it to support a larger, but not a better or a
happier population, I sincerely hope. for the sake of posterity, that
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they will be content to be stationary, long bdore necessity compels
them to it.

It is scarcely necessary to remark that a stationary condition of
capital and population implies no stationary state of human im-
provement. There would be as much scope as ever for all kinds d
mental culture, and moral and social progress ; as much room for
improving the Art of Living, and much more lik_ood of its being
improved, when minds ceased to be engrossed by the art of getting on.
Even the industrial arts might be as earnestly and as successfully
cultivated, with this sole difference, that instead of serving no
purpose but the increase of wealth, industrial improvements would
pn_luce their legitimate effect, that ofabridging labour. Hitherto
[1848] it is questionable if all the mechanical inventions yet made
have lightened the day's toil d any human being. They have
enabled a greater population to live the same life of drudgery and
imprisonment, and an increased number d manufacturers and
ethers to make fortunea They have increased the comforts of the
middle classea But they have not yet begun to effect those great
changes in human destiny, which it is in their nature and in their
tuturity to accomplish. Only when, in addition to just institutions,
the increase of manld_d shall be under the deliberate guidance of
judicious foresight, can the conquests made item the powers of
nature by the intellect and energy of scientific discoverers become
the common property d the species, and the means of improving
•_d _levating the universal lot.



CHAPTER VIa

ON THE PROBABLEICt)TL)RITYOF riLes LABOURINOCLA88_

§ 1. THE observations in the preceding chapter had for their
principal obiect to deprecate a false ideal of human society. Their
applicability to the practical purposes of present times consists in
moderating the inordinate importance attached to the mere increase
of production, and _Tin_ attention upon improved distribution, and
a large remuneration of labour, as the two desiderata. Whether
the aggregate produce increases absolutely or not, is a thing in which,
after a certain amount has been obtained, neither the legislator nor

the philanthropist need feel any strong interest : but, that it should
increase relatively to the number of those who share in it, is of
the utmost possible importance ; and this, (whether the wealth of
manlrind be stationary, or increaaing at the most rapid rate ever
known in an old country,) must depend on the opinions and habits of
the most numerous class, the class of manual labourers.

1When I speak, either in this place or elsewhere, of" the labouring
classes," or of labourers as a "class," I use those phrases in com-

pliance with custom, and as descriptive of an existing, but by no
means a necessary or permanent, state of social relations. I do not
recognise as either just or salutary, a state of society in which there
is any "class " which is not labouring ; any human beings, exempt

z [Th_ paragraphrepiaoed in the 3rd _ (1852) the following lmragraph
of the original (1848) text :

"The economic condition el that class, and along with it of all society,
depends therefore essentially on it* moral aad intellectual, and that again
on its _ condition. In the details of political economy, general views
of coelety and politics are out of plaoe ; but in the more comprehensive
inquirics it is impossible to exclude them ; since the variotmleading depart-
ments of human life do not develop themselves separately, but each depends
on all, or is profoundly modified by them. To obtain any light on the great
economic question of the future, whichgives the chief interest to the phenomena
of the presen_--the physical eonditlon of the labouring el___---_we must
consider it, not mpamtely, but in oonjunotton with all other points of theu
oonditio_"]
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erom bearing their _are of the necessary laboum of human life,
except those unable to labour, or who have fairly earned rest by
previous toil. So long, however, as the great social evil exists of a
non-labouring class, labourers also constitute a class_ and may be
spoken of, though only provisionally, in that character.

Consideredin its moral and social aspect, the state of the labour-
ing people has latterly been a subject of much more speculation and
discussion than formerly ; and the opinion that it is not now what
it ought to be, has become very genera]. The suggestions which
have been promulgated, and the controversies which have been
excited, on detached points rather than on the foundations of the
subiect _ have put in evidence the existence of two conflicting
theories, respecting the social position desirable for manual labourers.
The one may be called the theory of dependence and protection,
the other that of self-dependenc_

According to the former theory, the lot of the poor, in all things
which affect them eollectively, should be regulated for them, not
by them. They should not be required or encouraged to think fo-
themselves, or give to their own reflection or forecast an influential
voice in the determination of their destiny. It is supposed to be
the duty of the higher classes to think for them, and to take the
responsibility of their lot, as the commander and officers of an army
take that of the soldiers composing it. This function, it is contended,
the higher classes should prepare themselves to perform con-
e_ient_ously, and their whole demeanour should impress the poor
with a reliance on it, in order that, while yielding passive and active
obedience to the rules prescribed for them, they may resign them-
selves in all other respects to a trustful/nsouc/ance, and repose under
the shadow of their protect_r_ The relation between rich and
poor, according r_ this theory (a theory also applied to the relation
between men and women)1 should be only partly authoritative ;
it should be amiable, moral, and sentimental : affectionate tutelage
on the one side, respectful and grateful deference on the other.
The rich should be/n/oco parent/s to the poor, guiding and restraining
them like children. Of spontaneous action on their part there
should be no need. They should be called oil for nothing but to
do their day's work, and to be moral and religions. Their morality
and religion should be provided to_ them by their superiors, who
should eee them properly taught it, and should do all that is neces_ry

m[Parentheektneertedin3rded.(1852).]
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to ensure their being, in return for labour and attachment, properly
fed, clothed, housed, spiritually edified, and innocently amused.

This is the ideal of the future, in the minds of those whose dis-
satisfaction with the Present assumes the form of affection and

regret towards the Past. 1 Lille other ideals, it exercises an uncon-
scions influence on the opinions and sentiments of numbers who
never consciously guide themselves by any ideal It has also this
in common with other ideals, that it has never been historically
realisecL It makes its _ppeal to our imaginative sympathies in
the character of a restoration of the good times of our forefathers.
But no times can be pcinted out in which the higher classes of this
or any other country, performed a part even distantly resembling
the one assigned to them in this theory. It is an idealization,
grounded on the conduct a_l character of here and there an indi-
vidual. All privileged and powerful classes, as such, have used
their power in the interest of their own selfishness, and have indulged
their self-importance in despising, and not in lovingly caring for,
_hcee who were, in their estimation, degraded, by being under the
necessity of working for their benefit. I do not sit-in that what
has always been must always be, or that human improvement has
no tendency to correct the intensely selfiuh feclin_ engendered by
power ; but though the evil may be lessened, it cannot be eradicated,
until the power itself is withdrawn. This, at least, seems to me
undeniable, that long before the superior classes could be sufficiently
improved to govern in the tutelary manner supposed, tbe inferic_
classes would be too much improved to be so governed.

I am quite sensible of all that is seductive in the picture of
e._ciety which this theory present& Though the facts of it have
no prototype in the past, the feelings have. In them lies all that
there is of reality in the conception. As the idea is essentially
repulsive of a society only held together by the relations and feelings
arising out of pecuniary interests, so there is something naturally
attractive in a form of society abounding in strong personal attach-
ments and disinterested self-devotion_ Of such feelings it must be
_dmltted that the relation of protector and protected has hitherto
been the richest source. The strongest attachments of human
beings in genend, are towards the thi._ or the persons that stand
between them and some dreaded evil. Hence. in an age of lawless
violence and insecurity, and general hardness and roughness of

[Carlyle'sPad a,d Pv_s_ appearedin 1843.]
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manners, in which [fie is beset with dangers and eufferin_ at every
step, to throe who have neither a commanding position of their own,
nor a claim on the protection of some one who ha_--a generous
giving of protection, and a grateful receiving of it, are the strongest
t_ which connect human beings; the feelings arising from that
relation are their warmest feelin_ ; all the enthusiaam and tender-
nese of the most sensitive natures gather round it ; loyalty on the
one part and chivalry on the other are principles exalted into passions.
I do not desire to depreciate these quafitie_ 1 The error lies in
not perceiving, that these virtues and sentiments, like the elanshlp
and the hospitality of the wandering Arab, belong emphatically
to a rude and imperfect state of the social union; and that the
feelings between protector and protected, whether between kings
and subjects, rich and poor, or men and women, g can no longer
have this beautiful and e_dearing character where there are no
longer any serious dangers from which to protect. What is there
in the present state of society to make it natural that human beings,
d ordinary strength and courage, should glow with the warmest
gratitude and devotion in return for protection ? The laws protect
them, wherever the laws do not criminally fail in their duty. s To
be under the power of some one, instead of being as formerly the
sole condition of safety, is now, speakin_ generaUy, the only situation
which exposes to grievous wrong. The so-called protectors are now
the only persons against whom, in any ordinary circumstances,
protection is needed. The brutality and tyranny with which every
police report is filled, are those of htmbands to wives, of parents
to children. That the law does not prevent these atrocities, that
it is only now making a first timid attempt to repress and pnnlah
them, is no matter of necessity, but the deep disgrace of those by
whom the laws are made and administered. No wan or woman

who either poeeeues oz is able to earn an independent livelihood,

usenl[Inte/aeethe 3rd ed. {1855_ "qualities" replaoed " virtues," and the nextwu omitted : That the most beautiful developments of fe_lln_ and
character often grow out of the most painful, and in many respects the most
hardeningand eorrupting, eireumst_nemof oureondition, is now, and probably
will long be, one of the chief stumbliug-bloeimboth in the theory and in the
praetiee of moralsand edueatio_"]

2 [- Whether... women" inserted in Szd e&]
m [So sinee the 3rd ed. The original text ran: " The kwz protect them a

where ltws do not reach, manners and opinion shield them." The reterence to
poliee reports and atroeities later in the paragraphwas introduoed in the 3rd
ed. and "the protection of the law " was expanded into the proteetiou whieh
the law "ought to give"]
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requires any other protection than that which the law could and
ought to give. This being the case, it argues great ignorance of
human nature to continue taking for granted that relations founded
on protection must always subsist, and not to see that the assump-
tion of the part of protector, and of the power which belongs
to it, without any of the necessities which justify it, must engender
feelings opposite to loyalty.

Of the working men, at least in the more advanced countries
of Europe, it may be pronounced certain, that the patriarchal or
paternal system of government is one to which they will not again
be subject_ That question was decided, when they were taught to
read, ancl allowed access to newspapers and political tracts ; when
dissenting preachers were suffered to go among them, and appeal
to their faculties and feelings in opposition to the creeds professed
and countenanced by their superiors; when they were brought
together in numbers, to work socially under the same roof; when
railways enabled them to shift from place to place, and change
their patrons and employers as easily as their coats ; when they were
encouraged to seek a share in the government, by means of the
electoral franchise.1 The working classes have taken their interests
into their own hands, mad are perpetually showing that they think
the interests of their employers not identical with their own, but
opposite to-them. Some among the higher classes flatter themselves
that these tendencies may be counteracted by moral and religious
education : but they have let the time go by for giving an education
which can serve their purpose. The principles of the Reformation
have reached as low down in society as reading and writing, and
the poor will not much longer accept morals and religion of other
people's prescribing. I speak more particularly of this country,
especially the town population, and the districts of the most scientific
agriculture or the highest wages, Scotland and the north of England.
Among the more inert and less modernized agricultural population
of the southern counties, it might be possible for the gentry to retain,
for some time longer, something of the ancient deference and sub-
minion of the poor, by bribing them with high wages and constant
employment ; by insuring them support, and never requiring them
to do anything which they do not like. But these are two conditions
which never have been combined, and never can be, for long together.
A guarantee of subsistence can only be practically kept up, when

s [The last clatme inserted in _ ed. (1852).]
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work is enioreed and supertluous multiplication restrained by at
least a moral compulsiom It is then, that the would-be revivers

of old times which they do not understand, would feel practically
in how hopeless a task they were engaged. The whole fabric of
patriarchal or se'tgnorial influence, attempted to be raised on the
foundation of careaqing the poor, would be ahattered against the

neoemdty of enforcing a stringent Poor-law.

§ 2. It is on a far other barn that the well-being and well-
doing of the labouring people must henceforth rest. The poor have
come out of leading-strings, and cannot any longer be governed or
treated like children. To their own qualities must now be com-
mended the care of their destiny. Modern nations will have to
learn the lesson, that the well-being of a people must exist by means
of the justice and selLgovernment, the &_a_oo-_ and _e_pocd_7,
of the individual citizens. The theory of dependence attempts to
dispense with the necessity of these qualities in the dependent
classes. But now, when even in position they are becoming less
and lees dependent, and their minds less and lees acquiescent in
the degree of dependence which remains, the virtues of independence
are those which they stand in need d. Whatever adviee, exhortation,
or guidance is held out to the labouring classes, must henceforth
be tendered to them as equals, and accepted by them with their
eyes open. The prospect of the future depends on the degree in
which they can be made rational beings.

There is no reason to believe that prospect other than hopeful.
The progress indeed has hitherto been, and still is, slow. But there
is a spontaneous education going on in the minds of the multitude,
which may be greatly accelerated and improved by artificial aids.
The instruction obtained from new_papers and political tracts may
not be the most solid kind of iustmetion, but it is an immense

improvement upon none at all. l What it does for a people has
been admirably exemplified during the cottbn crisis, in the case of
the Lancashire spinners and weavers, who have acted with the
consistent good sense and forbearance so justly applauded, simply
because, being readers of newspapers, they understood the causes of
the calamity which had befallen them, and knew that it was in no

way imputable either to theiz employers or to the Government.
tt is not certain that their conduct would havebsen asrational and

t [This and the following sentence were inserted in the 6th ed. (18_5_]
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exemplary, if the distress had preceded the salutary measure of
fiscal emancipation which gave existence to the penny press. The
in.furious for lectures and discussion, the collective deliberationa

on questions of common interest, the trade unions, the political
agitation, all serve to awaken public spirit, to diffuse variety of
ideu among the mass, and to excite thought and reflection in the
more intelligent. Although the too early attainment of political
franchises by the least educated class might retard, instead of
promoting, their improvement, there can be little doubt that it has
been greatly stimulated by the attempt to acquire them.1 In the
meantime, the working classes are now part of the public; in a]]
discussions on matters of general interest they, or a portion of them,
are now partakers ; all who use the press as an instrument may, if it
so happens, have them for an audience ; the avenues of instruction
through which the middle classes acquire such ideas as they have,
are accessible to, at least, the operatives in the towns. With these
resources, it cannot be doubted that they will increase in intelligence,
even by their own unaided efforts; while there is reason to hope
that great improvements both in the quality and quantity of school
education will be effected by the exertions e_ther of government or
of individuals, and that the progress of the mass of the people in
mental cultivation, and in the virtues which are dependent on it,
will take place more rapidly, and with fewer intermittencee and
aberrations, than if left to itself.

From this increasa of intelligence, several effects may be con-
fidently anticipated. First: that they will become even less
willing than at present to be led and governed, _nd directed into

the way they should go, by the mere authority and pre_ye of
superiors. If they have not now, still less will they have hereafter,
any deferential awe, or religious principle of obedience, ho]dlng
them in mental subjection to a chum above them. The theory of
dependence and protection w:J] be more and more intolerable to
them, and they will require that their conduct and condition chall
be essent_Ally se_-goveraed. It is, at the Jmme time, quite possible

! [Here w_ omitted from the 2rid ed. (1849) the following passage of the
1st (1848) : " It is of little import_noe ti_t some of them n_y, at s

numm_us, mm are likety to mereaee in numner; Du_nothing tenoa more m
the mental development of the working classes than that all the questiom
which Communism raises should he largely and freely dtmumed by them ;
nothing eould he more instructive than that some should aotu_lly form
munities, and try praetieally what it is m llvewithout the institution
I_operty.']
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that they may demand, in many case_ the intervention of the

legislature in their affairs, and the regulation by law of radons thln_
which concern them, often under very mistaken ideas of their
interest. Still, it is their own will, their own ideas and suggestions,
to which they will demand that effect should be given, and not rules
laid down for them by other people. It is quite consistent with
this, that they should feel respect for superiority of intellect and
knowledge, and defer much to the opinions, on any subject, of those
whom they thinl_ well acquainted with it. Such deference is
deeply grounded in human nature ; but they will judge for them-
selves d the persons who are and are not entitled to it.

§ 8. It appears to me impossible but that the increase of intelli-
gence, of education, and of the love of independence among the
worirln_ classes, must be attended with the corresponding growth
of the good sense which ms_ifests itself in provident habits of
conduct, and that population, therefore, will bear a gradually
diminishing ratio to capital and employment. ThjLsmost desirable
zeeult would be much accelerated by another change, which lies
in the direct line of the best tendencies d the time ; the openln_

of industrial occupations freely to beth sexe_ The same reasons
which make it no longer necessary that the poor should depend on
the rich s make it equally unnecessary that women should depend
on men ; and the least which justice requires is that law and custom
should not enforce dependence (when the correlative protection
has become euperfluons) by ordaining that a woman, who does not
happen to have a provision by inheritance, shall have scarcely any
means open to her of gaining a livelihood, except as a wife and
mother. Let women who prefer that occupation, adopt it ; but
that there should be no option, no other earr/_re possible for the
great majority of women, except in the humbler departments of

is a flagrant social injustic_ 1 The ideas and in_tutiona by

lithe origimd (1848) text ra_: "that there should be no other r.avrib,¢
possible . . . is one of those sooild injustices which call loudest for remedy.
Among the mlutm T coneequenem Of oorr_ting it, one of the moat probable
would be a great dimluutio_," &O.

In the 2rided. (1849) tlm following *enten_ was inserted after" remedy ".
"The rsmifications of this subject ,re far too numerous sad intrte&te to b_
pumned here. The _e_e,l and _litlosl equality of the sexes is not m,question
of economiesl detail, but one of principle, so intimately connected with all
the more vital pointa of human iml_vement, that none of t_. mm be
thoroughly diseumed independently et it. But for this very reach it .o_nnot
be disposed of by w_y of _ in a ta'e_t/se devoted to other .ubjeot_
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which the accident of sex is made the groundwork of an inequality

of legal fights, and a forced dia_imilsrity of social functions, must
erelongberecognisedas the greatesthindranceto moral,social,and
even i_tdlectual improvement. On the present occasion I ahall
only indieste, among the probable conaequoncea of the industrial and
social independence of women, a great diminution of the evil of
over-populstion. It iB by devoting one-half of the hnman specim
to that exclusive function, by making it fill the entire life of one
aex, and interweave itse_ with almost all the objects of the other,
that the animal instinct in question is nursed into the dispropor-
tionaf_ preponderance which it has hitherto exe_rolsed in hnman
life.

| 4. The poIitioal consequencee of the inereasing power and
importance of the operative chasm, and of the growing ascendancy
of numbers, which, even in England and under the preeent institu-
tions, is rapidly giving to the will of the majority at least a negative
voice in the acts of government, are too wide a subject to be di_ussed
in this place. But, confining ourselves to economical considerations,
and notwithat_ding the effect which improved intel]igence in the
working classee, together with just taws, may have in altering the
distribution of the produce to their advantage, I cannot think that
they will be permanently contented with the condition el labouring
for wages as their ultimate stat_l They may be wiring to pale

It ia sufficient for the immediate purpose, to point out, among the probable
¢onsequenoea of tim industrial and aooial independenoo of women, _ great
diminution,"

This wa_,,replaced in the grd ed. (1852) by the present text, and a note
attached : It is truly disgraceful that in a woman's reign not one step has
been made by law towards removing even the sma_leat portion of the existing
injusticeto women. The brutal part of the populace o_n still msltrest, not to
My kill, their wives, with the next thing to impunity ; and as to civil and
social sto_us, in framing a new reform bill for the extension of the eleotive
franchise, _ opportunity was not taken for so sinai] a reoognition of some.
thing like equality of righta, u would have been made by admitting to the
suffrage women of the asme class and the same househoiAin_ and tax.i_yil _
qualifioationa as the men who already possess it."

Furth_ oommenta were added to the note in the 4th ed. (1857): "Mr.
.Fitzroy_sAct forthe Better Protection of Women and Ohildwnagainst Ammult_
m a wen.m.e_at though inadequate attempt to wipe off the former reproach.
The ee_md.,_ more flngr_, t than ever, azz_er Rdorm Bill having been mee
_re_.ntea, tsrgely.ex_.ding. _ franchise among many _ of men, but
leaving all women m thetr existing state of politioaJ as well aa sooialservitude."

The whole note diSSpl_.red iu the Sth ed. (1S62).]
_[_ th_pwt,n_ o_m_. bm _d ._ (1s_2)the_ow_ p_s.
the o_igind (1848) text t To work _t the bidding aad for the tzadlt d
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_ough the class of secants in thei_ way to that of employem ; but
not to remain in it all their lives. To begin as hired labourers, then
after a few years to work on their own account, and finally employ
others, is the normal condition of labou_m in a new count7, rapidly
increasing in wealth and population, like America or Australia.
1But in an old and fully peopled country, those who begin life
labourers for hire, as a general rule, contiuue such to the end, unless
they _nk into the still lower grade of recipients of public charity.
In the present stage of human progress, when ideas of equality are
daily spreading more widely among the poorer classes, and can no
longer be checked by anything short of the entire suppression of
printed discussion and even of freedom of speech, it is not to be
expected that the division of the human race into two hereditary
classes, employers and employed, can be permanently maintained.
The relation is nearly as unsatisfactory to the payer of wages as to
the receiver. If the rich regard the poor, as by a kind of natural
law, their servants and dependents, the rich in their turn are regarded
as a mere prey and posture for the poor ; the subject of demands
and expectations wholly indefinite, increasing in extent with every
concession made to them. gThe total absence of regard for justice
or fairness in the relations between the two, is as marked on the

side of the employed as on that of the employerL We look in vain
among the working classes in general for the just pride which will
choose to give good work for good wages ; for the most part, their
sole endeavour is to receive as much, and return as little in the
shape of service, as possible. It will sooner or later become insup-
portable to the employing classes, to live in close and hourly eoutaet
with persona whose interests and feelings axe in hostility to
them. Capitalists are almost as much interested as labourers in

another, without any interest in the work_the price of their labour being
adjusted by hostile competition, one side demanding as much and the other
paying as little as possible--is not, even when wages are high, a satisfactory
state to human beings of educated intelligence, who lmve ceased to think
them_lves naturally inferior to those whom they aerve."]

! [Therest of the paragraph,with the exception of the two lentenoe8 indicated
in the next note, re_,_ in the 3rd ed. (18,52)the following single sentence
of the original text : ' But something else k required when wealth increases
slowly, or has reazhed the _onary state, when positious, instead of being
more mobile, would tend to be much more permanent than at present, and the
condition of say portion of mankind could only be desirable, ff made desirable
h'om the first."]

s [Thk and the following mentemeeare an expansion in the 4th ed. (1857)
of the e_use in the 3zd : " while the retrain given in the _po of m_rvioeim
taught to be Maced to the lowest minimnnk" l
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placing the operation, of indum7 on .uch a footing, that tho.e who
labour for them may feel the same interest in the work, which is
felt by those who labour on their own account.

The opinion expressed in a former part of this treatise respeoting
tonsil landed properties and peasant proprietom, may have made
the reader anticipate that a wide diffusion of property in land is the
resource on which I rely for exempting at least tha agricultural
labourers from exclusive dependence on labour for hire. Such,
however, is not my opinion. I indeed deem that form of agricultural
economy to be most groundlemly cried down, and to be greatly
preferable, in its aggregate et_ect8 on human happiness, to hired
labour in any form in which it exists at present; because the
prudential check to population acts more directly, and is shown by
experience to be more efficacious ; and because, in point of security,
of independence, of exercise of any other than the gnirngl facultie_

the state of a peasant proprietor is far superior to that of an agrioul-
rural labourer in this or in any other old country. Where the
former system already exists, and works on the whole satisfactorily,
I should regret, in the present state of human intelligence, to see it
abolished in order to make way for the other, under a pe_lantic notion
of agricultural improvement as a thing necessarily the same in every
diversity of clreumatances. In a backward state of industrial
improvement, as in Ireland, I should urge its introduction, in
preference to an exclusive system of hired labour; as a more
powerful instrument for raising a population from semi-asvage
listlessness and recklessness, to persevering industry and prudent
calculation.

But a people who have once adopted the large system of produe.
tion, either in manufactures or in agriculture, are not likely to recede
from it; and when population is kept in due proportion to tbo
meaus of support, it is not desirable that they should. Labour is
unquestionably more productive on the system of large industrial
enterprises; the produce, if not greater absolutely, is greatez in
proportion to the labour employed : the same number of pomonacan
be supported equally well with le_ toil and greater leisure ; which
will be wholly an advantage, as soon as civilization and improvement
have su fax advaneed, that what is a benefit to the whole shall be a
benefit to each individual composi'ng it. 1 And in the moral aspect of

t [The r_n_h_e_ of this paragraph (subjectedsalmeque_tlyto verbal
altersticm) replacedin the 3rdeel. (1862)the followingoriginal(1848)text :
"The problemis, to obtaintheefficiencyandeoonomyof productionon a 18r_
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the ques/_m, which is _ more important than the economical,
something better should be Aimed at as the goal of industrial im-
provement' than to disperse mankind over the earth in single
_Amilles,each ruled internally, as fsmillm now are, by a patriarchal
despot, and having scarcely any community of interest, or necessary
mental communion, with other hnman beings. The domln_tion of
the head of the family over the other members, in this state of things,
is absoluto ; while the effect on his own mind tends towards con-
cent=ation of all interests in the family, considered as an expansion
of self, and ab_rption of all passions in that of exclusive possession,
of all caree in thoee of preservation and acquisition. As a step out
oi the merely animal state into the human, out of reck]eM abandon-
ment to brute instincts into prudential foresight and self-government,

moral condition may be seen without di_leasur_ But if
public spirit, generous sentiments, or true justice and equality are
desired, association, not isolation, of interests, is the school in which
these exceUeneee are nurtured. The aim of improvement should be
not solely to place human beings in a condition in which they will
be able to do without one another, but to enable them to work
with or for one another in relations not involving dependence.
Hitherto there has been no alternative for those who lived by their
labor, but that of labouring either each for hlm_lf alone, or [or a
master. But the civilizing and improving influences of association,
and the efficiency and economy of production on a large scale, may
be obtained without dividing the producers into two parties with
hostile intereets and feeling, the many who do the work being mere
J_-vants under the command of the one who supplies the tunds, and
having no interest of their own in the enterprise except to earn their
wa_ee with as little labottr as possible. The speculations and
discussions of the last tiff7 years, and the events of the last thirty, 1
are abundantly conclusive on this point. If the improvement
which even triumphant military despotism has only retarded, not
stopped, shall continue its coupe, 2 there can be little doubt that the

d hired labourers will gradually tend to confine itaelf to the

scale, withoutdivjdin_the producersinto two l_rties with hostile intereat_
employerssnd employed,themanywhodo theworkbeingmerelervsmteunder
the eomms_ of the one who suppliee_the hmda,and havingno interestof
theirownintheenterprise,excepttofulfiltheiroontraotandearntheirwages."]

' [3rded. (1852),_' " five"; tth (1867)," ten" ; 6th (1865),"twenty "; 7th
OsTz_ "_ar_y."]

s[Soidnoo5th eel (1862). In the3rda_ad44_ " Unlemthemilitarydeepot_mz
nowtriumphantmathe Continentshouldneeeed in its netszioussttemptato
throwbackthehuuma_a_t,,]
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description of wor]rpeople whose low moral qualities render them
unfit for anything more independent: and that the relation of
masters and workpeople will be gradually superseded by partnership,
in one of two forms: in some cases, association of the labourers

with the capitalist ; in others, and perhaps finally in all, t association
of labourers among themselves.

s § 5. The first of these forms of association has long been
practised, not indeed as a rule, but as an exception. In several
departments of industry there are already cases in which every one
who contributes to the work, either by labour or by pecuniary
resources, has a partner's interest in it, proportional to the value of
his contribution. It is already a common practice to remunerate
those in whom peculiar trust is reposed, by means of a percentage
on the profits: and cases exist in which the principle is, with ex-
cellent success, carried down to the class of mere manual labourers.

In the American ships trading to China, it has long been the

l [In 3rd ed. : "temporarily and in some casee .... in other o_m sad
finally in alL" In 5th ed. (1862) : "perhaps finally in all." In 6th ed. (1885),
"temporarily" omitted.]

[The following psa_ge, inserted _t this point in the 2nd ed. (1849) dis-
a_ from the Srd (1852).

"§ & It is this feeling, of the n_tore of the problem" (see supra, p. 761,
m 1), " _most u much as d_l_r of the improvement of the oondition of the
18bouringm_es by other means, which has caused so gre_t a multiplication of
projects for the ' orgaa_ation of industry ' by the extension sad development
of the co-operative or joint stock principle : some of the more oom_icuous of
which hsve been described snd c_ in sn early chapter of this work.
It is most deairable that all these schemes should have opportunity Jmd en.
couragement to test their c_t_bilitiee by actual experiment. There are, in
_Imost _ of them, m&nyfestures, in themselves we]] worth submitt_ to that
test ; while, on the other hand, the exaggerated expseta_/ons entertained by
large and growing multitudes in all the princil_l nst/ona of the world, o_n-
oeamingwhat it is possible, in the present state of hunumimprovement, to effect
by suoh means, have no chance of being oorreoted except by a fair trial in
practice. The French Revolution of February 1848, st first seemed to have
opened ,_fair field for the trial of suoh _pe_im_ta, on ,, perfectly safe ecste,
and with every _dvantage that sould he derived from the oountenanoe of &
government which "si_ndy desired their sv_0ceea It is much to he regretted
that these prospsomnsve been frustrsted, and that the re_tion of the middle
class against snti-property doetrinee has e_gendered for the present an un.
ree_¢_ _nd undiscriminating antil_thy to all ideu, howevor harmless or
however iust, _h ha_ the mm_est _voe_ o! Soeislism. This is adlsposltlo_
o! mind, of which the influential clssses, bothin France and elsewhere, wnl findit
m_eesm'y to divest themselves. So_i_m has now become irrevocably one of
the issding elements in Emops_n politics. The questions rsised by it wm not
beset st rest by merelyre_in_ to liste_ toit; but enly by a moresnd more
complete _tlon of the e_dswhich Soai_Jiamaims at, not neglectingit_ mesns
so far -- they o_ he _ployed _th adwn_"}
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custom for every sailor to have an interest in the profits of the voyage;
and to this has been ascribed the general good conduct of those
seamen, and the extreme rarity of any collision between them and
the government or people of the country. An inst_mce in England,
not so we]] known as it deserves to be, is that of the Cornish miners.

"In Cornwall the mines are worked strictly on the system of joint
adventure; gangs of miners contracting with the agent, who
represents the owner of the mine, to execute a certain portion of a
vein and fit the ore for market, at the price of so much in the pound
of the sum for which the ore is sold. These contracts are put up at
certain regular periods, generally every two months, and taken by a

voluntary partnership of men accustomed to the mine. This system
has its disadvantages, in consequence of the uncertainty and
irregularity of the earnings, and consequent necessity of living for
long periods on c_edit ; but it has advantages which more th_n
counterbalance these drawbacks. It produces a degree of intelligence,
independence, and moral elevation, which raise the condition and
character of the Cornish miner far above that of the generality of the
labouring class. We are told by Dr. Barbara, that 'they are not
only, as a class, intelligent for labourers, but men of considerable
knowledge.' Also, that ' they have a character of independence,
something American, the system by which the contracts are let
giving the takers entire freedom to make arrangements among
themselves ; so that each man feels, as a partner in his little firm,
that he meets his employers on nearly equal terms.' . . . With this
basis of intelligence and independence in their character, we are not
surprised when we hear that ' a very great number of miners are now
located on possessions of their own, leased for three lives or ninety-
nine years, on which they have built houses ;' or that ' 281,541/.
are deposited in savings banks in Cornwall, of which two_thirds

estimated to belong to miners.'" *
Mr. Babbage, who also gives an account of this system, obaerves

that the payment to the crews of wh_ling ships is governed by a
similar principle ; and that "the profits arising from frfning with
nets on the south coasts of England are thus divided : one-half the
produce belongs to the owner of the boat and net ; the other half
is divided in equal portions between the persons using it, who are
alao bound to assist in repaying the net when requ_ed." Mr.

• Thk pammgek fzom the Prize Emsy on the Oae_eeaad Re,;_/e* of Na_mud
D/dtre_ by Mr.Samuel Laing. The extracts which it ineludm'sre h_m the
A_adiLx to the _rt of t_ C,Itildr_'s _,_¢loymtt_t OommiuioL
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Babbsge has the great merit of having pointed out the practicability,
and the advantage, of extend_-g the principle to manufacturing
industry generally.* 1

* £ec,iom_ of M_t_ and Ma,_ufae_e,. _l edition, oh. 26.
I [The long quotation from Bsbbsge, which &ppeared in the lat _d 2nd ed_

(1848, 1849), di_ppesred from the 3rd (1852', " I venture to quote the principal
pm't of hk observations on the subject

' The general priuciple_ on which the proposed system is founded, ere--let.
That s ecusider_ble part of the wages reecived by each person employed, should
depend on the profits made by the mt_b}ishment ; and 2nd. That every person
connected with it ahould derive more advantage from applying any improve.
ment he might diecover, to the hmtory in which he k employed, than he could
by shy otheroonme.

'It would he difficultto _ on the ledgeealflt_stto enterupon &ny
system,whloh would ohangethe_n oftheprofits_ from the employ
ment of hisospitalm settingskilland Isbourinaction; _ny &Iteration.them.
fore.must he expectedrath.ezfrom the smsllvapit_rmt,or from the higher
elmm ofworkmen, who oombiuc thetwo ehersotom; amd tothese18tt_ clemms.
whose welfare will be first affected, the change is most important. I eheJ]
therefore first point out the vouras to he lmmued in making the experiment ;
and then, taidng a psrtleular branch c4 trade as an illustration, l slmll
examine the merits and defects of the proposed system m applied to it.

' Let us suppose, in some large manufacturing town, ten or twelve of the
most intelligent and 8kflfu] workmen to unite, whose oharaotem for_obriety end
steadiness are good, and _-_ well known among their chum. Such persons will
each pomeee some small portion of'c_pitsl ; Jmd let them Join with one or two
others who have raised themselvm into the class of emall master.manufaoture_
and theref?_.possess rather s larger portion of capitol Let these persons, atter
well ucusidenng the subject, agree to est&bfish a msnu/uctory of flre_irous stud
fenders ; and let us suppose that .e_h of the ten workmen van command forty
pounds, and e_e.h of the smsl] _plt.&.lists possemme two hundred pouudl : thus
they have s capital of 800/. with which to commerce business, and for the sake
of simplifying, let us further suppose the l_bour of each of those twelve persons
to he worth two pounds a week. One portion of their capital will be expended
in proc.uring the tools necessary for their trade, which we sha_l take st 400_,
and this must be .ucnside.red us ..their fixed ¢_pital. The remaining 400/. must
be .employed as en._.ulating, capital, in purcha_dng the iron with which their
articles are made, m l_Ymg the rent of their workshol_, _nd ia eupportin 8
themselves _md their _mi]im until _ome portion of it is rephtusd by the sale
of good.

Now the first question to be utt_ed is, wh_t proportion of the profit nhOu_
be allowed for the use of eapit_l, end wh_t for akill m_d lebom" _ It dora not
seem possible to decide this question by _ny &lmtract reasoning : if the capital
eupplled by euch partner is equal, all di_ulty will be removed ; ff otherwi_
the proporti?n must be left _ find its level, and will he discovered by experience ;
mad it is probable that it will not fluctuate much. Suppose it to he agreed tha_
the capita] of 800/. shall receive the wagee of one workman. At the end of

weck.: evory work n_n is to re_'ve one..Ixmnd as wages, e_l one pound k
mvmea amongst the ownem o_the e_ta& Alter &few weeka the returns

will begin to come in ; and they will soon become nearly uniform. Ausumte
aooountsshould be kept of every.ex.]_mme _nd of all the sslm ; and ,t theend of

w_k,_m_,_o_ be_._... _ .e_._. _Uon,_o_be_id _d.
as., _ ___d,_._ _ _o_re_w of_ took_d the_ffi_n_
being divided into th/_ean imP, one of rheas parts would be divided smearer
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1 Some attention haa been excited by an experiment of this

assure, commenced above thirty years ago by a Paris tradmman,

the capitalists and one belong to each workms_ Thus each man would, in
ordiuary circumstances, make up his ususJ wages of two pounds weekly. It
the tsetory went on prosperously, the wages of the men would increase ; ff the
sales inil off, they would be diminished. It is important that every person
employed in the establishment, whatever might be the amount paid for his
services, whether he set as labourer or porter, or as the clerk who keeps the
accounts, or as book-keeper employed for a few hours once a week to superintend
them, should receive one-half of what his service is worth in fixed i_IAry, the other
part varying with the sucoem of the undertaking.

• The rer_lt of such arrangements in a factory would be,
' 1. That every person engaged in it would have a direct interest in its

_rl_rity ; since the effect of any success, or failing off, would almost
immediately produce a corresponding change in his own weekly receipt&

' 2. Every person concerned in the faotory would have an immediate interest
in preventing any waste or mismanagement in all the departments.

• & The talents of all connected with it would be strongly directed to
improvement in every delmrtment.

• 4. None but workmen of high charseter and qualifications could obtain
admission into such establishments, because when any additional hands were
required, it would be the common interest of all to admit only the most respect-
able and sklHul, and it would be far less easy to impose upon a dozen workmen
than upon the single proprietor of s inctory.

' ft. When any etroumstance produced a glut in the market, more skill
wonld be directed to dlmlni_hing the cost of production ; and a portion of the
time ¢d the men might then be coeupisd in repairing and improving their tools,
for whleh a reserved fund would I_y, thus ohsoking preeent, and at the s_me

facilitating future, production,
6. Another advantage, of no small imlmrtauce, would be the total removal

of all real or imaginary osuses for oombinatiomk The workmen and the capitalist
would so shade into each other--would so evidently have & oommon interest,
and their di_eultias and distresses would be mutually so well understood, that
instead of combining to oppress one another, the only combination which could
exist would be a most power_ union between both paxties to ovemome their
common difl_eultie_

' One of the difficulties attending such a system is, that capitalists would at
first fear to embark in it, ima_nlng that the workmen would receive too large
a share of the profits : and it is quite true that the workmen would have a
isager share than at present : but at the same time, it is presumed the effect ot
the whole system would be, that the total profits of the establishment being
much increased, the smaller proportion allowed to capital under this system
would yet be greater in actual amount, than that which results to it from the
larger share in the system now existing.

' A difficulty would occur also iu diselmrging workmen who behaved ill, cf
who were not competent to their work ; this would arise from their having s
certain intermt in the reserved fund, and perhaps from their pose .e_g.. a certain
port/on of the capital employed ; but without entering into detail, it may be
observed, that such mines might be determined on by meetings of the whole
satablishnumt ; and that ff the policy of the laws favoured such ostablishme_'4
it wo_d searoely be more difficult to entoroe |ust regulations than it now is to
eafome some which are unjust, by means d oombinstioms either amongst the
masters or the men.' "]

I [In the original ed. (1849) this par_ph bebnm thus t " In this imagiuary
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a house-painter, M_ Leclai_,* and described by him in a pamphlet
published in the year 1842. M. Leclai_, accordin_ to his statement,
employs on an average two hundred workmen, whom he pays in the
usual manner, by fixed wages or salaries. He assigns to himself,
besides interest for his capital, a fixed allowance for his labour and

responeibiUty as manager. At the end of the year, the surplus
profits are divided among the body, hlm_e]f included, in the proportion
of their salaries, t The reasons by which M. Leclaire was led to
adopt this system are highly instructive. Finding the conduct of
his workmen unsatisfactory, he first tried the effect of giv_g higher
wages, and by this he managed to obtain a body of excellent
workmen, who would not quit his service for any other. "Having
thus succeeded" (I quote from an abstract of the pamphlet in
C/_mbers' Jou_,_) "in producing some sort of stability in the
arrangement of his establishment, M. Leclaire expected, he says, to
enjoy greater peace of mind. In this, however, he was disappointe&
So long as he was able to superintend everything hlm_el_, from the
general concerns of his business down to its minutest details, he did
enjoy a certain satisfaction ; but from the moment that, owing to
the increase of his business, he foufid that he could be nothing more
than the centre from which orders were issued, and to which reporta
were brought in, his former anxiety and discomfort returned upon
hlm." He speaks lightly of the other sources of anxiety to which
a tradesman is subject, but describes as an incessant cause of
vexation the losses arising from the misconduct of workmen. An
employer "will find workmen whose indifference to his interest is
such that they do not perform two-thirds of the amount of work
which they are capable of ; hence the continual fretting of nmst_r_

ease" de_ibed by Babbage, see supra, p. 766, n. 1, "it is supposed that eaeh
labourer brings some small portion of capital into the oonoern: but the principle
is equally applicable to the ordinary ease in which the whole capital belongs to
an individual capitalist. An application of it to w_oh a ease is aotually in
gre_ by a Paris tradesman," &o. The present text, but with "about ten yea_
ago,' date6from the 3rded. (1852). The 4th, 5th, and 6th eda (1857, 1862, 1866)
have "about sixt_n years ago" ; the 7th (1871) "above thirty."]

* His establishment is 11, Rue Saint Georges.
t [1849] It appears, however, that the workmen whom M. Lsohd_ had

admitted to this psrtioip_tion of profits, were only _ portion (rather less than
half) of the whole number whom he employed. This is explained by another
part of !_ system- M. Leclaire l_ys the full market rote of wages to all hi_
workmen. The share of profit assigned to them is, therefore, a ole&raddltio_
to the ordln_ry ga_s of their class, which he very ]a:n___blyuses as an instru-
ment of improvement, by making it the _mu_l of de_a-%or tim meom_,
for peeu_r tru_

For Septemher 27, 184_
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who, seeing their interests neglected, believe themselvcs entitled to

suppose that workmen are constantly conspiring to ruin those from
whom _hey derive their livelihood. If the journeyman were sure
of constant employment, his position would in some respects be more
enviable than that of the master, because he is assured of a certain

amount of day's wages, which he will get whether he works much or
little. He runs no risk, and has no other motive to stimulate him

to do his best than his own sense of duty. The master, on the other
hand, depends greatly on chance for his returns : his position is one
of continual irritation and anxiety. This would no longer be the
case to the same extent, if the interests of the master and those of the

workmen were bound up with each other, connected by some bond

of mutual security, such as that which would be obtained by the
plan of a yearly division of profits."

Even in the first year during which M. Leclaire's experiment was
in complete operation, the success was remarkable. Not one of his
journeymen who worked as many as three hundred'days, earned in
that year less than 1500 francs, and some considerably more. His
highest rate of daily wages being four francs, or 1200 francs for 300
days, the remaining 300 francs, or 12l, must have been the smallest
amount which any iourneyman, who worked that number of days,
obtained as his proportion of the surplus profit. M. Leclaire
describes in strong terms the improvement which was already
manifest in the habits and demeanour of his workmen, not merely
when at work, and in their relations with their employer, but at
other times and in other relations, showing increased respect both for
others and for themselves. 1M. Chevalier, in a work published in
1848,* stated on M. Leclaire's authority, that the increased zeal
of the workpeople continued to be a full compensation to him, even
in a pecuniary sense, for the share of profit which he renounced in
their favour, s And M. Vitliaum_, in 1857,t observes :--" Though
he has always kept himself free from the frauds which are but too

frequent in his profession, he has always been able to hold his ground
against competition, and has acquired a handsome competency in
spite of the relinquishment of mo great a portion of his profits.
Assuredly he has been only thus successful because the unusual
_tivity of tfiJ workpeople, and the watch which they kept over one

['Addedin 2nd ed. (1849).]
$ Lettree mr l'Or_a.isa_io_ du Tra_a_by Michel C_rnevalier,lettre xiv.
s [The concluding aentenco of this paragraph, together with the next pars,

graph and the exmmpleequoted in the note, were added in the 5th _L (1862).]
J"_Vo_veauTra_ d'E_.om_ Pd/t/_t_

2c
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another, have compensated him for the sacrifice made in contenting
hlmRelf with only a share of the gain." *

The beneficent example set by M. Leclaire has been followed,

with brilliant success, by other employers of labour on a large scale
at Paris; and I annex, from the work last referred to (one of the

ablest of the many able treatises on political economy produced by

the present generation of the political economists of France), some

signal examples of the economical and moral benefit arising from
this admirable arrangement, t

* [1865] At the present time M. Lecla'we'a establishment k conducted on a
somewhat altered system, though the principle of dividing the profits is main-
rained. There are now three l_rtners in the concern : M. Leclaire himself,
one other person (M. Defournaux), and s Provident Society (Soci_t6 de Secours
Mutuels), of which all persons in his employment are the members. (This
Society owns an excellent library, and has scientific, technical, and other lectures
regularly delivered to it.) Each of the three partners has 100,000 france in-
vested in the concern ; M. Leclalre having advanced to the Provident Society
as much as was nce_seary to supply the original insufficiency of their own funds.
The l_rtnership, on the part of the Society, is limited ; on that of M. Lcelaire
and M. Defournaux, unlimited. These two receive 6000 francs (240/.) per annum
each as wages ot superintendence. Of the annual profits they receive hall,
though owning two-thirds of the capital The remaining half belongs to the
employ_k and workpeople ; two-fifths of it being paid to the Provident Society,
and the other three-fifths divided among the body. M_ Leclaire, however, now
resorvce to himself the right of deciding who shall share in the distribution, and
to what amount ; only binding himself never to retain any part, but to bestow
whatever has not been awarded to individuals, on the Provident Society. It is
further provided that in case of the retirement of both the private partners, the
goodwill and plant shall become, without payment, the property of the Society.

t "In March 1847, M. Paul Dupont, the head of a Paris printing-ofliae, had
the idea of taking his workmen into partnership by assigning to them a tenth
of the profits. He habitually employs three hundred ; two hundred of them
on piece work, and a hundred by the day. He also employs a hundred extra
hands, who are not included in the association. The portion of profit which
|alia to the workmen does not bring them in, on the average, more than the
amount of a fortnight's wages ; but they receive their ordinary pay according
to the rates established in all the great Paris printing offices ; and have, besides,
the advantage of medical attendance in illness at the expense of the association,
and a franc and a half per d_y while incapacitated for work. The workmen
eaunot draw out their share of profit except on quitting the association. It is
left at interest (sometimes invested in the public funds), and forms an acoumuo
iating reserve of savings for its owners.

" M. Dupont and his partners find this assoc_tion a sourceof greatadditional
profit to them : the workmen, on their side, congratulate themselves daily on
the happy lde_ of their employer. Several of them have by their exertions
¢_nsed the cetablishment to gain a gold medal in 1849, and an honorary medal
at the Universal Exhibition of 1855 : some even have personally received the
recompense of their inventions and of their labours. Under an ordinary era.
ployer, these excellent people would not have had leisure to prosecute their
inventions, unlcea by leaving the whole honour to one who wunot the author
of them : but, assooiated as they were, if the employer hwi been unjust, two
hmndred men would have obliged him to repair the wrong.
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t Until the passing of the Limited Liability Act, it was held that

an arrangement slmil_r to M. Leclaire's would have been impossible
in England, as the workmen could not, in the previous state of the

taw, have been associated in the profits, without being liable for

losses. One of the many benefits of that great legislative improve-

ment has been to render partnerships of this description possible,

and we may now expect to see them carried into practice. Messrs.

Briggs, of the Whitwood and Methley collieries, near Normanton in
Yorkshire, have taken the first step. They now work these mines by

a company, two-thirds of the capital of which they themselvea

continue to hold, but tmdertake, in the allotment of the remainin£

third, to give the preference to the" officials and operatives employed

"I have visited this mtablishmont, and have been able to see for myself the

im ,pro,vement which the partnership produces in the habits of the workpeople.
M. Gisquet, formerly Prefect of Poliee, has long been the proprietor of sn

oil manufactory at St. Denis, the moat importamt one in France next to that
of M_ Daxblay, of Corbeil. When in 1848 he took the personal management of
it, he found workmen who got drunk several daysin the week, and during their
work sung, smoked, trod sometimes quarrelled with one tmother. Many
unsuvoeesful attempts had been made to alter this state of things : he accom-
plished it by forbidding his workmen to get drunk on working days, on _ of
d_mis_l, and at the s_me time promising to share with them, by way of annual
gratuity, five per cent of his net profits, in shares proportioned to wages, which
are fixed at the current ratea From that time the reformation has been vom-

ts, and he is surrounded by a hundred workmen full of zeal and devotion.
ear comforts have been increased by what they have eeeaed to spend in drink,

end what they gain by their punctuality at work. The annual gratuity haa
amounted, on the average, to the equivalent of six weeks' wages.

"M. Boalay, a member of the Chamber of Deputies from 1830 to 1839, sad
_airwaxcls of the Oonatituont Assembly, hag founded an important manufactory
of steam engines at Paris, in the Faubourg of the Temple. He has taken his
workpeople into partnership ever sines the beginning of 1847, and the contract
of aaaooi_tion is one of the mint complete which have been made between
employers and workpeople."

The practi_l sagacity of Chinese emigraats long ago suggested to them,
amording to the report of a recent visitor to Manilla, a similar oonstitution of
the relation between an employer and labourer& " In these Chinese shops"
(at Mauilla) " the owner usually engages all the activity of hie countrymen
employed by him in them, by giving each of them a share in the profits of the
concern, or in fact by making them all small partners in the business, of which
he of course takes ears to retain the lion's share, so that while doing good for
him by managing it well, they are also benefiting themselves. To such an
extent is this principle carried that it is usual to give even their coolies a share
in the profits c_ the business in lieu of fixed wages, and theplan appea_ to suit
their temper _ell ; for although they axe in general most complete eye-servants
when working for a fixed wage, they are found to be most industrious and
aseful ones when interested even for the smallest slmre."_MoMioking's
BetoUections of Manilla and the Pltilippine.s during 1848, 1849, and 1850, i_ 24.

t [This _ph was added in the 6th ed. (1,,865) ; and it was add that
Meesr& Briggs " have issued a propmal to work ' ; changed to " They now
work _ &e., in the 7th ed. (1871).]
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in the concern ;" and, what is of still greater importance, wheneve_

the annual profit exceeds 10 per cent, one-half the excess is divided

among the workpeople and employ_s, whether shareholders or not,

in proportion to their earnings during the year. It is highly honour.
able to these important employers oflabour to have initiated a system

so full of benefit both to the operatives employed and to the genera]

interest of social improvement : and they express no more than a

just confidence in the principle when they say, that "the adoption

of the mode of appropriation thus recommended would, it is believed,

add so great an element of success to the undertaking as to increase
rather than dimiuish the dividend to the shareholders." 1

s§ 6. The form of association, however, which if manlrlnd

continue to improve, must be expected in the end to predominate,

I [For the abandonment of tha Briggs experiment in 1875 see SchloD,
Methods of lndustrlal Rem_tneration (2nd ed.), p. 282.]

t [The opening paragraphs of this section and the account of French co-
operative societies which follows w_ added in the 3rd ed. (1852). At the
asme time the following paragraph and section of the original (1848) text were
removed :

"Under this system," of M. Lochfire, "as well as under that recommended
by Mr. Babbage, the labourers are, in reality, taken into partnership with their
employer. Bringing nothing into the common concern but their labour, while
he brings not only his labour of direction and superintendence but his capital
also, they have justly a smaller share of the profits; this, however, is a matter
of private arrangement in all partnerships ; one partner has a large, another a
small share, according to their agreement, grounded on the equivalent which is
given by each. The essence, however, of a partnership is obtained, since each
benefits by all things that are beneficial to the concern, and loses by all which
are injurious. It is, in the fullest sense, the common concern of all

"§ 6. To this principle, in whatever form embodied, it _ems to me that
futurity has to look for obtaining the benefits of co-operation, without con-
stituting the numerical majority of the co-operators an inferior caste. The
objections that apply to a ' co-operative society,' in the Communist or Owcnite
sense, in which, by force of giving to every member of the body a share in the
common interest, no one has a greatershare in it than another, arenotapplicable
to what is now suggested. It is expedient that those, whose performance'of the
part assigned to them is the most essential to the common end, should have a
greater amount of personal interest in the issue of the enterprise. H those who
supply the funds, and incur the whole risk of the undertaking, obtained no
greater reward or more influential voice than the rest, few would practise the
abstinence through which those funds are acquired and kept in existence. Up
to a certain point, however, the principle of giving to every person concerned
an interest in the profits is an actual benefit to the capitalist, not only (as M.
Leciaire has testified) in poin.t of ease and comfort, but even in pecuniary
advantag_ And after the pmnt of greatest benefit to the employers has been
attained, the participation of the labourer8 may be carried somewhat further
without _ny material abatement from that maximum of benefit. At what
point, in each employment of capital, this ultimatum is to be found, will one
day be known and understood from experience : and up to that point it is not
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not that which can exist between a capitalist as chief, and work-
people without a voice in the management, but the association of the
labourers themselves on terms of equality, collectively owning the
capital with which they carry on their operations, and working under
managers elected and removable by themselves. So long as this
idea remained in a state of theory, in the writings of Owen or of
Louis Blanc, it may have appeared, to the common modes of iudg-
ment, incapable of being realized, and not likely to be tried unless
by seizing on the existing capital, and confiscating it for the benefit
of the labourers; which is even now imagined by many persons,
and pretended by more, both in England and on the Continent, to
be the meaning and purpose of Socialism. But there is a capacity
of exertion and self-denial in the masses of mankind, which is never

known but on the rare occasions on which it is appealed to in the
name of some great idea or elevated sentiment. Such an appeal was
made by the French Revolution of 1848. For the first time it then
seemed to the intelligent and generous of the working classes of a
great nation that they had obtained a government who sincerely
desired the _recdom and dignity of the many, and who did not look
upon it as their natural and legitimate state to be instruments of
production, worked for the benefit of the possessors of capital.
Under this encouragement, the ideas sown by Socialist writers, of
an emancipation of labour to be effected by means of association,
throve and fructified; and many working people came to the
resolution, not only that they would work for one another, instead
of working for a master tradesman or manufacturer, but that they
would also free themselves, at whatever cost of labour or privation,
from the necessity of paying, out of the produce of their industry,

unreasonable to expect that the partnership principle will be, atria very distant
time_extended.

"The value of this 'organization of industry,' for healing the widening and
embittering feud between the class of labourers and the class of capitalists,
must, I think, impress itself by degrees on all whohabitually reflect on the cen-
tUrion and tendencies of modern society. I cannot conceive how any such
person can persuade himself that the majority of the community will for ever,
or even for much longer, consent to hew wood and draw water all their lives in
the service and for the benefit of others; or can doubt, that they will be less and
le_ willing tO co-operate sa subordinate agents in any work, when they have
no,interest in the result, and that it will be more and moredifficult to obtain the
best work-people, or the best services of any work-people, except on con-
ditions similar in principle to those of M.Lcelaire. Although, therefore,arrange-
merits of this sort are now in their infancy, their multiplication and growth,
when once they enter into the generaldomain of populardiscumdon,are among
the things which may meet confidently be expected."]
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a heavy tribute for the use of capital ; that they would extinguish
this tax, not by robbing the capitalists of what they or their prede-
ccesors had acquired by labour and preserved by economy, but by
honestly acquix_g capital for themselve& If only a few operatives
had attempted this arduous task, or if, while many attempted it,
a few only had succeeded, their success might have been deemed
to furnish no argument for their system as a permanent mode of
industrial organization. But, excluding all the instances of failure,
there exist, or existed a short time ago, 1 upwards of a hundred
successful, and many eminently prosperous, associations of operatives
in Paris alone, besides a considerable number in the department&
An instructive sketch of their history and principles has been

published, under the title of L'Asscciation Ouvri_e Industrielle
et Aft/co/e, by H. Feugueray: and as it is frequently stormed in
English newspapers that the associations at Paris have failed, by
writers who appear to mistake the predictions of their enemies at their
first formation for the testimonies of subsequent experience, I think

it important to show by quotations from M. Feugueray's volume=
strengthened by still later testimonies,g that these representations
are not only wide of the truth, but the extreme contrary of it.

The capital of most of the a_ociations was originally confined
to the few tools belonging to the founders, and the small sumA which
could be collected from their savings, or which were lent to them

by other workpeople as poor as themselves. In some cases, how-
ever, loans of capital were made to them by the republican govern-
merit : but the associations which obtained these advances, or at

least which obtained them before they had already achieved success,
are, it appears, in general by no means the most prosperous. The
most striking instances of prosperity are in the case of those who
have had nothing to rely on but their own slender means and the
small loans of fellow-workmen, and who lived on bread and water

while they devoted the whole surplus of their gains to the formation
of a capital.

"Often," says M. Feugueray,* "there was no money at all in
hand, and no wages could be paid. The goods did not go off, the
payments did not come in_ bills could not get discounted, the
warehouas of materiais was empty ; they had to submit to priva-

I [So simm 4th ed. (1_7). Originally, in 3rd ed. (1852), "• few months
_go."]

s [,, Strengthened" &o., added in 5th _1. (1862).]
* P. 112.
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fion, to reduce all expenses to the mlnlmum, to live sometimes on
bread _.d water .... It is at the price of these hardships and
anxieties that men who began with hardly any resource but their
good will and their hands, succeeded in creating customers, in
acquiring credit, forming at last a joint capital, and thus found-
ing associations whose futurity now seems to be assured."

I will quote at length the remarkable history of one of these
associations .*

" The necessity of a large capital for the establishment of a
pianoforte manufactory was so fully recognised in the trade, that
in 1848 the delegates of several hundred workmen who had combined

to form a great association, solicited from the government a subven-
tion of 300,000 francs [12,000/.], being a tenth part of the whole
sum voted by the National Assembly. I remember that, as one of
the Comm_ion charged with the distribution of the fund, I tried
in vain for two hours to convince the two delegates with whom the
Commission conferred, that their request was exorbitant. They
auswe_ed imperturbably, that their trade was a peculiar one ; that
the association could only have a chance of success on a very large
sea]e and with a considerable capital; that 300,000 francs were
the smallest sum which could sufllce them, and that they could
not reduce the demand by a single sou. The Commi_ion refused.

"Now, after this refusal, the project of a great association being
jbandoned, what happened was this. Fourteen workmen, and it is
singn]ar that among them was one of the two delegates, resolved
to set up by themselves a pianoforte-making association. The
project was hazardous on the part of men who had neither money nor
credit : but faith does not reason--it acts.

" Oar fourteen men therefore went to work, and I borrow from
an excellent article by M. Cochut in the National, the accuracy of
which I can attest, the following account of their first proceedings.

"Some of them, who had worked on their own account, brought
with them in tools and materials the value of about 2000 francs

[80/.]. There was needed besides a circulating capital. Each
member, not without dlt_culty, managed to subscribe 10 francs
[Ss.]. A certain number of workmen not interested in the society
gave their adhesion by bringing small contributions. On March 10,
1849, a sum of 229_ francs [gL 3s. 7_d.] having been realized, the
association was declared constituted.

" This sum was not even sufllcient for setting up, and for the

* Pp. 113-6.
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small expenses required from day to day for the service of a workshop.
There being nothing left for wages, nearly two months elapsed
without their touching a farthing. How did they subsist during
this interval ? Asworkmen live when out of employment, by sharing
the portion of a comrade who is in work ; by selling or pawning bit
by bit the few articles they possess.

" They had executed some orders. They received the payment
on the 4th of May. That day was for them like a victory at the
opening of a campaign, and they determined to celebrate it. After
paying all debts that had fallen due, the dividend of each member
amounted to 6 francs 61 centimes. They agreed to allow to each
5 francs [4s.] on account of his wages, and to devote the surplus to a
fraternal repast. The fourteen shareholders, most of wtnomhad not
tasted wine for a year past, met, along with their wives and children.
They expended 32 sous [ls. 4d.] per family. This day is still spoken
of in their workshops with an emotion which it is difficult not to
share.

" For a month longer it was necessary to content themselves
with the receipt of five francs per week. In the course of June a
baker, either from love of music or on speculation, o_ered to buy a
piano, paying for it in bread. The bargain was made at the price
of 480 francs. It was a piece of good luck to the association. They
had now at least what was indispensable. They determined not to
reckon the bread in the account of wages. Each ate according to his
appetite, or rather to that of his family ; for the married shareholders
were allowed to take away bread freely for their wives and children.

"Meanwhile the association, being composed of excellent
workmen, gradually surmounted the obstacles and privations which
had embarrassed its starting. Its account-books o_er the best
proof of the progress which its pianos had made in the estimation
of buyers. From August 1849 the weekly contingent rises to 10,
15, and 20 francs per week ; and this last sum does not represent
all their profits, each partner having left in the common stock much
more than he received from it. Indeed it is not by the sum which
the member receives weekly that his situation can be judged, but
by the share acquired in the ownership of a property already con-
siderable. The following was the position of the association when
it took stock on the 30th December 1850.

" At this period the number of shareholders was thirty-two.
Large workshops and warehouses, rented for 2000 francs, were no
longer sufficient for the busineL
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Frs. Centa.
Independent of tools, valued at ..... 5,922 60

They possessed in goods and especially in
materials, the value of ....... 22,972 28

They had in cash ...... 1,021 10
,, in bills ......... 3,540

There was due to them * ....... 5,861 90

They had thus to their credit ...... 39,317 88
Against this are only to be debited 4737 francs

86 centimes due to creditors, and 1650 francs

to eighty adherents ; _ in all ..... 6,387 86

Remaining ....... 32,930 02
[£1319 4s.]

which formed their indivisible capital and the reserve of the in-
dividual members. At this period the association had 76 pianos
under construction, and received more orders than they could
execute."

From a later report we learn that this society subsequently
divided itself into two separate associations, one of which, in 1854,
already possessed a circulating capital of 56,000 francs :_[2240/.]. In
1863 its total capital was 6520/.

• "The last two item_ consisted of safe securities, nearly all of which have
since been realised."

t "These sAherents are workmen of the trade, who subscribed small sums
to the s_ocistion at its commencement : a portion of them were reimbursed
in the beginning of 1851. The sum duo to creditors has also been much re-
duced : on the 23rdof April it only amounted to 113 francs 59 centimes."

Article by M_ Cherbuliez on "Operative Associations," in the Journa/
d_ Bconom/_ea for November 1860.

I _abjoiu, from M. Villiaum4 and M. CherbuUez,detailed particulars of other
eminently successful experiments by associated workpeople.

"We will first cite," says M. Cherbuliez, "as having attained its object
and arrived at a definite remllt,the Association Rcmquot, of the Rue Garanci_ro,
at Paris, whose founder, in 1848, was a foreman in M. Renouard's printing
establishment. That firmbeing underthe necessity of winding up, he proposed
to his fellow-workmen to join with him in continuing the enterprise on their
ownaccount, asking a subvention from the government to cover the purchase-
money of the business and the first expenses. Fifteen of them accepted the
proposal, and formed an association, whose statutes fixed the wages for every
kind of work, and provided for the gradual formation of a working capital by
a deduction of 25 per cent. from all wages and salaries, on which deduction
no dividend or interest was to be allowed during the ten years that the asso.
clarion was intended to last. Remquet asked and obtained for himself the
entire direction of the enterprise, at a very moderate fixed salasy. At the

202
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The same admirable qualities by which the associations were

carried through their early struggles, maintained them in their

increasing prosperity. Their rules of discipline, instead of being

more lax, are stricter than those of ordinary workshops; but

being rules self-imposed, for the manifest good of the community,

and not for the convenience of an employer regarded as having an

_inding up, the entire profits were to be divided among all the members,
proportionally to their share in the capital, that is, to the work they had done.
A subvention of 80,000 francs was granted by the State. not without great
difficulty, and on very onerous conditions. In spite of these conditions, and
of the unfavourable circumstances resuiting from the political situation of the
country, the association prospered so well, that on the winding up, after re-
paying the advance made by the State, it was in possession of a elcar capita] of
155,000 francs {62001.], the division of which gave on the average between ten
and eleven thousand francs to each partner ; 7000 being the smallest and
18,000 the largest share.

" The Fraternal Association of Working Tinmen and Lampmakers had
bee_ founded in March 1848 by 500 operatives, comprising nearly the whole
body of the trade. This first attempt, inspired by unpraetical ideas, not having
survived the fatal days of June, a new association was formed of more modest
proportions. Originally composed of forty members, it commenced business
in 1849 with a capital composed of the subscriptions of its members, without
asking for a subventiom After various vioissitudcs, which reduoed the number
of partners to three, then brought it back to fourteen, then again sunk it to
three, it ended by keeping together forty-six members, who quietly remodelled
their statutes in the points whioh experience had shown to be faulty, and their
number having been raised by suoocsaive steps to I00, they possessed, in 1858,
a _oint property of 50,000 francs, and were in a condition to divide annually
S0,000 franea

" The Association of Operative Jewellers, the oldest of all. had been founded
in 1831 by eight workmen, with a capital of 200 francs [8L] derived from their
united savings. A subvention of 24,000 francs enabled them in 1849 greatly
to extend their operations, which in 1858 had alread_ attained the value of
140,000 francs, and gave to each partner an annual dividend equal to double
his wages."

The following are from M. Villiaum6 :_

" After the insurrection of June 1848, work was sus_pended in the Faubourg
St. Antoine, which, as we know, is prinoipal]y ocCUlted by furuitur_makera
_ome operative arm-chair makers made an appeal to those who might be willing
to combine with them. Out of six or seven hundred composing the trade_
four hundred gave in their names. But capital being wanting, nine of the most
zealous began the association with all that they poeseesed ; being a value of
369 francs in tools, and 135 francs 20 centimes in money.

"Their good taste, honesty, and punctuality having increased their business,
they soon numbered 108 members. They received from the State an advan_
of 25,000 fran0a, reimbursable in 14 years by way of annuity, with interest at
3t _r oen_

In 1857 the number of.purtners is 65, tbe.au_!_rics average 100. All
the partners vote at the olootion of a oou.ncd of ezght members, and a manager
wuoae name represonta me firm. The distribution and superintendence of a]l
the works is entrusted to foremen chosen by the maamger and counofl. There
is a foreman to every 20 or 25 workmen_

"The payment is by the piece, at rates determined in general assembly.
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opposite interest, they are far more scrupulously obeyed, and the

voluntary obedience carries with it a sense of personal worth and

dignity. With wonderful rapidity the associated workpeople have
learnt to correct those of the ideas they set out with which are in

opposition to the teaching of reason and experience. Almost all
the associations, at first, excluded piece-work, and gave equal wages

The earnings vary from 3 to 7 trades a day, aeoording to zeal and ability. The
average is 50 franes [21.] a fortnight, and no one gains muoh less than 40 francs

fortnight, while many earn 80. Some of the carvers and moulders make
as much as 100 francs, being 200 _rsn_ [SL] a month- F_ch binds himself to
work 120 hours per fortnight, equal to ten per day. By the regulations, every
hour short of the number subjects the delinquent to a penalty of 10 centimes
[one penny] per hour up to thirty hours, and 15 centimesll_.lbeyond. The
object of this rule was to abolish Saint Monday, and it succeeded in its e_ort.
For the _st two years the oonduat of the members has been so good, that
fines have fallen into disus_

"Though the partners started with only 359 tranos, the value of the plant
(Rue de Chavonne, Cour St. Joseph, Faubourg St. Antoine) already in 1851
amounted to 5713 franos, and the assets of the_association, debts due to them
included, to 24,000 h_aes. Sinoc then the association has become still more
flourishing, having resisted all the attempts made to impede its progress. It
does the largest business, and is the most considered, of all the houses in Paris
in the trade. Its business amounts to 400,000 francs a year." Its inventory
in December 1855 showed, according to M. Villianm6, a balanec of 100,398
francs 90 centimes in _vour ot the a_oolation, but it possessed, he aays, in
reality, 123,000 francs.

But the most important association of all is that of the Masons. " The
Association ot Masons was founded August 10th, 1848. Its address is Rue St.
Viotor, 15_ Its number of members is 85, and its auxi]iaties from three to
four hund_re& There are two managers, one for the building department, the
other for the pecuniary administration : these are regarded as the ablest master.
masons in Paris, and are content with s moderate salary. This association has
lately oonstruoted three or four of the most remarkable mansions in the metro.
polia Though it does its work more economically than ordinary contractors,
yet as it has to give long oredits, it is called upon tor considerable advanvea :
it pro6pers, however, as is proved by the dividend of 56 per oent which has been
paid this year on its oapital, including in the payment those who have m_ociated
themselves in its operations. It consists of workmen who bring only their labour,
of others who bring their labour and a capital of some sort, and of a third clam
who do not work, but contribute capital only.

"The masons, in the evening, carry on mutual instruction. They, as well
msthe arm.ehalr makers, give medical attendanos at the expense of the association,
and an allowance to its sieJ_members. They extend their protection over every
member in every sotion of his life. The arm-chair makers will soon each possess
a sapitai of two or three thousand tranos, with which to portion their daughters
or commenoc a reserve for future yeara Of the masons, some have already
4000 francs, wbleh are ]eft in the eommon stock.

" Before they were associated, these workmen were poorly olad in jaokets
and blouses ; because, for want of forethought, and still more from want of
work, they had never 60 francs beforehand to buy an overcoat. Most of them
are now as well _ ms shopkaspe_, and sometimes more tastelully. For
the workman, having always a credit with the association, mm get whatever
he wants by signing an order; and tim sscoeiat_on reimburses itself by
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whether the work done was more or los_ Almost all have abandoned

this system, and after allowing to every one a fixed minimum,

sufllcient for subsistence, they apportion all further remuneration

according to the work done: most of them even dividing the

profits at the end of the year, in the same proportion as the earnings.*

fortnightly stoppages, making him save as it were in spite of himself. Some
workmen who are not in debt to the concern, sign orders tmyable to themselves
at five months date, to resist the temptation of needless expense. They are
put under stoppages of 10 francs per fortnight, and thus at the end of five months
they have saved the amount."

The following table, taken by M. C_erbulie_ from a work (D/e _werbl_
und wirthsd_aftlichen Oenossen_hafl_ der arb_ Ola_sen i_ E_lond_
Frankreich _nd De.sob/and), published at Thbingen in 1860, by Professor
Huher (one of the most ardent and high-principled apostles of this kind of co-
operation) shows the rapidly progressive growth in prosperity of the Masons'
Association up to 1858 :-

amount ot Pr_
_lee businessdone. realized.

_anc_ fran_
1852 . . . . . . 45,530 .. 1,000
1853 ...... 297,208 .. 7,000
1854 ...... 344,240 .. 20,000
1855 .... . . 614,694 .. 46,000
1856 . . . . . . 998,240 .. 80,000
1857 ...... 1,330,000 .. 100,000
1858 ...... 1,231,461 .. 120,000

" Of this last dividend," says M. Cherbuliez, "30,000 francs were taken ful
the reserve fund, and the remaining 100,000, divided among the shareholders,
gave to each from 500 to 1500 francs, besides their wages or salaries, sad their
share in the fixed capital of the concern."

Of the management of the associations generally, M. V'dliaum6 says," I have
been able to s_tisfy myself personally of the ability of the managers and councils
of the operative associations. The managers are far superior in intelligence, in
zeal, and even in politeness, to most of the private masters in their respective
trades. And among the associated workmen, the fatal habit of intemperance
is graduallydisappcaring, along with the coarseness and rudeness which are the
consequence of the too imperfect education of the class."

* Even the association founded by M. Louis Blanc, that of the tailors of
Clichy, after eighteen months' trial of this system, adoptedpiece-work. One of
the reasons given by them for abandoning the original system is well worth
extracting. " Besides the vices I have mentioned, the tailors complained that
it caused incessant disputes and quarrels, through the interest which each had
in making his neighbours work. Their mutual watchfulness degenerated into
arcal slavery ; nobody had the free control of his time and his actions. These
dissensions have disappeared since pieee-work was introduced."--Peugt_ray,
p. 88. One of the most discreditable indications of a low moral condition given
of late by part of the English working classes, is the opposition to piece-work.
When the payment per piece is not sufficiently high, that is a just ground of
objection. But dislike to piece-work in itself, except under mistaken notions,
must be dislike to justice and fairness ; s desire to chest, by not giving work in

roportion to pay. Piece-work is the perfection of contract ; and contract, in
work, and in the most minute detail---the principle of so much pay for so
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It is the declared principle of most of these associations that they
do not exist for the mere private benefit of the individual members,
hut for the promotion of the co-operative cause. With every
extension, therefore, of their business, they take in additional
members, not (when they remain faithful to their ori_nal plan) to
receive wages from them as hired labourers, but to enter at once
into the full benefits of the association, without being required to
bring anything in, except their labour : the only condition imposed
is that of receiving during a few years a smaller share in the annual
division of p_ofits, as some equivalent for the sacrifices of the founders.
When members quit the association, which they are always at
liberty to do, they carry none of the capital with them : it remains
an indivisible property, of which the members for the time being
have the use, but not the arbitrary disposal : by the stipulations of
most of the contracts, even if the association breaks up, the capital
cannot be divided, but must be devoted entire to some work of

beneficence or of public utility. A fixed_ and generally a consider-
able, proportion of the annual profits, is not shared among the
members, but added to the capital of the association, or devoted to
the repayment of advances previously made to it : another portion
is set aside to provide for the sick and disabled, and another to form
a fund for extending the practice of association, or aiding other
associations in their need. The managers are paid, like other
members, for the time which is occupied in management, usually at
the rate of the highest paid labour : but the rule is adhered to, that
the exercise of power shall never be an occasioR for profit.

Of the ability of the associations to compete successfully with
individual capitalists, even at an early period of their existence,
M. Fengueray said, "The associations which have been founded
in the last two years" (M. Feugueray wrote in 1851) "had many
obstacles to overcome ; the majority of them were almost entirely
without capital : all were treading in a path previously unexplored ;
they ran the risks which always threaten innovators and beginners.
Nevertheless, in many of the trades in which they have been estab-
lished, they are already formidable competitors of the old houses, and
are even complained of on that account by a part of the bourgeoisie.
This is not only true of the cooks, the lemonade sellers, and hair

muchservice, carried out to the utmoet extremity--is the system, of all others,
in the present state of society and degreeof civilization, most favourable to the
worker; though most unfavourableto f_e non-workerwhowishesto be p_id for
being idle,
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dressers, trades the nature of which enables the associations to rely
on democratic custom, but also in other trades where they have not
the same advantage_ One has only to consult the mallets of chairs,
of arm-chairs, of files, and one will learn from them if the most

important establishments in their respective trades are not those
of the associated workmen."

1 The vitality of these associations must indeed be great, to have
enabled about twenty of them to survive not only the anti-socialist
reaction, which for the time discredited all attempts to enable

" workpeople to be their own employers--not only the tracasser/es of
the police, and the hostile policy of the government since the usur-

pation-but in addition to these obstacles, all the difficnlties arising
from the trying condition of financial and commercial affairs from
1854 to 1858. Of the prosperity attained by some of them even
while passing through this difficult period, I have given examples
which must be conclusive to all minds as to the brilliant future

reserved for the principle of co-operation.*

i [This paragraphdates from the 5th ed. (1862), and replaced the following
passages of the 3rd (1852) : "It is painful to think that these bodies, formed by
the heroismand maintained by the public spirit and good sense of the working
people of Paris, are in danger of being involved in the same ruin with every.
thing free, popular, or tending to improvement in French institutions. The
unprincipledadventurer who has for the present succeeded in reducing France
to the political condition of Russia, knows that two or three persons cannot
meet together to discuss, though it be only the affairsof a workshop, without
danger to his power. He has therefore already suppressed most of the pro-
vineial associations, and many of those of Paris, and the remainder, instead of
waiting to be dissolved by despotism, are, it is said, preparing to emigrate.
Before this calamity overtook France, the associations could be spoken of not
with the hope merely, but with positive evidence, of their being able to compote
successfully with individual capitalists. ' The associatior_,' uys M. Fengu_
ray," &c.,as in the present text, supra, p. 781.

" Though the existing associations may be dissolved, ordriven to expatriate,
their ex_pericneewill not be lost. They have existed long enough to furnish the
type of future improvement : they have exemplified the process for bringing
about achange in society, which would combine the freedom and independence
of the indivKlual," &c.,as in the present text, infra, p. _91.

To the 4th ed. (1857) was added this note : " It appearshowever from subse-
quent accounts that in 1854 twenty-five associations still existed in Paris and
several in the provinces, and that many of these were in a most flourishingcon-
dition. This number is exclusive of Co-operative Stores, which have greatly
multiplied, especially in the South of Prance, and are not understood to be
discouraged by the Government."]

* [1865] In the last few years the co-operative movement among the French
working classes has taken a fresh start. An interesting account of the Provi-
sion Association (Association Alimentaire) of Grenoble has been given in a
pamphlet by M. Casimir P6rler (/fj 8oe/_/_ de Co-olaf/on) ; and in the
Times of November 24, 1864, we read the following _ :--"While a
eertaln number of operatives stand out for more wages, or fewer hours of
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1 It k not in France alone that these associations have commenced

a career of prosperity, To say nothing at present of Germany,

Piedmont, and Switzerland (where the Konsum-Verein of Z_ich

is one of the most prosperous co-operative associations in Europe),
England can produce cases of success rivalling even those which I

have cited from France. Under the impulse commenced by Mr.

Owen, and more recently propagated by the writings and personal

efforts of a band of friends, chiefly clergymen and barristers, to whose

noble exertions too much praise can scarcely be given, the good
seed was widely sown; the necessary alterations in the English

law of partnership were obtained from Parliament, on the benevolent

and public-spirited initiative of Mr. Sidney; many industrial

associations, and a still greater number of co-operative stores for

retail purchases, were founded. Among these are already many

instances of remarkable prosperity, the most signal of which are the

labour, others, who h_ve ako mmeded, have associated for the purpose of
carrying on their respective trades on their own account, and have collected
funds for the purchase of instruments of labour. They have founded a society,
'Soci&t6 G_n_rale d'Approvisionnement et de Consommation.' It numbers
between 300 and 400 members, who have already opened a 'co-operative
store ' at Passy, which is now within the limits of Paris. They calculate that
by May next, fifteen new self-supporting associations of the same kind will be
ready to commence operatious ; so that the number will be for Paris alone
from 50 to 60."

I [This paragraph and the subsequent account of the Rochdale Pioncem
date from the 5th e& (1862), though the reference to the Zftrich society and to
Mr. Plummer in the footnote were added in the 6th ed. (1865_ From the 4th
(1857) disappeared the following footnote :

" Though this beneficent movement has been so seriously checked in tbe
eountry in which it originated, it is rapidly spreading in these other countries
which have acquired, and still retain, any political freedom_ It forms already
an important feature in the social improvement which is proceeding at a most
rapid pace in Piedmont. In England also, under the impulse given by the
writing8 and personal exertions of a band of friends, chiefly clergymen and
barristers, the movement has made some progress. On the 15th of February,
1856, there had been registered under the Industrial and Provident Societies'
Act, thirty-three a_ociations, neventeen of which were industrial societies, the
remainder being a_ociations for co-operative consumption only: without
reckoning Scotland, where, also, these a_ociations were rapidly spreading. It
ia believed that all such societies are now registered under the Limited
Liabilitbm Act. From later information it appears that the productive associa.
tio_ (excluding the flour mil_, which partake more of the nature of stores)
have fallen off in number since their first start ; and their progress, in the
present moral condition of the bulk of the population, cannot possibly be rapid.
But those which subsist, continue to do as much business as they ever did -
and there are in the North of England instances o| brilliant and steadily
progre_ivc suceesa Co-operative stores are increasing both in number and
p_rperity, especially in the North ; and they are the beat In'ep_r_tion for •
wider application of the principle. ']
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Leeds Flour Mill, and the Rochdale Society of Equitable Pioneers.
Of this last association, the most successful of all, the history has
been written in a very interesting manner by Mr. Holyoake ;* and
the notoriety which by this and other means has been given to
facts so encouraging, is causing a rapid extension of associations with
similar objects in Lancashire, Yorkshire, London, and elsewhere.

The original capital of the Rochdale Society consisted of 28/.,
brought together by the unassisted economy of about forty labourers,
through the slow process of a subscription of twopence (afterwards
raised to threepence) per week. With this sum they established in
1844 a small shop, or store, for the supply of a few common articles
for the consumption of their own families. As their carehdness
and honesty brought them an increase of customers and of subscribers,
they extended their operations to a greater number of articles of

consumption, and in a few years were able to make a large investment
in shares of a Co-operative Corn Mill. Mr. Holyoake thus relates the
stages of their progress up to 1857 :--

"The Equitable Pioneers' Society is divided into seven depart-
ments: Grocery, Drapery, Buttering, Shoemaking, Clogging,
Tailoring, Wholesale.

"A separate account is kept of each business, and a general
account is given each quarter, showing the position of the whole.

"The grocery business was commenced, as we have related, in
December 1844, with only four articles to sell. It now includes what-
ever a grocer's shop should includ_

"The drapery business was started in 1847, with an humble
array of attractions. In 1854 it was erected into a separate depart-
ment.

"A year earlier, 1846, the Store began to sell butcher's meat,
buying eighty or one hundred pounds of a tradesman in the town.
After a while the sales were discontinued until 1850, when the

Society had a warehouse of its own. Mr. John Moorhouse, who
has now two assistants, buys and lfill_ for the Society three oxen,
eight sheep, sundry porkers and calves, which are on the average
converted into 1301. of cash per week.

"Shoemakingcomrnencedin 1852. Three men and an apprentice
make, and a stock is kept on sale.

* _df.help by the Pewple--History of Co-o_ratlon in Roddala An instruvtive
account of this and other co-operative associations has also beenwritten in the
Compa_/on to t_ A/rnar_c/¢ for 1862, by Mr. John Plummer, of Kettering ;
himself one of the most inspiring examples of mental oultivation and high
pdnoiple in a self-instruotedworking man.
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"Clogging and tailoring commenced also in this year.
"The wholesale department commenced in 1852, and marks an

important development of the Pioneers' proceedings. This depart-
ment has been created for supplying any members requiting large
quantities, and with a view to supply the co-operative stores of
Lancashire and Yorl_hlre, whose small capitals do not enable them
to buy in the best markets, nor command the services of what is
otherwise indispensable to every store--a yood buyer, who knows the
markets and his business, who knows what, how, and _here to buy.
The wholesale department guarantees purity, quality, fair prices,
standard weight and measure, but all on the never-faillng principle,
cash payment."

In consequence of the number of members who now reside at a
distance, and the difficulty of serving the great increase of customers,
"Branch Stores have been opened. In 1856 the first Branch was
9pened in the Oldham Roadj about a mile from the centre of Roch-
dale. In 1857 the Castleton Branch, and another in the Whitworth
Road, were established, and a fourth Branch in Pinfold."

The warehouse, of which their original Store was a single apart-
ment, was taken on lease by the Society, very much out of repair,
in 1849. "Every part has undergone neat refitting and modest
decoration, and now wears the air of a thoroughly respectable place
of business. One room is now handsomely fitted up as a news
room. Another is neatly fitted up as a library ..... Their news
room is as well supplied as that of a London club." It is now
"free to members, and supported from the Education Fund," a
fund consisting of 2½ per cent of all the profits divided, which is set
apart for educational purposes. "The Library contains 2200
volumes of the best, and among them, many of the most expensive
books published. The Library is free. From 1850 to 1855, a school
[or young persons was conducted at a charge of twopence per
month. Since 1855, a room has been granted by the Board for the
use of from twenty to thirty persons, from the ages of fourteen to
forty, for mutual instruction on Sundays and Tuesdays ....

"The corn-mill was of course rented, and stood at Small Bridge_
aomo distance from the town--one mile and a half. The Society
have since built in the town an entirely new mill for themselves.
The engine and the machinery are of the most substantial and
improved kind. The capital invested in the corn-mill is 8450/., of
which 37311. 15s. 2d. is subscribed by the Equitable Pioneers'
Society. The corn-mill employs eleven men."
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At s later period they extended their operations to the staple

manufacture itself. From the success of the Pioneers' Society
grew not only the co-operative corn-mill, but a co-operative associa-

tion for cotton and woollen manufacturing. "The capital in this

department is 4000/., of which sum 2042/. has been subscribed by

the Equitable Pioneers' Society..This Manufacturing Society has

ninety-six power-looms at work, and employs twenty-six men, seven

women, four boys, and five girls--in all forty-two persons...."
"In 1853 the Store purchased for 745l., a warehouse (freehold)

on the opposite side of the street, where they keep and retail their

steres of flour, butcher's meat, potatoes, and kindred articles. Their

committee-rooms and ot_ees are fitted up in the same building.

They rent other houses adjoinln_ for calico and hosiery and shoo

stores. In their wilderness of rooms, the visitor stumbles upon
shoemakers and tailors at work under healthy conditious, and in

perfect peace of mind as to the result on Saturday night_ Their

warehouses are everywhere as bountifully stocked as Noah's Ark,

and cheerful customers literally crowd Toad I_ne at night, swarming

like bees to every counter. The industrial districts of England

have not such another sight as the Rochdale Co-operative Store on

Saturday night." * Since the disgracefld failure of the Rochdale

• ,, But it is not," adds Mr. Holyo_ke," the brilliancy of oommerolal activity
in which either writer or reader will take the deepest interest ; it is in the new
and improved spirit animating this intereourse of trade. Buyer and seller
meet as friends ; there is no overreaching on one side, and no suspicion on the
other. .... The_ orowds of humble working men; who never knew before
when they put good food in their mouths, whose every ¢]irtrtezWas _du]t6r_t_
whose shoes let in the water a month too soon, whose waisteoats shone with
devil's dust, and whose wives wore calico that would not wash, now buy in the
markets like millionaires, and as far as pureness of food goes, live like lords."
Far better, probably, in that particular ; ior assuredly lords are not the eus
tomem least cheated in the present race of dishonest competition. "They
are wcaving their own stuffs, making their own shoes, sewing their own garments,
and grinding their own corn. They buy the purest sugar and the best tea,
and grind their own coffee. They slaughter their own oattle, and the finest
beasts of the land waddle down the streets of Roehdale for the cousumption
of flannel weavem and oobblmm. (Last year the Society advertised for a Pro-
vision Agent to make purchases in Ireland, and to devote his whole time to
that duty.) When did competition give poor men these advantages ! And
will any man say that the moral character of these people is not improved
under these inlluenoes ! The teetotallers of Roehdale acknowledge that the
Store has made more sober men _ it oommeneed than all their efforts have
oeen able to make in the same time. Husbands who never knew what it wu

to be out of debt, and poor wives who during forty ycars never had sixpence
uncondemned in their pockets, now possess little stores of money sufllcient to
build them cottages, and go every week into their own market with money
Jingling in their pockets ; and in that market there is no distrust and no
demption; there is no adulteration, and no second prlees. The whole



PROBABLE FUTURE OF THE LABOURING CT,AeSES 7S_

Savings Bank in 1849, the Society's Store has become the virtual

Savings Bank of the place.

The following Table, completed to 1860 Irom the Almauack

published by the Society, shows the pecuniary result of it_ operations
[rom the commencement.

No. o! Zmouut of ¢_h males AmoUntof profit
Ym. membcrL _ of cqit_, in store (aauual_ (annual).

£ s. _L £ m. dL £ a. &
1844 28 28 0 0
1845 74 181 12 5 710 6 5 32 17 6
1846 86 252 7 I t 1,146 17 7 80 16 3_
1847 110 286 5 3_ 1,924 13 10 72 2 10
1848 140 397 0 0 2,276 6 5_ 117 16 10_
1849 390 1,193 19 1 6,611 18 0 561 3 9
1850 600 2,299 10 5 13,179 17 0 889 12 5
1851 630 2,785 0 1_ 17,638 4 0 990 19 8½
1852 680 3,471 0 6 16,352 5 0 1,206 15 2½
1853 720 5,848 3 11 22,760 0 0 1,674 18 11½
1854 900 7,172 15 7 33,364 0 0 1,763 U 2½
1855 1400 11,032 12 10_ 44,902 12 0 3,106 8 4_
1856 1600 12,920 13 1Jr 63,197 10 0 3,921 13 1½
1857 1850 15,142 1 2 79,788 0 0 5,470 6 8½
1858 1950 18,160 5 4 71,689 0 0 6,284 17 4½
1859 2703 27,060 14 2 104,012 0 0 10,739 18 6½
1860" 3450 37,710 9 0 152,063 0 0 15,906 9 11

atmcephere is honest. Those who serve neither hurry, fimmee, nor flatter.
have no interest in chicanery. They have but one duty to pedorm--that of
giving fair measure, full weight, and a pure article. In other parts of the
town, where competition is the principle of trade, all the preachin_ in Rochdaie
cannot produce moral effcet8 like these.

" As the Store haa made no debts, it has incurred no losses ; and during
t_rteen years' transactions, and receipts amounting to 303,652L, it has had

law-suit& The Arbitrators of the Societies, during all their years of office,
h_ve never had a ease to decide, and are discontented that nobody quarrels."

* [1865] The latest report to which I have aoce_ is that for the quarter
ending September 20, 1864, of which I take the following abstract from the
November number o! that valuable periodical the Co.operator, conducted by
Mr. Henry Pitman, one ot the most active and judicious apcetles of the Co*
operative cause :--" The number of members is 4580, being an increase of 132

the three months. The capital or aasets of the society is 59,536/. 10s. ld.,
more than last quarter by 3687/. 13s. 7d. The cash received for sale of

goods is 45,806/. 0s. 10_d., being an increase of 2283/. 128. 5_ as compared
with the previous three months. The profit realized is 5713/. 2s. 7_d., which,
after depreciating fixed stock account 182/. 2& 4_L, pa_dng interest on share
eal)ital 598/. 17m. 6d., applying 2_ per cent to an edns_tioual fund, viz.
122/. 17s. 9d., ieavm a dividend to members on their purchases of 2s. 4d. in the
pound. Non-memhers have rceeived 261/. 18s. 4d., at Is. 8d. in the pound oa
their purehaees, leaving 8d. in the pound t_rofit to the m)eiety, which increases
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I need not enter into dmilar particulars respecting the Corn-Mil}
Society, and will merely state that in 1860 its capital is set down,
on the same authority, at 26,618/. 14s. 6d., and the profit for that
single year at 10,164/. 12s. 5d. For the manufacturing establish-
ment I have no certified information later than that of Mr. Holyoako,
who states the capital of the concern, in 1857, to be 55001. But
a letter in the Rochdale Observer of May 26, 1860, editorially
announced as by a person of good information, says that the capital
had at that time reached 50,000/. : and the same letter gives highly
satisfactory statements respecting other similar associations; the
Rosendale Industrial Company, capital 40,000L ; the Walsden
Co-operative Company_ capital 80001. ; the Bacup and Wardle
Commercial Company, with a capital of 40,000L, "of which more
than one-third is borrowed at 5 per cent, and this circumstancej
during the last two years of unexampled commercial prosperity,
has caused the rate of dividend to shareholders to rise to an almost

fabulous height."
xIt is not necessary to enter into any details respecting the

subsequent history of English Co-operation; the less so, as it is
now one of the recognised elements in the progressive movement
of the age, and, as such, has latterly been the subject of elaborate
articles in most of our leading periodicals, one of the most recent
and best of which was in the Edinburgh Review for October 1864 :

and the progress of Co-operation from month to month is regularly
chronicled in the Co-operator. I must not, however, omit te
mention the last great step in advance in reference to the Co-
operative Stores, the formation in the North of England (and another
is in course of formation in London) of a Wholesale Society, to
dispense with the services of the wholesale merchant as well as of the

retail dealer, and extend to the Societies the advantage which each
society gives to its own members, by an agency for co-operative
purchases, of foreign as well as domestic commodities, direct from
the producers.

J It is hardly possible to take any but a hopeful view of the

the reserve fund 1041. 15s. 4d. This mud now stand8 at 1352/. 7s. ll_/., tho
accumulation of profits from the trade of the public with the store since Sep-
tember1862,overand above the 18.8d. in the pound allowedto such purchasers."

t [This paragraph added in 6th ed. (1865).]
s [This paragraphis from the 5th ed. (1862),and mois the explanation, in the

next paragraph but one, of the increase in the productiveness of industry.
The argument as to the limitation of the number of distributors was inserted
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prospects of mankind, when, in two leading countries of the world,
the obscure depths of society contain simple working men whose
integrity, good sense, self-command, and honourable confidence in
one another, have enabled them to carry these noble experimenta
to the triumphant issue which the facts recorded in the preceding
pages attest.

From the progressive advance of the co-operative movement,
a great increase may be looked for even in the aggregate productive-
hess of industry. The sources of the increase are twofold. In the
first place, the class of mere distributors, who are not producers
but auxiliaries of production, and whose inordinate numbers, far
more than the gains of capitalists, are the cause why so great a
portion of the wealth produced does not reach the producers-will
be reduced to more modest dimensions. Distributors differ from

producers in this, that when producers increase, even though in
any given department of industry they may be too numerous, they
actually produce more : but the multiplication of distributors does
not make more distribution to be done, more wealth to be dis-

tributed ; it does but divide the same work among a greater number
of persons, seldom even cheapening the process. By limiting the
distributors to the number really required for making the com-
modities accessible to the consumers--which is the direct effect of

the co-operative system--a vast number of hands will be set free
for production, and the capital which feeds and the gains which
remunerate them will be applied to feed and remunerate producers.
This great economy of the world's resources would be realized even
if co-operation stopped at associations for purchase and consumptionl
without extending to production.

The other mode in which cooperation tends, still more efficaci-
ously, to increase the productiveness of labour, consists in the vast
stimulus given to productive energies, by placing the labourers, as
a mass, in a relation to their work which would make it their principle
and their interests--at present it is neither--to do the utmost, instead
of the least possible, in exchange for their remuneration. 1 It is
scarcely possible to rate too highly thia material benefit, which yet
is as nothing compared with the moral revolution in society that
would accompany it: the healing of the standing feud between
capital and labour ; the transformation of human life, from a
conflict of classes struggling for opposite interests, to a friendly

I _ae present text from this point to the point indicated in the next
psragraph but two dates from the 6th ed, (1865).]



rivalry in the pursuit of a good common to all; the elevation o|
the dignity of labour; a new sense of security and independence
in the labouring class ; and the conversion of each human being's
daily occupation into a school of the social sympathies and the
practical intelligence.

Such is the noble idea which the promoters of Co-operation
should have before them. But to attain, in any degree, these objects,
it is indispensable that all and not some only, of those who do the
work should be identified in interest with the prosperity of the
undertaking. Associations which, when they have been successful,
renounce the essential principle of the system, and become joint-
stock companies of a limited number of shareholders, who differ
from those of other companies only in being working men ; a_Boci-
ations which employ hired labourers without any interests in the
profits (and I grieve to say that the manufacturing Society even of
Rochdale has thus degenerated) are, no doubt, exercising a lawful
right in honestly employing the existing system of society to improve
their position as individuals, but it is not from them that anything
need be expected towards replacing that system by a better. Neither
will such societies, in the long run, succeed in keeping their ground
against individual competition. Individual management, by the
one person principally interested, has great advantages over every
description of collective management. Co-operation has but one
thing to oppose to those advantages--the common interest of a]]
the workers in the wor_ When individual capitalists, as they
will certainly do, add this to their other points of advantage;
when, even if only to increase their gains, they take up the practice
which these co-operative societies have dropped, and connect the
pecuniary interest of every person in their employment with the
most efficient and most economical management of the concern;
they are likely to gain an easy victory over societies which retain
the defects, while they cannot possess the full advantages, of the
old system.

Under the most favourable supposition, it will be desirable, and
perhaps for a considerable length of time, that individual capitalists,
associating their work-people in the profits, should coexist with
even those co-operative societies which are faithful to the co-
operative principle. Unity of authority makes many things possible,
which could not or would not be undertaken subject to the chance
of divided councils or changes in the management. A private
capitalist, exempt from the control of a body, if he is a person o_
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capacity, is considerably more likely than almost any association
to run judicious risks, and originate costly improvements. Co-
operative societies may be depended on for adopting improvements
after they have been tested by success, but individuals are more
likely to commence things previously untried. Even in ordinary
business, the competition of capable persons who in the event of
failure are to have all the loss, and in case of success the greater
part of the gain, will be very nseful in keeping the managers of
co-operative societies up to the due pitch of activity and vigilance.

When, however, co-operative societies shall have sufficiently
multiplied, it is not probable that any but the least valuable work-
people will any longer consent to work all their lives for wages
merely; both private capitalists and associations will gradually
find it necessary to make the entire body of labourers participants
in profits. Eventually, and in perhaps a less remote future than
may be supposed, we may, through the co-operative principle, see
our way to I a change in society, which would combine the freedom
and independence of the individual, with the moral, intellectual, and
economical advantages of aggregate production ; and which, without
violence or spoliation, or even any sudden disturbance of existing
habits and expectations, would realize, at least in the industrial
department, the best aspirations of the democratic spirit, by putting
an end to the division of society into the industrious and the idle,
and effacing all social distinctions but those fairly earned by personal
services and exertions. Associations like those which we have des-

cribed, by the very process of their success, are a course of education
in those moral and active qualities by which alone success can be
either deserved or attained. As associations multiplied, they would
tend more and more to absorb all work-people, except those who
have too little understanding, or too little virtue, to be capable of

learning to act on any other system than that of narrow selfishness.
As this change proceeded, owners of capital would gradually find
it to their advantage, instead of maintaining the struggle of the
old system with work-people of only the worst description, to lend
their capital to the associations ; to do this at a diminishing rate
of interest, and at last, perhaps, even to exchange their capital
for terminable annuities. In this or some such mode, the existing

accumulations of capital might honestly, and by a kind of spon-
taneons process, become in the end the joint property of all who
participate in their productive employment: a transformation

[The r_st of this paragraphdates from the 3rd ed. (1852).]
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which, thus eflect_i, (and assuming of course that both sexes
participate equally in the rights and in the government of the
association,)* would be the nearest approach to social justice, and the
most beneficial ordering of industrial affairs for the universal good,
which it is possible at present to foresee.

1§ 7. I agree, then, with the Socialist writers in their conception
of the form which industrial operations tend to assume in the
advance of improvement; and I entirely share their opinion that
the time is ripe for commencing this transformation, and that it
should by all just and effectual means be aided and encouraged.
But while I agree and sympathize with Socialists in this practical
portion of their aims, I utterly dissent from the most conspicuous
and vehement part of their teaching, their declamations against
competition. With moral conceptions in many respects far ahead
of the existing arrangements of society, they have in general very
confused and erroneous notions of its actual working; and one of
their greatest errors, as I conceive, is to charge upon competition
all the economical evils which at present exist. They forget that
wherever competition is not, monopoly is; and that monopoly,
in all its forms, is the taxation of the industrious for the support
of indolence, if not of plunder. They forget, too, that with the
exception of competition among labourers, all other competition
is for the benefit of the labourers, by cheapening the articles they

consume ; that competition even in the labour market is a source
not of low but of high wages, wherever the competition for labour

exceeds the competition of labour, as in America, in the colonies,
and in the skilled trades ; and never cou:d be a cause of low wages,

save by the overstocking of the labour market through the too
great numbers of the labourers' families ; while, if the supply of
labourers is excessive, not even Socialism can prevent their remunera-
tion from being low. Besides, if association wera universalj there

. [1865] In this respect also the Roehdale Society has given an example of
reason and justice, worthy of the good sense and good feeling manifested in
theirgeneralproceedings. "The RochdaleStore," says Mr. Holyoake, "render_
incidental but valuable aid towards realizing the civil independence of women.
Women may be members of this Store, and vote in its proceedings. Single
and married women join. Many married women become members because
their husbands will not take the trouble, and others Join it in sel|-defenoc to
prevent the husband from spendlng their money in drink. The husband
sannot withdraw the savings at the Store standing in the wife's name unlem
she signs the order."

i [This section added in 3rdod. (1852).]
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would be no competition between labourer and labourer ; and that
between association and association would be for the benefit of the

consumers, that is, of the associations ; of the industrious classes

gonerally.
I do not pretend that there are no inconveniences in competition,

or that the moral objections urged against it by Socialist writers, as
a source of jealousy and hostility among those engaged in the same
occupation, are altogether groundless. But if competition has its
evils, it prevents greater evils. As M. Feugueray well says,* "The
deepest root of the evils and iniquities which fill the industrial
world, is not competition, but the subjection of labour to capital,
and the enormous share which the possessors of the instruments
of industry are able to take from the produce .... H competition
has great power for evil, it is no less fertile of good, especially in
what regards the development of the individual faculties, and the
succe_ of innovations." It is the common error of Socialists to

overlook the natural indolence of mankind ; their tendency to be
passive, to be the slaves of habit, to persist indefinitely in a course
once chosen. Let them once attain any state of existence which
they consider tolerable, and the danger to be apprehended is that
they will thenceforth stagnate ; will not exert themselves to improve,
and by letting their faculties rust, will lose even the energy required
to preserve them from deterioration. Competition may not be the
best conceivable stimulus, but it is at present a necessary one, and
no one can foresee the time when it will not be indispensable to
progress. Even con_nlng ourselves to the industrial department,
in which, more than in any other, the majority may be supposed to
be competent judges of improvements; it would be di_cult to
induce the general assembly of an association to submit to the
trouble and inconvenience of altering their habits by adopting some
new and promising invention, unless their knowledge of the existence
of rival associations made them apprehend that what they would
not consent to do, others would, and that they would be left behind
in the race.

Instead of looking upon competition as the baneful and anti-
social principle which it is held to be by the generality of Socialists,
I conceive that, even in the present state of society and industry,
every restriction of it is an evil, and every extension of it, even it
for the time injuriously affecting some class of labourers, is always
an ultimate good. To be protected against competition is to be

* P, 90.



_4 BOOK IV. Cq4APTER VIL | 7

protected in idleness, in mental dulness ; to be saved the necessity
of being as active and as intelligent as other people; and ff it is
also to be protected against being underbid for employment by a
less highly paid class of labourers, this is only where old custom, or
local and partial monopoly, has placed some particular class of
artlz_nA in a privileged position as compared with the rest ; and the
time has come when the interest of universal improvement is no
longer promoted by prolonging the privileges of a few. If the slop-
mellers and others 1of their class have lowered the wages of tailors,
and some other artizaus, by making them an affair of competition
luste_ of custom, so much the better in the end. What is now

required is not to bolster up old customs, whereby limited classes of
labouring people obtain partial gains which interest them in keeping
up the present organization of society, but to introduce new general
practices beneficial to all ; and there is reason to rejoice at whatever
makes the privileged classes of skilled artizans feel that they have
the same interests, and depend for their remuneration on the same
general causes, and must resort for the improvement of their condition

to the same remedies, as the less fortunately circ_lmRtauced and
comparatively helpless multitude.S

i [- Of their class" was inserted in 4th ed. (1857) ; and the words of the
8rd ed. (1852), "so unjustly and illiberally railed at--_ ff they were one
iota worse in their motives or praetic_s than other people, in the existing state
eg society,--" were omitted.]

2 [See Appendix DD. Tl_ 8_O_lmn_ Hi_ory of C'o-wperaJlo..]



BOOK V

ON THE INFLUENCE OF GOVERNMENT

CHAPTER I

OF THR FUNCTIOI_ OF GOVERNMENT IN GENERAL

§ 1. ONE of the most disputed questions both in political
science and in practical statesmanship at this particular period
relates to the proper limits of the functions and agency of govern-
ments. At other times it has been a subject of controversy how

governments should be constituted, and according to what principles
and rules they should exercise their authority ; but it is now almost
equally a question to what departments of human affairs that
authority should extend. And when the tide sets so strongly towards
changes in government and legislation, as a means of improving the
condition of mankind, this discussion is more likely to increase
than to diminish in interest. On the one hand, impatient reformers,
thinl_ing it easier and shorter to get possession of the government
than of the intellects and dispositions of the public, are under a
constant temptation to stretch the province of government beyond
due bounds: while, on the other, mankind have been so much
accustomed by their rulers to interference for purposes other than
the public good, or under an erroneous conception of what that good
requires, and so many rash proposals are made by sincere lovers
of improvement, for attempting, by compulsory regulation, the
attainment of objects which can only be effectually or only usefully
compassed by opinion and discussion, that there has grown up a
spirit of resistance in limine to the interference of government,
merely as such, and a disposition to r_trict its sphere of action
within the narrowest bounds. From diflerencea in the historical
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development of diferent nations, not necessary to be here dweh
upon, the former excess, that of exaggerating the province of govern-
ment, prevails most, both in theory and in practice, among the
Continental nations, while in England the contrary spirit has hitherto

been predominant.
The general principles of the question, in so far as it is a question

of principle, I shall inake an attempt to determine in a later chapter
of this Book: after first considering the effects produced by the
conduct of government in the exercise of the functions universally
acknowledged to belong to it. For this purpose, there must be a
specification of the functions which are either inseparable from the
idea of a government, or are exercised habitually and without
objection by all governments ; as distinT_hed from those respecting
which it has been considered questionable whether governments
should exercise them or not. The former may be termed the

necessary, the latter the opt/o_d, functions of government. 1By the
term optional it is not meant to imply that it can ever be a matter
of indifference, or of arbitrary choice, whether the government
should or should not take upon itself the functions in question;
but only that the expediency of its exercising them does not amount
to necessity, and is a subject on which diversity of opinion does or
may exist.

§ 2. In attempting to enumerate the necessary functions o|
government, we find them to be considerably more multifarious
than most people are at first aware of, and not capable of being
cirellm_ctibed by those very definite lines of demarcation, which,
in the inconsiderateness of popular discussion, it is often attempted
to draw round them. We sometimes, for example, hear it said that
governments ought to con6ue themselves to affording protection
against force and fraud : that, these two things apart, people should
be free agents, able to take care of themselves, and that so long as
a person practises no violence or deception, to the injury of others
in person or property, _ legislatures and governments are in no way
called on to concern themselves about him. But why should

people be protected by their government, that is, by their own
collective strength, against violence and fraud, and not against
other evils, except that the expediency is more obvious ? If nothing

1 [This explanation added in 2nd ed. (1849).]
[So since the 4th ed. (1857). The original text ran: "he lmaa claim

to do ashe likes, without being molested orrestricted by judgesand legislators."
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but what people cannot possibly do for themselves, can be fit to be
done for them by government, peop]e might be required to protect
themselves by their skill and courage even against force, or to beg
or buy protection against it, as they actually do where the govern-
ment is not capable of protecting them : and against fraud every
one has the protection of his own wits. But without further antici-
pating the discussion of principles, it is sufficient on the present

_occasion to consider facts.

Under which of these heads, the repression of force or of fraud,
are we to place the operation, for example, of the laws of inheritance ?
Some such laws must exist in all societies. It may be said, perhaps,
that in this matter government has merely to give effect to the
disposition which an individual makes of his own property by will.
This, however, is at least extremely disputable ; there is probably
no country by whose laws the power of testamentary disposition is
perfectly absolute. And suppose the very common case of there
being no will : doea not the law, that is, the government, decide on
principles of general expediency, who shall take the succession ?
and in case the successor is in any manner incompetent, does it not

appoint persons, frequently officers of its own, to collect the property
and apply it to his benefit ? There are many other cases in which
the government undertakes the administration of property, because
the public interest, or perhaps only that of the particular persons

concerned, is thought to require it. This is often done in cases of
litigated property ; and in cases of judicially declared insolvency.
It has never been contended that, in doing these things, a government
exceeds its province.

Nor is the function of the law in defining property itself so
simple a thing as may be supposed. It may be imagined, perhaps,
that the law has only to declare and protect the right of every one
to what he has himself produced, or acquired by the voluntary
ceusent, fairly obtained, of those who produced it. But is there
nothing recognized as property except what has been produced ?
Is there not the earth itself, its forests and waters, and all other
natural riches, above and below the surface ? These are the inherit-
ance of the humRu race, and there must be regulations for the
common enjoyment of it. What rights, and under what conditions,
a person shall be allowed to exercise over any portion of this common
inheritance c_nnot be left undecided. No function of government
is lea_ optional than the regulation of these things, or more com-
pletely involved in the idea of civilized society.
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Again, the leglt_mmey is conceded of repressing violence or
treachery ; but under which of these heads are we to place the
obligation imposed on people to perform their contracts _ Non-
performance does not necessary imply fraud; the l_rson who
entered into the contract may have sincerely intended to fulfil it :
and the term fraud, which can scarcely admit of being extended
even to the case of voluntary breach of contract when no deception
was practised, is certainly not applicable when the omission to
perform is a case of negligence. Is it no part of the duty of govern-
ments to enforce contracts _ Here the doctrine of non-interference
would no doubt be stretched a little, and it would be said that
enforcing contracts is not regulating the affairs of individuals at the
pleasure of government, but giving effect to their own exprc_ed
desire. Let us acquiesce in this enlargement of the restrictive
theory, and take it for what it is worth. But gever-nments do not
limit their concern with contracts to a simple enforcement. They
take upon themselves to determine what contracts are fit to be
enforced. It is not enough that one person, not being either cheated
or compelled, makes a promise to another. There are promises by
which it is not for the public good that persons should have the power
of binding themselves. To say nothing of engagements to do
something contrary to law, there are engagements which the law
refuses to enforce, for reasons connected with the interest of the
promiser, or with the general policy of the state. A contract by
which a person sells him_elf to another as a slave would be declared
void by the tribunals of this and of most other European countries.
There are few nations whose laws enforce a contract for what is

looked upon as prostitution, or any matrimonial engagement of
which the conditions vary in any respect from those which the
law has thought fit to prescribe. But when once it is admitted that
there are any engagements which for reasons of expediency the law
ought not to enforce, the same question is necessarily opened with
respect to all engagements. Whether, for example, the law should
enforce a contract to labour when the wages are too low or the hours
of work too severe : whether it should enforce a contract by which
a Person binds himse_[ to remain, for more than a very limited period,
in the eervice of a given individual : whether a contract of marriage,
entered into for life, should continue to be enforced against the
deliberate will of the persons, or of either of the persons, who entered
int_) it. Every question which can possibly arise as to the policy
of contracts, and of the relations which they establish among human
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belnge, is a question for the legislator; and one which he cannot
escape from considering, and in some way or other deciding.

Again, the prevention and suppression of force and fraud afford
appropriate employment for soldiers, policemen, and criminal
judges; but there are also civil tribunals. The pu-iAkment of
wrong is one business of an administration of iustice, but the decision
of disputes is another. Innumerable disputes arise between persons,
without ma_a _des on either side, through misconception of their
legal rights, or from not being agreed about the facts, on the proof
of which those rights are legally dependent. Is it not for the general
intereet that the State should appoint pereous to clear up these
uncertainties and terminate these disputes T It cannot be said to
be a ease of absolute necessity. People might appoint an arbitrator,
and engage to submit to his decision ; and they do so where there
are no courts of justice, or where the courts are not trusted, or
where their delays and expenses, or the irrationality of their rules
of evidence, deter people from resorting to them. Still, it is univer-

really thought right that the State should establish civil tribunals;
and if their defects often drive people to have recourse to substitutes,
even then the power held in reserve of carrying the case before a
legally constituted court gives to the eubetitutes their principal
e_caey.

Not only does the State undertake to decide disputes, it takes
precautions beforehand that disputes may not aris_ The laws
of most countries lay down rules for determining many things,
not because it is of much consequence in what way they are deter-
mined, but in order that they may be determined somehow, and there
may be no question on the subiect. The law prescribes forms of
words for many kinds of contract, in order that no dispute or
misunderstanding may arise about their meaning : it makes provision
that, if a dispute does arise, evidence shall be procurable for deciding
it, by requiring that the document be attested by witnesses and
executed with certain formalities. The law preserves authentic
evidence of facts to which legal consequences are attached, by
keeping a registry of such facts ; as of births, deaths, and marriagos,
of wills and contracts, and of judicial proceedings. In doing these
things, it has never been alleged that government oversteps the
proper limits of its functions.

Again, however wide a scope we may allow to the doctrine that
individuals are the proper guardians of their own interests, and
that government owes nothlnS to them but to save them from being
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interfered with by other people, the doctrine can never be applicabbD
to any persons but those who are capable of acting in their own
behalf. The individual may be an infant, or a lunatic, or fallen
into imbecility. The law surely must look after the interest of such
persons. It does not necessarily do this through officers of its own.
It often devolves the trust upon some relative or connexion. But,
in doing so, is its duty ended ? Can it make over the interests of one
person to the control of another, and be excused from supervision,
or from holding the person thus trusted responsible for the discharge
of the trust ?

There is a multitude of cases in which governments, with general
approbation, assume powers and execute functions for which no
reason can be assigned except the simple one, that they conduce
to general convenience. We may take as an example, the function
(which is a monopoly too) of coining money. This is assumed fol
no more recondite purpose than that of saving to individuals the
trouble, delay, and expense of weighing and assaying. No one,
however, even of those most jealous of state interference, has

objected to this as an improper exercise of the powers of government.
Prescribing a set of standard weights and measures is another
instance. Paving, lighting, and cleansing the streets and thorough-
fares is another ; whether done by the general government, or, as
is more usual, and generally more advisable, by a municipal authority.
Making or improving harbours, building lighthouses, making surveys
in order to have accurate maps and charts, raising dykes to keep
the sea out, and embanlrments to keep rivers in, are cases in point.

Examples might be indefinitely multiplied without intruding on
any disputed ground. But enough has been said to show that the
admitted functions of government embrace a much wider field than
can easily be included within the ring-fence of any restrictive defini-
tion, and that it is ]tardiy possible to find any ground of iustification
common to them all, except the comprehensive one of general expedi-
ency; nor to limit the interference of government by any universal
rule, save the simple and vague one, that it should never be admitted
but when the case of expediency is strong.

§ $. Some obecrvationn, however, may be usefully bestowed
on the nature of the considerations on which the question of govern-
ment interference is most likely to turn, and on the mode of estimating
the comparative magnitude of the expediencies involved. This will
form the last of the three parts, into which our discussion of the
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principles and e_ects of government interference may conveniently
be divided. The following will be our division of the subject.

We shall first consider the economical effects arising from the
manner in which governments perform their necessary and acknow-
ledged functions.

We shall then pass to certain governmental interferences of
what I have termed the optional kind (i.e. overstepping the
boundaries of the universally acknowledged functions) which have
heretofore taken place, and in some cases etill take place, under the
influence of false general theories.

It will lastly remain to inquire whether, independently of any
fake theory, and consistently with a correct view of the laws which
regulate human affairs, there be any cases of the optional class in
which governmental interference is really advisable, and what are
those cases.

The first of these divisions is of an extremely miscellaneous
character : since the necessary functions of government, and those
which are so manifestly expedient that they have never or very

rarely been objected to, are, as already pointed out, too various to be
brought under any very simple classification. Those, however,
which are of principal importance, which alone it is necessary here
to consider, may be reduced to the following general heads.

First, the means adopted by governments to raise the revenue
which is the condition of their existence.

Secondly_ the nature of the laws which they prescribe on the two

great subjects of Property and Contracts.
Thirdly, the excellences or defects of the system of means by

which they enforce generally the execution of their laws, namely.
their judicature and police.

We commence with the first head, that is, with the theory c!
Taxation.

2D
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ON THZ GENERAL PRINCIPL_ OF TAXATION

§ |. THRqualities desirable, economically speaking, in a system
of taxation, have been embodied by Adam Smith in four maxims or
principles, which, having been generally concurred in by subse-
quent write_ may be said to have become classical, and this chapter
c_not be better commenced than by quoting them.*

"1. The subjects of every state ought to contribute to the
support of the government as nearly as possible in proportion to
their respective abilities: that is, in proportion to the revenue
which they respectively enjoy under the protection of the state.
In the observation or neglect of this maxim consists what is called
the equality or inequality of taxation.

"2. The tax which each individual is bound to pay ought to be
certain, and not arbitrary. The time of payment, the manner of
payment, the quantity to be paid, ought all to be clear and plain
to the contributer, and to every other person. Whereit is otherwise,
every person subject to the tax is put more or less in the power of
the tax-gatherer, who can either aggravate the tax upon any ob-
noxious contributor, or extort, by the t_or of such aggravation_
some present or perquisite to himselL The uncertainty of taxation
encourages the insolence and favours the corruption of an order of
men who axe naturally unpopular, even when they are neither
immlent nor corrupt. The certainty of what each individual ought
to pay is, in taxation, a matter of so great importance, that a very
considerable degree of inequality, it appea_s_ I believe, from the
experience of all nations_it not near so great an evil as a very Rmall
degree of uncertainty.

"3. Every tax ought to be levied at the time, or in the manner,
in which it is most likely to be convenient for the contributor to
pay it. A tax upon the rent of land or of houses, payable at the

* Wealt.hofNat, im_.bookv, ch,_
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same term at which such rents are usually paid, is levied at a time
when it is most likely to be convenient for the contributor to pay ;
or when he is most likely to have wherewithal to pay. Taxes upon
such consnm_ble goods as are al_cles of luxury are all finally paid
by the consumer, and generally in a manner that is very convenient
to him. He pays them by little and little, as he has occasion to
buy the goods. As he is at liberty, too, either to buy or not to
buy, as he pleases, it must be his own fault if he ever suffers any
considerable inconvenience from such taxes.

"4. Every tax ought to be so contrived as both to take out and
to keep out of the pockets of the peeple as little as possible over and
above what it brings into the public treasury of the state. A tax
may either take out or keep out of the pockets of the people a great
deal more than it brings into the public treasury, in the four following
ways. First, the levying of it may require a great number of
officers, whose salaries may eat up the greater part of the produce
of the tax, and whose perquisites may impose another additional
tax upon the people." Secondly, it may divert a portion of the
labour and capital of the community from a more to a leas pro-
ductive employment. "Thirdly, by the forfeitures and other
penalties which those unfortunate individuals incur who attempt
unsuccessfully to evade the tax, it may frequently ruin them, and
thereby put an end to the benefit which the community might have
derived from the employment of their capitals. An injudicious
tax offers a great temptation to smuggling. Fourthly, by subject-
ing the people to the frequent visits and the odious examination of
the tax-gatherers, it may expose them to much nnneceasary trouble,
vexation, and oppression:" to which may be added, that the
restrictive regulations to which trades and manufactures are often
subjected to prevent evasion of a tax, are not only in themselves
troublesome and expensive, but often oppose insuperable obstacles
to making improvements in the processes.

The last three of these four ma_m_ require little or other
explanation or illustration than is contained in the passage itself.
How far any given tax conforms to, or conflicts with them, is a
matter to be considered in the discussion of particular taxes. But
the first of the four points, equality of taxation, requires to be more
fully examined, being a thing often impeff6ctly understood, and on
which many false notions have become to a certain degree accredited,
through the absence of any d_nite principles of judgment in the
popular mind.
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§ 2. For what reasonought equality to be the rule in matters
of taxation ? For the reason that it ought to be so in all affairs oi
government. As a government ought to make no distinction of
persons or classes in the strength of their claims on it, whatever
sacrifices it requires from them should be made to bear as nearly
as possible with the same pressure upon all, which, it must be
observed, is the mode by which least sacrifice is occasioned on the
whole. If any one bears less than his fair share of the burthen,
some other person must suffer more than his share, and the allevia-
tion to the one is not, _ par/b_, so great a good to him, as the
increased pressure upon the other is an evil. Equality of taxation,
therefore, as a maim of polities, means equality of sacrifice. It
means apportioning the contribution of each person towards the
expenses of government so that he shall feel neither more nor less
inconvenience from his share of the payment than every other
person experiences from t_. This standard, like other standards

of perfection, cannot be completely realized; but the first object
in every practical discussion should be to know what perfection is.

There are persons, however, who are not content with the
general principles of iustice as a basis to ground a rule of finance
upon, but must have something_ as they think, more specifically
appropriate to the subiect. What best pleases them is, to regard
the taxes paid by each member of the community as an equivalent
for value received, in the shape of service to hlmself ; and they prefer
to rest the justice of making each contribute in proportion to 1_
means, upon the ground, that he who has twice as much property
to be protected receives, on an accurate calculation, twice as much
protection, and ought, on the principles of bargain and sale, to pay
twice as much for it. Since, however, the assumption that govern-
ment exists solely for the protection of property, is not one to be
deliberately adhered to ; some consistent adherents of the _/d
pro flue principle go on to observe, that protection being required
for person as well as property, and everybody's person receiving
the same amount of protection, a poll-tax of a fixed sum per head
is a proper equivalent for this part of the benefits of government,
while the remaining part, protection to property, should be paid for
in proportion to property. There is in this adjustment a false air
of nice adaptation, very acceptable to some mluds. But in the
first place, it is not admissible that the protection of persons and
that of property arc the sole purposes of government. The ends of
government are as comprehensive as those of the social union. They
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consist of all the good, and all the immunity from evil, which the

existence of government can be made either directly or indirectly to
bestow. In the second place, the practice of setting definite values
on things essentially indefinite, and making them a ground of practical
conclnsl'ons, is peculiarly fertile in false views of social questions. It
cannot be admitted that to be protected in the ownership of ten
times as much property is to be ten times as much protected.
Neither can it be truly said that the protection of 1000L a year costs
the state ten times as much as that of 1001. a year, rather than twice
as much, or exactly as much. The same judges, soldiers, and

sailors who protect the one protect the other, and the larger income
does not necessarily, though it may sometimes, require even more
policemen. Whether the labour and expense of the protection, or

the feelings of the protected person, or any other definite thing be
made the standard, there is no such proportion as the one supposed,
nor any other definable proportion. If we wanted to estimate the

degrees of benefit which different persons derive from the protection
of government we should have to consider who would suffer most

if that protection were withdrawn : to which question if any answer
could be made, it must be that those would suffer most who were

weakest in mind or body, either by nature or by position. Indeed,
such persons would almost infallibly be slaves. If there were any
justice, therefore, in the theory of justice now under consideration,

those who arc least capable of helping or defending themselves,
being those to whom the protection of government is the most
indispensable, ought to pay the greatest share of its price : the re-
verse of the true idea of distributive justice, which consists not in
imitating but in redressing the inequalities and wrongs of nature.

Government must be regarded as so pre-eminently a concern
of all, that to determine who are most interested in it is of no real

importance. If a person or class of persons receive so small a share
of the benefit as makes it necessary to raise the question, there is
something else than taxation which is amiss, and the thing to be
done is to remedy the defect, instead of recognising it and making
it a ground for demanding less taxes. As, in a case of voluntary
subscription for a purpose in which all are interested, all are thought
to have done their part fairly when each has coutributed according
to his means, that is, has made an equal sacrifice for the common
oblect ; in like manner should this be the principle of compulsory
contributions: and it is superfluous to look for a more ingeuiouJ
or recondite g_ound to rest the principle upon.
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§ & Setting out, then, from the maxim that equal eac_oes
ought to be demanded from all, we have next to inquire whether
this is in fact done by malrln_ each contribute the same percentage
on his pecuniary means. Many persons maintain the negative,
saying that a tenth part taken from a small income is a"heavier
burthen than the same fraction deducted from one much larger :
and on this is grounded the very popular scheme of what is called a
graduated propertytax, vi_ an income tax in which the percentage
rises with the amount of the income.

On the best consideration I am able to give to this question, it
appears to me that the portion of truth which the doctrine con-
tains arises principally from the difference between a tax which can
be saved from luxuries and one which trenches, in ever so small a

degree, upon the necessaries of life. To take a thousand a year
from the possessor of ten thousand would not deprive him of any-
thing really conducive either to the support or to the comfort of
existence ; and if such _ be the effect of taking five pound from
one whose income is fifty, the sacrifice required from the last is not
only greater than, but entirely incommensurable with, that imposed
apon the first. The mode of adjusting these inequalities of pressure,
which seems to be the most equitable, is that recommended by Ben-
tham, of leaving a certain minimum of income, sufficient to provide
the necessaries of life, untaxed. Suppose 50/. a year to be sufficient
to provide the number of persons ordinarily supported from a single
income with the requisites of life and health, and with protection
against habitual bodily suffering, but not with any indulgence.
This then should be made the minimum, and incomes exceeding it
should pay taxes not upon their whole amount, but upon the surplus.
If the tax be ten per cent., an income of 60/. should be considered
as a net income of 10/., and charged with 11. a year, while an income
of 1000/. should be charged as one of 950/. Each would then pay
a fixed proportion, not of his whole means, but of his superfluities.*
An income not exceeding 50/. should no_ be taxed at all, either
directly or by taxes on nece_aries; for as by suppceition this is
the smallest income which labour ought to be able to command, the
government ought not to be a party to making it smaller. This
arrangement, however, would constitute a reaeon, in addition to

* [1865] This prinelplc of asse_ment hM been papally adopted by M_
Gladstone in zenewing the inoome-tax. From IOOL,at whichthe tax beqitm,
up to 200L, the income only pays tax on the exce_ above 60L

[For the subsequent history of the Inoome Tax see £ppendix EE.|
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other, which might be .tared, for maintaining taxes on articles of
luxury consumed by the poor. The immunity extended to the
income required for necessaries, should depend on its being actually
expended for that purpose; and the poor who, not having more
than enough for necessaries, divert any part of it to indulgences,
should like other people contribute their quota out 04 those
indu/gences to the expenses of the state.

The exemption in favour 04 the smaller incomes should not, I
think, be stretched further than to the amount of income necdfud
for life, health, and immunity from bodily pain. If 50/. a year
is sufficient (which may be doubted) for these purposes,1 an income
of 100/. a year would, as it seems to me, obtain all the relief it is
entitled to, compared with one of 10001., by being taxed only on
50/. of its amount. It may bese_d, indeed, that to take 100/. from
10001.(even giving back five pounds) is a heavier impost than 1000/.
taken from 10,000/. (giving back the same five pounds). But this
doctrine seems to me too disputable altogether, and even if trueat all,
not true to a sufficient extent to be made the foundation of any
rule of taxation. Whether the person with 10,000/. a year cares
less for 10001. than the person with only a 10001. a year cares for
100/., and if so, how much less, does not appear to me capable of
being decided with the degree of certainty on which a legislator
or a financier ought to act.s

Some indeed contend that the rule of proportional taxation bears
harder upon the moderate than upon the large incomes, because
the same proportional payment has more tendency, in the former
cue than in the latter, to reduce the payer to a lower grsds of
social rank. The fact appears to me more than quest/onsble.
But even admitting it, I object to its being considered incumbent
on government to shape its course by such consideration& or to
recognise the notion that social importance is or can be determined
by amount of expenditure. Government ought to set an example
of rating all things at their true value, and riches, therefore at
the worth, for comfort or pleasure, of the thi,_ which they will

1[Addedin 6th ed. (1862). Theorigins](1848)text rsa : "An inoomeof
100/.s year would,u it seemsto me, obtainidlthereliefit is entitledto," &c.l

• [Thishut .eatence replacedin the 3rd ed. (1852) the followingsent_mee
of theorigimdtext: " To tsx Ill i_m_, in Lneqmdr_tio,wouldbeunjustto
thosethe greaterpart of whomineomeis requiredfor neemmriee; but I can
me no fsiror,tandardof _ equaJitythanto take fromall persons,whatever
my be their amountof fortune, the mine arithmeticalproportionof their
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buy : and ought not to sanction the vulgarity of prizing them fol
the pitiful vanity of being known to possess them, or the paltry
shame of being suspected to be without them, the presiding motives
of three-fourths of the expenditure of the middle classes. The
sacrifices of real comfort or indulgence which government requires
it is bound to apportion among an persons with as much equality
as possible ; but their sacrifices of the imaginary dignity dependent
on expense it may spare itself the trouble of estimating.

Both in England and on the Continent a graduated property
tax (rimp_t _ro_ressif) has been advocated, on the avowed ground
that the state should use the instrument of taxation as a means

of mitigating the inequalities of wealth. I am as desirous as any one
that means should be taken to diminish those inequalities, but not
so as to relieve the prodigal at the expense of the prudentP To
tax the larger incomes at a higher percentage than the smaller is
to lay a tax on industry and economy; to impose a penalty on
people for having worked harder and saved more than their neigh-
bouts. It is not the fortunes which are earned, but those which

are unearned, that it is for the public good to place under llmltation._
A just and wise legislation would abstain from holding out motives
for dissipating rather than saving the earnings of honest exertion, s
Its impartiality between competitors would consist in endeavouring
that they should all start fair, and not in hanging a weight upon
the swift to d_mlni_h the distance between them and the slow. 4

Many, indeed, fail with greater eitorts than those with which others
succeed, not from difference of merits, but dit_erence of opportuni-
ties ; but if all were done which it would be in the power of a good
government to do, by instruction and by legislation, to diminish
this inequality of opportunities, the differences of fortune arising
from people's own earnings could not justly give umbrage._ With

l [So since the 3rd ed. (1852). The original text ran : " but not so as to
impair the motives on which society depends for keeping up (not to say in.
creasing) the produce of its labour and capital.]

g [This sentence replaced in the 3rd ed. a sentence of the original : '1It is
partial taxation, which is a mild form of robbery."]

s [This sentence replaced in the 3rd ed. the original sentence : "A just
and _ legislation would scrupulously abstain from opposing obstacles to the
• cquisition of even the largest fortune by honest exertion."]

' [So since 3rd ed. Originally: " and not that, whether they were swift
or slow, all should reach the goal at once."]

6 [So since 3rded. Instead of the second half Of this sentence the original
ran : "and it is the part of a good government to provide, that, as far as more
paramount considerations permit, the inequality of opportunities shall be
remedied. When all kinds d useful instruction shall be as sceessible as they
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reepec_ to the large fortunes acquired by gift or inheritance, the
power of bequeathing is 1 one of those privileges of property which
are fit subjects for regulation on grounds of general expediency;
and I have already suggested*as a possible mode 2 of restraining
the accumulation of large fortunes in the hands of those who have
not earned them by exertion, a [imitation of the amount which
any one person should be permitted to acquire by gift, bequest, or
inheritance. Apart from this, and from the proposal of Bentham
(also discussed in a former chapter) that collateral inheritance ab
in2sta_o should cease, and the property escheat to the state, I
conceive that inheritances and legacies, exceeding a certain amount,
are highly proper subjects for taxation : and that the revenue from
them should be as great as it can be made without giving rise to
evasions, by donation inter tiros or concealment of property, s_leh
as it would be impossible adequately to check. The principle of
graduation (as it is called), that is, of levying a larger percentage
on a larger sum, though its application to general taxation would
be in my opinion objectionable,_ seems to me both just and expedient 4
as applied to legacy and inheritance duties. 6

The objection to a graduated property tax applies in an aggra-
vated degree to the proposition of an exclusive tax on what is called
"realized property," that is, property not forming a part of any
capital engaged in business, or rather in business under the super-
intendence of the owner : as land, the public funds, money lent on
mortgage, and shares (I presume) in joint stock companies. Except
the proposal of applying a sponge to the national debt, no such
palpable violation of common honesty has found sufficient support
in this country, during the present generation, to be regarded as
within the domain of discussion. It has not the palliation of a

might be made, and when the cultivated intelligenoe of the poorerclasses, aided
eofar as necessary by the guidance and co.operation of the state, shall obviate,
as it might so well_oo the major part of the disabilities attendant on poverty,
the inequalities of fortune arising," &o.]

I [At this point were omitted in the 3rd ed. (1852) the following words of the
original text : " is as much a part of the r_ht of property as the power of using :
that is not in the fullest sense a person's own, which he is not free to bestow
_m othera But tl_s is," &_]

Supra, book ft. oh. 2.[So since 3rd ed. Origln_l!y : " the moat eligible mode."]
a [So since 3rd ed. Originally: " would be_ violation of first prinoiplea"]
4 (So since 3rd ed. Originally : "is quite unobjectionable."]
6 [The principle of graduation has been applied to inheritanoe and iegaoy

duties a_nce1894_ See Bastable, Public Finance, 3rd eel. p. 599; Book iv. oh
9, | 6. For ita applioation to the Income Tax see Appendix EE.]

2D2
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graduated property tax, that of laying the burthen on thoso best
able to bear it; for " realized property" includes the far larger
portion of the provision made for those who are unable to work,
and consists, in great part, oi extremely small fractions. I can
hardly conceive a more shameless pretension, than that the major
part of the property of the country, that of merchants, manufacturers,
farmers, and shopkeepers, should be exempted from its share of
taxation: that these classes should only begin to pay their pro-
portion after retiring from business, and if they never retire should
be excused from it altogether. But even this does not give an
adequate idea of the iniustice of the proposition- The burthen
thus exclusively thrown on the owners of the smaller portion of the
wealth of the community, would not even be a burthen on that
c/ass of persons in perpetual succession, but would fall exclusively
on those who happened to compose it when the tax was laid on.
As land and those Partic_ax securities would thenceforth yield a
smaller net income, relatively to the general interest of capital and
to the profits of trade; the balance would rectify itself by a
permanent depreciation of those kinds of property. Future buyers

would acquire land and securities at a reduction of prices equivalent
to the peculiar tax_ which tax they would, therefore, escape from
paying; while the original possessors would remain burthened
with it even after parting with the property, since they would
have sold their land or securities at a loss o! value equivalent to
the fee-simple of the tax. Its imposition would thus be tanta-
mount to the confiscation for public uses of a percentage of their
property, equal to the percentage laid on their income by the tax.
That such a proposition should find any favour, is a striking instance
of the want oi conscience in matters of taxation, resulting from the
absence of any fixed principles in the public mind, and of any
indication of a sense of justice on the subject in the general conduct
of governments. Should the scheme ever enlist Qi,large party in
its support, the fact would indicate a laity of pecuniary
integrity in national _irs, scarcely inferior to Americav
repudiation.

§ 4. Whether the profits of trade may not rightfully be taxed
at a lower rate than incomes derived from interest or rent, is part of
the more comprehensive question, so often mooted on the occasion
of the present income tax, whether life incomes should be subjected
to the same rate of taxation as perpetual incomes : whether ea]aris_
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for example, or annuities, or the gains of professions, should pay the
same percentage as the income from inheritable property.

The existing tax treats all kinds of incomes exactly alike,
taking its ecvenpence (now [1871] fourpence) in the pound, as well
from the person whose income dies with him, as from the landholder,
stockholder, or mortgagee, who can transmit hie fortune undiminished
to his descendants This is a visible injustice: yet it does not
arithmetically violate the rule that taxation ought to be in proportion
to means. When it is said that a temporary income ought to be
taxed less than a permanent one, the reply is irresistible, that it is
taxed less ; for the income which lasts only ten y_rs pays the tax
only ten years, while that which lasts for ever pays for ever. _On
this point some financial reformers are guilty of a great fallaoy.
They contend that incomes ought to be asec_ed to the income tax
not in proportion to their annual amount, but to their capitalized
value: that, for example, if the value of a perpetual annuity of
100L is 3000L, and a life annuity of the same amount, being worth
only half the number of years' purchase could only be sold for 1500/,
the perpetual income should pay twioe as much per cent income
tax as the terminable income ; if the one pays 10La year the other
should pay only 5L But in this argument there is the obvious
oversight, that it values the incomes by one standard and the
payments by another; it capitalizes the incomes, but forgets to
capitalize the payments. An annuity worth _001. ought, it ia
alleged, to be taxed twice as highly as one which is only worth 1500/,
and no assertion can be more unquestionable; but it is forgottez
that the income worth 3000/. pays to the supposed income tax 10/.
a year in perpetuity, which is equivalent, by supposition, to 300/.,
while the terminable income pays the same 10/. only during the life
of its owner, which on the same calculation is a value of 1501., and
could actually be bought for that sum. Already, therefore, the
income which is only half as valuable pays only half as much to tbe
tax ; and if in addition to this its annual quota were reduced from
10l. to 51., it would pay, not half, but a fourth part only of the l=ay-
ment demanded from the perpetual income. To make it just that
the one income should pay only half as much per annum as the other,
it would be necessary that it should pay that half far the same
period, that is, in perpetuity.

J [The rest of this paragraph.Nwlththe exceptionof the last Nntene_
addedin the4th ed.(1857),--winsinsertedin the2rided. (]849L]
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1The rule of payment which this school of financial reformers
contend for would be very proper if the tax were only to be levied
once, to meet some national emergency. On the principle of
requiring from all payers an equal sacrifice, every person who had
anything belonging to him, reversionersincluded, would be called on
for a payment proportioned to the present value of his property.
I wonder it does not occur to the reformersin question, that precisely
because this principle of assessment would be just in the case of a
payment made once for all, it cannot possibly be just for a permanent
tax. When each pays only once, one person pays no oftener than
another ; and the proportion which would be just in that case can-
not also be iust if one person has to make the payment only once,
and the other several times. This, however, is the type of the case
which actually occurs. The permanent incomes pay the tax as much
oftener than the temporary ones, as a perpetuity exceeds the certain
or uncertain length of time which forms the duration of the income for
life or years.

gAll attempts to establish a c]a_min favour of terminable incomes
on numerical grounds--to" make out, in short, that a proportional
tax is not a proportional tax--are manifestly absurd. The claim
does not rest on grounds of arithmetic, but of human wants and
feelings, s It is not because the temporary annuitant has smaller
means, but because he has greater necessities, that he ought to be
assessed at a lower rate.

In spite of the nominal equality of income, A, an annuir_mt of
10001.a year, cannot so well afford to pay 100l. out of it, as B who
derives the same annual sum from heritable property; A having
usually a demand on his income which B has not, namely, to provide
by saving for children or others ; to which, in the case of salaries or
professional gains, must generally be added a provision for his own
later years ; while B may expend his whole income without injury
to his old age, and still have it all to bestow on others after his death.
If A,in order to meet these exigencies, must lay by 300|. of his income,
to take 1001. from him as income tax is to take 100t. from 7001.,
since it must be retrenched from that part only of his means which
he can afford to spend on his own consumption. Were he to throw
it ratably on what he spends and on what he saves, abating 70L

1 [Thisparagraphinsertedin 5th ed. (1862).]
J [Addedin 2nded. (1849).]
z [Addedin 3rd ed. (1852)with "grester wsnta" : olmngedto " gre_t,oI

_oessiti_s" in 5th ed.]
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from his consumption and 30/. from his annual saving, then indeed
his immediate sacrifice would be proportionately the same as B's :
but then his children or his old age would be worse provided for in
consequence of the tax. The capital sum which would be accu-
mnlated for them would be one-tenth less, and on the reduced income

afforded by this reduced capital, they would be a second time
charged with income tax ; while B's heirs would only be charged once.

The principle, therefore, of equality of taxation, interpreted in
its only just sense, equality of sacrifice, requires that a person who
has no means of providing for old age, or for those in whom he is
interested, except by saving from income, should have the tax

remitted on all that part of his income which is really and bond fi_e
applied to that purpose.

1 If, indeed, reliance could be placed on the conscience of the
contributors, or sufficient security taken for the correctness of their
statements by collateral precautions, the proper mode of assessing
an income tax would be to tax only the part of income devoted to
expenditure, exempting that which is saved. For when saved and
invested (and all savings, speaking generally, are invested) it

thenceforth pays income tax on the interest or profit which it brings,
notwithstanding that it has already been taxed on the principal.
Unless, therefore, savings are exempted from income tax, the con-
tributors are twice taxed on what they save, and only once on what
they spend. A person who spends all he receives, pays 7d. in the
pound, or say three per cent, to the tax, and no more ; but ff he

[This paragraph was inserted in the 3rd eel. (1852), in the place of the
following passage which was made a footnote, but disappeared from the 5th
eel (1802) :

" I say really applied, because (as before remarked in the case of an income
not more than sufficient forsubsistence) an exemption grounded on an assumed
necessity ought not to be claimable by any one who practically emancipates
himself from the necessity. One expedient might be, that the Income-Tax
Commissionersshould allow, as a deduction from income, all bomt fidepayments
for insurance on life. This, however, would not provide for the case which
most of all deserves consideration, that of persons whose lives arenot insurable ;
nor would it include the ease of savings made as a provision for age. The
latter case might, perhaps, be mot by allowing as a deduction from income all
payments made in the purchase of deferred annuities; and the former by
remitting income-tax on sums actually settled, and on sums paidinto the hands
of a public offiosr,to be invested in securities, and repaid only to the executor
or administrator : the tax so remitted, with interest from the date of deposit,
being retained (for the prevention of fraud) as a first debt chargeable on the
deposit itself, before other debts could be paid out of it ; but not demanded if
satisfactory proof were given that all debts had been paid from other resources.
[ throw out these suggestions for the consideration of those whose experience
treadersthem adequate judges of practieal di_eulties."]
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saves part of the year's income and buys stock, then in addition to
the three per cent which he has paid on the principal, and which
dimiuishes the interest in the same ratio, he pays three per cent
annually on the interest itself, which is equivalent to an imme_ate
payment of a second three per cent on the principal. So that while
unproductive expenditure pays only three per cent, savings pay six
per cent: or more correctly, three per cent on the whole, and
another three per cent on the remaining ninety-seven. The differ-
enee thus created to the disadvantage of prudence and economy is
not only impolitic but unjust. To tax the sum invested, and
afterwards to tax also the proceeds of the investment, is to tax the
same portion of the contributor's means twice over. The principal

and the interest cannot both together form l_,rt of his resources;
they are the same portion twice counted : if he has the interest, it
is because he abstalnR from using the principal; if he spends the
principal, he does not receive the interest. Yet because he can do
either of the two, he is taxed as if he could do both, and could have

the benefit of the saving and that of the spending, concurrently with
one another.

] It has been urged as an objection to exempting savings fimm
taxation, that the law ought not to disturb, by artificial interference,
the natural competition between the motives for saving and those
for spending. But we have seen that the law disturbs this natural
competition when it taxes savings, not when it spares them ; for,
as the savings pay at any rate the full tax as soon as they are
invested, their exemption from payment in the earlier stage is
necessary to prevent them from paying twice, while money spent
in unproductive consumption pays only once. It has been further
objected, that since the rich have the greatest means of saving,
any privilege given to savings is an advantage bestowed on the rich
at the expense of the poor. I answer, that it is bestowed on them
only in proportion as they abdicate the personal use of their riches;
in proportion as they divert their income from the supply of their
own wants to a productive investment, through which, instead of
being consumed by themselves, it is distributed in wages among
the poor. If this be favouring the rich, I should like to have it
pointed out what mode of assessing taxation can deserve the name
of tavouring the poor.

9No income tax is really just from which savings are not exempted;

I [Th_ paragraph inserted in 5th ed_ (1862).]
, [Here the text again dates f_om the 3rd ed. (1852) down to the propo_d
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and no income tax ought to be voted without that providon, if the
form of the returns, and the nature of the evidence required, couid
be so arranged as to prevent the exemption from being taken frau-
duient advantage of, by saving with one hand and getting into debt
with the other, or by spending in the following year what had been
passed tax-free as saving in the year preceding. If this difficulty
could be surmounted, the dffficulties and complexities arising from
the comparative clalmA of temporary and permanent incomes
would disappear ; for, since temporary incomes have no just claim
to lighter taxation than permanent incomes, except in so far as
their possessors are more called upon to save, the exemption of what

-they do save would fully satisfy the claim. But if no plan can be
devised for the exemption of actual savings, sufficiently free from
liability to fraud, it is necessary, as the next thing in point of justice,
to take into account, in assessing the tax, what the different classes
of contributors o_/_ to save. And there would probably be no
other mode of doing this than the rough expedient of two di_erent
rates of assessment. There would be great difficulty in taking into
account differences of duration between one terminable income and

another ; and in the most frequent case, that of incomes dependent
on life, differences of age and health would constitute such extremB
diversity as it would be impossible to take proper cognizance of.
It would probably be necessary to be content with one uniform rate
for all incomes of inheritance, and another uniform rate for all those
which nece_____y terminate with the ]fie of the individual. In fixing
the proportion between the two rates, there must inevitably be some-
thing arbitrary ; perhaps a deduction of one-fourth in favour of
life-incotnes would be as little objectionable as any which could be
made, it b,_.ingthus assumed that one-fourth of a ]fie-income isj on
the average of all ages and states ot health, a suitable proportion to
be laid by as a provision for successors and/or old age.*

of " two different rotes of mmemment," from which point the tzx_ becomm
that of the original edition (1848).]

* [1862] Mr. Hubbard, the first person who, as a _ legislator, has
attempted the rectification of the income tax on principles of unimpeachable
|ustice, and whose well-conceived plan wantJ little of being as near an approxi-
mation to a just assessment as it is likely that means could be found of carry-
ing into practical effect, proposes a reduction not of a fourth but of a third, in
favour of industrial and professional income& He fixes on this ratio, on the
ground that, independently of allconsideration M to what the industrial and
profe_ional classes ought to save, the attainable evidenec goes to prove that a
third of their income8 is what on an _verage they do save, over and above the
,eIfr_rtion saved by other elsases. " The _vings" (Mr. Hubbard observes)

ted out of incomes derived from invested property are estimated at one.
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Of the net profits of persons in bu_ness, a part, as beforeobeerved.
may be considered as interest on capital, and of a perpetual character,
and the remaining part as remuneration for the skill and labour of
superintendence. The surplus beyond interest depends on the life
of the individual, and even on his continuance in business, and is
entitled to the full amount of exemption allowed to terminable
incomes. 1It has a]eo, I conceive, a just claim to a further amount
of exemption in consideration of its precariousness. An income
which some not unusual vicissitude may reduce to nothing, or even
convert into a loss,is not the same thing to the feelings of thepossessor
as a permanent income of 1000Z.a ycaz, even though on an average

tenth. The savings effected out of industrial incomes are estimated at four.
tenths. The amounts which would be assessed under these two claases being
nearly equal, the adjustment is simplified by striking off one-tenth on either
side, and then reducing by thrce-tenths, or onc.third, the assessable amount
of industrial incomes." Proposed Report (p. xiv. of the Report and E_idenc¢
of the Committee of 1861 ). In such an estimate there must be a large element
of conjecture ; but in so far as it can be substantiated, it affords a valid ground
for the practical conclusion which Mr. Hubbard founds on it.

[1848] Several writers on the subject, including Mr. Mill in his E/em_s of
Political Economy, and Mr. M'Culloch in his work on Toaat/on, have contended
that as much should be deducted as would be su_cient to insure the possessor's
fife for a sum which would give to his successors for ever an income equal to
what he reserves for himself ; since this is what the possessor of heritable pro-
perry can do without saving at all : in other words, that temporary incomes
should be converted into perpetual incomes of equal present value, and taxed
as such. If the owners of life-incomes actually did save this large proportion
of theh income, or even a still larger, I would gladly grant them an exemption
from taxation on the whole amount, since, if practical means could be found
of doing it, I would exempt savings altogether. But I cannot admit that they
have a claim to exemption on the general assumption of their being obliged to
save this amount. Owners of life-incomes are not hound to forego _he enjoy-
ment of them for the sake of leaving to a perpetual line of su 'e_essora an
independent provision equal to their own temporary one ; and no one ever
dreams of doing so. Least of all is it to be required or expected from those
whose incomes are the fruits of personal exertion, that they should leave to
their posterity for ever, without any necessity for exertion, the same incomes
which they allow to themselves. All they are hound to do, even for their
children, is to place them in circumstances in which they will have favourable
shances of earning their own living. To give, however, either to children or to
others, by [_quest, being s legitimate inclination, which these persons cannot
indulge witlzmt laying by a part of their income, while the owners of heritable
property eat ; this real inequality in cases where the incomes themselves
are equal, should be considered, to s reasonable degree, in the adjustment of
taxation, so as to require from both, as nearly as practicable, an equal sacrifice.

I [The remainder of this paragraph dates from the 3rd ed. (1852). In tim
original it was said, "Of the net profits of persons in business one half may
perhaps he considered as interest on capital . . . and the other half as re-
muneration" &o. ; and the paragraph ended thus : " For profits, therefore,
an intermediate rate might be adopted, one half of the net income being
texad on the higher scale and the other half on the lower."]
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of yearn it may yield 100(_. a year. If L_e_incomes were assessed at
three-fourths of their amount, the profits of businees, after deducting
interest on capital, should not only be assessed at three-fourths,
but should pay, on that assessment, a lower rate. Or perhaps the
claims of justice in this respect might be sufficiently met by allowing
the deduction of a fourth on the entire income: interest included.

These are the chief cases, of ordinary occurrence, in which any
difficulty arises in interpreting the maxim of equality of taxation.
The proper sense to be put upon it, as we have seen in the preceding
example, is, that people should be taxed, not in proportion to what
they have, but to what they can afford to spend. It is no objection
to this principle that we cannot apply it consistently to all cases.
A person with a life-income and precarious health, or who has many
persons depending on his exertions, must, if he wishes to provide
for them after his death, be more rigidly economical than one who
has a life-income of equal amount, with a strong constitution, and
few claims upon him ; and if it be conceded that taxation cannot
accommodate itself to these distinctions, it is argued that there is no
use in attending to any distinctions, where the absolute amount of
income is the same. But the difficulty of doing perfect justice is no
reason against doing as much as we can. Though it may be a hard-
ship to an annuitant whose life is only worth five years' purchase, to
be allowed no greater abatement than is granted to one whose life
is worth twenty, it is better for him even so, than if neither of them
were allowed any abatement at all)

| 5. Before leaving the subject of Equality of Taxation, I must
remark that there are cases in which exceptions may be made to it,

consistently with that equal justice which is the groundwork of the
rule. Suppose that there is a kind of income which constantly
tends to increase, without any exertion or sacrifice on the part of the
owners : those owners constituting a class in the community., whom
the natural course of things progressively enriches, consistently
with complete passiveness on their own part. In such a case it

t [Between the last reviJion of this chapter and the present edition
(1909), important changes have been made in the Incom_ Tax :--

(1) The extension of the system of abatements has made the tax in effect
progressive up to incomes of £700.

($) It has been made allowable to deduct life insurance premiuml actuall_
paid, up to one sixth of the income.

($) Adistinction has been introduced between "earned" and "unearned"
incomea, and a lower rate charged on the former. See Appendix Eh].
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would be no violation of the principles on which private property il
grounded, if the state should appropriate this increase of wealth, or
part of it, as it arises. This would not properly be taking anything
from anybody ; it would merely be applying an accession of wealth,
created by circnmRtances,to the benefit of society, instead of allowing
it to become an unearned appendage to the richesof a particular

Now this is actually the case with rent. The ordinary progress
of a society which increases in wealth is at all times tending to
augment the incomes of landlords; to give them both a greater
amount and a greater proportion of the wealth of the community, in-
dependently of any trouble or outlay incurred by themselves. They
g_ow richer, as it were in their sleep, without working, risking, or
economizing. What claim have they, on the general principle of
social justice, to this accession of fiches Y In what would they
have been wronged if society had, from the beginning, reserved
the right of taxing the spontaneous increase of rent, to the highest
amount required by financial exigencies Y I admit that it would be
unjust to come upon each individual estate, and lay hold of the
increase which might be found to have taken place in its rental;
because there would be no means of distinguishin_ in individual
cases between an increase owing solely to the general circumstances
of society, and one which was the effect of skill and expenditure
on the part of the proprietor. The only admissible mode of pro-
ceeding would be by a general measure The first step should be •
valuation of all the laud in the country. The present value of all
land should be exempt from the tax; but after an interval had
elapsed, during which society had increased in population and
capital, a rough estimate might be made of the spontaneous increase
which had accrued to rent since the valuation was made. Of this
the average price of produce would be some criterion : if that had
risen, it would be certain that rent had increased, and (as already
shown) even in a greater ratio than the rise of price. On this and
other data, an approximate estimate might be made, how much
value had been added to the land of the country by natural causes ;
and in laying on a general land-tax, which for fear of miscalculation
should be considerably within the amount thus indicated, there
would be an asstu_uce of not touching any increase of income which
might be the result of capital expended or industry exerted by the
proprietor.

But though there could be no question as to the justice of taxing
the increase of rent, if society had avowedly reserved the right, hu
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not society waived that right by not exercising it T In England,
for example, have not all who bought land for the last century or
more, given value not only for the existing income, but for the
prospects of increase, under an implied assurance of being only
taxed in the same proportion with other incomes ? This objection, in
so farsa valid, has a different degree of validity in different countries ;
depending on the degree of desuetude into which society has allowed
a right to fall, which, as no one can doubt, it once fully possessed.
In most countries of Europe, the right to take by taxation, as exigency
might require, an indefinite portion of the rent of land, has never
been allowed to slumber. In several parts of the Continent, the
land-tax forms a large proportion of the public revenues, and has
always been confessedly liable to be raised or lowered without
reference to other taxeL In these countries no one can pretend to
have become the owner of land on the faith of never being cared
upon to pay an increased land-tax. In England the land-tax has
not varied since the early part of the last century. The Last act of
the legislature in relation to its amount, was to diminish it; and
though the subsequent increase in the rental of the country has been
immense not only from agriculture, but from the growth of towns
and the increase of buildings, the ascendency of landholders in the
legislature has prevented any tax from being imposed, as it so instly
might,upon the very largeportionof thisincreasewhich was un-
earned,and, as it were, accidental For the expectationsthus

raised,itappearsto me thatan amply sufficientallowanceismade,

ffthe whole increaseofincome which has accruedduringthislong

periodfrom a mere naturallaw, withoutexertionor sacrifice,is

heldsacredfrom any peculiartaxation.From thepresentdate,or
any subsequenttime atwhich thelegislaturemay thinkfittoassert

the principle,I seeno objectiontodeclaringthat the futureincre-

ment of rentshouldbe liabletospecialtaxation; indoingwhich

all iniustice to the landlords would be obviated if the present
market-price of their land were secured to them ; since that includes
the present value of all future expectations. With reference to such
a tax, perhaps a safer criterion than either a _ of rents or a rise
of the price of corn, would be a general rise in the price of land. It
would be easy to keep the tax within the amount which would reduce
the market value of land below the original valuation : and up to
that point,whatever the amount ofthe tax might be,no injustice

would be done to the propristoral

s [See Appendix FF. Tke Tazu_m_ of LamdL]



s_o BOOK V. CHAPTEE IL | 6

§ 6. But whatever may be thought of the legitimacy of making
the State a sharer in all future increase of rent from natural causes,

the existing land-tax (which in this country unfortunately is very
small) ought not to be regarded as a tax, but as a rent-charge in
favour of the public ; a portion of the rent, reserved from the be-
ginning by the Star which has never belonged to or formed part
of the income of the landlords, and should not therefore be counted
to them as part of their taxation, so as to exempt them from their
fair share of every other tax. As well might the tithe be regarded
as a tax on the landlords: as well, in Bengal, where the State,
though entitled to the whole rent of the land, gave away one-tenth
of it to individuals, retaining the other nine-tenths, might those
nine-tenths be considered as an unequal and unjust tax on the
grantees of the tenth. That a person owns part of the rent, does
not make the rest of it his just right, injuriously withheld from
him. The landlords originally held their estates subject to feudal
burthens, for which the present land-tax is an exceedingly small
equivalent, and for their relief from which they should have been
required to pay a much higher price. All who have bought land
since the tax existed have bought it subject to the tax. There is
not the smallest pretence for loo]_ng upon it as a payment exacted
from the existing race of landlords.

These observations are applicable to a land-tax, only in so far
as it is a peculiar tax, and not when it is merely a mode of levying
from the landlords the equivalent of what is taken from other
classes. In France, for example, there are [1848] peculiar taxes on
other kinds of property and income (the mob_r and the _a/_/e) ;
and supposing the land-tax to be not more than equivalent to these s
there would be no ground for contending that the state had reserved
to itself a rent-charge on the land. But wherever and in so far as
income derived from land is prescriptively subject to a deduction
for public purposes beyond the rate of taxation levied on other
incomes, the surplus is not properly taxation, but a share of the
prop,_rty in the soil reserved by the state. In this country there
are no peculiar taxes on other classes, corresponding to, or intended
to countervail, the land-f_x. The whole of it, therefore, is not
taxation, but a rent-charge, and is as if the state had retained, not a
portion of the rent, but a portion of the land. It is no more a burthen
on the landlord, than the share of one joint tenant is a burthen on
the other. The landlords are entitled to no compensation for it_
nor have they any claim to its being allowed for, as part of thei_
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mxea Its continuance on the existing footing is no infringement

of the principle of Equal Taxation.*
We shall hereafter consider, in treating of Indirect Taxation,

how far, and with what modifications, the rule of equality is applic-
able to that department.

§ 7. In addition to the precerlln_ rules, another general rule of
taxation is sometimes laid down, namely, that it should fall on
income, and not on capital. That taxation should not encroach
upon the amount of the national capital, is indeed of the greatest
importance ; but this encroachment, when it occurs, is not so much
a consequence of any particular mode of taxation, as of its excessive
amount. Over-taxation, carried to a sufficient extent, is quite

capable of ruining the most industrious community, especially
when it is in any degree arbitrary, so that the payer is never certain
how much or how little he shall be allowed to keep ; or when it is
so laid on as to render industry and economy a bad calculation.
But if these errors be avoided, and the amount of taxation be not

greater than it is at present even in the most heavily taxed country
of Europe, there is no danger lest it should deprive the country of a
portion of its capital.

To provide that taxation shall fall entirely on income, and not
at all on capital, is beyond the power of any system of fiscal arrange-
ments. There is no tax which is not partly paid from what would
otherwise have been saved; no tax, the amount of which, if remitted,

would be wholly employed in increased expenditure, and no part
whatever laid by as an additional capital. All taxes, therefore, are
in some sense partly paid out of capital ; and in a poor country it
is impossible _o impose any tax which will not impede the increase
of the national wealth. But in a country where capital abounds,

and the spirit of accumulation is strong, this effect of taxation is
scarcely felt. Capital having reached the stage in which, were it
not for a perpetual succession of improvements in production, any
further increase would soon be stopped--and having so strong a
tendency even to outrun those improvements, that profits are only
kept above the minimum by emigration of capital, or by a periodical

* [1849] The same remarks obviously apply to those local taxes, of the
peculiar pressure of which on landed property so much has been said by the
remnant of the Protectionists. As much of these burthens as is of old standing,
ought to be regarded as a prescriptive deduction or reservation, for public

of a portion of the rent. And any recent additions have either been
incurredfor the benefit of the ownersof landed property,or occasioned by their
fault : in neither ease giving them any Just ground of complaint.



sweep called a commercial crisis ; to take from capital by taxation
what emigration would remove, or a commercial crisis destroy, is
only to do what either ol those causes would have done, namely, to
make a clear space for further saving.

I cannot, therefore, attach any importance, in a wealthy country,
to the objection made against taxes on legacies sad inheritances,
that they are taxes on capital. It is perfectly true that they are so.
As Ricardo observes, if 1001. are taken from any one in a tax on
houses or on wine, he will probably save it, or a part of it, by living
in a cheaper house, consuming less wine, or retrenching from some
other of his expenses; but if the same sum be taken from him
because he has received a legacy of 1000l., he considers the legacy as
only 900/., and feels no more inducement than at any other time
(probably feels rather less inducement) to economize in his expendi-
ture. The tax, therefore, is wholly paid out of capital : and there
are countries in which this would be a serious objection. But in
the first place, the argument cannot apply to any country which
has a national debt, and devotes any portion of revenue to paying
it off; since the produce of the tax, thus applied, still remains
capital, and is merely transferred from the tax-payer to the fund-
holder. But the objection is never applicable in a country which
increases rapidly in wealth. The amount which would be derived,
even from a very high legacy duty, in each year, is but a small
fraction of the annual increase of capital in such a country ; and its
abstractionwould but make room for saving to an equivalent amount:
while the effect of not taking it, is to prevent that amount of saving,
or cause the savings, when made, to be sent abroad for investment.
A country which, llke England, accumulates capital not only for
itself, but for half the world, may be said to defray the whole of its
public expenses from its overflowings ; and its wealth is probably
at this moment as great as if it had no taxes at all. What its taxes
really do is, to subtract from its means, not of production, but of
enjoyment; since whatever any one pays in taxes, he could, if it
were not taken for that purpose, employ in indulging his ease, or
in gratifying some want or taste which at present remains mz-
satisfied.



CHAPTER III

OF DIRECT TAXES

| |. Tsx_s are either direct or indirect. A direct tax is ons
which is demanded from the very persons who, it is intended or
desired, should pay it. Indirect taxes are those which are demanded
from one person in the expectation and intention that he shall'in-
demnify hlmael| at the expense of another: such as the excise or
customs. The producer or importer of a commodity is called upon
to pay a tax on it, not with the intention to levy a peculiar con-
tribution upon him, but to tax through him the consumers of the
commodity, from whom it is supposed that he will recover the
amount by means of an advance in price.

Direct taxes are either on income, or on expenditure. Most
taxes on expenditure are indirect, but some are direct, being im-
posed not on the producer or seller of an article, but immediately
on the consumer. A house-tax, for example, is a direct tax on
expenditure, if levied, as it usually is, on the occupier of the house.
If levied on the builder or owner, it would be an indirect tax. A
window-tax is a direct tax on expenditure ; so are the taxes on horses
and carriages, and the rest of what are called the a_essed taxe_

The sources of income are rent, profits, and wages. This in-
cludes every sort of income, except gift or plunder. Taxes may be
laid on any one of the three kind8 of income, or an uniform tax on
all of them. We will consider these in their order.

| 2. A tax on rent falk wholly on the landlord. There are no
means by which he can shift the burthen upon any one eke. It
does not affect the value or price of agricultural produce, for this is
determined by the cost of production in the most unfavourable
circ,lmstances, and in those circnmAtance_ as we have so often
demonstzated, no rent is paid. A tax on rent, therefore, has no
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e_ect, other than its obvious one. It merely takes so much from
the landlord, and transfers it to the state.

This, however, is, in strict exactness, o_ly true of the rent
which is the result either of natural causes, or of improvements

made by tenants. When the landlord makes improvements which
increase the productive power of his land, he is remunerated for them
by an extra payment from the tenant ; and this payment, which to
the landlord is properly a profit on capital, is blended and con°
founded with rent ; which indeed it really is, to the tenant, and in
respect of the economical laws which determine its amount. A tax
on rent, if extending to this portion of it, would discourage landlords
from making improvements : but it does not follow that it would
raise the price of agricultural produce. The same improvements
might be made with the tenant's capital, or even with the land-
lord's if lent by him to the tenant ; provided he is willing to give
the tenant so long a lease as will enable him to indemnify himself
before it expires. But whatever hinders Improvements from being
made in the manner in which people prefer to make them, will often
prevent them from being made at all : and on this account a tax
on rent would be inexpedient, unless some means could be devised of

excluding from its operation that portion of the nominal rent which
may be regarded as landlord's profit. This argument, however,
is not needed for the condemnation of such a tax. A peculiar tax
on the income of any class, not balanced by taxes on other classes,
is a violation of justice, and amounts to a partial confiscation. I
have already shown grounds for excepting from this censure a tax
which, sparing existing rents, should content itself with appropriating
a portion of any future increase arising from the mere action of
natural causes. But even this could not be justly done, without
offering as an alternative the market price of the land. In the case
of a tax on rent which is not peculiar, but accompanied by an
equivalent tax on other incomes, the objection grounded on ita
reaching the profit arising from improvements is less applicable:
since, profits being taxed as well as rent, the profit which assumes
the form of rent is liable to its share in common _itll other profits ; 1
but since profits altogether ought, for reasons formerly stated, to
be taxed somewhat lower than rent properly so called, the objection
is only diminished, not _emoved.

§ 3. A tax on profits, like a tax on rent, must, at least in its

I [Remaining words of the paragraph added in 4th ed. (1857).]
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hnmedlate operation, fall wholly on the payer. All profits being
alike affected, no relief can be obtained by a change of employment.
If a tax were laid on the profits of any one branch of productive

employment, the tax would be virtually an increase of the cost of
production, and the value and price of the article would rise accord-
lug]y ; by which the tax would be thrown upon the consumers of
the commodity, and would not affect profits. But a general and
equal tax on all profits would not affect general prices, and would
fall, at least in the first instance, on capitalists alone.

There is, however, an ulterior effect, which, in a rich and prosper-
ons country, requires to be taken into account. When the capital
accumulated is so great and the rate of annual accumulation so
rapid, that the country is only kept from attaining the stationary
state by the emigration of capital, or by continual improvements in
production; any circumstance which virtually lowers the rate of
profit cannot be without a decided influence on these phenomena.
It may operate in different ways. The curtailment of profit, and
the consequent increased difficulty in making a fortune or obtaining
a subsistence by the employment of capital, may act as a stimulus
to inventions, and to the use of them when made. If improvements
in production are much accelerated, and if these improvements
cheapen, directly or indirectly, any of the things habitually con-
sumed by the labourer, profits may rise, and rise sufficiently to make
up for all that is taken from them by the tax. In that case the
tax will have been realized without loss to any one, the produce of
the country being increased by an equal, or what would in that case
be a far greater, amount. The tax, however, must even in this case
be considered as paid from profits, because the receivers of profits
are those who would be benefited if it were taken off.

But though the artificial abstraction of a portion of profits
would have a real tendency to accelerate improvements in pro-
duction, no considerable improvements might actually result, or
only of such a kind as not to raise general profits at all, or not to
raise them so much as the tax had ¢liminished them. If so, the rate

of profit would be brought closer to that practical minimum to
which it is constantly approaching : and this diminiRhed return to
capital would either give a decided check to further accumulation,
or would cause a greater proportion than before of the annual in-
crease to be sent abroad, or wasted in unprofitable speculations. At
its first imposition the tax falls wholly on profits : but the amount
of increase of capital, which the tax prevents, would, if it had been
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allowed to continue, have tended to redure profits to the
level ; and at every period of ten or twenty years there will be
found less difference between profits as they are, and profits as
they would in that cue have been : until at last there is no difference,

and the tax is thrown either upon the labourer or upon the landlord.
The real effect of a tax on profits is to make the country po_e_ at
any given period, a smaller capital and a amaUer aggregate pro-
duction, and to make the stationary state be attained earlier, and
with a smaller sum of national wealth. It is possible that a tax on
profits might even dimi_sh the existing capital of the country. If
the rate of profit is already at the practical minimum, that is, at the
point at which all that portion of the annual increment which would

tend to reduce profits is carried off either by exportation or by specu-
|ation ; then if a tax is imposed which reduces profits still lower, the
same causes which previously carried off the increase would pro-
bably carry off a portion of the existing capital. A tax on profits is
thus, in a state of capital and accumulation like that in England,
extremely detrimental to the national wealth. And this effect is not
confined to the case of a peculiar, and therefore intrinsically unjust,
tax on profits. The mere fact that profits have to bear their share
of a heavy general taxation, ten&, in the same manner as a peculiar
tax, to drive capital abroad, to stimulate imprudent speculations
by diminishing safe gains, to discourage further accumulation, and
to accelerate the attainment of the stationary state. This is thought
to have been the principal cause of the decline ot_Holland, or rather
of her having ceased to make progress.

Even in countries which do not accumulate so fast as to be

always within a short interval of the stationary statej it seema im-
possible that. if capital is accumulating at all, its accumulation
should not be in some degree retarded by the abstraction of a portion
of its profit ; and unless the effect in stimulating improvements be
a full counter-balance, it is inevitable that a part of the burthen
will be thrown off the capitalist, upon the labourer or the landlord.
One or other of these is always the loser by a diminished rate of
accumulation. If population continues to increase as before, the
labourer suffers : if not, cultivation is checked in its advance, and
the landlords lose the accession of rent which would have accrued

to them. The only countries in which a tax on profits seems likely
to be permanently a burthen on capitalists exclusively, are those
in which capital is stationary, because there is no new accumulation
In such countries the tax might not prevent the old capital from
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being kept up through habit, or from unwillingness to submit to
impoverishment, and so the capitalist might continue to bear the
whole of the tax. It is seen from these considerations that the effects

of a tax on profits are much more complex, more various, and in
some points more uncertain, than wzitem on the subject have
Commonly mlpposed.

§ 4. We now turn to Taxes on Wages. The incidence of these
h very different, according as the wages taxed are those of ordinary
unskilled labour, or are the remuneration of such skilled or privileged
employments, whether manual or intellectual, as are taken out of
the sphere of competition by a natural or conferred monopoly.

I have already remarked, that in the present low state of popular
education, all the higher grades of mental or educated labour are at
a monopoly price; exceeding the wages of common workmen in
a degree very far beyond that which is due to the expense, trouble,
and loss of time required in qualifying for the employment. Any
tax levied on these gains, which still leaves them above (or not
below) their just proportion, falls on those who pay it ; they have n6
means of relieving themselves at the expense of any other class. The
same thing is true of ordinary wages, in cases like that of the United
States, or of a new colony, where, capital increasing as rapidly as
population can increase, wages are kept up by the increase of
capital, and not by the adherence of the labourers to a fixed standard
of comforts. In such a case some deterioration of their condition,

whether by a tax or otherwise, might possibly take place without
checking the increase of population. The tax would in that case
fall on the labourers themselves, and would reduce them prematurely
to that lower state to which, on the same supposition with regard
to their habits, they would in any case have been reduced ultimately,
by the inevitable diminution in the rate of increase of capital,
through the occupation of all the fertile land.

Some will object that, even in this case, a tax on wages cannot
be detrimental to the labourers, since the money raised by it, being

expended in the country, comes back to the labourers again through
the demand for labour. The fallacy, however, of this doctrine has
been so completely exhibited in the First Book,* that I need do little
more than refer to that exposition. It was there shown that funds
expended unproductively have no tendency to raise or keep up
wages, unless when expended in the direct purchase of labour. It

* Supra, Pl_ 79-4_
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the government tooka tax ofa shillinga week Izom everylabourer,

and laiditMl out in hiringlabourersfor militaryservice,publio

works,orthe like,itwould,no doubt,indemnifythe labourersas a
classforallthat the tax took from them. That would reallybe

"spending the money among the people." But ifitexpended the

whole inbuying goods,orin_ddingtothesalariesofemploy_swho

bought goodswith it,thiswould notincreasethedemand forlabour,

or tend to raisewages. Without, however, revertingto general

principles,we may relyon an obviousr,&_tioad ab_rdum. If

to take money from the labourersand spend itin commoditiesis

givingitback to the labourers,then,to take money from other

classes,and spend itinthe same manner,must be givingittothe
labourers;consequently,the more a government takesin taxes,

the greaterwillbe thedemand forlabour,and the more opulentthe

conditionofthelabourers.A propositiontheabsurdityofwhichno
one can failtosee.

In the conditionofmost communities,wages are regulatedby

the habitualstandardof livingtowhich the labourersadhere,and

on lessthan which they willnot multiply. Where there exists

such a standard,a tax on wages willindeedfora time be borneby
the labourersthemselves; but unlessthistemporary depressionhas

the effectofloweringthestandarditself,theincreaseofpopulation

willreceivea check,which willraisewages,and restorethelabourers

totheirpreviouscondition.On whom, inthiscase,willthetax fall?

Accordingto Adam Smith, on the community generally,in their
characterofconsumers; sincetheriseofwages,he thought,would

raisegeneralprices.We have seen,however, that generalprices

depend on othercauses,and areneverraisedby any circumstance
which affectsallkinds of productiveemployment in the same

manner and degree. A riseof wages occasionedby a tax,must,

likeany otherincreaseofthecostoflabour,be defrayedf_om profits.

To attempt to tax day-labourers,in an old country,ismerely to

impose an extratax upon allemployersofcommon labour; unless

the tax has the much worse effectof permanently loweringthe
standard of comfortablesubsistencein the minds of the poorest
class.

We findin theprecedingconsiderationsan additionalargument

forthe opinionalreadyexpressed,thatdirecttaxationshouldstop

shortoftheclassofincomeswhich do not exceedwhat isnecessary

for healthfulexmtence. These very small incomes are mostly

derivedfrommanual labour; and,aswe now see,any taximposedon
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these either permanently degrades the habits of the labouring class
or _lls on profits and burthens capitalists with an indirect tax, in

addition to their share of the direct taxes ; which is doubly objec-
uonable, both as a violation of the flmdamental rule of equality,
and for the reasons which, as already shown, render a peculiar tax
on profits detrimental to the public wealth, and consequently to the
means which society possesses of paying any taxes whatever.

§ 5. We now pass, from taxes on the separate kinds of income
to a tax attempted to be assessed fairly upon all kinds ; in othe_
words, an Income Tax. The discussion of the conditions necessary
for making this tax consistent with justice, has been anticipated in
the last chapter. We shall suppose, therefore, that these conditions
are complied with. They are, first, that incomes below a certain
amount should be altogether untaxed. This minimum should not
be higher than the amount which suttees for the necessaries of the

existing population. The exemption from the present [1857] income
tax of all incomes under 100l. a year, and the lower percentage
formerly levied on those between 100l. and 150l., are only defen-
sible on the ground that almost all the indirect taxes press more
heavily on incomes between 50L and 150/. than on any others
whatever. 1 The second condition is, that incomes above the limit

should be taxed only in proportion to the surplus by which they
exceed the limit, s Thirdly, tllat all sum_ saved from income and
invested, should be exempt from the tax: or if this be found
impracticable, that life incomes, and incomes from business and
professions, should be less heavily taxed than inheritable incomes,
in a degree as nearly as possible equivalent to the increased need
Of economy arising from their terminable char_ter: allowance

being also made, in the ease of variable incomes, for their p_zio
ousneSSo

An income-tax, fairly assessed on these principles, would be,
in point of justice, the least exceptionable of all taxes. Tbs, objection
to it, in the present low state of public morality,s is the impossibility
of ascertaining the real incomes of the contributors. The supposed

1 [So since the 4th ed. (1857_" The original ran : "on the ground that
some taxes on necessaries are still kept up, and that almost all the existing taxes
on indulgenoes press more heavily " &e.]

= [The third condition wu altered in its wording in the 3rd ed. (1P52), to
give efleot to the arguments introduced in that edition in the preceding chapter.]

s [So ldnce the 3rdod. The original ran : " The objection to it, which, with
muoh regret I zannot help regarding as insuperable " &c.]
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hardship of compelling people to di_loeo tim amount of their
incomes, ought not, in my opinion, to count for much. One o! the
social evils of taxis country is the practice, amounting to a custom,
of maintaining, or attempting to maintain, the appearance to the
world of a larger income thee is pommased ; and it would be far better
for the interest of those who yield to this weakne_, if the extent

of their means were universally and exactly known, and the tempta-
tion removed to expending more than they can afford, stinting real
wants in order to make a false show externally. At the same
time, the reason of the case, even on this point, is not so exclusively
on one side of the argument am is sometimes supposed. So long as
the vulgar of any country are in the debased state of mind which this
national habit preenppose_ _o long as their respect (if such a
word can be applied to it) is proportioned to what they suppose to
be each person's pecuniary means--it may be doubted whether
anything which would remove all uncertainty as to that point, would
not considerably increase the presumption and arrogance of the
vulgar rich, and their insolence towards those above them in mind
and character, but below them in fortune.

Nota_ithstanding, too, what is called the inquisitorisd nature ot
the tax, no amount of inqulaitorial power which would be tolerated
by a people the most disposed to submit to it, could enable the
revenue officers to a_em the tax from actual knowledge of the
cireumRtances of contributors. Rents, salaries, annuities, and ah

fixed incomes, can be exactly ascertained. But the variable gains
of profe_ions, and still more the profits of business, which the
person interested cannot always kimseff exactly ascertain, can still
less be estimRted with any approach to fairness by a tax-collector.
The main reliance must be placed, and always has been placed, on
the returns made by the person himself. No production of accounta
is of much avail, except against the more flagrant cases of falsehood ;
and even against these the check is very imperfect, for if fraud is
intended, false accounts can generally be framed which it will baflte

any means of inquiry possessed by the revenue ciflemm tm dete_t :
the easy resource of omitting entries on the credit side being often
sufficient without the aid of fictitious debts or disbursements.

The tax, therefore, on whatever principles of equality it may be
imposed, is in practice unequal in one of the worst ways_ failing
heaviest on the most conscientioua The unscrupulous succeed iv
evading a great proportion of what they should pay; even

pereous of integrity in their ordinary treama,tione are tempted to
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palter with their consciences, at least to the extent of deciding in
their own favour all points on which the smallest doubt or discussion
could arise : while the strictly voracious may be made to pay more
than the state intended, by the powers of arbitrary assessment
necessarily intrusted to the Commlasioners, as the last defence against
the tax-payer's power of concealment.

It is to be feared, therefore, that the fairness which belongs
to the principle of an income tax, cannot] be made toattach to it
in practice : and that this tax, while apparently the most just of all
modes of raising a revenue, is in effect more uninst than many others
which are pr/md/ade more objectionable_ This consideration would
lead us to concur in the opinion which, until of late, has usually
prevailed--that direct taxes on income ahould be reserved as an
extraordinary resource for great national emergencies, in which
the necessity of a large additional revenue overrules all objectiona

The clit_culties of a fair income tax have elicited a proposition
for a direct tax of so much per cent, not on income, but on expendi-
ture; the aggregate mount of each person's expenditure being
ascertained, as the amount of income now is, from statements
furnished by the contributors themselves. The author of this
suggestion, Mr. Revaus, in a clever pamphlet on the subject,*
contends that the returns which persons would furnish of their
expenditure would be more trustworthy than those which they
now make of their income, inaamuch as expenditure is in its own
astttre more public than income, and false representations of it
more easily detected. He cannot, I think, have sufficiently con-
aldered, how few of the items in the annual expenditure of most
families can be judged of with any approximation to correctness from
the external signs. The only security would still be the voracity
of individuals, and there is no reason for supposing that their
statements would be more trustworthy on the subject of their
expenses than that of their revenues ; especially as, the expenditure
of most persons being composed of many more items than their
income, there would be more scope for concealment and suppremion
in the detail of expenses than even of receipts.

The taxes on expenditure at present in force, either in this or in
other countries, fall only on partie.,tlar kinds of expenditure, and

I [', Cannot" replacingin the _rd eel (1852)"can never" of the origins]
text.]

* A perc_atage_'az o_ Dom_i¢ _:¢pendi_eeto eupply file _hol¢ of flu
/h_/¢ R_venue. By John Revsn_ Publishedby Hatehardin 1847.
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di_er no otherwise _om taxes on commodities than in being paid
directly by the person who consumes or uses the article, instead
of being advanced by the producer or seller, and reimbursed in the
price. The taxes on horses and carriages, on dogs, on servants, axe
all of this nature. They evidently fall on the persons from whom
they are levied--those who used the commodity taxed. A tax of a
similar description, and more important, is a house-tax; which
must be considered at somewhat greater length.

§ 6. The rent of a house consists of two parts, the ground-rent,
and what Adam Smith calls the building-rent. The first is deter-
mined by the ordinary principles of rent. It is the remuneration
given for the use of the portion of land occupied by the house
and its appurtenances ; and varies from a mere equivalent for the
rent which the ground would afford in agriculture to the monopoly
rents paid for advantageous situations in populous thoroughfares.
The rent of the house itself, as distinguished from the ground, is the
equivalent given for the labour and capital expended on the building.
The fact of its being received in quarterly or half-yearly payments
makes no difference in the principles by which it is regulated. It
comprises the ordinary profiton the builder's capital, and an annuity,
sut_cient at the current rate of interest, after paying for all repairs
chargeable on the proprietor, to replace the original capital by the
time the house is worn out, or by the expiration of the usual term
of a building lease.

A tax of so much per cent on the gross rent falls on both rheas
portions alike. The more highly a house is rented, the more it pays
to the tax, whether the quality of the situation or that of the house
itself is the cause. The incidence, however, of these two portions of
the tax must be considered separately.

As much of it as is a tax on building-rent, must ultimately fall
on the consumer, in other words the occupier. For as the profits of
building are already not above the ordinary rate, they would, if the
tax fell on the owner and not on the occupier, become lower than
the profits of untaxed employments, and houses would not be
built. It is probable, however, that for some time after the tax
was first imposed, a great part of it would fall, not on the renter,
but on the owner of the house. A large proportion of the consumers
either could not afford, or would not choose, to pay their former rent
with the tax in addition, but would content themselves with a lowe_
scale of accommodation. Houses therefore would be for a time in
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excem of the demand. The cousequence of such excess, in the case
of most other articles, would be an almost immediate diminution of

the supply : but so durable a commodity as houses does not rapidly
diminish in amount. New buildln_ indeed, of the class for which
the demand had decreased, would cease to be erected, except for
special reasons; but in the meantime the temporary superfluity
would lower rents, and the consumers would obtain perhaps nearly
the same accommodation as formerly for the same aggregate pay-
ment, rent and tax together. By degrees, however, as the existing
houses wore out, or as increase of population demanded a greater
supply, rents would again rise ; until it became profitable to recom-
mence building, which would not be until the tax was wholly
transferred to the occupier. In the end, therefore, the occupier
bears that portion of a tax on rent which falls on the payment
made for the house itself, exclusively of the ground it stands on.

The case is partly different with the portion which is a tax on
ground-rent. As taxes on rent, properly so called, fall on the
landlord, a tax on ground-rent, one would suppose, must fall on the
ground landlord, at least after the expiration of the building lease.
It will not, however, fall wholly on the landlord, unless with the tax

on ground-rent there is combined an equivalent tax on agricultural
rent. The lowest rent of land let for building is very little above
the rent which the same ground would yield in agriculture : since it is
reasonable to suppose that land, unless in case of exceptional circum-
stances, is let or sold for building as soon as it is decidedly worth
more for that purpose than for cultivation. If, therefore, a tax

were laid on ground-rents without being also laid on agricultural
rents, it would, unless of trifling amount, reduce the return from
the lowest ground-rents below the ordinary return from land, and
would check further building quite as effectually as if it were a tax
on building-rents, until either the increased demand of a growing
population, or a diminution of supply by the ordinary causes of
destruction, had raised the rent by a full equivalent for the tax.
But whatever rakes the lowest ground-rents, raises all others, since
each exceeds the lowest by the market value of its peculiar
advantagea 1H, therdore, the tax on ground-rents were a fixed

n [The remainder of _ paragraph, togeth,r with the next, appearedfirst
in the 4th ed. (1857), and the following passage of the origins/(1848) was
removed : "There ill thumno differenoe between the two oomponentelement*
of houme-rent_in rmpeot to the incidenoe of the re& Both alike fall ultimately
on the eeeupier : while, in both alike, ff the oeeupier in oonaequenoereduom

demand by oontenting himaelf with inferior aeoommodation, that i_ if ho
2a
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sum per square foot, the more valuable situations paying no more
than those least in request, this fixed payment would ultin_tely
fall on the occupier. Suppose the lowest gro-_d_-rent to be 10/.
per acre, and the highest 1000/., a tax of 1|. per acre on ground-
rents would ultimately raise the former to ilL, and the latter
consequenfly to 1001/., since the difference of value between the two
situations would be exactly what it was before : the annual pound,
therefore, would be paid by the occupier. But a tax on ground-
rent is supposed to be a portion of a house-tax, which is not a fixed
payment, but a percentage on the rent. The cheapest site, therefore,
being supposed as before to pay ll., the dearest would pay 100/., of
which only the 1|. could be thrown upon the occupier, since the
rent would still be only raised to 1001l. Consequently, 99l. of the
100/. levied from the expensive site would fall on the ground-land-
lord. A house-tax thus requires to be considered in a double
aspect, as a tax on all occupiers of houses, and a tax on ground-rents.

In the vast majority of houses, the ground-rent forms but a
small proportion of the annual payment made for the house, and
nearly all the tax fsll_ on the occupier. It is only in exceptional
cases, like that of the favourite situations in large towns, that the

predominant element in the rent oi the house is the ground-rent ;
and among the very few kinds of income which are fit subjects for
peculiar taxation, these ground-rents hold the principal place, being
the most gigantic example extant of enormous accessions of riches
acquired rapidly, and in many cases unexpectedly, by a few families,
from the mere accident of their possessing certain tracts of land,
without their having themselves aided in the acquisition by the
smallest exertion, outlay, or risk. So far therefore as a house-tax
falls on the ground-landlord, it is liable to no valid objection.

In so far as it fsl|_ on the occupier, if justly proportioned to the
value of the house, it is one of the fairest and most unobjectionable of
al] taxes. No part of a person's expenditure is a better criterlon of
his means, or bears, on the whole, more nearly the same proportion
to them. A house-tax is a nearer approach to a fair income tax
than a direct assessment on income can easily be ; having the
great advantage, that it makes spontaneously all the allowances
which it is so dit_icult to make, and so impractieable to malre exactly,

prefe_ saving his tax from houw_rent to roving it from other parts of his
expenditure, he indirectly lowers ground-rent, or retards its ineres_; just as
• diminished consumption of _,ioulturs] produce, by msJ_ng cult/vs_ion
retrograde, would lower ordinary rent."]
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in assessing an income tax : for if what a person pays in house-rent
is a test of anything, it is a test not of what he possesses, but of
what he thinks he can afford to spend. The equality of this tax
can only be seriously questioned on two grounds. The first is,
that a miser may escape it. This objection applies to all taxes on
expenditure : nothing but a direct tax on income can reach a miser.
But as misers do not now board their treasure, but invest it in

productive employments, it not only adds to the national wealth,
and consequently to the general means of paying taxes, but the
payment claimable from itself is only transferred from the principal
sum to the income a_rwards derived from it, which pays-taxes
as soon as it comes to be expended. The second objection is, that a
person may require a larger and more expensive house, not from
having greater means but f_om having a larger family. Of this,
however, he is not entitled to complain ; since having a large family
is at a person's own choice : and, so far as concerns the public interest,
is a thing rather to be discouraged than promoted.*

A large portion of the taxation of this country is raised by a
house-tax. The parochial taxation of the towns entirely, and of the
rural districts partially, consists of an assessment on house-rent.
The window-tax, which was also a house-tax, but of a bad kind,

operating as a tax on light, and a cause of deformity in building, was
exchanged in 1851 for a house-tax properly so called, but on a
much lower scale than that which existed previously to 1834. It
is to be lamented that the new tax retainA the unjust principle on

* [1852] Another common objection is that large and expensive accommo-
dffitlonis often required, not as a residence, but for business. But it is an
edmittad principle that buildings or portious of buildings occupied exclusively
for business, such as shops, warehouses,or manufactories, ought to beexempted
from house-t_x. The plea that persorw in business may be compelled to live
in situstions, such as the gre_t thorou_f_es of London, where house-rent is
at It monopoly rate, seems to me unworthy of regard: since no one does so
but because the extra profit, whioh he expects to derive from the situation, is
more than an equivalent to him for the extra cost. But in any case, the bulk
of the tax on this extra rent will not fall on him, but on the ground-landlord.

[1848] It has been also objected that house-rent in the rural districts is
much lowe_ than in towns, and lower in some towns and in somerural districts
than in others : so that a tax proportioned to it would have a corresponding
inequality of pressure. To this, however, it may be answered, that in places
where house-rent is low persons of the same amount of income usually live in
larger and better houses, and thus expend in hous_rent more nearly the same
proportion of their incomes than might at first sight appoar. Or if not, the
probability win be, that many of them five in those places precisely because
they are too poor to live elsewhere, and have therefore the strongest claim to
be taxed lightly. In some oases, it is precisely because the peopleare poor that
house-rent remains low.
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which the old house-tax was assessed, and which contributed quite
as much as the eelfmhnees of the middle classes to produce the
outcry against the tax The public were justly scandalized on
learning that residences like Chatsworth or Belvolr were only rated
on an imaginary rent of perhaps 200/. a year, under the pretext
that, owing to the great expense of keeping them up, they could
not be let for more. Probably, indeed, they could not be let even
for that, and if the argument were a fair one, they ought not to
have been taxed at all. But a house-tax is not intended as a tax

on incomesderivedfromhouses,buton expenditureincurredfor
them_ The thingwhichitiswishedtoascertainiswhat a house
coststothepersonwho livesinit,notwhatitwouldbringinifletto
someoneelse.When theoccupierisnottheowner,and doesnot
holdon a repairinglease,therenthe paysisthemeasureofwhat
thehousecostshim : butwhenheistheowner,someothermeasure

must be sought.A valuationshouldbe made ofthehouse,not
atwhatitwouldsellfor,butatwhatwouldbethecostofrebuilding
it,andthisvaluationmightbeperiodicallycorrectedbyanallowance
forwhat ithad lostinvalueby time,or gainedby repairsand
improvements.The amountoftheamendedvaluationwouldform
a principalsum,theinterestofwhich,atthecurrentpriceofthe
publiofunds,wouldformtheannualvalueatwhichthebuilding
shouldbe assessedtothetax.

As incomesbelowa certainmnoant oughtto be exemptfrom
income-tax,sooughthousesbelowa certainvaluefromhouse-tax,
ontheuniversalprincipleofsparingfromalltaxationtheabsolute
necessexiesofhealthfulexistence.In orderthattheoccupiersof

lodgings, as well as of houses, might benefit, as in justice they ought,
by this exemption, it might be optional with the owners to have
every portion of a house which is occupied by a separate tenant
valued and assessed separately, as is now usually the case with
ohambem-



CHAPTER IT

07 TAXESON COMMODITIi_

§ 1. BY taxes on commodities are commonly meant those
which are levied either on the producers or on the carriers or dealers
who intervene between them and the final purchases for consump-
tion. Taxes imposed directly on the consumers of particular com-
modities, such as a house-tax, or the tax in this country on horses
and carriages, might be called taxes on commodities, but are not ;
the phrase being by custom con_ned to indirect taxes--those which
are advanced by one person, to be, as is expected and intended,
reimbursed by another. Taxes on commodities are either on pro-
duction within the country, or on importation into it, or on convey-
ance or sale within it ; and are classed respectively as excise,
customs, or tolls and transit duties. To whichever class they
belong, and at whatever stage in the progress of the community
they may be imposed, they are equivalent to an increase of the
cost of production; ,_ng that term in its most enlarged sense,
which includes the cost of transport and distribution, or, in
common phrase, of bringing the commodity to market.

When the cost of production is increased artificially by a tax,
the ettect is the same as when it is increased by natural causes.
If only one or a few commodities are affected, their value and price
rise, so as to compensate the producer or dealer for the peculiar
burthen ; but if there were a tax on all commodities, exactly pro-
portioned to their value, no such compensation would be obtained :
there would neither be a general rise of values, which is an absu__y,
nor of prices, which depend on caus_ entirely different. There
would, however, as Mr. M'Culloch has pointed out, be a disturbance
of values, some fallin_, others rising, owing to a circumstance, the
effect of which on values and prices we formerly discussed; the
different durability of the capital employed in ditterent occupations.
The grou produce of industry consists of two parts; one portion
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serving to replace the capital consumed, while the other portion k
profit. Now equal capitals in two branches of production must
have equal expectations of profit; but if a greater portion of the
one than of the other is fixed capital, or if that fixed capital is more
durable, there will be a less consumption of capital in the year,
and less will be required to replace it, so that the profit, if absolutely
the same, will form a greater proportion of the annual returns.
To derive from a capital of 1000L a profit of 100L, the one producer
may have to sell produce to the value of ll00L, the other only to
the value of 500|. If on these two branches of industry a tax be
imposed of five per cent ad t_dorem, the last will be charged only
with 25L, the first with 55L; leaving to the one 75L profit, to the
otheronly 45L To equalize, therefore, their expectation of profit, the
one commodity must rise in price, or the other must fall, or both:
commodities made chiefly by immediate labour must rise in value,
as compared with those which are chiefly made by machinery. It
is unnecessary to prosecute this branch of the inquiry any
further.

§ 2. A tax on any one commodity, whether laid on its pro-
duction, i_ importatioa, its carriage from place to place, or its
sale, and whether the tax be a fixed sum of money for a given
quantity of the commodity, or an ad _a/orem duty, will, as a
general rule, raise the value and price of the commodity by
at least the amount of the tax. There are few cases in which

it does not raise them by more than that amount. In the first
place, there are few taxes on production on account of which it
is not found or deemed necessary to impose restrictive regulations
on the manufacturers or dealers, in order to check evasions of the
tax_ These regulations are always sources of trouble and annoyance,
and generally of expense, for all of which, being peculiar dis-
advantages, the producers or dealers must have compensation in
the price of their commodity. These restrictions also frequently
interfere with the processes of manufacture, requiring the producer
to carry on his operations in the way most convenient to the revenue,
though not the cheapest or most e_eient for purposes of production.
Any regulations whatever, enforced by law, make it difficult for
the producer to adopt new and improved process_. Further, the
necessity of advancing the tax obliges producers and dealers to
carry on their business with larger capitals than would otherwise
be neeezsary, on the whole of which they must receive the ordinary
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rate of profit, though a part only is employed in defraying the real
expenses of production or importation. The price of the article must
be such as to afford a profit on more than its natural value, instead
of a profit on only its natural value. A part of the capital of the
country, in short, is not employed in production, but in advances
to the state, repaid in the price of goods ; and the consumers must
give an indemnity to the sellers, equal to the profit which they
could have made on the same capital if really employed in pro-

duction. _ Neither ought it to be forgotten, that whatever renders
a larger capital necessary in any trade or bnslnees limits the corn o
petition in that business ; and, by giving something like a monopoly
to a few dealers, may enable them either to keep up the price
beyond what would afford the ordinary rate of profit, or to obtain
the ordinary rate of profit with a less degree of exertion for improving
and cheapenin_ their commodity. In these several modes, taxes
on commodities often cost to the consumer, through the increased
price of the article, much more than they bring into the treasury
of the state. There is still another consideration. The higher
price necessitated by the tax, almost always checks the demand
for the commodity; and since there are many improvements in
production which, to make them practicable, require a certain
extent of demand, such improvements are obstructed, and many
of them prevented altogether. It is a well-known fact that the
branches of production in which fewest improvements are made
are those with which the revenue officer interferes; and that nothing,
in general, gives a greater impulse to improvements in the production
of a commocUty, than taking off a tax which narrowed the market
for it_

§ & Such are the effects of taxes on commodities, considered
generally; but as there are some commodities (those composing
the necessaries of the labourer) of which the values have an influence
on the distribution of wealth among different classes of the com-
munity, it is requisite to trace the effects of taxes on those particular
articles somewhat farther. If a tax be laid, say on corn, and the

* [1865] It is true, this does not constitute, as •t first sight it appears to
do, • earn of taking more out of the pockets of the people than the state re-
ceives ; sines, ff the state needs the advance, and gets it in this manner, it can
dispense with an equivalent amount of borrowing in stock or exchequer bills.
But it is more economical that the necessities of the state should be supplied
from the disposable capital in the hands of the lendingclam, than byan artifieial
addition to the expenses of one or severel olMsm of prodcoers ordeabm,.
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price rises in proportion to the tax, the rise of price may operate
in two ways. First : it may lower the condition of the labouring
classes; temporarily indeed it can scarcely fail to do so. H it
_imlni_bes their consumption of the produce of the earth, or makes

them resort to a food which the soil produces more abundantly, and
therefore more cheaply, it to that extent contributes to throw hack
agriculture upon more fertile lands or less costly processes, and to
lower the value and price of corn ; which therefore ultlm_tely
settles at a price, increased not by the whole amount of the tax,
but by only a part of its amount. Secondly, however, it may happen
that the dearness of the taxed food does not lower the habitual

standard of the labourer's requirements, but that wages, on the
contrary, through an action on population, rise, in a shorter or
longer period, so as to compensate the labourers for their portion of
the tax ; the compensation being of course at the expense of profits.
Taxes on necessaries must thus have one of two effects. Either

they lower the condition of the labouring classes; or they exact
from the owners of capital, in addition to the amount due to the state
on their own necessaries, the amount due on those consumed by the
labourers. In the last case, the tax on necessaries, like a tax on

wages, is equivalent to a peculiar tax on profits ; which is, like all
other partial taxation, unjust, and is specially prejudicial to the
increase of the national wealth.

It remains to speak of the effect on rent. Ass_lm_g (what is
usually the fact) that the consumption of food is not diminished,
the same cultivation as before will be necessary to supply the wants
of the community ; the margin of cultivation, to use Dr. Chalmers'
expression, remains where it was; and the same land or capital
which, as the least productive, already regulated the value and
price of the whole produce, will continue to regulate them. The
effect which a tax on agricultural produce will have on rent, depends
on its a_ecting or not affecting the difference between the return to
this least productive land or capital, and the returns to other lands
and capitals. Now this depends on the manner in which the tax
is imposed. If it is an _ va/orem tax, or, what is the same thing, a
fixed proportion of the produce, such as tithe for example, it
evidently lowers corn-rents. For it takes more corn from the
better lands than from the worse ; and exactly in the degree in which
they are better ; land of twice the productiveness paying twice as
much to the tithe. _natever takes more from the greater of two
quantities than from the less, di_nishes the di_erence between
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them. The imposition of a tithe on corn would take a tithe also

from corn-rent: for if we reduce a series of numbers by a tenth
ssch, the differences between them are reduced one-tenth.

For example, let there be five qualities of land, which severally
yield, on the same extent of ground, and with the same expenditure,
100, 90, 80, 70, and 60 bushels of wheat ; the last of these being the
lowest quality which the demand for food renders it necessary to
cultivate. The rent of these lands will be as follows :-

The land 1. f will yield
producing f 100 bushek l a rent of j 100-60, or 40 bushels

That producing 90 ,, ,, 90-60, or 30 .
,, 80 ,, ,, 80-60, or 20 ,,
,, 70 ,, ,, 70-60, or 10 ,,
. 60 . . IIO rent.

Now let a tithe be imposed, which takes from these five pieces of
land, 10, 9, 8, 7, and 6 bushels respectively, the fifth quality still
being the one which regulates the price, but returning to the farmer,
after payment of tithe, no more than 54 bushels :-

The land 1 to 90 f will yield } 90 -54, or 36 bushslsproducing_100 bushels reduced ' "La rent of
That

producingj_ 90 . . 81 ,, 81-54, or 27 .
,, 80 ,, . 72 ., 72-54, or 18 .
,, 70 ,, . 63 ,, 63--54, or 9 .

and that producing 60 buahels, reduced to 54, will yield, as before,
no rent. So that the rent of the first quality of land has lost four
bushels ; of the second, three ; of the third, two ; and of the fourth,
one : that is, each has lost exactly one-tenth. A tax, therefore, of

a fixed proportion of the produce, lowers, in the same proportion,
corn-rent.

But it is only corn-rent that is lowered, and not rent estimated in
money, or in any other commodity. For, in the same proportion as
corn-rent is reduced in quantity," the corn composing it is raised in
value. Under the tithe, 54 bushels will be worth in the market
what 60 were before; and nine-tenths will in all cases sell for as

much as the whole ten-tenths previously sold for. The landlords
will therefore be compensated in value and price for what they lose
in quantity ; and will suffer only so far as they consume their rent
in kind, or, after receiving it in money, expend it in agricultural
produce: that is, they only suffer as consumers of agricultural
produce, and in common with all the other consumers. Conaidered

_E2
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as landlords, they have the same income as before; the tithe, therefore,
falls on the consumer, and not on the landlord.

The same effect would be produced on rent, if the tax, instead o|
being a fixed proportion of the produce, were a fixed sum per quarter
orperbushel.A taxwhichtakesa s_mlngforeverybushel,takes
moreabilllngsfromonefieldthanfromanother,justinproportion
asitproducesmorebushels; andoperatesexactlyliketithe,except
thattitheisnotonlythesame proportionon alllands,butisalso
the same proportion at all times, while a fixed sum of money per
bushel will amount to a greatex or a less proportion, according as
corn is cheap or dear.

There are other modes of t_ng agriculture, which would affect
rent differently. A tax proportioned to the rent would fall wholly
on the rent, and would not at all raise the price of corn, which is
regulated by the portion of the produce that pays no rent. A fixed
tax of so much per cultivated acre, without distinction of value,
would have effects directly the reverse. Tak6ng no more from
the best qualities of land than from the worst, it would leave the
differences the same as before, and consequently the same corn-rents,
and the landlords would profit to the fall extent of the rise of price.
To put the thing in another manner ; the price must risesufllcientiy
to enable the worst land to pay the tax; thus enablin_ all lands
which produce more than the worst to pay not only the tax, but
also an increased rent to the landlords. These, however, are not so
much taxes on the produce of land, as taxes on the land itself.
Taxes on the produce, properly so called, whether fixed or ad va/orem_
do not affect rent, but fall on the consumer: profits, howevers
generally bearing either the whole or the greatest part of the portion
which is levied on the consumption of the labouring classea

§ 4. The preceding is, I apprehend, a correct statement of the
manner in which taxes on agricultural produce operate when first
laidon. When, however,theyareofoldstanding,theireffectmay
bedifferent,aswasfirstpointedout,Ibelieve,by Mr.Senior.Iti_
aswe haveseen,an almostinfallibleconsequenceofany reduction
of profits to retard the rate of accumulation. Now the effect
of accumulation, when attended by its usual accompaniment, an
increase of population, is to increase the value and price of food, to
raise rent and to lower profits : that is, to do precisely what is done
by a tax on agricultural produce, except that this does not raise
rent. The tax, therefore, merely anticipates the rise of prico_and fall
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of profits, which would have taken place ultimately through the mere
progress of accumulation ; while it at the same time prevents, or
at least retards, that progress. If the rate of profit was such,
previous to the imposition of a tithe, that the effect of the tithe
reduces it to the practical minimum, the tithe will put a stop to all
further accumulation, or cause it to take place out of the country ;
and the only ef[ect which the tithe will then have had on the consumer
is to make him pay earlier the price which he would have had to pay
somewhat later--part of which, indeed, in the gradual progress of
wealth and population, he would have almost immediately begun to
pay. After a lapse of time which would have admitted oi a rise of

one-tenth through the natural progress of wealth, the consumer will
be paying no more than he would have paid if the tithe had never
existed ; he will have ceased to pay any portion of it, and the person
who will really pay it is the landlord, whom it deprives of the increase

of rent which would by that time have accrued to him At every
successive point in this interval of time, less of the burthen will rest
on the consumer, and more of it on the landlord : and in the ultimate

result the m_nlmu_ of profits will be reached with a smaller capital
and population, and a lower rental, than if the course of thin_ had
not been disturbed by the imposition of the tax. If, on the other
hand, the tithe or other tax on agricultural produce does not reduce
profits to the minimum, but to something above the minimum,

accumulation Hill not be stopped, but only slackened : and if popula-
tion also increases, the two-fold increase Hill continue to produce its
etiect_--a rise of the price of corn, and an increase of rent. These
consequences, however, will not take place with the same rapidity

as if the higher rate of profit had continued. At the end of twenty
years the country Hill have a smaller population and capital than,
but for the tax, it would by that time have had ; the landlords Hill
have a smaller rent; and the price of corn, having increased less
rapidly than it would otherwise have done, Hill not be so much as a
tenth higher than what, if there had been no tax, it would by that
time have become. A part of the tax, therefore, Hill already have
ceased to fall on the consumer, and devolved upon the landlord ;
and the proportion Hill become greater and greater by ]_pse of time.

Mr. Senior illustrates this view of the subject by likening the
effects of tithes, or other taxes on agricultural produce, to those
of natural sterility of soil. If the land of a cmmtry without access
to foreign supplies were suddenly smitten with a permanent deterio-
ration of quality, to an extent which would make a tenth men
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labour necessary to raise the existing produce, the price of corn
would undoubtedly rise one-tenth. But it cannot hence be inferred
that if the soil of the country had from the beginning been one-tenth
worse than it is, corn would at present have been one-tenth dearer

than we find it. It is far more probable, that the mnaller return
to labour and capital, ever since the first settlement of the country,
would have caused in each successive generation a less rapid increase

than has taken place : that the country would now have contained
less capital, and maintained a smaller population, so that, notwith-
standing the inferiority of the soil, the price of corn would not
have been higher, nor profits lower, than at present; rent alone
would certainly have been lower. We may suppose two islands,
which, being alike in extent, in natural fertility, and industrial
advancement, have up to a certain time been equal in population
_nd capital, and have had equal rentals, and the same price of corn.
Let us imagine a tithe imposed in one of these islands, but not in
the other. There will be immediately a difference in the price of
corn, and therefore probably in profits. While profits are not
tending downwards in either country, that is, while improvements
in the production of necessaries fully keep pace with the increase
of population, this difference of prices and profits between the
islands may continue. But if, in the untithed island, capital in-
creases, and population along with it, more than enough to counter-
balance any improvements which take place, the price of corn will
gradually rise, profits will fall, and rent will increase ; while in the
tithed island capital and population will either not increase (beyond
what is balanced by the improvements), or if they do, will increase
in a less degree ; so that rent and the price of corn will either not

rise at all, or rise more slowly. Rent, therefore, will soon be higher
m the untithed than in the tithed island, and profits not so much
higher, nor corn so much cheaper, as they were on the first imposi-
tion of the tithe. These effects will be progressive. At the end
of every ten years there will be a greater difference between the
rentals and between the aggregate wealth and population of the two
islands, and a less difference in profits and in the price of corn.

At what point will these last differences entirely eea_ and the
temporary effect of taxes on agricultural produco= in raiaing the
price, have entirely given place to the ultimate effect, that of

limiting the total produce of the country ? Though the untithed
island is always verging towards the point at which the price of
food would overtake that in the tithed iHland_ its progress towards
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that point naturally slackens as it draws nearer to attaining it;
since--the difference between the two islands in the rapidity of
accumulation depending upon the difference in the rates of profit
--in proportion as these approTimate, the movement which draws
them closer together abates of its force. The one may not actually
overtake the other, until both islands reach the minimum of profits :

up to that point, the tithed island may continue more or less ahead
of the untithed island in the price of corn : considerably ahead if
it is far from the minimum, and is therefore accumulating rapidly ;
very little ahead if it is near the minimum s and accumulating
slowly.

But whatever is true of the tithed and untithed islands in our

hypothetical case, is true of any country having a tithe, compared
with the _me country if it had never had a tithe.

In England the great emigration of capital, and the almost
periodical occurrence of commercial crises through the speculations
occasioned by the habitually low rate of profit, are indications that
profit has attained the practical, though not the ultimate minlmnm;
and that all the savings which take place (beyond what improve-
ments, tending to the cheapening of necessaries, make room for)
are either sent abroad for investment, or periodically swept away.
There can therefore, I thlnl_, be little doubt that if England had
never had a tithe, or any tax on agricultural produce, the price of
corn would have been by this time as high, and the rate of profits

as low, as at present. Independently of the more rapid accumula-
tion which would have taken placeif profitshad not been prematurely
lowered by these imposta ; the mere saving of a part of the capital
whichhas beenwastedinunsuccessfulspeeulations_and thekeeping

at home a part of that which has been sentabroad,would have
been quitesufficientto produce the effect.I think,therefore,
with Mr. Senior,that the tithe,even beforeitscommutation,had

ceasedto be acauseofhighpricesorlow profits,and had become a
mere deductionfrom rent; itsothereffectsbeing,thatitcaused

the countryto have no greatercapital,no largerproduction,and

no more numerous populationthan ifithad been one-tenthless
fertilethan itis; or letus rathersay one-twentieth(considering

how greata portionofthe land ofGreat Britainwas tithe-free).
But though tithesand other taxes on agriculturalproduce,

when of long standing, either do not raise the price of food and

lower profits at all, or, if at all, not in proportionto the tax ; yet
the abrogation of such taxes, when they exist, does not the less
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dimlnkh price, and, in general, raise the rate of profit. The
abolition of a tithe takes one-tenth from the cost of production,
and consequently from the price, of all agricultural produce; and
unless it permanently raises the labourers' requirements, it lowers
the cost of labour, and raises profits. Rent, estimated in money
or in commodities, generally remains as before; estimated in
agricultural produce, it is raised. The country adds as much by
the repeal of a tithe to the margin which intervenes between it
and the stationary state, as is cut off from that margin by a tithe
when first imposed. Accumulation is greatly accelerated ; and if
population also increases, the price of corn immediately begins to
recover itself, and rent to rise ; thus gradually transferring the
benefit d the remission from the consumer to the landlord.

The effects which thus result from abolishing tithe, result equally
from what has been done by the arrangements under the Commuta-
tion Act for converting it into a rent-charge. When the tax, instead
of being levied on the whole produce of the soil, is levied only from
the portions which pay rent, and does not touch any fresh extension
of cultivation, the tax no longer forms any part of the cost of pro-
duction of the portion d the produce which regulates the price of
all the rest. The land or capital which pays no rent can now send
its produce to market one-tenth cheaper. The commutation d
tithe ought therefore to have produced a considerable fall in the
average price of corn. If it had not come so gradually into operation,
and if the price of corn had not during the same period been under
the influence of several other causes of change, the effect would
probably have been markedly conspicuous. As it is, there can
be no doubt that this cirenmstance has had its share in the fall

which has taken place in the cost of production and in the price of
home-grown produce; though the effects of the great agricultural
improvements which have been simultaneously advancing, and of
the free admission of agricultural produce from foreign countries,l
have masked those of the other cause. This fall of price would
not in itself have any tendency injurious to the landlord, since
corn-rents are increased in the same ratio in which the price of corn
is diminished. But neither does it in any way tend to increase
his income. The rent-charge, there_re, which is substituted for
tithe, is a dead loss to ]aim at the expiration of existing leases : and
the commutation d tithe was n_t a mere alteration in the mode

z [The reference to '"free admiiflon," d_,, im_rted in 4th ed. (1857).]
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in which the landlord bore an existing burthen, but the imposition
of a new one ; relief being afforded to the consumer at the expense
of the landlord, who, however, begins immediately to receive
progressive indemnification at the consumer's expense , by the
impulse given to accumulation and population.

§ 5. We have hitherto inquired into the effects of taxes on
commodities, on the assumption that they are levied impartially
on every mode in which the commodity can be produced or brought
to market. Another class of considerations is opened, if we suppose
that this impartiality is not maintained, and that the tax is
imposed, not on the commodity, but on some particular mode of
obtaining it.

Suppose that a commodity is capable of being made by two
diiierent processes ; as a manufactured commodity may be produced
either by hand or by steam-power ; sugar may be made either from
the sugar-cane or from beet-root, cattle fattened either on hay and
green crops, or on oil-cake and the refuse of breweries. It is the
interest of the community that, of the two methods, producers
should adopt that which produces the best article at the lowest
price. This being also the interest of the producers, unless pro-
tected against competition, and shielded from the Penalties of
indolence; the process most advantageous to the community is
that which, if not interfered with by government, they ultimately
find it to their advantage to adopt. Suppose, however, that a tax
is laid on one of the processes, and no tax at all, or one of smaller
amount, on the other. H the taxed process is the one which the
producers would not have adopted, the measure is simply nugatory.
But if the tax falls, as it is of course intended to do, upon the one
which they would have adopted, it creates an artificial motive for
preferring the untaxed process, though the inferior of the two. If,
therefore, it has any effect at all, it causes the commodity to be
produced of worse quality, or at a greater expense of labour ; it
causes so much of the labour of the community to be wasted, and
the capital employed in supporting and remunerating the labour
to be expended as uselessly as if it were spent in hiring men to dig
holes and fill them up again. This waste of labour and capital
constitutes an addition to the cost of production of the commodity,
which raises its value and price in a corresponding ratio, and thus
the owners of the capital are indemni_l. The loss falls on the
consumers; though the capital of the country is also eventually



148 BOOKY. C_APTER IV. | 5

dlmlniA_ed by the diminution of their means of savln__g,and in some
degree, of their inducemente to save.

The kind of tax, therefore, which comes under the general
denomination of a discriminating duty, transgresses the rule that
taxes should take as little as possible from the tax-payer beyond
what they bring into the treasury of the state. A discriminating
duty makes the consumer pay two distinet taxes, only one of which
is paid to the government, and that frequently the leM onerous of
the two. If a tax were laid on sugar produced from the cane,
leaving the sugar from beet-root untaxed, then, in so far as cane sugar
continued to be used, the tax on it would be paid to the treasury,
and might be as unobjectionable as most other taxes ; but if cane
sugar, having previously been cheaper than beet-root sugar, was
now dearer, and beet-root sugar was to any considerable amount
substituted for it, and fields laid out and manufactories established
in consequence, the government would gain no revenue from the
beet-root sugar, while the consumem of it would pay a real tax.
They would pay for beet-root sugar more than they had previously
paid for cane sugar, and the difference would go to inderan_fy
produo_ for a portion of the labour of the country actually thrown

. away, in producing by the labour of (say) three hundred men, what
could be _btained by the other process with the labour of two
hundred.

One of the COmmOnestcases of diecrim_nsting duties, is that
of a tax on theimportation of a commodit_ capable of being pro-
duced at home, unaccompanied by an equivalent tax on the home
production. A commodity is never permanently imported, unless
it can be obtained from abroad at a smaller cost of labour and capital,
on the whole, than il necessary for producing it. If, therefore, by
a duty on the importation, it is rendered cheaper to produce the
article than to import it, an extra quantity of labour and capit_l
is expended, without any extra result. The labour is useless, and
the capital is spent in paying people for laboriously doing nothing.
All custom duties which operate as an encouragement to the home
production of the taxed article, are thus an eminently wasteful mode
of raising a revenue.

This character belongs in a peculiar degree to custom duties on
the produce of land, unless countervailed by excise duties oo the
home preductio_ Such taxes bring less into the public treasury,
compared with what they take from the consumers, than any
other impos_ to which civilized nations are usually iubject. If tim
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wheat produced in a country is twenty millions of quarte_, and
the consumption twenty-one millions, a million being annually
imported, and if on this million a duty is laid which raises the price
ten shillings per quarter, the price which is raised is not that of the
million only. but of the whole twenty-one millions. Taking the
most favourable, but extremely improbable, supposition, that the
importation is not at all checked, nor the home production enlarged.
the state gains a revenue of only half a million, while the consumers
are taxed ten millions and a half ; the ten mil_ons being a contri-
bution to the home growers, who are forced by competition to
resign it all to the landlords. The consumer thus pays to the owners
of land an additional tax equal to twenty times that which he pays
to the state. Let us now suppose that the tax really checks impor-
tation. Suppose importation stopped altogether in ordinary years ;
it being found that the million of quarters can be obtained, by a
more elaborate cultivation, or by breaking up inferior land, at a
less advance than ten shillings upon the previous price--_ay, for
instance, five shillin_qsa quarter. The revenue now obtains nothing,
except f_om the extraordinary imports which may happen to take
place in a season of scarcity. But the consumers pay every year
a tax of five shillings on the whole twenty-one millions of quarter_,
amounting to 5_ millions sterling. Of this the odd 250,0001. goes
to compensate the growers of the last million of quarters for the
labour and capital wasted under the compulsion of the law. The
zemaining five millions go to enrich the landlords as before.

Such is the operation of what are technically termed CornLaws,
when first laid on; and such continues to be their operation, so
long as they have any effect at all in raising the price of corn. But
I am by no means of opinion that in the long run they keep up either
prices or rents in the degree which these considerations might lead
us to suppose. What we have said respecting the effect of tithes
and other taxes on agricnltnral prodttce, applies in a great degree
to corn laws : they anticipate artificially a rise of price and of rent,
which would at all events have taken place through the increase of
population and of production. The difference between a country
without corn laws, and a country which has long had corn laws, is
not so much that the last has a higher price or a larger rental, but
that it has the same price and the same rentalwith a smaller aggregate
eapitel and a smaller population. The imposition of corn laws
raises rents, but retards that progress of scoumulation which would
in no long period have rsisecl them fully as much. The repeal of
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corn laws tends to lower rents, but it unchains a force which, in
a progressive state of capital and population, restores and even
increases the former amount. There is every reason to expect that
under the virtually free importation of agricultural produce, st
last exturt_ from the ruling powers of this country, the price of
food, if population goes on increasing, will gradually but steadily
rise ; though this effect may for a time be postponed by the strong
current which in this country has set in (and the impulse is exten_in_
itself to other countries) towards the improvement of agricultural
science, and its increased application to practice.

What we have said of duties on importation generaJ]y, is equally
applicable to discriminating duties which favour importation from
one place or in one particular man_er, in contradistinction to
others : such ae the preference given to the produce of a colony, or
of a country with which there is a commercial treaty : or the higher
duties formerly imposed by our navigation laws on goods imported
in other than British shipping. Whatever else may be alleged in
favour of such distinctions, whenever they are not nugatory, they

are economically w_steful. They induce a resort to a more costly
mode of obtaining a commodity, in lleu of one less costly, and thus

cause a portion of the labour which the country employs in providing
itself with foreign commodities, to be sacrificed without return.

§ 6. There is one more point relating to the operation of taxes
on commodities conveyed from one country to another, which
requires notice : the influence which they exert on international
exchanges. Every tax on a commodity tends to raise its price, and
consequently to lessen the demand for it in the market in which
it is sold. All taxes on international trade tend, therefore, to
produce a disturbance and a readjustment of what we have termed
the Equation of International Demand. This consideration leads
to some rather curious consequences, which have been pointed out
in the separate essay on International Commerce, already several
times referred to in this treatise.

Taxes on foreign trade are of two kinds--taxes on imports, and
on exports. On the first aspect of the matter it would seem that
beth these taxes are paid by the consumers of the commodity ;
that taxes on exports consequently fall entirely on foreigners, taxes
on imports wholly on the home consumer. The true state of the
case, however, is much more complicated.

" By t_ug exports, we may, in certain circnm_tances, produce
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s division of the advantage of the trade more favourable to oumelves.
In some cases we may draw into our coffers, at the expense of
foreigners, not only the whole tax_ but more than the tax : in other
cases, we should gain exactly the tax; in others, less than the tar.
In this last case, a part of the tax is borne by ourselves : possibly the
whole, possibly even, as we shall show, more than the whol¢_"

Reverting to the supposititious case employed in the Essay, of a
trade between Germany and England in broadcloth and linen,
"suppose that England taxes her export of cloth, the tax not being
supposed high enough to induce Germany to produce cloth for
herself. The price at which cloth can be sold in Germany is
augmented by the tar. This will probably diminish the quantity
consumed. It may diminish it so much that, even at the increased
price, there will not be required so great a money value as before.
Or it may not dimlui_ it at aft, or so little, that in consequc_.ce of
the higher price, so great a money value will be purchased thafi
before. In this last case, England will gain, at the expense of
Germany, not only the whole amount of the duty, but more ; for,
the money value of her exports to Germany being increased, while
her imports remain the same, money will flow into England from
Germany. The price of cloth will rise in England, and consequently
in Germany ; but the price of linen will fall in Germany, and conse-
quently in England. We shall export less cloth, and import more
linen,tillthe equilibriumisrestored.Itthus appears(what isat

firstsightsomewhat remarkable)thatby taxingherexports,England
would,insome conceivablecircumstances,not only gainfrom her

foreigncustomersthe whole amount of the tax,but would also

get her imports cheaper. She would get them cheaperin two

ways ; forshe would obtainthem forlessmoney, and would have
more money topurchasethem with. Germany, on theotherhand,

would sufferdoubly : she would have to pay forher clotha price

increasednot only by the duty,but by the influxof money into

England,whilethesame changeinthedistributionofthecirculating

medium would leaveher lessmoney topurchaseitwith.

"This,however,isonlyone ofthreepossiblecases. If,afterthe

imposition of the duty, Germany requires so diminished a quantity
of cloth, that its total value is exactly the same as before, the
balance of trade would be undisturbed; England will gain the

duty, Germany will lose it, and nothing more. If, again, the
imposition of the duty ocea_ons such a falling off in the demand
that Germany requires a lees pecuniary value than before, out
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exports will no longer pay for our imports ; money must pass from
England into Germany; and Germany's share of the advantage
of the trade will be increased. By the change in the distribution
of money, cloth will fall in England ; and therefore it will, of course,
fall in Germany. Thus Germany will not pay the whole of the tax.
From the same cause, linen will rise in Germany, and consequently
in Englan& When this alteration of prices has so adjusted the
demand that the cloth and the linen again pay for one another, the
result is that Germany has paid only a part of the tax, and the
remainder of what has been received into our treasury has come
indirectly out of the pockets of our own consumers of linen, who pay
a higher price for that imported commodity in consequence of the
tax on our exports, while at the same time they, in consequence of
the ei_ux of money and the fall of prices, have smaller money
incomes wherewith to pay for the linen at that advanced price.

"It is not an impossible supposition that by t_ng our exports
we might not only gain nothing from the foreigner, the tax being
paid out of our own pockets, but might even compel our own people
to pay a second tax to the foreigner. Suppose, as before, that the
demand of Germany for cloth falls off so much on the imposition
of the duty, that she requires a smaller money value than before,
but that the case is so different with linen in England, that when
the price rises the demand either does not fall off at all, or so little
that the money value required is greater than before. The first
effect of laying on the duty is, as before, that the cloth exported will
no longer pay for the linen imported. Money will therefore flow
out of England into Germany. One effect is to raise the price of
linen in Germany, and consequently in England. But this, by the
supposition, instead of stopping the efllux of money, only makes
it greater, because the higher the price, the greater the money value
of the linen consumed. The balance, therefore, can only be restored
by the other effect, which is going on at the same time, namely, the
fall of cloth in the English and consequently in the German market.
Even when cloth has fallen so low that its price with the duty is
only equal to what its price without the duty was at first, it is not a
necessary consequence that the fall will stop ; for the same amount
of exportation as before will not now suffice to pay the increased
money value of the imports ; and although the German consumers
have now not only cloth at the old price, but likewise increased
money incomes, it is not certain that they will be inclined to employ
the increase of their incomes in increasing their purchates of cloth.
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The price of cloth, therefore, must perhaps fall, to restore the
equilibrium, more than the whole amount of the duty; Germany
may be enabled to import cloth at a lower price when it is taxed_
than when it was untaxed: and this gain she will acquire at the
expense of the English consumers of linen) who, in addition, will
be the real payers of the whole of what is received at their own
custom-house under the name of duties on the export of cloth."

It is almost unnecessary to remark that cloth and linen are here
merely representatives of exports and imports in general; and
that the effect which a tax on exports might have in increasing the
cost of imports, would affect the imports from all countries, and not
peculiarly the articles which might be imported from the particular
country to which the taxed exports were sent.

"Such are the extremely various effects which may result to
ourselves and to our customers from the imposition of taxes on our
exports; and the determining circumstances are of a nature so
imperfectly ascertainable, that it must be almost impossible to decide
with any certainty, even after the tax has been imposed, whether we
have been gainers by it or losers." In general, however, there could
be little doubt that a country which imposed such taxes would succeed
in making foreign countries contribute something to its revenue ;
but unless the taxed article be one for which their demand is ex-

tremely urgent, they will seldom pay the whole of the amount which
the tax brings in.* "In any case, whatever we gain is lost by some-
body else, and there is the expense of the collection besides: if
international morality, therefore, were rightly understood and acted
upon, such taxes, as being contrary to the universal weal, would
not exist."

Thus far of duties on exporta We now proceed to the more
ordinary case of duties on imports. "We have had an AYRmpleof a
tax on exports, that is, on foreigners, fRllingin part on ourselves. We
ahall therefore not be surprised if we find a tax on imports, that is,
on ourselves, partly falllng upon foreigners.

"Instead of taxing the cloth which we export, suppose that
we tax the linen which we import. The duty which we are now
supposing must not be what is termed a protecting duty, that is,
a duty sufficiently high to indu_ us to produce the article at home.

* Probablythe strongestknowninstanceof a largerevenueraisedfrom
foreignersby a tax on exports,is theopiumtradewithChina. Thehighpricl
of the articleunderthe governmentmonopoly(whichis equivalentto a high
exportduty)hasso little effectin discouragingits consumption,thatit is said
to havebeenoccasionallysold in Chinafor as muchas its weightin s/]ver.
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If it had this effect, it would destroy entirely the trade both in
sloth and in linen, and both countries would lose the whole of the
advantage which they previously gained by exchanging those
commodities with one another. We suppose a duty which might
diminish the consumption of the article, but which would not prevent
us from continuing to import, as before, whatever linen we did
ooB$ume.

" The equilibrium of trade would be disturbed if the imposition
of the tax diminished, in the slightest degree, the quantity of linen
consumed. For, as the tax is levied at our own custom-house, the
German exporter only receives the same price as formerly, though
the English consumer pays a higher one. If, therefore, there be any
diminution of the quantity bought, although a larger sum of money
may be actually laid out in the article, a smaller one will be due from
England to Germany : this sum will no longer be an equivalent for
the sum due from Germany to England for cloth, the balance
therefore must be paid in money. Prices will fall in Germany and
rise in England ; linen will fall in the German market ; cloth will
rise in the English. The Germans will pay a higher price for cloth,
and will have smaller money incomes to buy it with; while the
English will obtain l/hen cheaper, that is, its price will exceed what
it previously was by less than the amount of the duty, while their
means of purchasing it will be increased by the increase of their
money incomea

" If the imposition of the tax does not diminish the demand, it
will leave the trade exactly as it was before. We shall import
as much, and export as much ; the whole of the tax will be paid out
of our own pockets.

" But the imposition of a tax on a commodity almost alway8

diminishes the demand more or lees ; and it can never, or scarcely
ever, increase the demand. It may, therefore, be laid down as a
principle, that a tax on imported commodities,when it really operates
as a tax, and not as a prohibition either total or partial, almost
always falls in part. upon the foreigners who consume our goods;
and that this is a mode in which a nation may appropriate to itself,
at the expense of foreignent, a larger share than would otherwise
belong to it of the inexease in the general productiveness of the labour
and capital of the world, which results from the interchange of
commodities among nationa"

Throe are, therefore, in the right who maintain that taxes oD
imports are partly paid by foreigne_ ; but they are mistaken when
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they say, that it is by the foreign producer. It is not on the person
from whom we buy, but on all those who buy from us, that a portion
of our custom-duties spontaneously falls. It is the foreign consumer
of our exported commodities, who is obliged to pay a higher price for
them because we maintain revenue duties on foreign goods.

There are but two cases in which duties on commodities can in any

degree, or in any manner, fall on the producer. One is, when the
article is a strict monopoly, and at a scarcity price. The price in
this case being only limited by the desires of the buyer; the sum
obtained from the restricted supply being the utmost which the

buyers would consent to give rather than go without it ; ff the
treasury intercepts a part of this, the price cannot be further raised
to compensate for the tax, and it must be paid from the monopoly
profits. A tax on rare and high-priced wines will faU wholly on the
growers, or rather, on the owners of the vineyard& The second
case in which the producer sometimes beam a portion d the tax, is
more important : the case of duties on the produce of land or of
mines. These might be so high as to dlmlniRh materially the demand
for the produce, and compel the abalidonment of some of the inferio_
qualities of land or mines. Supposing this to be the et_ect, the
oonsumers, both in the country itself and in those which dealt with

it, would obtain the produce at smaller cost ; and a part only,
instead of the whole, of the duty would fall on the purchaser, who
would be indemnified chiefly at the expeuse of the landowners or
mlne-owners in the producing country.

Duties on importation may, then, be divided "into two elusses :
those which have the effect of encouraging some particular branch
of domestic industry, and those which have not. The former are
purely mischievous, both to the country imposing them, and to
those with whom it trade_ They prevent a saving of labour and

capital, which, if permitted to be made, would be divided in some
proportion or other between the importing country and the countries
which buy what that country does or might export.

"The other class of duties are those which do not encourage one

mode of procuring an article at the expense of another, but allow
interchange to take place just as if the duty did not exist, and to
produce the saving of labour which constitutes the motive to inter-
national, as to all other commerce. Of this kind are duties on the

importation of any commodity which conld not by any possibility
he produced at home ; and duties not sufficiently high to counter-
balance the difference of expense between the production of the
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article at home and its importation. Of the money which is brought
into the treasury of any country by taxes of this last description, a
part only is paid by the people of that country ; the remainder by
the foreign consumers of their goods.

"Nevertheless, this latter kind of taxes are in principle as
ineligible as the former, though not precisely on the same ground.
A protecting duty can never be a cause of gain, but always and
necessarily of loss, to the country imposing it, just so far as it is
efficacious to its end. A non-protecting duty, on the contrary,
would in most cases be a source of gain to the country imposing it,
in so far as throwing part of the weight of its taxes upon other
people is a gain; but it would be a means which it could seldom
be advisable to adopt, being so easily counteracted by a precisely
similar proceeding on the other side.

"If England, in the case already supposed, sought to obtain for
herself more than her natural share of the advantage of the trade
with Germany, by imposing a duty upon linen, Germany would
only have to impose a duty upon cloth, sufficient to diminish the
demand for that article about as much as the demand for linen had

been diminished in England by the tax. Things would then be as
before, and each country would pay its own tax. Unless, indeed,
the sum of the two duties exceeded the entire advantage of the
trade ; for in that case the trade, and its advantage, would cease
entirely.

"There would be no advantage, therefore, in imposing dutiea
of this kind, with a view to gain by them in the manner which has
been pointed out. But when any part of the revenue is derived
from taxes on commodities, these may often be as little objectionable
as the rest. It is evident, too, that considerations of reciprocity,
which are quite unessential when the matter in debate is a protecting
duty, are of material importance when the repeal of duties of this
other description is discussed. A country cannot be expected to
renounce the power of taxing foreigners, unless foreigners will in
return practise towards itself the same forbearanc_ The only mode
in which a country can save itself from being a loser by the revenue
duties imposed by other countries on its commodities, is to impose
corresponding revenue duties on theirs. Only it must take care that
those duties be not so high as to exceed all that remains of the
advantage of the trade, and put an end to importation altogether,
causing the article to be either produced at home, or imported from
another and a dearer market."



CHAPTER V

07 80MI OTttig TAxEa

[ 1. BZSIDZS direct taxes on income, and taxes on consump-
tion, the financial systems of most countries comprise a variety ot
miscellaneous imposts, not strictly included in either class. The
modern European systems retain many such taxes, though in much
less number and variety than those semi-barbarous governments
which European influence has not yet reached. In some of these,
scarcely any incident of life has escaped being made an excuse for
some fiscal exaction ; hardly any act, not belonging to daily routine_

can be performed by any one, without obtaining leave from some
agent of government, which is only granted in consideration of a
payment : especially when the act requires the aid or the peculiar
guarantee of a public authority. In the present treatise we may
confine our attention to such taxes as lately existed, or still exist,
in countries usuaLly el_ as civilized.

In almost aLlnations a considerable revenue is drawn from taxes

on contracts. These are imposed in various forms. One expedient
is that of taxing the legal instrument which serves as evidence of the
contract, and which is commonly the only evidence legally admissible.
In England, scarcely any contract is binding unlem executed on
stamped paper, which has paid a tax to government ; and until very
lately, when the contract related to property the tax was proportion-
ally much heavier on the smaLler than on the larger transactions ;
which is still true of some of those taxes. 1 There are also stamp-

duties on the legal instruments which are evidence of the flllfilmeut of
contracts; such as acknowledgments of receipt, and deeds of release.
Taxes on contracts are not always levied by means of stamps. The

duty on sales by auctions abrogated by Sir Robert Peel, was an

i [8o dace the 3rd ed. (1852). The original text ran: "and when the
contract relatet to property the tax rises, though in an irregular manner,
with the pecuniary value of the property."]
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in point. The taxes on transfers of landed property, in
France, are another : in England there are stamp-dutiee_ In some

eountrles, contracts ot many kinds are not valid unless registered,
and their registration is made an occasion for a tax.

Of taxes on contracts, the most important are those on the
transfer of property ; chiefly on purchases and sales. Taxos on the
sale ol consumable commodities are simply taxes on those com-
modities. If they affect only some particular commodities, they
raise the prices of those commodities, and are paid by the consumer.
H the attempt were made to tax all purchases and sales, which,
however absurd, was for centuries the law of Spain, the tax, if it
could be enforced, would be equivalent to a tax on all oommodities,
and would not affect prices : if levied from the sellers, it would be a
tax on profits, if from the buyers, a tax on consumption; and
neither class could throw the burthen upon the other. If confined
to some one mode of sale, as for example by auction, it diseour&ges
recourse to that mode, and if of any material amount, prevents it
from being adopted at all, unless in a eaae of emergency ; in which
case as the seller is under a necessity to sell, but the buyer under
no neee_ity to buy, the tax falis on the seller ; and this was the
strongest of the objections to the auction duty: it almost always
fell on a necessitous person, and in the crisis d his necessities.

Taxes on the purchase and sale of land are, in most countrie_
liable to the same obiectton_ T_nded property in old countries is
seldom parted with, except Irom reduced circumstances, or some
u_gent need : the seller, therefore, must take what he can get, while
the buyer, whose object is an investment, makes his calculations on
the intermt which he can ob_in for his money in other ways, and
will not buy if he is charged with a government tax on the trans-
action.* It has indeed been objected, that this argument would
not apply if all modes d permanent investment, such as the purchase
of government securities, shares in joint-stock companies, mortgages,
and the like, were subject to the same tax. But even then, if paid by
the buyer, it would be equivalent to a tax on interest : if sufficiently
heavy to be of any importance, it would disturb the established
relation between interest and profit ; and the disturbance would

* [1865] The statement in the text r_/uirm modification in the oa_ ol
countries where the land is owned in small portionL These, being neither •
badge of importance, nor in general _n object of local attachment, are really
uy_ingwith at a small advance on their original ccet, with the intention of

elsewhere; and the desire of acquiring laud _,venon disadvantafpom
terms is so great m to be tittle oheeked by even a high rite o_ t_xatiou_
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redress itself by a rise in the rate of interest, and a fall of the price of
/and and of all securitiem It appears to me, therefore, that the selle:

is the person bywhom such taxes, unless unde_ pecoIiar dvmmstancea,
will generally be borne.

All taxes must be condemned which throw obstacles in the way
of the sale of land, or other instruments of production. Such sales
tend naturally to render the property more productiv_ The seller,
whether moved by necessity or choice, is probably some one who is
either without the means, or without the capacity, to make the most
advantageous use of the property for productive purposes; while
the buyer, on the other hand, is at any rate not needy, and is ire-
quently both inclined and able to improve the property, since, as
it is worth more to such a person than to any other, he is likely to
offer the highest price for it. All taxes, therefore, and all difficulties

and expenses, annexed to such contracts, are decidedly detrimental ;
especially in the case of land, the source of subsistence, and the
original foundation of all wealth, on the improvement of which,

therefore, so much depend& Too great facilities cannot be given to
enable land to pass into the hands, and assume the modes of aggrega-
tion or division, most conducive to its productivenes& H landed

properties are too large, alienation should be free, in order that they
may be subdivided ; if too Am_ll, in order that they may be united.
All taxes on the transfer of landed property should be abolished;
but, as the landlords have no claim to be relieved from any reserva-
tion which the state has hitherto made in its own favour f_m the

amount of their rent, an annual impost equivalent to the average
produce of these taxes should be distributed over the land generally,
in the form of a land-tax.l

Some of the taxes on contracts are very pernicious, imposing a
vlx_aal penalty upon transactions which it ought to be the policy
of the legislator to encourage. Of this sort is the stamp-duty on
leases, which in a country of large properties are an essential con-
dition of good agriculture ; and the taxes on insurancea, a direct
discouragement to prudence and forethought.g

! [The long footnote fmthe original edition illustrating the higher rote of
|ta_np duties on snndler contracts, disappeared from the 3rd ed. (1852).]

: [At this point the following passage renudned, with an unimportant
verbal alteration, through the first six editi""''one and disap_ in 1871 : " In
the ease of fire iusumnoes, the taxisexaetlydoublc thesmount of thepremium
of iusurffineeon common risks ; so that the person insuring is obliged by the
government to pay for the insunmee just three times the value of the risk. I1
this tax existed in France, we should not see, as we do in some of her pr_
rinses, the plate of a_aimmranos companyont almost every cottage or hovel
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§ 2. Nearly allied to the taxes on contracts are those on com.
mum'cation. The principal of these is the postage tax ; to which
may be added taxes on advertisements, and on newspapers, which
are taxes on the communication of informatior_

The common mode of levying a tax on the conveyance o| letters
is by making the government the sole authorized carrier of them,
and demanding a monopoly price. When this price is so moderate
as it is in this country under the uniform penny postage, scarcely
if at all exceeding what would be charged under the freest competi-
tion by any private company, it can hardly be considered as t_
tion, but rather as the profits of a business ; whatever excess there
is above the ordinary profits of stock being a fair resnlt of the saving
of expense, caused by having only one establishment and one set
of arrangements for the whole country, instead of many competing
ones. The business, too, being one which both can and ought to
be conducted on fixed rules, is one of the few businesses which it is

not unsuitable to a government to conduct_ The post office, there-
fore, is at present one of the best of the sources from which this
country derives its revenue. But a postage much exceeding what
would be paid for the same service in a system of freedom is not a
desirable tax. Its chief weight falls on letters of business, and
increases the expense of mercantile relations between distant
places. It is like an attempt to raise a large revenue by heavy

tolls : it obstructs all operations by which goods are conveyed f_om
place to place, and discourages the production of commodities in
one place for consumption in another; which is not only in itself
one of the greatest sources of economy of labour, but is a necessary
condition of almost all improvements in production, and one of the
strongest stimulants to indust,_T, and promoters of civilization.

The tax on advert_ements waa not 1 free from the same objection,
duce in whatever degree advertisements are useful to business, by
facilitating the coming together of the dealer or producer and the
consumer, in that same degree, if the tax be high enough to be a
serious discouragement to advertising, it prolongs the period during

which goods remain unsold, and capital lock.ed up in idlenesL s

This, indeed, must be a_ribed to the provident and calculating habit8 produced
by the diz_mination of property through the labouring ela_: but a tax of
so extravagant an amount would tm a heavy drag upon any hsbits o_ pro
vidon_."]

I [,, Is not" until the 7th ed. (1871_]
s {The next sentence of the original text diaapl_a_ from the _1 ed.

(1S52) : "In this country the amount of the duty is moderate, and the sbu_
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A tax on newspapers is objectionable, not so much where it does

fall as where it does not, that is, where it prevents newspapers from
being use(L To the generality of those who buy them, newspapers
are a luxury which they can as well afford to pay for as any other
indulgence, and which is as unexceptionable a source of revenue.
But to that large part of the community who have been taught to
read, but have received little other intellectual education, news-

papers are the source of nearly all the general information which
they possess, and of nearly all their acquaintance with the ideas and
topics current among mankind ; and an interest is more easily excited
in newspapers, than in books or other more recondite sources of
instruction. Newspapers contribute so little, in a direct way, to
the origination of useful ideas, that many persons undervalue the
importance of their omce in disseminating them. They correc_
m_n_y prejudices and superstitions, and keep up a habit of dis-
cussion, and interest in public concerns, the absence of which is a

great cause of the stagnation of mind usually found in the lower and
middle, if not in all, ranks of those countries where newspapers of
an important or interesting character do not exist. There ought
to be no taxes (as in this country there now are not) 1 which render
this great diffuser of information, of mental excitement, and mental
exercise, less accessible to that portion of the public which most
needs to be carried into a region of ideas and interest beyond its own
limited horizon.

§ 3._ In the enumeration of bad taxes, a conspicuous place must
be assigned to law taxes ; which extract a revenue for the state from
the various operations involved in an application to the tribunals.
Like all needless expenses attached to law proceedings, they are a
tax on redress, and therefore a premium on injury. Although such
taxes have been abolished in this country as a genera] source of
revenue, they still exist in the form of fees of court, for defraying the

expense of the courts of justice ; under the idea, apparently, that
those may fairly be required to bear the expenses of the admlni_tra-
tion of justice who reap the benefit of it. The fallacy of this doctrine
was powedul]y exposed by Bentham. As he remarked, those who
are under the necessity of going to law are those who benefit least, not

of advertising, whieh is quite as eonspieuous as the use, renders the abolition
of the tax, though right in principle, a matter of leas urgency than it might
otherwise be deemed."]

I[Theparenthesisaddedin7thed.(1871).)
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most, by the law and its administration. To them the protection
which the law affords has not been complete, since they have been
obliged to resort to a court of justice to ascertain their rights, or
maintain those rights against infringement: while the remainder
of the public have enjoyed the immunity from injury conferred by
the law and the tribunals, without the inconvenience of an appeal
to them.

§ 4. Besides the general taxes of the State, there are in all or
most countries local taxes, to defray any expenses of a public nature
which it is thought best to place under the control or management
of a local authority. Some of these expenses are incurred for pur-
poses in which the particular locality is solely or chiefly interested ;
as the paving, cleansing, and lighting of the streets ; or the making
and repairing of roads and bridges, which may be important to
people from any part of the country, but only in so far aa they, or
goods in which they have an interest, pass along the roads or over
the bridges. In other eases again, the expenses are of a k_nd as
nationally important as any others, but are defrayed locally, because
supposed more likely to be well administered by local bodies ; as,
in England, the relief of the poor, and the support of gaols, and in
some other countries, of schools. To decide for what public objects
local superintendence is best suited, and what are those which should
be kept immediately under the central government, or under a
mired system of local management and central superintendence, is
a question not of political economy, but of administration. It is
an important principle, however, that taxes imposed by a local
authority, being lees amenable to publicity and discussion than the
acts of the government, should always be special--laid on for some
d_finite service, and not exceeding the expex_ actually incurred in
rendering the service. Thus limited, it is desirable, whenever
practicable, that the burthen should fall on those to whom the
service is rendered; that the expense, for instance, of roads and
bridges, should be defrayed by a toll on passengers and goods con-
veyed by them, thus dividing the cost between those who use them
for pleasure or convenience, and the consunu_s of the goods which
they enable to be brought to and from the market at a diminished
expens_ When, however, the tolh have repaid with interest the
whole of the expenditure, the road or bridge should be thrown open
free of toll, that it may be used also by those to whom, unless
open grat_dtously, it would be valueless ; p_oviaion being made fo_
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repaks either from the funds of the state, or by a rate levied on the
localities which reap the principal benefit.

In England, almost all local taxes are direct, (the coal duty of
the City of London, and a few similar imposts, being the chief
exceptions,) though the _eatest part of the taxation for general
purposes is indirect. On the contrary, in France, Austria, and other
countries where direct taxation is much more largely employed by
the state, the local expenses of towns are principally defrayed by
taxes levied on commodities when entering them. These indirect
taxes are much more objectionable in towns than on the frontier,
because the things which the country supplies to the towns are
chiefly the necessaries of llfo and the materials of manufacture,
while, of what a country imports from foreign countries, the greater
part usually [1848] consists of luxuries. An octroi cannot produce
a large revenue, without pressing severely upon the labouring classes
of the towns ; unless their wages rise proportionally, in which
the tax falls in a great measure on the consumers of town produce,
whether residing in town or country, since capital will not remain
in the towns if its profits fall below their ordinary preportiou am
compami with the rural dlstriete. 1



CI_APTER VI

COMI'AB_ON BETWEEN DIRECT AND INDIREC_ TAY£TIOB

§ 1. A_z direct or indirect taxes the most eligible ? Thim
question, at all times interesting, has of late excited a considerable
amount of discussion. In England there is a popular feeling, of old
standing, in favour of indirect, or it should rather be said in opposi-
taon to direct, taxation. The feeling is not grounded on the merits
o_ the case, and is of a puerile kind. An Englishman dis]_es, not
so much the payment, as the act of paying. He dislikes seeing the
face of the tax-collector, and being subjected to his peremptory
demand. Perhaps, too, the money which he is required to pay
directlyoutofhispocketistheonlyt_Tationwhichheisquitesam
thathe paysatall Thata taxofoneshillingperpound on te_
or of two shillings per bottle on wine, raises the price of each pound
of tea and bottle of wine which he consumes, by that and more than
that amount, cannot indeed be denied ; it is the fact, and is intended
tobe so,and he hlm_elf,attimes,isperfectlyawareofit; butit
makeshardlyanyimpressiononhispracticalfeelingsandassociatiomh
servingtoillustratethedistinctionbetweenwhat ismerelyknown
tobe trueand whatisfelttobe 8o. The unpopularityof direct
taxation, contrasted with the easy manner in which the public
consenttoletthemselvesbe fleecedinthepricesofcommodities,

hasgeneratedinmany friendsofimprevementa directlyopposite
mode of thinlfingto theforegoing.They contendthatthe very
reasonwhichmakesdirecttaxationdisagreeable,makesitpreferabla
Underit,everyoneknowshow much hereallypays;andifhevotes
fora war,orany otherexpensivenationalluxury,he doessowith
hiseyesopentowhatitcostshim. Ifalltaxesweredirect_taxation
wouldbe much more perceivedthanatpresent;and therewould

be a securitywhichnow the_misnot,foreconomyinthepublic
expenditure.

Althoughthisargumentisnotwithoutforce,itsweightk likely
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to be constantly diminiahin_, The real incidence of indirect taxa-

tion is every day more generally understood and more familiarly
recognised: and whatever else may be said of the changes which
are taking place in the tendencies of the human mind, it can scarcely,
I thini_ be denied, that things are more and more estimated a_ord-
Ing to their calculated value, and less according to their non-essential
accompaniments. The mere distinction between paying money
directly to the tax-collector, and contributing the same sum through
the intervention of the tea-deahr or the wine-merchant, no longer
m_lres the whole difference between dislike or opposition and
pa_ive acquiescence. But further, while any such infirmity of
the popnlaT mind subsists, the argument grounded on it tells partly
on the other side of the question. If our present revenue of about
seventy[1862]millions were all raised by direct taxes, an extreme
dissatisfaction would certainly arise at having to pay so much;
but while men's minds are so little guided by reason, as such a change
of feeling from so irrelevant a cause would imply, so great an aversion
to taxation might not be anunqualified good. Of the seventymilliona
In question, nearly thirty are pledged, under the most binding
obligations, to those whose property has been borrowed and spent
by the state : and while this debt remains unredeemed, a greatly
inc_,_aecd impatience of taxation would involve no little danger of a
breach of hith, e/milar to that which, in the defaulting states of
America, has been produced, and in some of them still continues,
from the _me cause. That part, indeed, of the public expenditure
which is devoted to the maintenance of civil and military establish-

ments (that is, an except the interest of the national debt) affords,
in many of its details, ample scope for retrenchment.1 But while
much of the revenue is wasted under the mere pretence of public
service, so much of the most important buainess of government is
left undone, that whatever can be rescued from usele_ expenditure
is urgently required for useful. Whether the object be education ;
a more efficient and accessible administration of justice; reforms
of any kind which, like the Slave Emancipation, require compensa-
tion to individual interests ; or what is as important as any of these,
the entertainment of a sufficient staff of able and educated public

! [80 since the 3rd ed. (1852), .Aooord_g,,tothe original text, the expend i-
tare on civil and m_taxy eat_Miahmente was still m many caae_ tmnevemm_y

but though many of the item will bear great reduction, others cer-
tainly require increase," and the hope was not held out, as in the parenthe_ia
also inserted further on in the paragraphin the 3rd ed., that retrenchment would
immldo_ meam for the new purpoe_]

2F
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servants, to conduct in a better than the present awkwm_l m_
the business of legislation and administration ; every one of these
things implies considerable expense, and many of them have again
and again been prevented by the rehletAnce which existed to apply
to Parliament for an increased grant of public money, though
(besides that the existing means would probably be sufficient if
applied to the proper purposes) the cost would be repaid, often
a hundred-fold, in mere pecuniary advantage to the community
generally. If so great an addition were made to the public dislike
of taxation as might be the consequence of con6ning it to the
direct form, the classes who profit by the misapplication of public
money might probably succeed in saving that by which they
profit, at the expense of that which would only be useful to the
public.

There is, however, a frequent plea in support of indirect taxation
which must be altogether rejected, as grounded on a fallacy. We
are often told that taxes on commodities are leas b_e

than other taxes, because the contributor can escape from them
by ceasing to use the taxed commodity. He certainly can, if that
be hie object, deprive the government of the money : but he does so
by a sacrifice of his own indulgences, which (if he chose to undergo
it) would equally make up to him for the same amount taken from
him by a direct taxation. Supposa a tax laid on wine, sufficient
to add five pounds to the price of the quantity of wine which he
consumes in a year. He has only (we are told) to diminiah hia
consumption of wine by 5l., and he escapes the burthen. _rue: but
if the 5l, instead of being laid on wine, had been taken from him by
an income tax, he could, by expending 5/. leas in wine, equally save
the amount of the tax, so that the difference between the two csaes
is really ilkmory. If the government takes from the contributor
five pounds a year, whether in one way or another, exactly that
amount must be retrenched from Iris consumption to leave him as
well off as before ; and in either way the same amount of saedfiee,
neither more nor less, is impamedon him.

On the other hand, it ia some advantage on the aide of indirect
taxes, that what they exact from the contributor is taken at a time
and in a manner likely to beconvenlent to him. IS is paid atatime
when he has at any rate a payment to make; it causes, therefore,
no additional trouble, nor (unless the tax be on necesasries) any
inconvenienee but what is inseparable from the payment of the
amount. He can also, except in the ease of very perhhable artide¢_

I
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_ect h_ own time for laying in a stock of the commodity, and
consequently for payment of the tar. The producer or dealer who
advances these taxes /a, indeed, sometimes sub_ected to incon-
venlence ; but, in the case of imported goods, this inconvenience is

reduced to a minimum by what is called the Warehousing System,
under which, instead of paying the duty at the time of importation,
he is only required to do so when he takes out the goods for con-
sumption, which is seldom done until he has either actually found,
or has the prospect of immediately finding, a purchaser.

1 The strongest objection, however, to raising the whole or the
greater part of a large revenue by direct taxes, is the impossibility
of aasessing them fairly without a conscientious co-operation on
the part of the contributors, not to be hoped for in the present low
state of public morality. In the case of an income tax, we have
already seen that unless it be found practicable to exempt savings
altogether from the tax, the burthen cannot be apportioned with
any tolerable approach to fairness upon those whose incomes are

derived from bualness or professions ; and this is in fact admitted
by most of the advocates of direct taxation, who, I am afraid,
generally get over the dJ_culty by leaving those classes untaxed,
and confining their projected income tax to "realized property," in
which form it certainly has the merit of being a very easy form of
plunder. But enough has been said in condemnation of this expe-
dient. We have seen, however, that a house tax is a form of direct

taxation not liable to the same objections as an income tax, and
indeed liable to as few objections of any kind as perhaps any of our
indirect taxes But it would be impossible to raise by a house tax
alone the greatest part of the revenue of Great Britain, without
producing a very objectionable overcrowding of the population,
through the strong motive which all persons would have to avoid
the tax by restricting their house accommodation. Besides, even
a house tax has inequalities, and consequent injustices ; no tax is
exempt from them, and it is neither iust nor politic to make all the
inequalities fall in the same places, by calling upon one tax to defray
the whole or the chief part of the public expenditure. So much of

l [The present text of the fnzt two sentenoes of this paragraph dates from
the 3rd ed. (1852). The original (1848) ran:

"The decisive objection, however, to raising the whole or the greater
part of s large revenue by direct taxes, is the impossibility of assessing them
fairly. In the caae of an ineome-tax, I have pointed out that the burthen
e&n never be apportioned with shy tolerable approach to fairneeaupon those
whose inoomes are derived from a bmdness or profession."]



_8 BOOK V. CHAPTER VI. | Z

the local taxation in this country being aheady in the form of a
house tax, it is probable that ten millions a year would be fully as
much as could beneficially be levied, through this medium, for
general purposes.

A certain amount of revenue may, as we have seen, be obtained

without injustice by a peculiar tax on rent. Besides the present
land-tax, and an equivalent for the revenue now derived from stamp
duties on the conveyance of land, some further taxation might, I
have contended, at some future period be imposed, to enable the
state to participate in the progressive increase of the incomes of
landlords from natural causes. Legacies and inheritances, we have
also seen, ought to be subiected to taxation sut_cient to yield a
considerable revenue. With these taxes and a house tax of suitable

amount, we should, I think, have reached the prudent limits of direct
taxation, save in a national emergency so urgent as to justify the
government in disregarding the amount of inequality and unfair-
hess which may ultimately be found inseparable from an income tax. 1
The remainder of the revenue would have to be provided by taxes
on consumption, and the question is, which of these are the least
objectionable.

§ 2. There are some forms of indirect taxation which must be

peremptorily excluded. Taxes on commodities, for revenue pur-
poses, must not operate as protecting duties, but must be levied
impartially on every mode in which the articles can be obtained,
whether produced in the country itself or imported. An exclusion
must also be put upon all taxes on the necessaries of life, or on the
materials or instruments employed in producing those necessaries.
Such taxes are always liable to encroach on what should be left un-
taxed, the incomes barely sut_eient for healthful existence ; and on
the most favourable supposition, namely, that wages rise to corn
pensate the labourers for the tax, it operates as a peculiar tax on
profits, which is at once unius_, and detrimental to national wealth.*

I [Sosinoethe 3rd ed. (1852). The original ran : "in dim'eg_ingthe
inequality and unfairnel iz_eparable from every practioable form of inoome
taL"]

* Some argue that the m_teriak and instruments of all production should
be exempt from taxation ; but these, when they do not enter into the pro-
duction of neceasaries, seem as proper subjects of taxation u the finished
article. It is chiefly with regerenoeto foreign trade that such taxes have been
considered injurious. Internationally spea_ng, they may be looked upon as
export duties, and, unless in vases in which an export duty is advisable, they
should be aecompanled with an equivalent drawback on exportation. But
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What remain are taxes on luxuries. And these have some pro-
perties which strongly recommend them. In the first place, they
can never, by any possibility, touch those whose whole income is
expended on nece_aries ; while they do reach those by whom what
ia required for necessaries is expended on indulgences. In the
next place, they operate in some cases as an useful, and the only
useful, kind of sumptuary law. I disclaim all asceticiRm; and by no
means wish to see discouraged, either by law or opinion, any in-
dulgence (consistent with the means and obligations of the person
usdng it) which is sought from a genuine inclination for, and enjoy-
ment of, the thing itself ; but a great portion of the expenses of the
higher and middle classes in most countries, and the greatest in
this, is not incurred for the sake of the pleasure afforded by the
things on which the money is spent, but from regard to opinion, and
an idea that certain expenses are expected from them as an append-
age of station ; and I cannot but t_ink that expenditure of this
sort is a most desirable subject of taxation. If taxation discourages
it, some good is done, and if not, no harm ; for in so far as taxes are
levied on things which are desired and possessed from motives of this
description, nobody is the worse for them. When a thing is bought
not for its use but for its costliness,cheapness is no recommendation.
As Sismondi remarks, the consequence of cheapening articles of
vanity, is not that lees is expended on such things, but that the
buyers substitute for the cheapened article some other which is
more costly, or a more elaborate quality of the same thing ; and as
the inferior quality answered the purpose of vanity equally well
when it was equally expensive, a tax on the article is really paid
by nobody : it is a creation of public revenue by which nobody loses.*

there is no sufficient reason against taxing the materials and instruments used

m the.,,pr°ducti°nofanythingwhioh"miteelf"a fitobjectoftaxation-Werewe tosupposethatdiamondscouldonlybeprocuredfromone
particularanddistantcountry,andpearlsfromanother,andweretheproduce
oftheminceintheformer,andofthefisheryinthelatter,fromtheoperation
ofnaturalcauses,tobecomedoublydifficulttoprocure,theeffectwouldmerely
bethatintimehalftheqtmntityofdiamondsandpearlswouldbeaufl_oientto
markacertainopulenceandrank,thatithadbeforebeenneoeesarytoemploy
forthatpurpme. The samequantityofgoldorsomecommodityreducibleat
lasttolabour,wouldbe requiredtoproducethe now reducedamount,M
the former larger amount. Were the difficulty inte_ by the regulationl
of legislators ..... it eonld make no difference to the fitneeaof these artielos
to serve the purpososof vanity." Supposethat meanswere d/moveredwhereby
the physiological proee_ which generates the pearl might be inducedad l_3/_m,
theresultbeingthattheamountoflabourexpendedinprocuringecohpearl
cametobeonlythefive-hundredthpartofwhatitwasbefor_ "Theultimate
etteet of such a change would depend on whether the fishery were free or not.
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§ S. In order to reduce as much as pomdble tLe inconvenience,
and increase the advantages, incident to taxes on commoditiea, the
following are the practical rules which suggest themselvea lit.
To raise as large a revenue as conveniently may be from those
classes of luxuries which have most connexion with vanity and least
with po_tive enjoyment; such as the more costly qualities of a_
kinds of personal equipment and ornament. 2ndly. Whenever
possible, to demand the tax, not from the producer, but directly
from the consumer, since when levied on the producer it raisee the
price always by more, and often by much more, than the mere
amount of the tax. Most of the minor a_sessed taxes in t_hi_country
are recommended by both these considerations. But with regard
to horses and carriages, as there are many persons to whom, from
health or constitution, these are not so much luxuries as necesead_

the tax paid by those who have but one riding horse, or but one
carriage, especially of the cheaper descriptions, should be low;
while taxation should rise very rapidly with the number d horses
and carriages, and with their costliness. 3rdiy. But as the only
indirect taxes which yield a large revenue are those which f_ll on
articles of universal or very general consumption, and as it is there-
fore necessary to have some taxes on real luxuries, that is, on things
which afford pleasure in themselves, &nd are valued on that account
rather than for their cost; these taxes should, if possible, be so
adjusted as to fall with the same proportional weight on small, on
moderate, and on large incomes. This is not an easy matter ; since
the things which arc the subject_ of the more productive taxes are
in proportion more largely consumed by the poorer members of the
community than by the rich. Tea, coffee, sugar, tobacco, fer-
mented drinks, can hardly be so taxed that the poor shall not basx

Were it free to aJl,as pearls could be got simply for the l&bourof fi_hlng_for
them, a string of them might be had for a few pence. The very poormt chum
of society oouid therefore afford to decorate their penmnmwith them. They
would thus soon become extremely vulgar and unfashionable, and eo at htat
valuelem. If however we suppose that instead of the f_hery being free, the
iegisiator owns and has complete eomm&ndot the place, where alone pearls
axe to be procured ; as the progressofdiscovery advanced, he might impme a
duty on them eqeal to the diminution of laboux neceMaxy to procure them.
They would then he as much ml_emed as they were be[ore. What simple
beauty they have would remain unchanged. The difficulty to he surmounted
in order to obtain them would be different, but equally great, and they would
therefore equally eerve to mark the opulence of throe who posaesaed them."
The net revenue obtained by euoh a tax" would not cost the _ciety anything.
If not abum_ in ira application, it would be a clear addition of so much to the
recourcea of the eommunity."--l];ae, New Principles of Po_ Eeommt_,
plZ360-71. [_dog"_a/T_or v of Ow_l, pp. 286-88.]
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more than their due dmre of the burthen. Something might be

done by making the duty on the superior qualities, which are treed
by the richer consumers, much higher in proportion to the value
(instead of much lower, as k almost universally the practice, under
the preaent [1848] English system) ; but in some cases the difficulty
of at all adjusting the duty to the value, so as to prevent evasion, is
said, with what truth I know not, to be insuperable ; so that it is
thought necessary to levy the same fixed duty on all the qualities
alike : a flagrant injustice to the poorer class of contributors, unless
compensated by the existence of other taxes from which, as from
the present income tax, they are altogether exempt. 4thly. As
far as is conAiRtent with the preceding rules, taxation should rather
be concentrated on a few articles than diffused over many, in order
that the expenses of collection may be smaller, and that as few
employments as possible may be burthensomely and vexatiously
interfered with. 5thly. Among luxuries of general consumption,
taxation should by preference attach itself to stimulants, because
these, though in themselves as legitimate indulgences as any
others, are more liable than most others to be used in excessj
so that the check to consumption, naturally arising from taxation,
is on the whole better applied to them than to other thingL 6thiy.
As fax as other considerations permit, taxation should be confined
to imported articles, since these can be taxed with a less degree of
vexatious interference, and with fewer incidental bad effects, than
when a tax is levied on the field or on the workshop. Custom-duties
are, va_er/s pan2_, much less objectionable than excise : but they
must be laid only on things which either cannot, or at least will not,
be produced in the country itself; or else their produetion there
must be prohibited (as in England is the case with tobacco), or

subjected to an excise duty of equivalent amount. 7thly. No tax
ought to be kept so high as to furnish a motive to its evasion too
strong to be counteracted by ordinary means of prevention : and
especially no commodity should be taxed so highly as to raise up
a class of lawless characters, smugglers, illicit distillers, and the
like.

Of the excise and custom duties lately existing in this country, all
which are intrinsically unfit to form part of a good system of taxa-
tion have, since the last reforms by Mr. Gladstone, been got rid of. t

i [So sinoe the 5th ed. (1862). The original (1848) ran. " Among the
excise and custom duties now existing in this country, some must, on the
principles we have laid down, be altogether condemned."]
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Among these are all duties on ordinary articles of food,1 whether
for human beings or for c_ttle ; those on timber, as falling on
the materials of lodging, which is one of the neoessaries of life;
all duties on the metals, and on implements made of them; taxes
on soap, which is a necessary of ele_nllnem, and on tallow, the
material both of thst and of some other nece_msries; the tax on

paper, an indispensableinstrument of almost all businessand of
most kinds of iustruction_ The duties which now yield nearly the
whole of the customs and excise revenue, those on sugar, coffee, tea,
wine, beer, spirits, and tobacco, are in themselves, where a large
amount of revenue is necessary, extremely proper taxes; but at
present grossly unjust, from the disproportionate weight with which
they press on the poorer classes; and some of them (those on
spiritsand tobacco)areso highastocause s considerable s amount
ofsmuggling. It isprobablethatmost of thesetaxesmight bear

a greatreductionwithoutany materiallossof revenue. In what
manner the finer axticles of manufacture, consumed by the rich,
might mo_t advantageously be taxed, I must leave to be decided
by those who have the requisite practical knowledge. The dlmculty
would be to effect it without an inadmissible degree of intederenco
with produc_on. Incountrieswhich, like the UnitedStates, import
the principal part of the finer manufactures which they consume,
there is little dit_culty in the matter : and even where nothing is
imported but the raw material, that may be taxed, especially the
qualities of it which axe exclusively employed for the fabrics used
by the richer class of consumers. Thus, in England a high custom-
duty on raw silk would be consistent with principle ; sad it might
perhal_ be practicable to tax the finer qualities of cotton or linen
yarn, whether spun in the country itself or imported.

I [Tim footnote added to tlm 6th ed. (1865) was omitted from the 7th
(1871) : " Exoept the shilling per quarter duty on corn, ostemfibly fo_
registration, and serenely felt as a burthen."]

= [8olimmSthmt.(1862). Intheo_igimd: "enormous."]



CHAPTER VII

OF A NATIONALDE]FZ

J 1. T_ questlon must now be considered, how far it is right
expedient to raise money for the purposes of government, not by

laying on taxes to the amount required, but by taking a portion of the
capital of the country in the form of a loan, and charging the public
revenue with only the interest. N_hlng needs be said about
providing for temporary wants by taking up money ; for instance,
by an issue of exchequer bills, destined to be paid off, at furthest in
a year or two, from the proceeds of the existing taxes. This is a
convenient expedient, and when the government does not possess
a treasure or hoard, is often a necessary one, on the occurrence of
extraordinary expenses, or of a temporary failure in the ordinary
sourcm of revenue. What we have to discuss is the proprietyof
contracting a national debt of a permanent character ; defraying
the expenses of a war, or of any season of difficulty, by loans, to be
redeemed either very gradually and at a distant period, or not at all.

This question has already been touched upon in the First Book.*
We remarked, that if the capital taken in loans is abstracted from
funds either engaged in production, or destined to be employed i_it,
theft diversion from that purpose is equivalent to ta_ing the amount
from the wages of the labouring classea Borrowing, in this case, k
not a substitute for rai_ng the supplies within the year. A govern-
ment which borrows does actnally take the amount within the year,
and that too by a tax exclusively on the labouring classes: than
which it could have done nothing worse, if it had supplied its wants
by avowed taxation ; and in that case the transaction, and its evil_
_ould have ended with the emergency; while by the circuitoua
mode adopted, the value exacted from the labourers is gained, not
by the state, but by the employem d labour, the state rRnmininZ

* Supra,pl_77-8,
2F_I
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charged with the debt besides, and with its interest in perpetuity.
The system of public loans, in such circumstances, may be pro-
nounced the very worst which, in the present state of civilization,
is still included in the catalogue of financial expedients.

We however remarked that there are other circumstances in

which loans are not chargeable with these pernicious consequences :
namely, first, when what is borrowed is foreign capital, the over-
flowings of the general accumulation of the world; or, secondly,
when it is capital which either would not have been saved at all unless
this mode of investment had been open to it, or, after being saved,
would have been wasted in unproductive enterprises, or sent to seek
employment in foreign countries. When the progress of accumu-
lation has reduced profits either to the ultimate or to the practical
minlmum,--to the rate less than which would either put a stop to
the increase of capital, or send the whole of the new accumulations
abroad ; government may annually intercept these new accumula-
tions, without trenching on the employment or wages of the labouring

classes in the country itself, or perhaps in any other country. To
this extent, therefore, the loan system may be carried,without being
liable to the utter and peremptory condemnation which is due to
it when it overpasses th_ limit. What is wanted is an index to
determine whether, in any given series of years, as during the last great
war for example [i.e. 1793-1815], the limit has been exceeded or not.

Such an index exists, at once a certain and an obvious one. Did

the government, by its loan operations, augment the rate of interest T
If it only opened a channel for capital which would not otherwise
have been accumulated, or which, if accumulated, would not have

been employed within the country; this implies that the capital,"
which the government took and expended, could not have found
employment at the existing rate of interest. So long as the loans do
no more than absorb this surplus, they prevent any tendency to a
fall of the rate of interest, but they cannot occasion any rise. When
they do raise the rate of interest, as they did in a most extraordinary
degree during the French war, this is positive proof that the govern-
ment is a competitor for capital with the ordinary channels of
productive investment, and is carrying off, not merely funds which
would not, but funds which would, have found productive employ-
ment within the country. To the full extents therefore, to which the
loans of government, during the war, calmed the rate of interest
to exceed what it was before, and what it has been since, thcee loans
are chargeable with all the evils which have been described. H it be
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objected that interest only rose because profits rose, I reply that
this does not weaken, but strengthens, the argument. H the
government loans produced the rise of profits by the great amount
of capital which they absorbed, by what means can they have
this effect, unless by lowering the wages of labour 7 It will perhaps
be said, that what kept profits high during the war was not the
drafts made on the national capita] by the loans, but the rapid
progress of industrial improvements. This, in a great measure,
was the fact ; and it no doubt aUeviat_d the harr]_hip to the labour-
ing classes, and made the financial system which was pursued less
actively mischievous, but not less contrary to principle. These
very improvements in industry made room for a larger amount of
capital ; and the government, by draining away a great part of the
annual accumulations, did not indeed prevent that capital from
existing ultimately (for it started into existAmce with great rapidity
after the peace), but prevented it from existing at the time, and
eubt_a_t_t just so much, while the war lasted, from dist-ribution
among productive labourers. If the government had abstained
from taking this capital by loan, and had allowed it to reach the
labourers, but had raised the supplies which it required by a direct
tax on the labouring classes, it would have produced (in every respect
but the expense and inconvenience of collecting the tax) the very
same economical effects which it did produce, except that we should
not now have had the debt. The course it actually took was
therefore worse than the very worst mode which it could possibly
have adopted of raising the supplies within the year ; I and the
only excuse, or justification, which it admits of (so far as that excuse
could be truly pleaded), was hard necessity; the impossibility of
raising so enormous an annual sum by taxation, without resorting
to taxes which from their odiousness, or from the facility of evasion,
it would have been found impra_/icable to enforc_

When government loans are limited to the overflowings of the
national capital, or to those accumulations which would not take
place at all unless suffered to overflow, they are at least not liable
to this grave condemnation : they occasion no privation to any one
at the time, except by the payment of the intereet, and may even be
beneficial to the labouring class during the term of their expendit_._re,

i [Theconcluding words of this paragraphwere added m the 4th ed. (1857).
At the same time the parenthesis "(in every respect . . . the tax)" was
inserted above ; and the words" by the whole of th&tgre_t f_tot"were omitted
_dter"was therefore worse."]
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by employing in the direct purchase of labour, as that of soldiem,
sailors, &c., funds which might otherwise have quitted the country
altogether. In tl_ case, therefore, the question really is, what it is
commonly supposed to be in all cases, namely, a choice between a
great sacrifice at once, and a small one indefinitely prolongecL On
this matter it seems rational to think, that the prudence of a nation
will dictate the same conduct as the prudence of an individual ;
to submit to as much of the privation immediately as can easily be
borne, and only when any further burthen would distress or cripple
them too much to provide for the remainder by mortgaging their
future income. It is an excellent maxim to make present resources
sumce for present wants; the future will hav_ its own wants to
provide for. On the other hand, it may reasonably be taken into
consideration that in a country increasing in wealth, the necessary
expeuses of government do not increase in the same ratio as capital
or population ; any burthen, therefore, is always less and less felt :
and since those extraordinary expenses of government which are
fit to be incurred at all are mostly beneficial beyond the existing

generation, there is no injustice in making posterity pay a part of
the price, if the inconvenience would be extreme of defraying the
whole of it by the exertions and ascrifices of the generation which
_st incurred it.

§ 2. When a country, wisely or unwisely, has burthened itsel|
with a debt, is it expedient to take steps for redeeming that debt I
In principle it is impossible not to maintain the atB_rmative. It is
true that the payment of the interest, when the creditors are members
of the same community, is no national lou, but a mere transfer.
The transfer, however, being compulsory, is a serious evil, and the

raising a great extra revenue by any system of taxation neceesitatea
so much expense, vexation, disturbance of the channels of industry,
and other mlschiefs over and above the mere payment of the money
wanted by the government, that to get rid of the necemity of such
taxation is at all times worth a considerable effort. The same

amount of sacrifice which would have been worth incur_n_ to avoid
contracting the debt it is worth while to incur, at any subsequent
time, for the purpose of extin_dshing it.

Two modes have been contemplated o| paying off a national debt :
either at once by a general contribution, or gradually by a surplus
revenue. The first would be incomparably the best, ff it were

practicable ; and it would be practicable if it could justly be done by
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eme_ment on propet_y alone. If property bore the whole interest
of the debt, property might, with great advantage to itself, pay it
off; since this would be merely surrendering to a creditor the
principal sum, the whole annual proceeds of which were already his
by law ; and would be equivalent to what a landowner does when
he sells part of his estate to free the remainder from a mortgage.
But property, it needs hardly be said, does not pay, and cannot
justly be required to pay, the whole interest of the debt. Some
indeed affirm that it can, on the plea that the existing generation
is only bound to pay the debts of its predecessors from the assets it
has received from them, and not from the produce of its own industry.
But has no one received anything from previous generations except
those who have succeeded to property _ Is the whole differenc_
between the earth as it is, with its clearings and improvements, its
road_ and canals, its towns and manufactories, and the earth as it

was when the first human being set foot on it, of no benefit to any
but those who are called the owners of the soil ! Is the capital
accumulated by the labour and abstinence of all former generations
of no advantage to any but those who have succeeded to the legal
ownership of part of it ? And have we not inherited a mass of
acquired knowledge, both scientific and empirical, due to the
sagacity and industry of those who preceded us, the benefits of which
are the common wealth of all ? Those" who are born to the owner-

ship of property have, in addition to these common benefits, a
separate inheritance, and to this difference it is right that advertence
should be had in regulating taxation. It belongs to the general
financial system of the country to take due account of this principle,
and I have indicated, as in my opinion a proper mode of taking
account of it, a considerable tax on legacies and inheritances. Let
it be determined directly and openly what is due from property to
the state, and from the state to property, and let the institutions
of the state be regulated accordingly. Whatever is the fitting con-
tribution from property to the general expenses of the state, in the
_m and in no greater proportion should it contribute towards
either the interest or the repayment of the national debt.

This. however, if admitted, is fatal to any scheme for the extinc-

tien of the debt by a general assessment on the community. Persons
of property could pay their share of the amount by a sacrifice of
property, and have the same net income as before ; but if those who
have no accumulations, but only incomes, were required to make
up by a single payment the equivalent of the annual charge laid on
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them by' the taxeo maintained to pay the interest of the debt, they
could only do so by incurring a private debt equal to their share of
the public debt ; while from the insumeiency, in most cases, of the
society which they could give, the interest would amount to a
much _rger annual sum than their share of that now paid by the
state. Besides, a collective debt defrayed by taxes has, over the
same debt parcelled out among individuals, the immense advantage,
that it is virtually a mutual insurance among the contributors.
If the fortune of a contributor diminishes, his taxes diminish ; if he

is ruined, they cease altogether, and his portion of the debt is wholly
transferred to the solvent members of the community. If it were
laid on him as a private obligation, he would still be liable to it even
when penniless.

When the state possesses property, in land or otherwise, which
there are not strong reasons of public utility for its retaining at its
disposal, this should be employed, as far as it will go, in extinguishing
debt. Any casual gain, or godsend, is naturally devoted to the same
purpose. Beyond this, the only mode which is both just and
feasible, of extinguishing or reducing a national debt, is by means of
a surplus revenue.

§ 3. The desirableness, per so, of maintaining a surplus for this
purpose, does not, I thinl/, admit of a doubt. We sometimes,
indeed, hear it said that the amount should rather be left to" fructify
in the pockets of the people." This is a good argument, as far as it
goes, against levying taxes unnecessarily for purposes of unproductive
expenditure, but not agalnat paying off a national debt. For, what
is meant by the word fructify ? If it means anything, it meaus
productive employment ; and as an argument against taxation, we
must understand it to assert, that if the amount were left with the

people they would save it, and convert it into capital. It is probable,
indeed, that they would save a part, but extremely improbable that
they would save the whole : while if taken by taxation, and em-
ployed in paying off debt, the whole is saved, and made productive.
To the fundholder who receives the payment it is already capital,
not revenue, and he will make it "fructify," that it may continue
to afford him an income. The objection, therefore, is not only
groundless, but the real argument is on the other side : the amount
is much more certain of fructifying if it is not" left in the pockets of
the people."

It is not, however, advisable in all cases to maintain a eurplur
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_evenue for the extinction of debt. The advantage of paying off
the national debt of Great Britain, for instance, is that it would enable
us to get rid of the worse half of our taxation. But of this worse
half some portions must be worse than others, and to get rid of those
would be a greater benefit proportionally than to get rid of the rest.
If renouncing a surplus revenue would enable us to dispense with a
tax, we ought to consider the very worst of all our taxes as precisely
the one which we are keeping up for the sake of ultimately abolishing
taxes not so bad as itself. In a country advancing in wealth,
whose increasing revenue gives it the power of ridding itself from
time to time of the most inconvenient portions of its taxation, I
conceive that the increase of revenue should rather be disposed of
by taking off taxes, than by liquidating debt, as long as any very ob-
jeetionable imposts remain. In the present state of England [1848],
therefore, I hold it to be good policy in the government, when it has
a surplus of an apparently permanent character, to take off taxes,
provided these axe rightly selected. Even when no taxes remain
but such as are not unfit to form part of a permanent system, it is
wise to continue the same policy by experimental reductions of
those taxes, until the point is discovered at which a given amount
of revenue can be raised with the smallest pressure on the con-
tributors. After this, such surplus revenue as might arise from any
htrther increase of the produce of the taxes should not, I conceive,
be remitted, but applied to the redemption of debt. Eventually,
it might be expedient to appropriate the entire produce of particular
taxes to this purpose ; since there would be more assurance that the
liquidation would be persisted in, ff the fund destined to it were
kept apart, and not blended with the general revenues of the state.
The succession duties would be peculiarly suited to such a purpose,
duce taxes paid_ as they are, out of capital would be better employed
in reimbursing capital than in defraying current expenditure. If
this separate appropriation were made, any surplus atterwards
arising from the increasing produce of the other taxes, and from
the saving of interest on the successive portions of debt paid off,
might form a ground for a remission of taxation.

It has been contended that some amount of national debt is

desirable, and almost indispensable, as an investment for the savings
of the poorer or more inexperienced part of the community. Its
convenience in that respect is undeniable; but (besides that the

progress of industry is gradually affording other modes of investment
almost as safe and untroubleseme, such as the shares or obligations
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of great public companies) the only realsuperiority of an investment
in the funds con_i_ts in the national guarantee, and this could be
at_orded by other means than that of a public debt involving
compulsory taxation. One mode which would answer the purpose
would be a national bank of deposit and discount, with ramifications
throughout the country ; which might receive any money confided
to it, and either fund it at a fixed rate of interest, or allow interest
on a floating balance, like the joint stock banks ; the interest given
being of course lower than the rate at which individuals can borrow,
in proportion to the greater security of a government investment ;
and the expenses of the establishment being defrayed by the differ-
ence between the interest which the bank would pay, and that
which it would obtain, by lending its deposits on mercantile, landed,
or other security. There are no insuperable objections in principle,
nor, I should think, in practice, to an institution of this sort, as a
means of supplying the same conven/ent mode of investment now
afforded by the public funds. It would constitute the state a great
insurance company, to insure that part of the community who live
on the interest of their property, ag_inRt the risk of losing it by the
bankruptcy of those to whom they might otherwise be under the
nw_essity of confiding it.



CHAPTER VIII

07 rJcl_ ORDINARY FUNCTIONS OF GOVERNMENT, CONSIDERED _ TO

THEIR ]_CONOMICAL EFFECTS

§ 1. BEFORR we discuss the line of demarcation between the
things with which the government should,and those with which they
should not, directly interfere, it is necessary to consider the econo-
mical effects, whether of a bad or of a good complexion, arising from
the manner in which they acquit themselves of the duties which
devolve on them in all societies, and which no one denies to be
incumbent on them.

The first of these is the protection of person and property. There
k no need to expatiate on the influence exercised over the economical
interests of society by the degree of completeness with which this
duty of government is performech Insecurity of person and pro-
perty is as much as to say uncertainty of the connexion between all
human exertion or sacrifice and the atta_ent of the ends for the

aske of which they are undergone It means, uncertainty whether
they who sow shall reap, whether they who produce shall consnme_
and they who spare to-day sh_]! enjoy to-morrow. It means, not
only that labour and frugality are not the road to acquisition, but
that violence is. When person and property are to a certain degree
insecure, all the possessions of the weak are at the mercy of the
strong. No one can keep what he has produced, unless he is more
capable of defending it than others who give no part of their time
and exertions to useful industry are of ta_ng it from him. The
productive classes, therefore, when the insecurity surpasses a certain

point, being unequal to their own protection against the predatory
population, are obliged to place themselves individually in a state
of dependence on some member of the predatory class, that it
may be his interest to shield them from _11 depredation except
him own. In this manner, in the Middle Ages, allodial property

generally became feudal, and nnmbera of the poorer freemer.
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voluntarilymade themselvesand theirposterityserfsof some
militarylot&

Nevertheless,in attachingto thisgreatrequisite,securityof
personand property,theimportancewhichisjustlydue to it,
wemustnotforgetthatevenforeconomicalpurposesthereareother
thingsquiteasindispensable,thepresenceofwhichwilloftenmake
up fora veryconsiderabledegreeofimperfectionintheprotective
arrangementsof government.As was observedin a previotm
chapter,*thefreecitiesofItaly,Flanders,and theHanseaticleague,
werehabituallyina stateof suchinternalturbulence,variedby
suchdestructiveexternalwars,thatpersonand propertyenjoyed
veryimperfectprotection;yetduringseveralcenturiestheyin-
crea_drapidlyin wealthand prosperity,broughtmany of the
industrialartstoahighdegreeofadvancement,carriedon distant
and dangerousvoyagesofexplorationand commercewithextra-
ordinarysuccess,becamean overmatchinpowerforthegreatest
feudallords,andcoulddefendthemselvesevenagainstthesovereigns

ofEurope:becauseinthemidstofturmoilandviolencethecitizens
ofthosetownsenjoyedacertainrudefreedom,underconditionsof
unionandco-operation,which,takentogether,made thema brave,
energetic,and high-spiritedpeople,and fostereda greatamountof
publicspiritand patriotism_The prosperityoftheseand other
freestatesina lawlessageshowsthatacertaindegreeofinsecurity,
insome combinationsofcircumstances,has goodas wellas bad
effects,by makingenergyand practicalabilitytheconditionsof
safety.Insecurityparalyzesonlywhen itissuchinnatureand in
degreethatno energyofwhichmankind in generalare capable
affordsany tolerablemeans ofself-protection.And thisisa main
reasonwhy oppressionby thegovernment,whosepowerisgenerally
irresistible by any e_orts that can be made by individuals, has so
much more baneful an ettect on the springs of national prosperity,
than almost any degree of lawlessness and turbulence under free
institutions. Nations have acquired some wealth, and made some
progress in improvement, in states of social union so imper[eet as
to border on anarchy : but no countries in which the people were
exposed without limit to arbitrary exactions from the ot_cers of
government ever yet continued to have industry or wealth. A few
generations of such a government never fail to extinguiah both.
Some of the fairest, and once the most prosperous, regions of ths

* Supra,p. llt
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earth, have, under the Roman and afterwards under the Turkish
dominion, been reduced to a desert, solely by that cause. I say

solely, because they would have recovered with the utmost rapidity,
as countries always do, from the devastations of war, or any other
temporary calamities. I)ifl_culties and hardships are often but an
incentive to exertion : what is fatal to it, is the belief that it will not

be suffered to produce its fruit&

§ 2. Simple over-taxation by government, though a great evil,
is not comparable in the economical part of its mlschiefs to exactions
much more moderate in amount, which either subject the contributor
to the arbitrary mandate of government officers, or are so laid on as

to place skill, industry, and frugality at a disadvantage. The burthen
of taxation in our own country is very great, yet as every one knows
its limit, and is seldom made to pay more than he expects and
calculates on, and as the modes of taxation are not of such a kind

as much to impair the motives to industry and economy, the sources
of prosperity are little diminished by the pressure of taxation ;
they may even, as some think, be increased, by the extra exertions
made to compensate for the pressure of the taxes. But in the
barbarous despotisms of many countries of the East, where taxation
consists in fastening upon those who have succeeded in acquiring
something, in order to confiscate it, unless the possessor buys its
release by submitting to give some large sum as a compromise, we
cannot expect to find voluntary industry, or wealth derived from any
source but plunder. And even in comparatively civilized countries,
bad modes of raising a revenue have had etIects similar in kind,.
though in an inferior degree. French writers before the Revolution
represented the tazTJe as a main cause of the backward state of
agriculture, and of the wretched condition of the rural population ;
not from its amount, but because, being proportioned to the visible
capital of the cultivator, it gave him a motive for appearing poor,
which sufficed to turn the scale in favour of indolence. The arbitrary
powers also of fiscal officers, of is_ndants and subd_/&ju&, were
more destructive of prosperity than a far larger amount of exactions,
because they destroyed security : there was a marked superiority in
the condition of the _zys avatars, which were exempt from this
_ourge. The universal venality ascribed [1848] to Russian function-
aries must be an immense drag on the capabilities of economical
improvement possessed so abundantly by the Russian empire:
dnce the emoluments of public officers must depend on the success
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with which they can multiply vexations, for the purpo_ of being
bought off by bribes.

Yet mere excess of taxation, even when not aggravated by
uncertainty, is, independently of its injustice, a serious economical
evil. It may be carried so far as to discourage industry by
insufficiency of reward. Very long before it reaches this point it
prevents or greatly checks accumulation, or causes the capital
accumulated to be sent for investment to foreign countries. Taxes
which fall on profits, even though that kind of income may not pay
more than its just share, necessarily diminish the motive to any
saving, except for investment in foreign countries where profits
are higher. Holland, for example, seems to have long ago reached
the practical mlulmum of profits : already in the last century her
wealthy capitalists had a great part of their fortunes invested in the
loans and joint-stock speculations of other countries : and this low
rate of profit is ascribed to the heavy taxation, which had been in
some meaaure forced on her by the cireumstanees of her position and
history. The taxes indeed, besides their great amount, were many
of them on necessaries, a kind of tax peculiarly injurious to industry
and accumulation. But when the aggregate amount of taxation is
very great, it is inevitable that recourse must be had for part of it
to taxes of an objectionable character. And any taxes on consump-
tion, when heavy, even if not operating on profits, have aometh_
of the same effect, by driving persons of moderate means to live
abroad, often taking their capital with them. Although I by no
means join with those political economists who think no state of
national existence desirable in which there is not a rapid increase of
wealth, I cannot overlook the many disadvantages to an independent
nation from being brought prematurely to a stationary state,
while the neighbouring countries continue advancing.

§ 3. The subject of protection to person and property, considered
as afforded by government, ramifies widely, into a number of indirect
channels. It embraces, for example, the whole subject of the per-
fection or inefficiency of the means provided for the ascertainment
of rights and the redress of injuries. Person and property cannot
be considered secure where the administration of justice is imperfect,
either fzom defect of integrity or capacity in the tribunals, or
because the delay, vexation, and expense accompanying the_x
operation impose a heavy tax on those who appeal to them, and
make it preferable to submit to any endurable amount of the evils
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which they are designed to remedy. In England there is no fault
to be found with the administration of justice, in point of pecuniary
integrity; a result which the progress of social improvement may
also be supposed to have brought about in several other nations
of Europe. But legal and judicial imperfections of other kinds are
abundant ; and, in England especially, are a large abatement from
the value of the services which the government renders back to the
people in return for our enormous taxation. In the first place, the
incognoscibi]ity (as Bentham termed it) of the law, and its extreme
uncertainty, even to those who best know it, render a resort to the

tribunals often necessary for obtaining justice, whens there being
no dispute as to facts, no litigation ought to be required. In the next
place, the procedure of the tribunals is so replete with delay, vexation,
and expense, that the price at which justice is at last obtained is au
evil outweighing a very considerable amount of injustice ; and the
wrong side, even that which the law considers such_ has many
chances of gaining its point, through the abandonment of litigation
by the other party for want of funds, or through a compromise in
which a sacrifice is made of just rights to terminate the suit, or
through some technical quirk, whereby a decision is obtained on
some other ground than the merits. This last detestable incident
often happens without blame to the judge, under a system of law
of which a great part rests on no rational principles adapted to
the present state of society, but was originally founded partly on a
kind of whims and conceits, and partly on the principles and incidents
of feudal tenure (which now survive only as legal fictions) ; and has

only been very imperfectly adapted, as cases arose, to the changes
which had taken placein society. Of all parts of the English legal
system, the Court of Chancery, which has the best substantive law,
has been incomparably the worst as to delay, vexation, and expense ;
and this is the only tribunal for most of the classes of cases which axe
in their nature the most complicated, such as cases of partnership,
and the great range and variety of eases which come under the
_]enomination of trust. 1The recent l_forms in this Court have

abated the mischief, but are still far from having removed it.
Fortunately for the prosperity of England_ the greater part of the

mercantile law is comparatively modern, and was made by the
tribunals by the simple process of recognising and giving force of
law to the nsages which, from motives of convenience, had grown

up among merohants themselves: 8o that this part of the law, at
1 iAdded in 4th ed. (1857).l
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least, was substantially made by those who were most interest_
in its goodness : while the defects of the tribunals have been the
less practically pernicious in reference to commercial transactions,
because the importance of credit, which depends on character,
renders the restraints of opinion (though, as daily experience
proves, an insu_cient) yet a very powerful, protection against
those formsofmercantile dishonesty which are generally
as such.

The imperfections of the law, both in its substance and in its
procedure, fall heaviest upon the interests connected with what is
technically called tea/property ; in the general language of European
jurisprudence, immoveable property. With respect to all this
portion of the wealth of the community, the law fails egregiously
in the protection which it undertakes to provide. It fails, first,
by the uncertainty, and the maze of technicalities, which make it
impossible for any one, at however great an expense, to possess a
title to land which he can positively know to be unassailable. It
fails, secondly, in omitting to provide due evidence of transactions,
by a proper registration of legal documents. It fails, thirdly, by
creating a necessity for opernse and expensive instruments and
formalities (independently of fiscal burthens) on occasion of the
purchase and sale, or even the lease or mortgage, of immoveable
property. And, fourthly, it fails by the intolerable expense and
delay of law proceedings in almost all cases in which real property
is concerned. There is no doubt that the greatest sufferers by the
defects of the higher courts of civil law are the landowners. Legal
expenses, either those of actual litigation, or of the preparation of
legal instruments, form, I apprehend, no inconsiderable item in
the annual expenditure of most persons of large landed property.
and the saleable value of their land is greatly impaired by the
difficulty of giving to the buyer complete confidence in the title ;
independently of the legal expenses which accompany the transfer.
Yet the landowners, though they have been m_ters of the legislation
of England, to say the ]east since 1688, have never made a single
move in the direction of law reform, and have been strenuous

opponents of some of the improvements of which they would more
particularly reap the benefit ; especially that great one of a registra-
tion ofcontracts attecting land, which when proposed by a Commlp.-
sion of emi-ent real property lawyers, and introduced into the
House of Commons by Lord Campbell, was so offensive to the
go_ral body d landlords, and was rejected by so large a majority,
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as to have long discouraged any repetition of the attempt.* This
irrational hostility to improvement, in a case in which their own
interest would be the most benefited by it, must be ascribed to an
intense timidity on the subject of their titles, generated by the
defects of the very law which they refuse to alter ; and to a conscious
ignoranos, and incapacity of judgment, on all legal subjects, which
makes them helplessly defer to the opinion of their professional
advisem, heedless of the fact that every imperfection of the law,

in proportion as it is burthensome to them, brings gain to the lawyer.
In so far as the defects of legal arrangements are a mere burthen

on the landowner, they do not much affect the sources of production ;
but the uncertainty of the title under which land is held must often
act as a great discouragement to the expenditure of capital in its
improvement; and the expense of making transfers operates to
prevent land from coming into the hands of those who would use it
to most advantage ; often amounting, in the case of small purchases,
to more than the price of the land, and tantamount, therefore, to
a prohibition of the purchase and sale of land in small portions,
unless in exceptional circumstances. Such purchases, however, are
almost everywhere extremely desirable, there being hardly any
country in which lauded property is not either too much or too little
subdivided, requiring either that great estates should be broken
down, or that small ones should be bought up and consolidated.
To make land as easily transferable as stock would be one of

the greatest economical improvements which could be bestowed
on a country; and has been shown, again and again, to have no
insuperable difficulty attending it.

Besides the exeellences or defects that belong to the law and

judicature of a country as a system of arrangements for attaining
direct practical ends, much also depends, even in an economical
point of view, upon the moral influences of the law. Enough has
been said in a former place t on the degree in which both the industrial
and all other combined operations of mankind depend for efficiency
on their being able to rely on one another for probity and fidelity to
engagements ; from which we see how greatly even the economical
prosperity of a country is liable to be affected by anything in its
institutions by which either integrity and trustworthiness, or the
contrary qualities, are encouraged. The law everywhere ostensibly

* [1866] LordWeatbury's reoent Act is a material mitigation of th/mgrizvouu
_idoot in English law, and will probably load to further improvementa

t Supra, pl_ 110-_
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iavours at least pecuniary honesty and the faith of contract_ ; but
if it affords facilities for evading those obligations, by trick and
chicanery, or by the uuscmpulous use of riches in instituting unjust
or resisting just litigation ; if there are ways and means by which
pemous may attain the ends of roguery, under the apparent sanction
of the law ; to that extent the law is demoralizing, even in _sa_l
to pecuniary integrity. And such cases are, unfortunately, frequent

under the English system. If, again, the law, by a misplaced
indulgence, protects idleness or prodigality agalnat their natural
consequences, or dismisses crime with inadequate penalties, the
effect, both on the prudential and on the social virtues, is unfavour-
able. When the law, by its own dispensations and injunctions,
establishes injustice between individual and individual ; as all laws
do which recognise any form of slavery ; as the laws of all countries

do, though not all in the same degree, in respect to the family
relations ; and as the laws of many countries do, though in still
more unequal degrees, as between rich and poor ; the effect on the
moral sentiments of the people is still more disastrous. But these

subjects introduce considerations so much larger and deeper than
those of political economy, that I only advert to them in order not
to pass wholly unnoticed thinga superior in importance to tho_ of
which I treat.
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THE SAME SUBJECT CONTINUED

§ 1. HAVINO spoken thus far of the effects produced by the
excellences or defects of the general system of the law, I shall now
touch upon those resulting from the special character of particular
parts of it. As a selection must be made, I shah confine myself
to a few leading topics. The portions of the civil law of a country
which are of most importance economically (next to those which
determine the status of the labourer, as slave, serf, or free) are those

relating to the two subjects of Inheritance and Contract. Of the
laws relating to contract, none are more important economically
than the laws of partnership, and those of insolvency. It happens
that on all these three points there is just ground for condemning
some of the provisions of the English law.

With regard to Inheritance, I have, in an early chapter, considered
the general principles of the subject, and suggested what appear
to me to be, putting all prejudices apart, the best dispositions
which the law could adopt. Freedom of bequest as the general
rule, but limited by two things : first, that if there are deecendantm,
who, being unable to provide for themselves, would become btuthan-
some to the state, the equivalent of whatever the state would accord
to them should be reserved from the property for their benefit : and

secondly, that no one person should be permitted to acquire, by
inheritance, more than the amount of a moderate independence.
In case of intestacy, the whole property to escheat to the state:
which should be bound to make a just and reasonable provision for
descendants, that is, such a provision as the parent or ancestor ought
to have made, their circumstances, capacities, and mode of bringin_g

up being considered.
The laws of inheritance, however, have probably sever_ phases

d improvement to go through, before ideas so far removed from
present modes of thi_ng will be taken into serious consideration :
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and as, among the recognised modes of det_,,,ining the eueeeuion
to property, some must be better and othem worse, it is n_ to
consider which of them deserves the preference. As an intermediate

course, therefore, I would recommend the extension to all property
of the present English law of inheritance affecting personal pr6perty
(freedom of bequest, and in ease ofintestacy, equal division) : except
that no rights should be acknowledged in collaterals, and that the
property of those who have neither descendants nor ascendants, and
make no will, should escheat to the state.

The laws of existing nations deviate from these mR_nm in two
opposite ways. In England, and in most of the countries where the
influence of feudality is still felt in the laws, one of the objects simed
at in respect to land and other immoveable property is to keep
it together in large masses : accordingly, in cases of inteetacy, it
passes, generally speaking (for the local custom of a few places is
different), exclusively to the eldest son. And though the rule of
primogeniture is not binding on test_tom, who in England have
nominally the power of bequeathing their property as they please,

any proprietor may so exercise this power as to deprive his immediate
succe_or of it, by entailing the property on one particular line of
hie descendants: which, besides preventing it from passing by
inheritance in any other than the prescribed manner, is attended
with the incidental consequence of precluding it from being sold;
since each successive possessor, having only a llfe interest in the
property, cannot alienate it for a longer period than his own life.
In some other countries, such as France, the law, on the contrary,
compels division of inheritances; not only, in case of intest_cy,
sharing the property, both real and personal, equally among all the
children, or (if there are no children) among all relatives in the same
degree of propinquity; but also not recognising any power of
bequest, or recognising it over only a limited portion of the property,
the remainder being subjected to compulsory equal division.

Neither of these systems, I apprehend, was i_t_-_luced, or is
perhaps maintained, in the countries where it exists, from any
general considerations of justice, or any foresight of economical
consequences, but chiefly from political motives; in the one case
to keep up large hereditary fortunes, and a landed aristocracy ;
in the other, to break these down, and prevent their resurrection.
The first object, as an aim of national policy, I conceive to be
eminently undesirable : with regard to the second, I have pointed
out what seems to me a better mode of attaining it. The merit, oI
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demerit, however, of either purtmse, belongs to the general science
of politics, not to the limited department of that science whicL is
here treated of. Each of the two systems is a real and efficient
instrument for the purpose intended by it ; but each, as it appears
to me, achieves that purlza_ at the cost of much mischief.

§ 2. There are two arguments of an economical character
which are urged in favour of primogeniture_ One is, the stimulus
applied to the industry and ambition of younger children, by leaving
them to be the architects of their own fortunes. This argument was
put by Dr. Johnson in a manner more forcible than complimentary
to an hereditary aristocracy, when he said, by way of recommendation
of primogeniture, that it "makes but one fool in a family." It is
curious that a defender of aristocratic institutions should be the

person to assert that to inherit such a fortune as takes away any
necessity for exertion is generally fatal to activity and strength of
mind : in the present state of education, however, the proposition,
with some allowance for exaggeration, may be admitted to be true.
But whatever force there is in the argument counts in favour of
limltln_ the eldest, as well as all the other children, to a mere pro-
vision, and dispe_ng with even the "one fool" whom Dr. Johnson
was willing to tolerate. If unearned riches are so pernicious to the
character, one does not see why, in order to withhold the poison
from the junior members of a family, there should be no way but to
unite all their separate potions, and administer them in the largest
possible dose to one selected victim. It cannot be necessary to inflict
this great evil on the eldest son for want of knowing what else to
do with a large fortune.

Some writers, however, look upon the effect of primogeniture
in stimulating industry, as depending, not so much on the poverty
of the younger children, as on the contrast between that poverty
and the riches of the elder ; thlnkln_ it indispensable to the activity
and energy of the hive that there should be a huge drone here and
there, to imprees the working bees with a due sense of the advantages
of honey. "Their inferiority in point of wealth," says Mr.
M'Cullooh, speaking of the younger children, "and their desire to
escape from this lower station, and to attain to the same level with
their elder brothers, inspires them with an energy and vigour they
could not otherwise feel. But the advantage of preserving large
estates from being frittered down by a scheme of equal division, is
not limited to its influence over the younger children of their ownem
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It m UniversaUy the standard of competence, and 8dyes new force
to the spr_ which set industry in motion. The manner of living

among the great landlords is that in which every one is ambitioul
of being able to indulge ; and their habits of expense, though some-
times injurious to themselves, act as powerful incentives to the
ingenuity and enterprise of the other classes, who never think their
|ortunes su_ciently ample, unless they will enable them to emulate the
splendour of the richest landlords ; so that the custom of primogeni-
ture seems to render all classes more industrious, and to augment
at the same time, the mass of wealth and the scale of enjoyment." $

The portion of truth, I can hardly say contained in these observa-
tions, but recalled by them, I apprehend to be, that a state of
complete equality of fortunes would not be favourable to active
exertion for the increase of wealth. Speaking of the mass, it is as
true of wealth as of most other distinctions--of talent, knowledge,
virtue--that those who already have, or think they have, as much
of it as their neighbours, wi|l seldom exert themselves to acquire
more. But it is not therefore necessary that society should provide

a set of persons with large fortunes, to fulfil the social duty of standing
to be looked at, with envy and admiration, by the aspiring poor.
The fortunes which people have acquired for themselves answer the
purpose quite as well, indeed much better ; since a person is more
powerhflly stimulated by the example of somebody who has earned
a fortune, than by the mere eight of somebody who possesses one ;
and the former is necessarily an example of prudence and frugality
as well as industry, while the latter much oftener sets an example
of profuse expense, which spreads, with pernicious effect, to the
very class on whom the sight of riches is supposed to have so bene-
ficial an influence, namely, those whose weakness of mind, and taste
for ostentation, makes "the splendour of the richest landlords"
attract them with the most potent spell. In America there are few

or no hereditary fortunes ; yet industrial energy, and the ardour of
accumulation, are not supposed to be particularly backward in that
part of the worl& When a country has once fairly entered into the
industrial career, which is the principal occupation of the modern_
as war was that of the ancient and medis_val world, the desire of

acquisition by industry needs no factitious stimulus: the advan-
tages naturally hlherent in riches, and the character they assume

*Principle, s of Politiea_ Economj/, ed. 1843, p. _k There is much more
to the same effect in the more recent treatise by the "=me author, O_ t&l
_/o_ _ Proper_ mtau_ I_.Deo_
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of a test by which talent and success in Hfeare habitually measured,
are an ample security for their being pursued with sufficient intensity
and zeal. As to the deeper consideration, that the diffusion of wealth,
and not its concentration, is desirable, and that the more wholesome
state of society is not that in which immense fortunes are possessed
by a few and coveted by all, but that in which the greatest possible
numbers possess and are contented with a moderate competency,
which all may hope to acquire ; I refer to it in this place only to
show how widely separated, on social questions, is the entire mode
of thought of the defenders of primogeniture, from that which is
partially promulgated in the present treatise.

The other economical argument in favour of primogeniture has
special reference to landed property. It is contended that the habit
of dividing inheritances equally, or with an approach to equality,
among children, promotes the subdivision of land into portions too
small to admit of being cultivated in an advantageous manner. This
argument, eternally reproduced, has again and again been refuted
by English and Continental writers. It proceeds on a supposition
entirely at variance with that on which all the theorems of political
economy are grounded. It assumes that m_nlrlnd in general
will habitually act in a m_nm_,_ropposed to their immediate and
obvious pecuniary interest. For the division of the inheritance
does not necessarily imply division of the land ; which may be held
in common, as is not unfrequently the case in France and Belgium ;
or may become the property of one of the cohe/rs, being charged
with the shares of the others by way of mortgage ; or they may sell
it outright, and divide the proceeds. When the division of the land
would diminish its productive power, it is the direct interest of the
heirs to adopt some one 5f these arrangements. Supposing, how-
ever, what the argument assumes, that either from legal difl_cnlties,
or from their own stupidity and barbarism, they would not, if left
to themselves, obey the dictates of this obvious interest, but would
insist upon cutting up the land bodily into equal parcels, with the
effect of impoverishing themselves ; this would be an objection to
a law such as exists in France, of compulsory division, but can be no
reason why testators should be discouraged from exercising the
right of bequest in general conformity to the rule of equality, since
it would always be in their power to provide that the division of the
inheritance should take place without dividing the land itself. That
the attempts of the advocates of primogeniture to make out a case
by facts against the custom of equal division are equally abortive_
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has been shown in a former plac_ In all countries, or parts oJ
countries, in which the division of inheritances is accompanied by
small holdings, it is because small holdingm are the general system
o[ the country, even on the estates of the great proprietors

Unless a strong case of social utility can be made out for primo-
geniture, it stands sufficiently condemned by the general principles
of justice ; being a broad distinction in the treatment of one parson
and of another, grounded solely on an. accident. There is no need,
therefore, to make out any case of economical evil agaimd primo-
geniture. Such a case, however, and a very strong one, may be
made. It is a natural effect of primogeniture to make the landlords
a needy class. The object of the institution, or custom, is to keep
the land together in largemasses, and this it commonly accomplishes ;
but the legal proprietor of a largo domain is not nece__x___rilythe bond
f_deowner of the whole income which it yields. It is usually charged,
in each generation, with provisions for the other children. It is
often charged still more heavily by the impr_ent expenditure of
the proprietor. Great landowners are generally improvident iu
their expenses ; they llve up to their incomes when at the highest,
and if any change of circumstances diminishes their resources, soma
time elapses before they make up their minds to retrench. Spand-
thrifts in other classes are ruined, and disappear from society ; but
the spendthrift landlord usually holds fast to his land, even when
he has become a mere receiver of its rents for the benefit of creditors.
The same desire to keep up the "splendour" of the family, which
gives rise to the custom of primogeniture, indisposes the owner to
sell a part in order to set free the remainder ; their apparent are
therefore habitually greater than their real means, and they are
under a perpetual temptation to proportion their expenditure to
the former rather than to the latter. From such causes as these, in
almost all countries of great landowners, the majority of landed
estates are deeply mortgaged; and instead of having capital te
spare for improvements, it requires all the increased value of land,
caused by the rapid increase of the wealth and population of the
country, to preserve the class from being impoverished.

§ 3. To avert this impoverishment, recourse was had to the
contrivance of entails, whereby the order of succession was irre-
vocably fixed, and each holder, having only a life interest, was
unable to burthen his successor. The land thus passing, free from
debt, into the possession of the heir, the family could not be ruined
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by the Improvidence of its exiting representative. The economical
evils arising from this disposition of property were partly of the
same kind, partly different, but on the whole greater, than those
arising from primogeniture alone. The possessor could not no_
ruin his successors, but he could still ruin himself • he was not at

all more likely than in the former case to have the means necessary
for improving the property : while, even if he had, he was still less
likely to employ them for that purpose, when the benefit was to
accrue to a person whom the entail made independent of him, while
he had probably younger children to provide for, in whose favour he
could not now charge the estate. While thus disabled from being
himself an improver, neither could he sell the estate to somebody
who would; since entail precludes alienation. In general he has
even been unable to grant leases beyond the term of his own life ;
"for," says Btackstone, "if such leases had been valid, then,
under cover of long leases, the issue might have been virtually dis-
inherited ; " and it has been necessary in Great Britain to relax, by
statute, the rigour of entails, in order to allow either of long leases,
or of the execution of improvements at the expense of the estate.
It may be added that the heir of entail, b_Jng assured of succeeding
to the family property, however undeserving of it, and being aware
of this from his earliest years, has much more than the ordinary
chances of growing up idle, dissipated, and protfigate_

In England, the power of entail is more limited by law than in
Scotland and in mcetothercountries where it exist& A landowner can

settle his property upon any number of persons successively who
are living at the time, and upon one unborn person, on whose attain-
ing the age of twenty-one the entail expires, and the land becomee
his absolute property. An estate may in this manner be transmitted
through a son, or a son and grandson, living when the deed is
executed, to an unborn child of that grandson. It has been main-
talned that this power of entail is not sufficiently extensive to do
any mischief : in truth, however, it is much larger than it seems.
Entails very rarely expire; the first heir of entail, when of age,
joins with the existing possessor in resettling the estate, so as to
prolong the entail for a further term. Large properties, therefore,
are rarely free, for any considerable period, from the restraints of a
strict settlement ; I though the mischief is in one respect mitigated,

i [The concluding words ol thin paragraph took the place in the 5th ed.
(1862) of the following words of the original text: ' and English entails are
not, in point of fact, much leasinjurious than those of other countries "}
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since in the renewal of the settlement for one more generation the
estate is nsuaI]y charged with a provision for younger children.

In an economical point of view, the best system of landed pro-
perty is that in which land is most completely an object of com-
merce; passing readily from hand to hand when a buyer can be
found to whom it is worth while to offer a greater sum for the land
than the value of the income drawn from it by its existing possessor.
This of course is not meant of ornamental property, which is a
source of expense, not profit; but only of land employed for
industrial uses, and held for the sake of the income which it affords.
Whatever facilitates the sale of land, tends to make it a more pro-
ductive instrument of the community at large ; whatever prevents
or restricts its sale, subtracts from its usefulness. Now, not only
has entail this effect, but primogeniture also. The desire to keep
land together in large masses, from other motives than that of pro-
meting its productiveness, often prevents changes and alienation
which would increase its emeiency as an instrument.

§ 4. On the other hand, alawwhich, like the lrrench, restricts the
power of bequest to a narrow compass, and compels the equal
division of the whole or the greater part of the property among the
children, seems to me, though on different grounds, also very
seriously objectionable. The only reason for recognising in the
children any claim at all to more than a provision, sufficient to
launch them in life, and enable them to find a livelihood, is grounded
on the expressed or presumed wish of the parent ; whose claim to
dispose of what is actually his own cannot be set aside by any pre-
tensions of others to receive what is not theirs. To control the

rightful owner's liberty of gift, by creating in the children a legal
right superior to it, is to postpone a real claim to an imaginary one.
To this great and paramount objection to the law, numerous secondary
ones may be addccL Desirable as it is that the parent should treat
the children with impartiality, and not malre an eldest son or a
favourite, impartial division is not alway synonymous with equal
division. Some of the children may, without fault of their own, be
less capable than others of providing for themselves : some may
by other means than their own exertions, be already provided for :
and impartiality may therefore require that the rule observed should
not be one of equalityj but of compensation. Even when equality
is the object, there are sometimes better means of attainin_ it
than the inflexible rules by which law must necessarily proceed.
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If am of the cohehz, being of a quarrehome or litigious disp_tion,
stands upon his utmost rights, the law cannot make equitable adjust-
ments; it cannot apportion the property as seems best for the
collective interest of all concerned ; if there are several parcels of
land, and the heirs cannot agree about their value, the law cannot
give a parcel to each, but every separate parcel must be either put
up to sale or divided : if there is a residence, or a park or pleasure-
ground, which would be destroyed, as such, by subdivision, it must
be sold, perhaps at a great sacrifice both of money and of feeling.
But what the law could not do, the parent could. By means of
the liberty of bequest, all these points might be determined according
to reason and the general interest of the persons concerned; and
the spirit of the principle of equal division might be the better
observed, because the testator was emancipated from its letter.
Finally, it would not then be necessary, as under the compulsory
_ystem it is, that the law should interfere authoritatively in the
coneerus of individuah, not ordy on the occurrence of a death, but
throughout life, in order to guard against the attempts of parents
to frustrate the legal chima of their heir_ under colour of gifts and
other alienations im_ e/re&

In conclusion ; all owners of property should, I conceive, have
power to dispose by will of every part of it, but not to determine
the person who should succeed to it after the death of all who were
living when the will was made. Under what restrictions it should
be allowable to bequeath property to one person for life, with
remalnde_ to another person already in existence, is a question
belonging to general legislation, not to political economy. Such
mettlements wotdd be no greater hindrance to alienation than any
cMe of joint ownership, since the consent of persona actually in
existence is all that would be necessary for any new arrangemen_
respecting the property.

§ 5. From the subject of Inheritance I now pass to that of
Contracts, and among these, to the important subject of the Laws
d Partnership. How much of good or evil depends upon these laws,
and how important it is that they shouid be the best possible, isevident
to all who recognise in the extension of the co-operative principle, in
the larger meuseof the term, the great economical necessity of modern
industry. The progress of the productive arts requiring that many
sorm of industrial occupation should be carried on by larger and
larger capitals, the productive power of industry must suffer by

2a
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whatever impedes the formation of large capitals through the
tlon of smalhr one_ Capitals of the requisite magnitude belonging
to single owners, do not, in most countries, exist in the needfn!
abundance, and wouJd be still less numerous if the laws favored the

diffusion instead of the concentration of property : while it is most
undesirable that all those improved processes, and those means of
efficiency and economy in production, which depend on the posscs-
sion of l_rge funds, should be monopolies in the hands of a few
rich individuals, through the dimcuities experienced by persons of
moderate or small means in associating their capital. Finally, I
must repeat my conviction, that the industrial economy which
divides society absolutely into two portions, the payers of wages
and the receivers of them, the first counted by thousands and the
last by millions, is neither fit for, nor capable of, indefinite duration :
and the possibility of changing this system for one of combination
without dependence, and unity of interest instead of organized
hostility, depends altogether upon the future developments of the
Partnership principle.

Yet there is scarcely any country whose laws do not throw great,
and in most cases intentional, obstacles in the way of the formation
of any numerous partnership. In England it k already a serious
discouragement, that differences among partners are, practically
speaking, only capable of adjudication by the Court of Chancery :
which is often worse than placing such questions out of the pale of
all law ; since any one of the disputant parties, who is either
dishonest or litigious, can involve the others at his pleasure in the
expense, trouble, and anxiety, which are the unavoidable accom-
paniments of a Chancery suit, without their having the power of
frying themselves from the infliction even by breslrlng up the
mu_istion.* Besides this, it required, until lately, a separate Act

* [1852] Mr. Ceoil Fane, the Commissioner of the B_nkruptoy Court, in
his evidenoe before the Committee on the I_w of Partnershit_ says : "I re-
member s short time ago reading s written st_tmnent by two eminent solicitors,
who said thJt they had known many partnemhip _oounts go into (_xy,
but that they nevex knew one oome out. . . . Very few of the persons who
would be disposed to engage in ps_nershipe of this kind" (oo-operstive ss_eis-
tions of working men) " have any ides of the truth, namely, that the decision
of questions,,arising amongst partners zs"rmdly impraetiesb_

Do they not know that onepartner may rob the other without any pmsl-
bi]ity of his obtaining redress T_-The fact k so ; but whether they know it or
not, I eannot underteJmto ssy.

This flagrant injustice is, in Mr. Fsne's opinion, wholly attributable to the
defects of the tribun_ " My opinion k, that if thm_ is one thing moro essy
titan another, it is the settlement of Ima-tnenthipqnestim_ and for the
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of the legislature betore any joint_tock _aociation could legally
constitute itself, and be empowered to act as one body. By a
statute passed a few years ago, this necessity is done away ; but the
statute in question is described by competent authorities as a "mass
of confusion," of which they say that there "never was such an in-
flictiou" on persons entering into partnership. $ l When a number
of persons, whether few or many, freely desire to unite their funds

for a common undertaking, not asking any peculiar privilege, nor
the power to dispossess any one of property, the law can have no
good reason for throwing difficulties in the way of the realization
of the project. On compliance with a few simple conditions of
publicity, any body of persons ought to have the power of constitut-

ing themselves into a joint-stock company, or soc/_ _ myra coUectif,
without asking leave either of any public officer or of parliament.S
As an association of many partners must practically be under the
management of a few, every facility ought to be afforded to the
body for exercising the necessary control and check over those few,

whether they be themselves members of the association, or merely
its hired servants : and in this point the English system is still at a
lamentable distance from the standard of pedection.S

§ 6. Whatever facilities, however, English law might give to
associations formed on the principles of ordinary partnership, there
is one sort of joint-stock association which until the year 1855 it
absolutely disallowed, and which could only be called into existence
by a special act either of the legislature or of the crown. 4 I mean,
auociations with limited liability.

Associations with limited liability are of two kinds : in one, the

reuon, that everything which is done in a partnership is entered in the books ;
the evidence therefore is at hand ; if therefore a rational mode of proceeding
were once adopted, the difficulty would altogether vanish.'--Minutes of Evi-
dence annexed to the Rt_portof ff_ _el_ CommiP_ ca tl_ Law of Partz_r_ip
(1851), pp. 85-7.

* P_port, ut supra, Iz 167.
i [So since the 3rd ed. (1852). In the original : "this necessity k do_m

away, and the formalitie0 which have been substituted for it arenot sufficiently
onerous to be very much of an impediment to such undertakings."]

2 [The comment : "and this liberty, in England, they cannot now be fairly
said not to have," (" though they have had it but for a little more than three
years," omitted in 2nd ed. 1849), was dropt out of the 3rded.]

* [" Though less, I believe, owing to the defects of the law than to tho_
e[ the courts of judicature ; omitted in 3rd ed.]

• [So dnoe 4th ed. (1857). In the original: a which it aimolutely dis.
allows, and which can still be only" &a "Until lately" w_ _ in thin
Srd od. in the next _ph.]
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liability of all the partners is limited, in the other that of some of
them only. The first is the soc/_ aaonyme of the French law, which
in England had until lately no other name than that of "chartered
company :" meaning thereby a joint-stock company who_e share-
holders, by a charter from the crown or a special enactment of the
legislature, stood exempted from any liability for the debts of the
concern, beyond the amount of their subscriptions. The other

species of lhnited partnership is that known to the French law
under the name of com_nd/te ; of this, which in England is still
unrecognised and illegal, I sh_ll spe_ presently.

H a number of persons choose to associate for carrying on any
operation of commerce or industry, agreeing among themselves
and announcing to those with whom they deal that the members
of the association do not undertake to be responsible beyond the
amount ot the subscribed capital ; is there any reason that the law
should raise objections to this proceeding, and should impose on
them the unlimited responsibility which they disclaim _ For whose
Bake _ Not for that of the partners themselves ; for it is they whom
the limitation of responsibility benefits and protects. It must
therefore be for the sake of third parties; namely, those who
may have transactions with the association, and to whom it may
run in debt beyond what the subscribed capital sui_ces to pay.
But nobody is obliged to deal with the association : still less is any

• ne obliged to give it unlimited credit. The class of persons with
whom such associations have dealings are in general pedectly
capable of taking care of themselves, and there seems no reason that
the law should be more careful of their interests than they will
themselves be ; provided no false representation is held out, and
they are aware from the first what they have to trust to. The law is
warranted in requiring from all joint-stock associations with limited
responsibility, not only that the amount of capital on which they
profess to carry on business should either be actually paid up or
security given for it (if, indeed, with complete publicity, such a
requirement would be necessary), but also that such accounts should

be kept, accessible to individuals, and if needful, published to the
world, as shah render it possible to ascertain at any time the existing
state of the company's affairs, and to learn whether the capital which
is the sole security for the engagements into which they enter, still
subsists unimpaired: the fidelity of such accounts being guarded
by sufficient penalties. When the law has thus afforded to in-
dividuals all practicable means of knowing the circumstances which
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ought to enter into their prudential calculations in dealing with the
company, there seems no more need for intedering with individual
judgment in this sort of transactions, than in any other part of the
private businem of Hie.

The reason usually urged for such interference is, that the

managers of an association with limited responsibility, not risking
their whole fortunes in the event of loss, while in ease of gain they
might profit largely, are not sumciently interested in exercising due
eircunwpection, and are under the temptation of expo_ng the funds
of the association to improper hazards. It is, however, well ascer-
tained that associations with unlimited responsibility, ff they have
rich shareholders, can obtain, even when known to be reckless in

their transactions, improper credit to an extent far exceeding what
would be given to companies equally ill-conducted whose creditors
had only the subscribed capital to rely ore* 1 To whichever side
the balance of evil inclines, it is a consideration of more importance
to the shareholders themselves than to third parties; since, with

proper securities for publicity, the capital of an association with
limited liability could not be engaged in hazards beyond thoas
ordinsxily incident to the business it carries on, without the fac4s
being known, and becoming the subject of comments by which the
credit of the body would be likely to be affected in quite as great a
degree as the circumstances would justify. If, under securities for
publicity, it were found in practice that companies, formed on the
principle of unlimited responsibflity, were more skilfully and more
cautiously managed, companies with limited liability would be unable
to maintain an equal competition with them ; and would therefore
rarely be formed, unless when such limitation was the only condition
on which the necessary amount of capital could be raised : and in
that case it would be very _able to My that their formation
ought to be prevented.

It may further be remarked, that although, with eqlls]ity of
capital, a company of limited liability offers a somewhat lees security
to those who deal with it, than one in which every shareholder is
responsible with his whole tortune_ yet even the weaker d these

* See the Repo_ akeady ref_ to, pp. 145-1_8.[So since the 5th ed. (1862). The addition, as made in the 3rded. (1852),
began : "It has howeve_ been proved by the evidence of several experienced
witnesses before a late eommittee of the House of Commons that asaceiations"
_. The ori_.al text, after" improper hazards" went on : "Admitting that
t]_ imone of tim _t_eu og mloh _soe_tiona, it ia a oonsideration og
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two secur_es is in some respects stronger than that which an
individual capitalist ca_, afford. In the case of an individual, there
is such security as can be founded on his unlimited liability, but not
that derived from publicity of transactions, or from a known and
large amount of paid-up capital. This topic is welt treated in an
able paper by M. Coquelin, published in the Revue des Deuz
Mondes for July 1843.*

"While third parties who trade with individuals," ssys this
writer, "scarcely ever know, except by approximation, and even
that most vague and uncertain,W]mt i8 the amount of capital
responsible for the performance of contracts made with them,
those who trade with a zo¢/_ anonyme can obtain full informa-
tion if they seek it, and perform their operations with a feeling of
confidence that cannot exist in the other case. Again, nothing is
easier than for an individual trader to conceal the extent of his

engagements, as no one can know it certainly but himAelL Even
Ida confidential clerk may be ignorant d it, as the loans he finds
him_lf compelled to make may not all be of a character to require
that they be entered in his day-book. It is a secret confined to
himself ; one which transpires rarely, and always alowly ; one
which is unveiled only when the catastrophe has oce_ On the
contrary, the sod_ ammyme neither can nor ought to borrow,
without the fact becomln_ known to all the wodd--dix_cto_ cler]r_,
shareholders, and the public. Its operations partakej in some
respects, of the nature of those of governments. The light of day
penetrates in every direction, and there can be no secrets from
those who seek for informatioz_ Thus all is fixed, recorded, known,
of the capital and debts intbe case of the moc/_ _, while all
is uncertain and unknown in the ease of the individual trader.

Which of the two,we would ask the reader,preeents the most
favourable aspect, or the surest guarantee, to the view of those who
trade with them T

"Again, availing himself o| the obscurity in which hill affairs
are shrouded, and which he desires to increase, the private trader is
enabled, so long as hie businees appears prosperous, to produce
impressions in regard to his means far exceeding the reality, and
thus to establish a credit not justified by those meanL When
loesee oce_, and he sees hlmse]f thrcatened with bankruptcy, the
world is at_l ignorant of hk condition, and he finds himself enabled to

* Thequotationis froma _ publishedby Mr. 1_ CLCarey,in an
Juneriosaperiodio_ Hm_'. Me_m_. MaQo_, for Maysad June
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matraet debt_ far beyond the pmaibility of payment. The fatal
day arrives, and the creditors find a debt much greater than had
been anticipated, while the means of payment are as much leas.
Even this is not alL The same obscurity which has served him so
well thus far, when desiring to magnify his capital and increase his
credit, now affords him the opportunity of placing a part of that
capital beyond the reach of his creditors. It becomes diminiahed,

if not annihilated. It hides itself, and not even legal remedies,
nor the activity of creditors, can b.-_ngit forth from the dark comers
in which it is placed.... Our readers can readily determine for
themselves if practices of this kind are equally easy in the ease of
the _ a_onyme. We do not doubt that such thln_ are possible,
but we think that they will agree with us that from its nature, its
organisation, and the necessary publicity that attends all its actions,
the liability to such oc_rrences is very greatly diminished."

The laws of most countries, England included, have erred in a
two-fold manner with regard to join_stock companies. While they
have been most unreasonably jealous of allowing such associations
to exist, especiaJly with limited responsibility, they have generally
neglected the enforcement of publicity; the beat security to the
public againat any danger which might arise from this description
of partnerships ; and a security quite as much required in the case
of those associations of the kind in question, which, by an exception
from their general practice, they suffered to exist. Even in the
instance of the Bank of England, which holds a monopoly from the
legislature, and has had partial control over a matter of so much
public interest as the state of the circulating medium, it is only
within these few years that any publicity has been enforced ; and
the publicity was at first of an extremely incomplete character,
thongh now, for mint practical purposes, probablyat length su_cient_

| 7. The other kind of limited partnership which demands
our attention ia that in which the managing partner or partners
are responsible with thdr whole fortunes for the engagements of
the concern, but have others associated with them who contribute

only. definite snma, and are not liable for anything beyond, though
they participate in the profits according to any rule which may be
agreed on. This is called partnership ea eommand_e : and the
partmers with limited liability (to whom, by the French law, all
interference in the management of the eoneern is interdicted) are
known by the name eomma_//ta/ra. Such partnerahipe are not
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allowed by English law:l in all private partnership, whoevez
shares in the profits is liable for the debts to as plenary an extent
as the managing partner.

For such prohibition no satisfactory defence has ever, so far as I
am aware, been n_de. Even the insut_cient reason given against
limiting the responsibility of shareholders in a joint-stock company
does not apply here ; there being no diminution of the motives to
circumspect management, since all who take any part in the direction
of the concern are liable with their whole forthales. To third parties,
again, the security is improved by the existence of commandite ;
_ince the amount subscribed by commanditaires is all of it available
to creditors, the commanditaires losing their whole investment before

any creditor can lose anything; while, if instead of becoming
partners to that amount, they had lent the sum at an interest equal
to the profit they derived from it, they would have shared with the
other creditors in the residue of the estate, diminishing pro rat_ the
dividend obtained by all. While the practice of commandite thus
conduces to the interest of creditors, it is often highly desirable f_
the contracting parties themselves. The managers are enabled
to obtain the aid of a much greater amount of capital than they
could borrow on their own security ; and persons are induced to aid
useful undertakings, by embarking limited portions of capital in
them, when they would not, and often could not prudently, have
riskedtheirwholefortuneson thechancesofthe enterprise.

Itmay perhapsbe thoughtthatwhere due facilitiesareafforded

to join_stock companies, commandite partnerships are not required.
But there are classes of cases to which the commandite principle
must always be bet/_er adapted than the jolnt-st_k prindple.
" Suppose," says M. Coque]in, "an inventor seeking for a capital
to carry his invention into practice. To obtain the aid of capitalists,
he must otter them a share of the anticipated benefit; they must
associate themselves with him in the chances of its success. In such

a case, which of the forms would he select T Not a common partner-
ship, certainly ; " for various reasons, and especially the extreme
difficulty of finding a partner with capital, willing to risk his whole
fortune on the success of the invention.* " Neither would he

! [They nave been allowed aim, 1_ _ Appendix _ Oompmtlf
mid Partnenddp Lnw.]

* [1852] "There _ linen a gre_t deal ot oommiseration profemed," aays
Mr. Dunean, aolioitor, towards the poor inventor ; he haa been oppremed by
the high seat of palamts ; but his eiffel oppreasion ham been the pa_p
law. whieh preventa himgetting _ one to help him to develop hia invention.
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select the _ a_o_e," or any ether form of joint-_mck company.
"in which he might be superseded as manager. He would e_and,
in each an essociation, on no better footing than any other share-
holder, and he might be lost in the crowd ; whereas, the association

existing, as it were, by and for him_ the management would appear
to belong to him as a matter of right. (_ses occur in which a
merchant or a manufacturer, without being precisely an inventor,

has undeniable claims to the management of an undertaking, from
the possession of qualities peculiarly calculated to promote its
success. So great, indeed," continues M. Coquelin, "is the necessity,
in many cases, for the limited partnership, that it is difllcult to
conceive how we could dispense with or replace it :" and in reference
to his own country he is probably in the right.

Where there is so great a readiness as in England, on the
part 04 the public, to form joint-stock associations, even without
the encouragement of a limitation of responsibility; commandite
partnership, though its prohibition is in principle quite indefensible,
cannot be deemed to be, in a merely economical point of view, of the
imperative necessity which M. Coquetin ascribes to it. Yet the
inconveniences axe not small which arise indirectly from provisions
of law by which every one who shares in the profits of a concern is
subject to the full liabilities of an unlimited partnership. It is
impossible to say how many or what nseful modes of combination are
rendered impracticable by such a state of the law. It is suflleient
for its condemnation that, unless in some way relaxed, it is
inconsktent with the payment of wages in part by a percentage on

He is s poor man, and therefore cannot give security to a creditor; no one
Willlend him money ; the rste of interest offered, however high it may be, is
not an _ttraction, But ff by the alteration of the law hecould allow cspitalisto
to take an interest with him and share the profits, while the risk sho,l_ be
confined to the capital they embarked, there is very little doubt at _ that he
would frequently get aeeistanco from capitaliste ; whereas _. the present
moment, with the law as it stands, he is completely destroye, i, and his inven-
tion is treeless to him ; he struggles month after month ; h,. applies again and
_g_in to the capitalists without avail. I know it praetlcsliy in two or three
eum of patented inventions; especially one where parties with capita] were
desirous of entering into an undertak*in_of great moment in Liverpool, but
five or six different gentlemen were deterred from doing so, all feeling the
stro_nfest objeetion to what caeh one e&iled the cursed partnership law."
--Re_,t, 1_ 155. ,

Mr. Fane cays, In the course of my profemiomd Hie,u a 0ommissioner
of the Coert of Bankruptcy, I have learned that the most unfortunate man in
the world is an inventor. The di_eulty whieh ml inventor finds in getting
st esplt_ involvm him in all aorta of em_rmmmon_, and he ultimately k
for the _ part • rained man, and somebody eke gets possession of Ilk
invent_on."_Ib, p. 82.

2G_
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profits ; in other words, the mmciation of the operatives as virtual
partners with the capitalist.*

It is, above all, with reference to the improvement and elevation
of the working classes that complete freedom in the conditions of
partnership is indispensable. C_mbinations such as the associations
of workpeople, described in a former chapter, are the most powerful
means of effecting the social emancipation of the labourers through
their own moral qualitie_ Nor is the liberty of association impor-
tant solely for its examples of success, but fully as much so for the
sake of attempts which would not succeed; but by their _u_
would give instruction more impressive than can be afforded by
anythln_ short of actual experience. Every theory of social ira.
provement, the worth of which is capable of being brought to an

experimental test, should be permitted, and even encouraged, to
submit itself to that test. From such experiments the active Portion
of the working classes would derive lessons, which they would be
slow to _arn from the teaching of Persons supposed to have interests
and prejudices adverse to their good ; would obtain the means of
correcting, at no cost to society, whatever is now erroneous in their
notions of the means of establishing their independence ; and of

discovering the conditions, moral, intellectual, and industrial, which
are indispensably necessary for eflecting without injustice, or for
eflecting at all, the social regeneration they aspire to.t

The French law of partnership is superior to the English in per-

mitting commandite ; and superior, in having no such unmanageable
instrument as the Court of Chancery, all cases arising from com-
mercial transactions being adjudicated in a comparatively cheap
and expeditious manner by a tribunal of merchants. In other
respects the French system was, and I believe still is, far worse than
the English. A joint-stock company with limited responsibility
cannot be formed without the express authorization of the depart-

* [1865] It has been found possible to effect this through the Limited
Liability Act, by erecting the capitalist and hla workpeople ilzto • Limi_
Company ; as proposed by Messrs. Briggs (supra_lz 771).

t [1862] By an Act of the year 1852, oalled the Industrial and Provident
Societies ACt, for which the nat/on is indebted.to the publio."spi_... exertinm
of Mr. Slaney, industrial associations of wor"._ people are admitted to tl_

the formslities spplio_le to Joint4toek eo.m_e,, ou_ provmm _or _
as_en_ntot d_ut_ ..._ th. _ _tuo_ m _.t._. you?,._
Chancery. There are still some defeets m the provmons ol mm _ wmen
hunl_ the Woee,di_ ot the Soeietiss in ,everLi _W; us is I_inted oat
la tim Abammek of t/w Roe2tdakEqu/tab/e P/oaeer, xorxeot.
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ment of government eslled the Oom_7 _'Eta¢, s body of s_mlniR-
_tom, generally entire strangers to indnstrisl transactions, who
have no interest in promoting enterprises, and are apt to _hln_
that the purpose of their institution is to restrsin them; whose.
consent cannot in any ease be ob_ined without an amount of time
and labour which m a very serious hindrance to the commencement
of an enterprise, while the extreme unosrtsinty of obtaining that
consent at all is a great discouragement to capitalists who would
be willing to subscribe. In regard to joint-stock companies without
limitation of responsibility, which in England exist in such numbers
and are formed with such facility, these associations cannot, in
France, exist at all ; for, in cases d unlimited partnership, the
Frenchlaw does not permit the division of the capital into tranderable

The beet existing [1848] laws of partnership appear to be those
of the New England States. According to Mr. Carey,* "nowhere
is association so little trammelled by regulations as in New England ;
the consequence of which is, that it is carried to a greater extent
there, and particularly in Massachusetts and Rhode Island, than
in any other part of the world. In these states, the soil is covered
with c_npagn/_s anony,w_--chartered companies--for almost every
conceivable purpose. Every town is a corporation for the manage-
ment of its roads, bridges, and schools: which are, therefore, under
the direct control of those who pay for them, and are consequently
well managed. Academies and churches, lyceums and libraries,
uving fund societies, and trust companies, exist in numbers pro-
portioned to the wants of the people, and all are corporations.
Every district has its local bank, of a size to suit its wants, the
stock of which is owned by the small capitalists of the neighbour-
hood, and managed by themselves; the consequence of which is,
that in no part of the world is the system of banking so pedect----
so little liable to vibration in the amount of loans--the necessary
effect of which is, that in none is the value of property so little affected
by changes in the amount or value of the currency resulting from
the movements of _Tz_rown banking institutions. In the two states
to which we have particularly referred, they are almost two hundred
in number. Massachusetts, alone, offers to our view fifty-three
insurance offices, of various forms, scattered through the state, and
all incorporate& Factories are incorporated, and axe owned in

* In • note appendedto lJ tllmalationof M.Coquelin'lpapm_
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shars8 ; and every one that has any part in the management a(
their concerns, from the purchase of the raw material to the sale
of the manufactured article, is a part owner ; while every one

employed in them has a prospect of becoming one, by the use of
prudence, exertion, and economy. Charitable associations exist in
large numbers, and all are incorporate_ Fishing vessels are owned
in shares by those who navigate them ; and the sailors ofa whaling
ship depend in a great degree, if not altogether, upon the success
of the voyage for their compensation. Every master of a vessel
trading in the Southern Ocean is a part owner, and the interest
he possesses is a strong inducement to exertion and economy, by
aid of which the people of New England are rapidly driving out
the competition of other nations for the trade of that part of the
world. Wherever settled, they exhibit the same tendency to com-
bination of action. In New York they are the chief owners of
the lines of packet ships, which are divided into shares, owned
by the shipbuilders, the merchants, the master, and the mates ;
which last generally acquire the me_nx of becoming themselves
masters, and to this is due their great success. The system is the
most perfectly democratic of any in the world. It affords to every
labourer, every sailor, every operative, male or female, the prospect
of advancement; and its results are precisely such as we should
have reason to expect. In no part of the world are talent, industry,
and prudence, so certa/n to be largely rewarded."

The eases of insolvency and fraud on the part of chartered
companies in America, which have caused so much loss and so
much scandal in Europe, did not occur in the part of the Union to
which this extract refers, but in other States, in which the right
of association is much more fettered by legal restrictions, and in
which, accordingly, joint-stock associations are not comparable in
number or variety to those of New England. M_. Carey adds,
" A eareful examination of the systems of the _veral stat_, can
ecarcely, we think, fail to convince the readac of the advantage
resulting from permitting men to determine among themselves the
terms upon which they will associate, and allowing the associations
that may be formed to contract with the public as to the terms
upon which they will trade together, whether of the limited or
unlimited liability of the ps__ne_" 1 This principle has been

[This sentenoe replseed in the 6th ed. (1865) the eomment of the original :
" and I eonour in tblnklnS that to this eonelusion eeienee and legislation must
altimstely eome."]
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adopted as the hnmdation of all recent English legislation on the
,ubjec_

| 8. I proceed to the subject of IDsolveney LawL

Good laws on this subject are important, first and principally,
on the score of public morals ; which are on no point more under
the influence of the law, for good and evil, than in a matt_ belonTng
so pre-eminently to the province of law as the preservation of
pecuniary integrity. But the subject is also, in a merely economioai
point of view, of great importance_ First, because the economics!

well-being of a people, and of man]find, depends in an especial
manner upon their being able to trust each other's engagement&
Secondly, because one of the riska, or expenses, of industrial opera-
tions is the risk or expense of what are commonly e&]]ed bad debts,
and every saving which can be effected in this liability is a diminution
of cost of production ; by dispe_i,g with an item of outlay which
in no way conduces to the desired end, and which must be paid
for eithe_ by the consumer of the commodity, or from the general
profits of capital, according as the burthen is peculiar or general.

The laws and practice of na_ious on this subject have aimoat
always been in extremes. The ancient laws of most countries were

all severity to the debtor. They invested the creditor with a power
of coercion, more or lem tyrannical, which he might use agalnAt his
insolvent debtor, either to extort the surrender of hidden property,

or to obtain satisfaction of a vindictive character, which might
console him for the non-payment oi the debt. This arbitrary power
has extended, in some countries, to making the insolvent debtor
serve the creditor as hla slave : in which plan there were at least
some grain_ of commor, sense, since it might possibly be regarded
as s ecbeme for mak_ug him work out the debt by his labour. In
England the coercion assumed the milder form of ordinary imprison-
ment_ The one and the other were the barbarous expedients of a
rude age, repugnant to justice, as well as to humanity. Unfortu-
nately the reform of them, like that of the criminal law generally,
has been taken in hand as an affair of humanity only, not of justice :
and the modish humanity of the present time, which is essentisliy
a tblng of one idea, 1 has in this, as in other cases, goneinto aviolent

[The original parentheds "{and is indeed little better thin • timid
|hrinking from the infliction of anything like pain, next neighbour to the
eowardiee which shrinks from anneeea_ry enduranee of it)" wu omitted
from the 3rd ed. (1855).]
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reac_ona_t theancientseverity,andn_ht almostbe suppe_
to see in the fact of having lost or squandered other people's property,
a peculiar tide to indulgence. Everything in the law which attached
disagreeable consequences to that tact was gradually relaxed, or
entirely got rid of: until the demoralizing effects of this laxity
became so evident as to determine, by more zeoent legislation, a
salutary though very insut_cient movement in the reverse direction. 1

The indulgence of the laws to those who have made themeelvm
unable to pay their just debts is usually defended on the plea that
the sole object of the law should be, in case of insolvency, not to
coerce the person of the debtor, but to get at his property, and
distributeit fairlyamongthe credltora Assumingthatthisis and
ought to be the sole object, the mitigation of the law was in the first
/ustance carried so far as to sacrifice that object. Imprisonment
at the discretion of a creditor was really a poweriul engine for
extract_ from the debtor any property which he had concealed
or otherwise made away with; and it remains to be shown by
experience whether, in depriving creditors of this instrument, the
law, even as last amended, has ferniAhed them with a sufficient

equivalent. I But the doctrine, that the law has done all that ought
to be expected from it, when it has put the creditom in pemmsion
of the property of an insolvent, is in itsell a totally inadmi_ible
piece of spurious humanity. It is the business of law to prevent
wrong-doing, and not simply to patch up the consequences of it
when it has been committed. The law is bound to take care that

insolvency shall not be a good pecuniary speculation; that men
shall not have the privilege of hazarding other people's property
without their knowledge or consent, taking the profits of the enter-
prise if it is successful, and if it fails throwing the loss upon the

I [So since the 5th ecL(1865). The original ran: "Everythtn_ . . . has
been gradually relaxed and mneh of it entirely got rid of. Beeause insolveuey
was formerly treated as if it were necessarily a crime, everything is now done
to make it, if pe_ible, not even a misfortune." The present relerenee to an
opposite movement " by a recent enactment " was introduoed in the 3rd ed
(1852), and spoken of as "partial but very salutary."]

s So lfinee the 3rd eel (1852) The original ran. "In depriving creditorso • °

of this instrument, the law has not furnished them wtths suflloient equivalent" :
and went on as follows : " And it is seldom difficult for s dishonest debtor,
by an understanding with one or more of his ereditors, or by means of pretended
ereditors set up for the purpose, to abstraet a part, perhaps the greatest part,
of his a_eta, from the genera] fund, through the forms of the htw itee_. The
facility and frequency of such frauds are & subjeot of mueh eomlflaint, and
their prevention demands a vigorouseffort of the legislature, under the guidaaN
of Judicious pemons practically conversant with the subjeet,"]
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dghtfal ownem; and that they shall not find it answer to make
themselves unable to pay their just debts, by spending the money
of their creditors in personal indulgence. It is admitted that what
k technically csHed fraudulent bankruptcy, the false pretence of

inability to pay. is, when detected, properly subject to pnni_hment" l
But does it follow that insolvency is not the consequence of mis-
conduct because the inability to pay may be real ? If a man has
been a spendthrift, or a gambler, with property on which his creditors
had a prior cl_im_ shall he pass scot-free because the mischief is
eOllsummate_ &nd the money gone ? Is there any very material
difference in point of morality between this conduct, and those
other kinds of dishonesty which go by the names of fraud and
embezzlement ?

Such cases am not a minozity, but a large majority among
insolveueie& The statistics of bankruptcy prove the fact. "By

far the greater part of all insolvencies arise from notorious miscon-
duct ; the proceedings of the Insolvent Debtors Court and of the
Bankruptcy Court will prove it. Excessive and unjustifiable over-
trading, or most absurd speculation in commodities, merely because
the poor speculator ' thought they would get up,' but why he
thought so he cannot tell ; speculation in hops, in tea, in silk, in
eOm_t_ngs with which he is altogether unacqu_intcd ; wild and
absurd investments in foreign funds, or in joint stocks ; these are
among the most innocent causes of bankruptcy." * The experienced
and intelligent writer from whom I quote corroborates his assertion
by the testimony of several of the ofllcial assignees of the Bank-
ruptcy Court" One of them says, "As far as I can collect from the
books and documents furnished by the bankrupts, it seems to me
that," in the whole number of cases which occurred during a given
time in the court to which he was attached, "fourteen have been

ruined by speculations in things with which they were unacquainted ;
three by neglecting book-keepin2; ten by trading beyond their
capital and means, and the consequent Ices and expense of aecom-
modation-bilis; forty-ulne by expending more than they could
reasonably hope their profits would be, though their business
yielded a fair return ; none by any general distress, or the falling
off of any particular branch of trade." Another of these o/_cers

[So _me* the 3rd ed. The origimdran : "The humanitarians do not deny
ttmt what is teehnieally , . . l_y, may reasonably, when detected, _be" &o.]

• From s volume published in 1845,entitled. Ored/t gheLife of C'ommerm
by J. H. Elliott.
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says t_, _ _ period ef eighteen months, "fifty-two cues el
bankruptcy have come under my care. _ is my opinion that
thirty-two of these have arisen from an imprudent expenditure,
and five partly from that cause, and partly from a pressure on the
business in which the bankrupt_ were employed. Fifteen I a_.bute
to improvident speculations, combined in ninny instances with an
extravagant mode of life."

To these citations the author adds the following statements

from hie persona[ means of knowledge. "Many insolvencies are
prodaced by tradesmen's indolence; they keep no books, or at
least imperfect ones, which they never balance; they never take
stock; they employ mervants, if their trade be extensive, whom
they are too indolent even to supervise, and then become insolvent_
It is not too much to say, that one-half of all the persons engaged
in trade, even in London, never take stock at all : they go on year
after year without knowing how their at_rs stand, and at last, like
the child at school, they find to theix surprise, but one halfpenny
lef_ in their pocket. I will venture to say that not one-fourth
of all the persons in the provinces, either man_acturers, trades-
men, or f_Lrmem, ever take stock; nor in fact does one-half of
them ever keep account-books deserving any other name _than
memorandum books. I know sut_cient of the concerr_ of five

hundred small tr_lesmen in the provinces, to be enabled to say,
that not one-fifth of them ever take stock, or keep even the most

ordinary accounts. I am prepared to say of such tradesmen, from
carefully prepared tables, giving every advantage where there hns
been any doubt as to the causes of their insolvency, that where
nine happen from extravagance or dishonesty, one "at most "may
be referred to misfortune alone." *

Is it rational to expect among the trading classes any high sense
of justice, honour, or integrity, if the law enables men who act in
this manner to shuffle off the consequences of their miRconduct

upon those who have been so unfortunate as to trust them; and

practically proclaims that it looks upon insolvency thus produced
as a "'misfortune," not an offence T

It is, of course, not denied, that insolvencies do arise from causm

beyond the control of the debtor, and that, in many more cases,
his culpability is not of a high order ; and the law ought to make a
distinction in iavour of such cases, but not without a searching

investigation; nor should the case ever be let go without having
• Pp. 50--L



MOLVEIq_ @In

__, in the most complete mann_ p_fi_able, not the fact
of insolvency only, but the cause of it. To have been trusted with
money or money's worth, and to have lost or spent it, is _r/mdfade
evidence of something wrong : a_ it is not for the creditor to prove,
which he cannot do in one case out of ten, that there has been crimi-
nality, but for the debtor to rebut the presumption, by laying open the
whole state of his affairs, and showing either that there has been no
misconduct, or that the misconduct has been of an excusable kind.
Hhe fail in this, he ought never to be dismissed without a punishment
proportioned to the degree of blame which seems justly imputable
to him; which pnni_qhment,however, might be shortened or miti-
gated in proportion as he appeared likely to exert hlrn_el_in repairing
the injury done.

It is a common argument with those who approve a relaxed
rystem of insolvency taws, that credit, except in the great operations
of commerce, is an evil ; and that to deprive creditors of legal redress
is a judicious means of preventing credit from being given. That
which is given by retail dealers to unproductive 'consumers is, no
doubt, to the exce_s to which it is carried,a considerable evil This,
however, is only true of large, and especially of long, credits ; for
there is credit whenever goods are not paid for before they quit the
shop, or, at least, the custody of the seller ; and there would be
much inconvenience in putting an end to this sort of credit. But
a large proportion of the debts on which insolvency laws take
effect are those due by small tradesmen to the dealers who supply
them : and on no class of debts does the demoralization occasioned
by a bad etate of the law operate more perniciously. These are
commercial credits, which no o_e wishes to see curtailed; their
existence is of great importance to the general industry of the
_untry, and to numbers of honest, well-conducted persons of small
means, to whom it would be a great injury that they should be
prevented from obtaining the accommodation they need, and
would not abuse, through the omission of the law to provide just
remedies against dishonest or reckless borrowers.

But though it were granted that retail transactions, on any
footing but that of ready money payment, are an evil, and their
entire suppression a fit subject for legislation to aim at; a worse
mode of compassing that object could scarcely be invented, than to
permit those who have been trusted by others to cheat and rob
them with impunity. The law does not generally select the vices of
mankind as the appropriate instrument for inflicting ch_nt



014 BOOK V. CHAPTER IX. J 8

on the com_'_flvdy innocent. When it _e_ to _ any
coupe of e_tion, it does so by applying inducomenta of its own, not
by outlawing those who act in the m_nner it deems objectionable,

and letting loose the predatory_ustincta of the wortldem part of
manl_nd to feed upon them. If a man has ¢._mml_A_d murder, the
law condemns him to death : but it does not promiRe immunit_r to
anybody who may kill him for the sake of t_lrlng his pur_ The
offence d believing another's word, even rashly, is not so heinous
that, for the sake of discouraging it, the spectacle should be brought
home to every door, of triumphant rascality, with the law on its
side, mocking the victim1 it has mad_ This pestilent example has
been very widely exhibited since the relegation of the insolvency
laws. It is idle to expect that, even by absolutely depriving creditors
of all legalredress, the kind ofcredit whichis consideredobjectionable
would really be very much checked. Roguea and swindlers are
still an exception among mankind, and people will go on trusting each
other's promises. Large dealers, in abundant bnaines_ would refuse
credit, as m_ny of them already do : but in the eager competition
of a great town_ or the dependent position of a village shopkeeper,
what can be expected from the trade.man to whom a single customer
is of importance, the beginner, perhaps, who is striving to get into
business ? He will take the risk, even if it were still greeter ; he is
ruined if he cannot sell his goods, and he can but be ruined if he is

defrsuded. Nor does it avail to say, that he ought to make proper
inquiries, and ascertain the character of those to whom he suppliee
goods on trust_ In some of the most flagrant cases of profl_ate
debtors which have come before the Bankruptcy Court, the swindl_
had been able to give, and had given, excellent referenosL*

* The following extracts from the French (_odede C'_mmer¢_(the trans-
l_t/on is that of Mr. Fane) show the great extent to whioh the just d/stinot/o_
are made, sad the proper inve?t/gations provided for, by Frenoh ]sw. The
word bam/ueroz_., whichcan only be tr_nsl_ted by bankruptcy, is, however,
oonfined in _ to _pcdde insolvency, which is dist_hed into m/mitre
bemkruptoy and ,f_md_enJ b_.t:ruptoy. The following &reeases of siml_0
hen_ptcy :--

" Every insolvent who, in the investigation of his affairs, shall appear
ohsrgesble with one or more of the following offences, shell be pro_mied s_nst
_s a simple bankrupt :--

" H his house expenses, which he is bound to enter regularly in &dsy-bock,
appesr exoeuive :

"If he had spent vomide_ble sums st plsy, or in opemtio_ of pure
hessrd :

" If it ab*l! appear tlmt he has borrowed largely, or resold me_handize at
• loss, or below the current price, after it appea_d by his last aocount-tsking
thst his debt8 exoeeded his a_ets by oDe-hell,
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"If he has imued negotiable asourities to three times the amount of hie
available assets, aeoording to his last aceount-t_ldng.

." The following may also be pruseeded sgamst" as simple bankrupts :-
He who has not deehtred his own insolvency in the manner preeoribed

by kw :
" He who has not eome in snd surrendered within the time limited, having

no legitimate excuse for his abasnee :
" He who either produees no books st all, or produces suoh sa have been

irregularly kept, and this although the irregulsrities may not indicate fraud."
The penalty for " simple bankruptcy" is imprisonment for a term of not

less than one month, nor more than two yearn. The following are usses of
fraudulent bankruptcy, of which the punishment is tra_z foredk (the galleys)
for a term :---

" If he has attempted to susount for his property by fictitious expenses and
lomea, or ff be does not fully aeeount for all his reoeipts :

"If he has fraudulently ooncealed any sum of money or any debt due to
him, or any merehandL_e or other movables :

" If he has made fraudulent sales or gifts of his property :
" If he has allowed fictitious debts to be proved against his estate :
" If he has been e_trusted with property, either merely to keep, or with

special diree_ous u to its use, and has nevertheless appropriated it to his own
use:

"If he has purchased real property in s borrowed nam'_ :
"if he hus eo_ hie books.
"The following ,nay also be proceeded a_iust in a similar way :--
" He who lure not kept books, or whose books shall not exhibit his real

situation as regards his debts and credits :
" He who, having obtained a proteetion (muf.emtdu/_), shall not have duly

attende_"

These various provisions relate only to eommercial insolvency. The isws
ia regard to _dinsa'y debts sre oousidemb]y morn rigorous to the debtor.



CHAPTER X

07 INTI_RENCE8 OF GOVERNMENT GROunDED OJ

ERRONEOUS ".('kl_O_D_J

§ 1. FROMthe necessary functions of government, and the
effects produced on the economical interests of society by their good
or ill discharge, we proceed to the functions which belong to what
I have termed, for want of a better designation, the optional class ;
those which are sometimes assumed by governments and sometimes
not, and which it is not unanimously admitted that they ought to
exercise.

Before entering on the general principles of the question, it will
be advisable to clear from our path all those cases in which govern-
ment intederence works ill because grounded on false views of the
subject interfered with. Such cases have no connexion with any
theory respecting the proper limits of interference. There are some
things with which governments ought not to meddle, and other
things with which they ought ; but whether right or wrong in itself,
the interference must work for ill, if government, not understanding
the subject which it meddles with, meddles to bring about a result
which would be mischievous. We will therefore begin by passing
in review various false theories, which have from time to time formed
the ground of acts of government more or less economically
injurious.

Former writers on political economy have found it needful to
devote much trouble and space to this department of their subject.
It has now happily become possible, at least in our own country,
greatly to abridge this purely negative part of our discussions.
The false theories of political economy which have done so much
mischief in times past, are entirely discredited among all who
have not lagged behind the general progress of opinion ; and few
of the enactments which were once grounded on those theories still
help to deform the statute-book. As the principles on which their
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condemnation rests have been fully set forth in other parts of this
treatise, we may here content ourselves with a few brief indications.

Of these false theories, the most notable is the doctrine of
Protection to Native Industry ; a phrase meaning the prohibition,
or the discouragement by heavy duties, of such foreign commodities
as are capable of being produced at home. If the theory involved
in this system had been correct, the practical conclusions grounded
on it would not have been unreasonable. The theory was, that to
buy things produced at home was a national benefit, and the intro-
duction of foreign commodities generally a national loss. It being
at the same time evident that the interest of the consumer is to buy
foreign commodities in preference to domestic whenever they are
either cheaper or better, the interest of the consumer appeared in
this respect to be contrary to the public interest; he was certain,
if left to his own incIinationJ, to do what according to the theory was
injurious to the public.

It was shown, however, in our analysis of the effects of inter-
national trade, as it had been often shown by former writers, that
the importation of foreign commodities, in the common course of
trafllc, never takes place, except when it is, economically speaking,
a national good, by causing the same amount of commodities to ba
obtained at a smaller cost of labour and capital to the country.
To prohibit, therefore, this importation, or impose duties which
prevent it, is to render the labour and capital of the country less
efficient in production than they would otherwise be; and compel
a waste of the difference between the labour and capital necessary
for the home production of the commodity and that which is required
for producing the things with which it can be purchased from abroad.
The amount of national loss thus occasioned is measured by the
excess of the price at which the commodity is produced, over that
at which it could be imported. In the case of manufactured goods,
the whole difference between t_# two prices is absorbed in indemni-
fying the producers for waste of labour, or of the capital which
supports that labour. Those who are supposed to be benefited,
namely, the makers of the protected articles, (unless they form an
exclusive company, and have a monopoly against their own country-
men as well as against foreigners,) do not obtain higher profits than
other people. All is sheer loss, to the country as well as to the
¢onsumer. When the protected article is a product of agriculture
--the waste of labour not being incurred on the whole produce,
but only on what may be called the last instalment of it--the extra
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price is only in part an indemnity far waste, the re.m-i-4er being a
tax paid to the landlords.

The restn'ctive and prohibitory policy was originally grounded
on what is called the Mercantile System, which, representing the
advantage of foreign trade to consist solely in bringing money into
the country, gave artificial encouragement to expm_ation of goods,
and discountenanced their importation. The only exceptions to the
system were those required by the system itself. The mateda_ and
instruments of production were the subjects of a contrLry polley,
directed, however, to the same end ; they were freely impeded, and
not permitted to be exported, in ox_ier that manufacturers, being
more cheaply supplied with the requisites of manufacture, might
be able to sell cheaper, and therefore to export more largely. For a
Rimilar reason, importation was allowed, and even favoured, when
confined to the productions of countries which were supposedto
take from the country still more than it took f_om them, thus
enriching it by a favourable balance d trade. As part of the eame
system, colonies were founded for the supposed advantage e4
compellin S them to buy our commodities, or at all events not to
buy those of any other country: in return for which restriction
we were generally willing to come under an equivalent obligation with
respect to the staple productions of the colonists. The coneequencel
of the theory were pushed 8ofar, that it was not unusual even to give
bounties on exportation, and induce foreigners to buy from us rather
than from other countries, by a cheapness which we artificially
produced, by paying part of the price for them out of our own
taxe_ This is a stretch beyond the point yet reached by any
private tradesman in his competition for businesa No ahop-
keeper, I should think, ever made a practice of bribing customere
by selling goods to them st a permanent loes, making it up to himm_l|
from other funds in his possession.

The principle of the Mercantile Theory is now given up even by
writers and governments who still cling to the reetrictive syetem.
Whatever hold that system has over men's minds, independently
of the private int_rmts expoeed to real or appMended loss by its
abandonment, is derived from fallacies other than the old notion of
the benefits of heaping up money in the country. The most effective
of these is the specious plea of employing our own countrymen and
our national industry, iust_ui of feeding and supporting the industry
of foreigners. The answe_ to t.hi_,from the principles laid down in
former ehavte_ is evident. Witlumt reverting to the fundamsutAl
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theorem discussed in an early part of the present treatise,* respecting
the nature and sources of employment for labour, it is sufficient to
say, what has usually been said by the advocates of free trade, that
the alternative is not between employing our own people and
foreigners, but between employing one class and another of our
own people. The imported commodity is always paid for, directly
or indirectly, with the produce of our own industry : that industry
being at the same time rendered more productive, since, with the
same labour and outlay, we are enabled to possess ourselves of a
greater quantity of the article. Those who have not well considered
the subject are apt to suppose that our exporting an equivalent in
our own produce for the foreign articles we consume depends on
_llfingellcis_--on the con_lt of foreign countris8 to make some
corresponding relaxation of their own restrictions, or on the question
whether those from whom we buy are induced by that cironmatance
to buy more from us ; and that, if these things, or things equivalent
to them, do not happen, the payment must be made in money.
Now, in the first place, there is nothing more objectionahh in a money
payment than in payment by any other medium, if the state of the
market makes it the most advantageous remittance ; and the money
itself was first acquired, and would again be repleniahed, by the
mrpor_ of an equivalent value of our own producta But, in the
next place, a vexT abort infanaralof paying in money would so lower
prices as either to stop a part of the importation or raise up a foreign
demand for our produce sufficient to pay for the imports. I grant
that this disturbance of the equation of international demand
would be in some degree to our disadvantage, in the purchase of other
imported articles ; and that a country which prohibits some foreign
commodities, does, _ _rt_, obtain thcee which it does not
prohibit at a less price than it would otherwise have to pay. To
exprees the same thing in other words ; a country which destroys
or prevents altogether certain branches of foreign trade, thereby
mmihilating a general gain to the world, which would be shared in
some proportlon between itself and other countriss--does, in some
circnmatances, draw to itself, at the expense of foreigners, a larger
aha_e than would else belong to it ol the gain arising from that
portion of its foreign trade which it suffers to subsist. But even this
it can only be enabled to do, if foreignersdo not maintain eqm'valent
prohibitions or reetl_otiona against its commodities. Ill any cases
the justice or expediency of destroying one of two gain_ in order

* Bn]pm, ]p_ 79 et mKlq.
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to engross a rather larger share of the other, does not require much
discussion : the gain, too, which is destroyed, being, in protarrtie_
to the magnitude of the transactions, the larger of the two, ainee
it is the one which capital, left to itself, is supposed to seek by
preference.

Defeated as a general theory, the Protectionist doctrine finds
support in some particular cases, from considerations which, when
really in point, involve greater interesta than mere saving of labour ;
the interests of national subsistence and of national defence. The
discussions on the CornLaws have familiarized everybody with the
plea, that we ought to be independent of foreigners for the food of
the people; and the Navigation Laws were grounded, in theory
and profession, on the necessity of keeping up a "nursery of sea-
men" for the navy. On this last subject I at once admit, that the
object is worth the sacrifice ; and that a country exposed to invasion
by sea, if it cannot otherwhe have sufficient ships and sailors of ita
own to secure the means of manning on an emergency an adequate
fleet, is quite right in obtaining those means, even at an economical
sacrifice in point of cheapness of transporg When the English
Navigation Laws were enacted, the Dutch, from theist maritime
skill and their low rate of profit at home, were able to can T for other
nations, England included, at cheaper rates than those nations could
carry for themselves: which placed all other cm:mtriesat a great
comparative disadvantage in obtaining experienced seamen for
their ships of war. The Navigation Laws, by which this deficiency
was remedied, and at the same time a blow sta_ck against the
maritime power of a nation with which England was then frequently
engaged in hostilities, were probably, though economically disadvan-
tsgeons, politically expedient. But English _ and sailors can
now navigate as cheaply as those of any other country ; maintain-
ing at least an equal competition with the other maritime nations
even in their own trade. The ends which may once have justified
Navigation Laws require them no longer, and afforded no reas_
for maintMnln_ this invidiom$ exoaption to the general rule ot free
trade.

With regard to subsistence, the plea of the Protectionists has been
so often and so triumphantly met, that it requires little notice here.
That country is the moat steadily as well as the most abundantly
supplied with food which draws its supplies fMan the largest sudaco
It is ridioatons to found a general system of policy on m improbabts
a danger as that of bring at war with all the nations of the world
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at once ; or to suppose that, even ff inferior at _ a whob country
could be blockaded like a town, or that the growers of food in other
countries would not be as anxious not to lose an advantegeons
market, as we should be not to be deprived of their cor_ On the

subject, however, of subsistence, there is one point which deserves
more especial consideration. In cases of actual or apprehended

scarcity, many countries of Europe are accustomed to stop the
exportation of food. Is this, or not, eound policy ? There can be no
doubt that in the present state of international morality, a people
cannot, any more than an individual, be blamed for not starving
itself to feed other& But if the greatest amount of good to mankind
on the whole were the end _imed at in the m_Tims of international

conduct, such collective churlishne_ would certainly be condemned
by them. Suppose that in ordinary circnmJtauces the trade in food
were podect]y free, so that the price in one country could not
habitually exceed that in any other by more than the cost of carriage1
together with a moderate profit to the importer. A general scarcity
ensues, affecting all countries, but in unequal degrees. If the price
rose in one country more than in others, it would be a proof that in
that country the scarcity was severest, and that by permitting
food to go freely thither from any other country, it would be spared
from a le_ urgent necesaity to relieve a greater. When the interesta,
therefore, of all countries are considered, free exportation is desirable_
To the exporting country considered separately, it may, at least on
the particular occasion, be an inconvenience : but talring into accounl
that the country which is now the giver will in some future season
be the receiver, and the one that is benefited by the freedom, I
cannot but think that even to the apprehension of food-riotem it
might be made apparent, that in such cases they should do to others
what they would wish done to themselves.

In countcies in which the Protection theory is [1848] dccll.lng,
but not yet given up, such as the United States, a doctrine has come
into notice which is a sort of compromise between free trade and
restriction, namely, that protection for protection's sake is improper,
but that there is nothing objectionable in having as much protection
as may incidentally result from a tariff framed solely for revenue.
Even in England, regret is sometimes expreesed that a "moderate
fixed duty" was not preserved on corn, on account of the revenue

it would yield. Independently, however, of the general impolicy
of taxes on the necessaries of life, this doctrine overlooks the fact,

that revenue is received only On the quantity imported, but that the
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tax is paid on the entire quantity eonmmmd. To m_ire the public
pay much that the treasury may receive a little, is not an eligible
mode of obtaining a revenue. In the case of m_nufactured articles
the doctrine involves a palpable inco-__i_tency. The object of the
duty, as a means of revenue, is inconsistent with its affording, even
incldentaJly, any protection. It can only operate as protection in
so far as it prevents importation ; and to whatever degree it prevents
importation it affords no revenue.

_I_e only case in which, on mere principles of political economy,
protecting duties can be defensible, is when they axe imposed
temporamily (especially in a young and ri_ng nation) in hopes of
naturalizing a foreign industry, in itself perfectly suitable to the
circnm.tance8 of the country. The superiority of one country over
another in a branch of production often adsee only from having
begun it sooner. There may be no inherent advantage on one part,
or disadvantage on the other, but only a present superiority of
acquired skill and experience. A country which has this skill and
experience yet to acquire, may in other respects be better adapted
to the production than those which were earlier in the field : and
besides, it is a just rer_rk of Mr. Rae, that nothing has a greate_
tendency to promote improvements in any branch of production
than its trial under a new set of conditions. But it cannot

be expected that individuals should, at their own risk. or rather
to their certain loss, introduce a new manufacture, and bear the
burthen of carrying it on until the producers have been educated
up to the level of thnse with whom the processes are traditional A
protecting duty, continued for a reasonable time, might I sometimes
be the least inconvenient mode in which the nation can tax itself

for the wlpport of such an experiment. But it is eesential that the
protection should be confined to cases in which there is good ground
of _ce that the industry which it feetexs will after a time be
able to dispense with it; nor should the domestic producers ever
be allowed to expect that it will be continued to them beyond
the time necessary for a fair trial of what they axe capable ot
accomplishing.

s The only writer, of any zelmtstion as a Political economist,
who now [1865] adheres to the lh_tectiouist doctrine, Mr. tL (3.
Carey, rests its defence, in an economic point of view, pdncipslly on

i [The" will" of theoriginal(1848)text waschangedinto"might" in the
7thed. (1871),sad "it is essentialthat" wasinsertedin the next senteneL]

s [_t_ next threep_ragmphswere,tidedin theethe_ (1_).)
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two reasons. One k the great saving in cost of carriage, consoquemt
on producing commodities at or very near to the place where they
are to be comv_med. The whole of the cost of carriage, both on the
commodities imported and on those exported in exchange for them,
he regards as a direct burthen on the producers, and not, as is
obviously the truth, on the consumers. On whomsoever it fallR_it
is, without doubt, a burthen on the industry of the world. But it is
obvious (and that Mr. Carey does not see it, is one of the many
surprising things in his book) that the burthen is only borne for a
more than equivalent advantage. If the commodity is bought in
a foreign country with domestic produce in epite of the double cost
of carriage, the fact proves that, heavy as that cost may be, the
saving in cost of production outweighs it, and the collective labour
of the country is on the whole better remunerated than ii the article
were produced at home. Cost of carriage is a natural protecting duty,
which free trade has no power to abrogate: and unless America
gained more by obtainin£ her manufactures through the medium of
her corn and cotton than she learn in eest of carriage, the capital
employed in producing corn and cotton in annually iucrea_ quan-
tities for the foreign market would turn to manufactures instead.
The natural advantages attending a mode of industry in which
there is tea cost of carriage to pay, can at most be only a justification
for a temporary and merely tentative protection. The expenses of
production being always greatest st first, it may happen that the home
production, though really the most advantageous, may not become
so until after a certain duration of pecuniary loss, which it is not
to be expected that private speculators should incur in order that
their successors may be benefited by their ruin. I have therefore
conceded that in a new country a temporary protecting duty may
sometimes be economically defensible ; on condition, however, that
it be strictly limited in point of time, and provision be made that
during the latter part of its existence it be on a gradually decreasing
scale. Such temporary protection is of the same nature as a tMLtent,
and should be governed by similar conditions.

The remaining argument of Mr. Carey in support of the economie
benefi_ of Protectionism applies only to countries whose exports
comist of agricultural produce. He argn_ that by a trade of
description they actually send away their moil: the distant consumers
not giving back to the land of the country, as home consumers
would do, the ferti!_zlngelements which they abstract from it. This
argument deserves attention on account of the physical truth on
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which it k founded; a truth which has only lately come to !_
understood, but which is henceforth destined to be a permanent
element in the thoughts of statesmen, as it must always have been
in the destinies of nations. To the question oi Protectionism, how-
ever, it is irrelevant. That the immense growth of raw produce
in America to be consumed in Europe is progremdvely exhausting
the soft of the Eastern, and even of the older Western States, and

that both are already far less productive than iormerly, is credible
in itself, even if no one bore withes8 to it. But what I have already
said respecting cost d carriage, is true also of the cost of manuring.
Free trade does not compel America to export corn: she would
cease to do so if it ceased to be to her advantage. As, then, she

would not persist in exporting raw produce and importing manu-
factures any longer than the labour she saved by doing so exceeded
what the ca_iage cost her, so when it became necessary for her to
replace in the soft the elements of fertility which she had sent away,
if the saving in cost of production were more than equivalent to
the cost of carriage and of manure together, manure would be
imported ; and if not, the export ot corn would cease. It is evident
that one of these two things would already have taken place, if
there had not been near at hand a constant succession of new soils,

not yet exhausted of their iertility, the cultivation of which enables
her, whether judiciously or not, to postpone the question of manure.
As soon as it no longer answers better to break up new soils than to
manure the old, America will either become a regular importer oi
manure, or will, without protecting duties, grow corn for hersolt
only, and manufacturing for herself, will make her manure, as Mr.
C_rey desires, at home.*

For these obvious reasons, I hold Mr. Carey's economic arguments

* To this Mr.C_rey would reply (indeed heh_s already so replied in sdvars_)
that of all commodities msmureis the least susceptibleofbeingconveyed to,
distanoe. This is true of sewage, and of stable manure, but not true of the
ingredients to which those manuresowe their efficiency. These, on the contrary,
are chiefly substances eontabfing gre_t fertilizing power in small bulk ; sub.
stanees of which the human body requires but s small quantity, and henoe
peculiarly suseeptible of being imported ; the mineral alkalies and the phos-
phates. The .question indeed mainly concerns the phosphates, for of the
alkaliee, 8od_ m procurable everywhere ; while potam_ being cme of the eon-
stituents of granite and the other feldspathio rocks, exists in many subsoils,
by whose progressive decomposition it is renewed, s large qmmtity also being
brought down in the deImeits of rivers. As for the phosphates, they, in the
very convembmt form of pulverized bones, _re, regular article of co_,
k_ely imported into England ; 8z they are sure to he into &nycountry where

e conditions of industry nmkeit worth while to pay the yflee_
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for Protection_m to be totally inva_d. The economic, however,
k far from being the strongest point of his case. American Prote_
tionists often reason extremely ill ; but it is an injustice to them to
suppose that their protectionist creed rests upon nothing superior
to an economic blunder. Many of them have been led to it much
more by consideration for the higher interests of humanity than
by purely economic reasons. They, and Mr. Carcy at their head,
deem it a necessary condition of human improvement that towns
should abound ; that men should combine their labour, by meam
of interchange--with near neighbours, with people of pursuits,
capacities, and mental cultivation different from their own, sufli-
cientiy close at hand for mutual sharpening of wits and enlarging of
ideas-rather than with people on the opposite side of the globe.
They bei/eve that a nation all engaged in the same, or nearly the
same, purstdt--a nation all agricultural--cannot attain a high state
of civilization and culture. And for this there is a great foundation
of reason. If the dii_eulty can be overcome, the United States,
with their free institutions, their universal schooling, and their
omnipresent press, are the people to do it; but whether this is

possible or not is still a problem. So far, however, as it is an object
to check the excessive dispersion of the population, Mr. Wakefield
has pointed out a better way ; to modify the existing method of
disposing of the unoccupied lands, by fairing the price, instead of
lowering it, or giving away the land gratuitously, as is largely done
duce the pa__ing of the Homestead Aet_ To cut the knot in Mr.
Carey's fashion, by Protectionism, it would be necessary that Ohio
and Michigan should be protected against Massachusetts as well as
against England : for the manufactories of New England, no more
than those of the old country, accomplish his desideratum of bringing
a manufacturing population to the doors of the Western farmer.
Boston and New York do not supply the want oI local towns to the
Western prairies, any better than Manchester ; and it is as d_ff;cult
to get back the manure _om the one place as from the other.

There is only one part of the Protectionist scheme which requir_
any further notice : its policy towards colonies, and foreign depen-
dencies; that d compelling them to trade exc]nsive]y with the
dominant country. A country which thus secures to itself an extrJ
foreign demand for its commodities, undoubtedly gives itself some
advantage in the distribution of the general gains of the commercial
world. Since, however, it causes the industry and capital of the

colony to be diverted from channels which are proved to be the most
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productive,inasmuchas they are thoseinto whichindustryand
capital spontaneously tend to flow ; there is a lose, on the whole,
to the productive powers of the world, and the mother country does
not gain ao much as she makes the colony lose. If, therefore, the
mother country refuses to acknowledge any reciprocity of obliga-
tion, she imposes a tribute on the colony in an indirect_mode, greatly
more oppressive and injurious than the direct. But if, with a more
equitable spirit, she submits herself to correspondln_ restrict_ona for
the benefit of the colony, the result of the whole transaction is the
ridlculona one, that each party loses much in order that the other
maygaina li_e_X

§ 2. Next to the _tem of Protechon, among mischievous
interferences with the spontaneous course of industrial transactions,
may be noticed certain interferences with contracts. One instance is
that of the Usury Lawm. These originated in a religious prejudice
against receiving interest on money, derived from that fruitful
source of mischief in modem Europe, the attempted adaptation to
Christianity of doctrines and precepts drawn from the Jewish law.
In Mahomednn nations the receiving of interest is formally inter-
dicted, and rigidly abstained from : and Siemondi has noticed, as
Jne among the causes of the industrial inferiority of the Catholic,
compared with the Protestant parts of Europe, that the Catholic
Church in the middle ages gave its sanction to the same prejudice ;
which subsists, impaired but notdestroyed, wherever that religion is
acknowledged. Where law or conacieatiotm scruples prevent lead-
ing at inter_t, the capital which belongs to persona not in bnainess"
is lost to productive purposes, or can be applied to them only in
peculiar circumstances of personal connexion, or by a subterfuge.
Industry is thus limited to the capital of the undertakem, and to what
they can borrow from persons not bound by the same laws or religion
as themaelve_ In Mussulman countries the bs-kera and money
dealers are either Hindoce, Armeuiana, or Jews.

In more improved countries, legislation no longer discouuteaanoss
the receipt of an equivalent ior money lent ; but it has everywhere
interfei_l with the free agency o! the leader and borrower, by fixing
a legal limit to the rate of interest, and making the receipt of more
than the appointed n_xTimum a penal offence. This restrictions
though approved by Adam Smith, has been condemned by all
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enli_tened pemo_ since the triumphant onslaught made upon it by
Bentham in his _ on U_, which may still be referred to as
the best extant wr/ting on the subject.

Legislators my enact and maintain Usury Law_ from one
of two motives : ideu of public policy, or eoncern for the interest
of the parties in the contract ; in this case, of one party only, the
borrower. As a matter of policy the notion may possibly be, that
it is for thegeneral good that interest should be low. It is, however,
a misapprehension of the causes which influence commercial trans-
actions, to suppose that the rate of interest is really made lower by
law than it would be made by the spontaneous play of supply and
demand. H the competition of borrowers, left unrestrained, would
raise the rate of interest to six per cent, this proves that st five there
would be a greater demand for loans than there is capital in the
market to supply. If the law in these eircnmntance_ permit8 no
interest beyond five per cent, there will be some lenders, who not
choosing to disobey the law, and not being in a condition to employ
their capital otherwise, will content themselves with the legal rate :
but others, finding that in a season of pressing demand more may be
made of their capital by other means than they are permitted to
make by lending it, will not lend it at all ; and the lcanable capital,
already too small for the demand, will be still furthar diminished.
Of the disappointed candidates there will be many at such periods
who must have their necessities supplied at any price, and these will
readily find a third section d lenders, who will not be averse to join
in a violation of the law, either by circuitous/_msactions partaking
d the nature d fraud or by relying on the honour of the borrower.
The extra expense d the roundabout mode of proceeding, and an
equivalent for the risk of non-payment and of legal penalties, must
be paid by the borrower, over and above the extra interest which
would have been required of him by the genera] state of the market.
The laws which were intended to lower the price paid by him for
peeunmry accommodation end thus in greatly increasing it. These
l_ws have also s directly'demoralizing tendency. Knowing the
di_eulty d detecting an illegal pecuniary transaction between two
persons_ in which no third person is involved, so long as it is the
intet_t of both to keep the secret, legi_tom have adopted the
expedient of tempting the borrower to become the informer, by
maldn_ the annldment of the debt s par_ of the penalty for the
offenoe; thus rewarding men for _ obt_inino_ the property of
oth,jm by false pmmise_ and then not only refn_in_ payment_ but
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invoking legal penatt_ on thoee who have helped them la the_
need. The moral souse of mankind very rightly infamizes thoee
who resist an otherwise just claim on the ground of usury, and
tolerates such a plea only when resorted to as the best lega_ defence
available against an attempt really considered as partaking of fraud
or extortion. But this very severity of public opinion renders the
enforcement of the laws so ditficult, and the infliction of the penalties
so rare,that when it doee occur it merely victimizes an individual,
and has no effect on general practice.

In so far as the motive of the rest_ction may he supposed to be,

not public policy, but regazd for the interest of the borrower, it
would he dit_cult to point out any case in which such tenderness

on the legislator's part is more misplaced. A penson of sane mind,
and of the age at which persons are legally competent to conduct
their own concerns, must be presumed to be a sufficient guardian of
his pecuniary interestL If he may sell an estate, or grant a release,
or aasign away all his property, without control from the law, it
seems very unnecesaary that the only bargain which he cannot
make without its intermeddling, should be a loan of money. The
taw seems to presume that the money-lender, dealing with necessitoul
persons, can take advantage of their necessities, and exact cond_
fions limited only by his own pleasure. It might be so if there were
only one money-lender within reach. But when there is the whole
monied ce_tal of a wealthy community to resort to, no borrower is
placed under any disadvantage in the market merely by the urgency
of his need. If he cannot borrow at the interest paid by other

people, it must be because he cannot give such good security : and
competition wi_ limit the extra demand to a fair equivalent for the
risk of his proving insolvent. Though the law intends fsvonr to
the borrower, it is to him above aJ] that injustice is, in this case,

done by it. What can he more unjust than that a person who cannot
give pedectty good security should be prevented from borrowing of
persons who are willing to lend money, to him, by their not being
permitted to receive the rate of interest which would be a just
equivalent for their risk ? Through the mistaken kindness of the
law, he must either go without the money which is perhaps necemary
to save him from much greater losses, or he driven to expedients of
a far more l_nous description, which the law either hu not found

it pouibla, or has mothappened, to interdict.
Ad_ Smith rather hastily exprm_ the Old.re'on,that ouly

two kinds d pomona, "prm_sk and projectors," could requi_
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to borrow money at more than the market rate of interest. He
should have included all persons who are in any pecuniary difficulties,
however temporary their necessities may be. It may happen to any
person in business, to be disappointed of the resources on which he
had calculated for meeting some engagement, the non-_d61ment of
which on a fixed day would be bankruptcy. In periods of corn-
mercia] difficulty, this is the condition of many prosperous mercantile
firms, who become competitors for the small amount of disposable
capital which, in a time of general distrust, the owners are willing to
part with. Under the English usury laws, now happily abolished,
the limitations imposed by those laws were felt as a most serio_
aggravation of every commercial crisis. Merchants who could
have obtained the aid they required at an interest of seven or eight

per cent for short periods, were obliged to give 20 or 30 per cent
or to r_ort to forced sales of goods at a still greater loss. Experience
having obtruded these evils on the notice of Parliament, the sort
of compromise took place of which English legislation affords so '
many instances, and which helps to make our laws and policy the mass
of inconsistency that they are. The law was reformed as a person
reforms a tight shoe, who cuts a hole in it where it pinches hardest,
and continues to wear it. Retaining the erroneous principle as a
general rule, Parliament allowed an exception in the case in which the
practical mischief was most flagrant. It left the usury laws unre-
pealed, but exempted bills of exchange, of not more than three
months' date, from their operation. Some years afterwards the
laws were repealed in regard to all other contracts, but left in force
as to all those which relate to land. Not a particle of reason could

bo given for making this extraordinary distinction: but the
"agricultural mind " was of opinion that the interest on mortgages,
though it hardly ever came up to the permitted point, would come

up to a still higher point ; and the usury laws were maintained that
the landlords might, as they thought, be enabled to borrow below
the market rate, as the corn-laws were kept up that the same class
might be able to sell corn above the market rate. The modesty of the

pretension was quite worthy of the intelligence which could think
that the end aimed at was in any way forwarded by the means used.

With regard to the "prodigals and projectors" spoken of by
Adam Smith ; no law can prevent a prodigal from ruining himself,
unless it lays him or his property under actual restraint, according
to the unjustifiable practice of the Roman Law and some of the
_ontinental systems founded on it. The only effect of usury lawt

J_
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upon a prodigal is to make his ruin rather more expeditious, by
driving him to a disreputable class oi money-dealers, and rendering
the conditions more onerous by the extra risk created by the law.
As for projectors (a term, in its unfavourable sense, x_tber unfa_ly
applied to every person who has a project), such laws may put
a veto upon the prosecution of the most promi_ng enterprise, when
planned, as it generally is, by a person who does not posse_ capital
adequate to its successful completion. Many of the greatest
improvements were at first looked shyly on by capitalists, and had to
wait long before they found one sutfieiently adventurous to be the
first in a new path: many years elapsed before Stephenson could
convince even the enterprising mercantile public of Livorpool and
Manchester of the advantage of substituting railways for turnpike
roads ; and plans on which great labour and large sums have been

expended with little visible result, (the epoch in their progress when
predictions of failure are most rife,) may be indefinitely suspended,

, or altogether dropped, and the outlay all lost, if, when the original
fund_ are exhausted, the law will not allow more to be raised on

the terms on which people are willing to expose it to the chances
of an enterprise not yet eecuJ_e d euccess.1

§ & Loans are not the only kind of contract of which govern-
ments have thought themselves qualified to regulate the conditions
better than the persons interested. There is scarcely any commodity
which they have not, at some place or time, endeavoured to make
either dearer or cheaper than it would be if left to itself. The
most plausible case for artificially cheapening a commodity is that
o! food. The desirableness of the object is in this ease undeniable.
But since the average price of food, like that of other things, conforms
to the cost of production, with the addition of the usual profit;
if thiA price is not expected by the farmer, he will, unless compelled
by law, produce no more than he requires for his own consumption :
and the law, therefore, if absolutely determined to have food
cheaper, must substitute, for the ordinary motives to cultivation,
s system of penalties. If it ahrinka from doing the, it has no
resource but that of taring the whole nation, to give a bounty or
premium to the grower or importer d corn, thus giving everybody
cheap bread at the expenm_ of all: in reality a largess to those
who do not pay taxes, at the expense of those who do ; one of tim

I [See Appendix JJ. Ua,r b,/,raN.]
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form of _ practice e_utlally bad, that of converting the working
classes into unworking classes by making them a present of sub-
sistenc_

It is not, howeverl so much the general or average price of food,
as its occasional high price in times of emergency, which governmentm
have studied to reduce. In some cases, as for example the famous
"maximum i, of the revolutionary government of 1793, the com-
pulsory regulation was an attempt by the ruling powers to counteract
the necessary consequences of their own acts ; to scatter an indefinite
abundance of the circulating medium with one hand, and keep
down prices with the other; a thing manifestly impossible under
any r6gime except one of nnmitigated terror. In case of actual
scarcity, governments are often urged, u they were in the Irish
emergency of 1847, to take measures of some sort for moderating
the price of food. But the price of a thing cannot be raised by
deficiency of supply beyond what is sui_cient to make a corres-
ponding reduction of the consumption; and if a government
prevents this reduction from being brought about by a rise of price,
there remains no mode of effectlng it unless by taking possession
of all the food, and serving it out in rations ; as in a besieged town.
In a real scarcity, nothing can afford general relief, except a deter-
ruination by the richer classes to diminiah their own consumption.
If they buy and consume their usual quantity of food, and content
themselves with giving money, they do no good. The price is
forced up until the poorest competitors have no longer the means
of competing, and the privation of food is thrown exclusively upon
the indigent, the other classes being only affected pecuniarily.
When the supply is insui_cient, somebody must consume
and if every rich person is determined not to be that somebody,
all they do by subsidizing their poorer competitors is to force up
the price so much the higher, with no effect but to enrich the corn-
dealers, the very reverse of what is desired by those who recommend
such measures. All that governments can do in these emergencies
is to counsel a general moderation in consumption, and to interdict
such kinds of it as are not of primary importance. Direct measures
at the cost of the state, to procure food from a distance, are expedient
when from peculiar reasons the thin_ is not likely to be done by
private speculation. In any other case they are a great error.
Private speculators will not, in such cases, venture to compete with
the government ; and though a government can do more than any
e_e merchant, it csauot do nearly so much as all merchants.
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§ 4. Govern_te, however, are oftener chal_eable with having

attempted, too successfully, to make things dear, than with having
aimed by wrong means at m_ng them cheap. The usual instru-
ment for producing artificial dearness is monopoly. To confer a
monopoly upon a producer or dealer, or upon a set of producers
or dealers not too numerous to combine, is to give them the power
of levying any amount of taxation on the public, for their individual
benefit, which will not make the public forego the use of the com-
modity. When the sharers in the monopoly are so numerous and
so widely scattered that they are prevented from combining, the
evil is considerably less: but even then the competition is not
so active among a limited as among an unlimited number. Tbo_

who feel assured of a fair average proportion in the general bu_ness
ale seldom eager to get a larger share by foregoing a portion of their
pyofits. A limitation of competition, however partial, may have
mischievous effects quite disproportioned to the apparent cause.
The mere exclusion of foreigners, from a branch of industry open to
the free competition of every native, has been known, even in
England, to render that branch a conspicuous exception to the
general industrial energy of the country. The silk manufacture o|
England remained far behind that of other countries of Europe,
so long as the foreign fabrics were prohibited. In addition to the
tax levied for the profit, real or imaginary, of the monopolists, the
consumer thus pays an additional tax for their laziness andincapacity.
When relieved from the immediate stimulus of competition, produeera
and dealers grow indifferent to the dictates of their ultimate
pecuniary interest; preferring to the most hopeful prospects the
present case of adhering to routine. A person who is already
thriving, seldom puts hlmRelf out of his way to commence even a
lucrative improvement, unless urged by the additional motive
of fear lest some rival should supplant him by getting possession of it
before him.

The condemnation of monopolies ought not to extend to patents,
by which the originator of an improved process is allowed to enjoy,
for a limited period, the exclusive privilege of using his own improve-
ment. This is not making the commodity dear for his benefit, but
merely postponing a part of the increased cheapness which the
public owe to the inventor in order to compensate and reward him
for the _ervice. That he ought to be both compens&ted and rewarded
for it, will not be denied, and also that if all were at once allowed

to avail themselves of his ingenuity, without having shared th_



la_ or the e_ which he had to in_m.r;- bringing_, idea
into a practical shape, either such expenses and labours would be
undergone by nobody except very opulent and very public-spirited
persons, or the state must put a value on the m_rvicerendered by an
inventor, and make him a pecuniary grant. This has been done in
some instances, and may be done without inconvenience in eases
of very conspicuons public benefit; but in general an exclusive
privilege, of temporary duration, is preferable; because it leaves
nothing to any one's discretion; because the reward conferred by
it depends upon the invention's being found useful, and the greater
the usefulness the greater the reward ; and because it is paid by the
very persons to whom the service is rendered, the consumers of the
commodity. So decisive, indeed, are these considerations, that if
the system of patents were abandoned for that of rewards by the
state, the best shape which these could assume would be that of a
small temporary tax, imposed for the inventor's benefit, on all
persons maldng use of the invention. 1To this, however, or to any
other system which would vest in the state the power of deciding
whether an inventor should derive any pecuniary advantage from
the public benefit which he confers, the objections are evidently
stronger and more fundamental than the strongest which can
possibly be urged against patents. It is generally admitted that
the present Patent Laws need much improvement ; but in this
case, M well as in the closely analogous one of Copyright, it would
be a groM immorality in the law to set everybody free to use a
person's work without his consent, and without giving him an
equivalent. I have seen with real alarm several recent attempts,
in quarters carrying some authority, to impugn the principle of
patents altogether ; attempts which, if practically su_, would
enthrone free stealing under the prostituted name of free trade,
and make the men of brains, still more than at present, the needy
retainers and dependents of the men of money-bags.

5. I pass to another kind of government interference, in which
the end and the means are alike odious, but which existed in England
until not more than a generation ago, and in France up to the year
1864.g I mean the laws against combinations of workmen to raise
wagce; laws enacted and maintained for the declared purpose of

I [Therem_inde_ofthisparagraphwasaddedin the5theel (1862).]
I [8oe_ee 7thed. (1871_ Originally(1848)"not muchmorethantwentj

years_go,andk in full vigourat thisday in someothereounttieL"]
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keepingwages low, as the famous Statute of Labourers was passed
by a lag_lature of employers, to prevent the labouring class, when
its numbers had been thinned by a pestilence, from taking advantage
of the dJmlniahed competition to obtain higher wages. Such laws
exhibit the infernal spirit of the slave master, when to ret_n the
working classes in avowed slavery has ceased to be practicable.

If it were possible for the working classes, by combining among
themselves, to raise or keep up the general rate of wages, it needs

hardly be said that this would be a thing not to be punished, but to
be welcomed and rejoiced at. Unfortunately the et_ect is quite
beyond attainment by such means. The multitudes who compose
the working class are too numerous and too widely scattered to
combine at all, much more to combine effectually. If they could
do so, they might doubtless succeed in diminiahing the hours of

labour, and obtaining the same wages for less work. They would
also have a limited power of obtaining, by combination, an increase
of general wages at the expense of profit_ But the Mmits of this
power are narrow ; and were they to attempt to strain it beyond
those limits, this could only be accomplished by keeping a part of
their number permanently out of employment.1 As support from
public charity would of course be refused to those who could get
work and would not accept it, they would be thrown for support
upon the trade union of which they were members ; and the work-
people collectively would be no better off than before, having to
lupport the same numbers out of thd same aggregate wages. In
this way, however, the class would have its attention forcibly
drawn to the fact of a superfluity of numbers, and to the necessity,
if they would have high wages, of proportioning the supply of
labour to the demand.

Combinations to keep up wages are sometimes successful, in
trades where the workpeople are few in number, and collected in a
small number of local centres. It is questionable if combinations
ever had the smallest e_ect on the permanent remuneration of

spinners or weavers; but the journeymen type-founders, by a
dose combination, are able, it is said, to keep up a rate of wages

much beyond that which is usual in employments of equal hsrduem

n [This and the preceding sentence replaced, but not until the 7th ed.
(1871), the following sentence of the original (1848) text : " But ff they aimed
at obtaining a_tu_lly higher wages than the rate fixed by demsnd sad supply
--the rate whioh distributea the whole cireulating oapit_l of the oountry among
the entire working population--thls oould only be aeeompikhed by ke_

part of their numberpermLn_atly out of employmut."]
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and skill; and even the tailors, a much more numerous clam, are
understood to have had, to some extent, a similar success. A rise

of wages, thus confined to particular employments, is not (like a
rise of general wages) defrayed from profits, but raises the value and
price of the particular article, and t_il_ on the consumer; the
capitalist who produces the commodity being only injured in so
far as the high price tends to narrow the market; and not even
then, unless it does so in a greater ratio than that of the rise of
price : for though, at higher wages, he employs, with a given capital,
fewer workpeople, and obtains lees of the commodity, yet if he can
eel] the whole of this diminished quantity at the higher price, his
profits are as great as before.

This partial rise of wages, ff not gained at the expense of the
remainder of the working class, ought not to be regarded as an
evil} The consumer, indeed, must pay for it; but cheapness of
goods is desirable only when the cause of it is that their production
costs little labour, and not when occasioned by that labour's being
ill remunerated. It may appear, indeed, at first sight, that the

nigh wages of the type-founders (for example) are obtained at the
general cost of the labouring class. This high remuneration either
causes fewer persons to find employment in the trade, or if not,
must lead to the investment d more capital in it, at the expense
of other trades : in the first case, it throws an additional number of

labourers on the general market; in the second, it withdraws from that
market a portion of the demand : effects, both of which are injurious
to the working classes. Such, indeed, would really be the result of a
successful combination in a particular trade or trades, for some
time after its formation; but when it is a Ponnanent thing, the
principles so often insisted upon in this treatise, show that it can

have no such effect. The habitual earnings of the working classes
at large can be effected by nothing but the habitual requirements of
the labouring people : these indeed may be altered, but while they
remain the same, wages never fall permanently below the mtandard
of these requirements, and do not long remain above that standard.
If there had been no combinations in particular trades, and the
wages of thcso trades had never been kept above the common level,
there is no reason to suppose that the common level would have been
at all higher than it now i& There would merely have been a greater
number of people altogether, and a am_ller number of exceptions to
the ordinary low rate of wages

z [So einee 3rded. (1852). Originally: "ought to be regardedu a ben_t. _]
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1If, therefore, no improvement were to be hoped for in the

general circnm_tances of the wor_ng classes, the success of a portion
of them, however small, in keeping their wages by combination
above the market rate, would be wholly a matter of satisfaction.
But when the elevation of the character and conditiQu of the entire

body has at last become a thi_ not beyond the reach of rational
effort, it is time that the better paid classes of Rlfi]ted artisans should
seek their own advantage in common with, and not by the exclusion
of, their fellow-labourers. While they continue to fix their hopes on
hedging themselves in against competition, and protecting their own
wages by shutting out others from acccm to their employment,
nothing better can be expected from them than that total absence
of any large and generous aims, that almost open disregard of all
other objects than high wages and little work for their own small
body, which were so deplorably evident in the proceedings and
manifestoes of the Amalgamated Society of Engineers during their
quarrel with their employer_ Success, even if attainable_ in r_i_ng
up a protected clam of worlrlng people, would now be a hindrance,
instead of a help, to the emancipation of the working classes at large.

But though combinations to keep up wages are seldmn effectual,
a_] when effectual, are, for the reasons which I have assigned,
seldom desirable, the right of making the attempt is one which
cannot be refused to any portion of the working population without
great injustice, or without the probability of fatally misleading
them respecting the circumstances which determine their conditio_
So long as combinations to raise wages were prohibited by law.
the law appeared to the operatives to be the real cause of the low
wages which there was no denying that it had done its best to
produce. Experience of strikes hae been the beet teacher of the
labouring dames cm the subject of the relation between wages and
the demand and supply of labour : and it is most important that
this coarse of ing_uction should not be distarbed.

It k a gre_t error to O01_amn_ _ seand absolutely, eithez trade

unions or the collective action of et_u_ Even II_l.lmln_ t_t a

I _fhis and the following ._l_a]_h were added in the 3rd ed. (1852) ; and
_e esutmee of the oa_intl text, ' Combinatiom to keep up wagee ere the_.
gore not only pe_niasible but useful, whemvir really ee_enhtted to have that
effect," was removed at this l_int.]

* [This pazsgrsph was added in the f_h _L (18_ The meond mutene_
however, then ran : "I grant that s strike ia wrong whenever it is foolish,
and it is foolish whenever it attempta to raise wagm aJ)ovc that market _te
which is rendered possible by supply and demancL But demand and supply
v,re not phy_sal a_emie_" &m. The pteasnt text _ f_mmthe 7th ed. (1871).]
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_'ke must J_evitably fail whenever it attempts to raise wages above
that market rate w]_ch is fixed by the demand and supply ; demand
and supply are not physical agencies, which thrust a given amount
of wages into a labourer's hand without the participation of his own
w/|l and actions. The market rate is not fixed for him by some
sea-acting instrument, but is the result of bargaining between h-m_n
beings--of what Adam Smith calts "the higgling of the market ; "
and those who do not "higgle" will long continue to pay, even over
a counter, more than the market price for their purchases. Still
more might poor labourers who have to do with rich employers
remain long without the amount of wages which the demand for
their labour would justify, unlees, in vernacular phrase, they stood
out for it : and how can they stand out for terms without organized
concert ? What chance would any labourer have who struck singly
for an advance of wages ? How could he even know whether the
state of the market admitted of a rise, except by consultation with
his fellows, naturally leading to concerted action ? I do not hesitate
to say that associations of labourers, of a nature similar to trade
unions, far from being s hindrance to a free market for labour, are
the _ry instrumentality of that free market ; the indispensable
means of enabling the sellers of labour to take due care of their
own interests under a system of competition. There is an ulterior
consideration of much importance, to which attention was for the
first time drawn by Professor Fawcett, in an article in the Westminster
Rev/ew. Experience has at length enabled the more intelligent trades
to take a tolerably correct measure of the circumstances on which
the success of a strike for an advance of wages depends. The
workmen are now nearly as well informed as the master of the state
of the market for his commodities ; they can calculate his gains and
his expenses, they know when his trade is or is not prosperous,
and only when it is, sre they ever again likely to strike for higher
wages ; which wages their known readiness to strike makes their
employers for the most part willing, in that case, to concede. The
tendency, therefore, of this state of thin_ is to make a rise of wages
in any partioular trade usually consequent upon a rise of profits,
which, as Mr. Fawcett observes, is a commencement of that regular
participation of the labourers in the profits derived from their labour,
every tendency to which,for the re_ons stated in a previous chapter,*
it is so important to encourage, since to it we have chiefly to look
for any radical improvement in the social and economicalrelations

* Supra, bookv. eh_ v_
2H2



between labour and capital. Strikes, therefore, and the trade
societies which render strikes possible, are for these various reasons
not a mischievous, but on the contrary, a valuable part of the
existing machinery of society.

It is, however, an indispensable condition of tolerating combina-
tions, that they should be voluntary. No severity, necessary to the
purpose,istoo greatto be employed againstattemptsto compel
workmen to join a union, or take part in a strike by threats or
violenc_ Mere moral compulsion, by the expression of opinion,
the law ought not to interfere with ; it belongs to more enlightened
opinion to restrain it, by rectifying the moral sentiments of the
people. Other questions arise when the combination, being volun-
tary, proposes to itself objects really contrary to the public good.
High wages and short hours are generally good objects, or, at all
events, may be so : 1 but in many trade unions, it is among the
rules that there shall be no task work, or no difference of pay
between the most expert workmen and the most unskilful, or that
no member of the union shall earn more than a certain sum per
week, in order that there may be more employment for the rest ;
s and the abolition of piece work_ under more or less of modification,
held a conspicuous place among the demands of the Amalgamated
Society. These are combinations to effect objects which are per-
nicious. Their success, even when only partial, is a public mischief;
and were it complete, would be equalin magnitude to almost any of
the evils arising from bad economical legislation. Hardly anything
worse can be said of the worst laws on the subject of industry and
its remuneration, consistent with the personal freedom of the labourer,
than that they place the energetic and the idle, the gldlful and the
incompetent, on a level : and this, in so far as it is in itself possible,
it is the direct tendency s of the regulations of these unions to do.
t It does not, however, follow as a consequence that the law would

! [At this point the following passage of the original text was omitted
from the 3rded. (1852) :" and a limitation of the number of pe.rmmin employ.
ment may be a neces_ry condition of these. Combinations, therefore, not to
work for lees than certain wages, or for more than a certain number of hours.
or even not to work for a master who employs more than t eortain number
of &l_prentiem,are, when voluntaxy on the part of all who engage in them, not
only unexceptionable, but would be desirable, were it not that they mlmomt
always fail of their effect."]

i [This eentanco was inserted in the 3rded.]
t [So since the 5th ed. (1862_ In the earlier editions: u avowed objeet.'_
* [The rest of this paragraph dates from the 3rd ed. The first edition

(1848) nmd: "Every society which exacte item its members obedien_ to rules
of this deeoription and endeavoum to enforvv compliance with them on



OOMBINATION LAWB 935

be warranted in making the formation of such associations illegal
and punishable. Independently of all considerations of consti-

tutional liberty, the best interests of the human race imperatively
require that all economical experiments, voluntarily undertaken,
should have the fullest licence, and that force and fraud should be

the only means of attempting to benefit themselves which are
interdicted to the less fortunate classes of the community.*

§ 6. Among the modesof undue exerciseoftha power of govern-
ment on which I have commented in this chapter, I have included

only such as rest on theories which have still more or less of footing
in the most enlightened countries. I have not spoken of some which
have done still greater mischief in times not long past, but which
are now generally given up, at least in theory, though enough of
them still remains in practice to make it impossible as yet to class
them among exploded errors.

The notion_ for example, that a government should choose

the part of employers by refusal to work, is a public nulssno_ Whether
the law would be waxrsnted in ma_ng the formation of such associations illegal
and punishable, depends upon the difficult question of the legitimate Joounds
of constitutional liberty. What are the proper limits to the right of asso.
elation ! To associate for the purpose of violating the law could not of
course be tolerated under any government. But among the numerous sots
which, although mischievous in themselves, the law ought not to prohibit
from being done by individuals, are there not some which are rendered so
much more mischievous when people combine to do them, that the legislature
ought to prohibit the combination, though not the act itself ! When these
questions have been philosophically answered, which belongs to a different
branch of social philosophy from the present, it may be determined whether the
kind of associations here treated of can be a proper subject of any other than
merely moral repression."

But in the 2nd ed. (1849) this had already been reptsoed by : "Any society
which exacts from its members obedience to rules of this description, and
endeavours to enforce compliance with them on the part of employers by
refusal to work, incurs tlie inoonvenienecs of Communism, without getting
rid of any of those of individual property. It does not follow, however, that
the law would be warranted " &c., as at present.]

* [1862] Whoever desires to understand the question of Trade Combinations
as se_a from the point of view of the working people, should make himself
acquainted with a pamphlet published in 1860, under the title Trades Un/on_
mind Strifes, O_ir Philosophy and Intention, by T. J. Dunning, Secretary to
the London Consolidated Soeiety of Bookbinders. There are many opinions
in this able tract in which I only pa,tially, and some in which I do not at all,
coinoid¢_ But there are also many sound arguments, and an instructive exIm-
sure of the common fallacies of opponents. Readers of other classes will see
with surprise, not only how gre_t a portion of truth the Unions have on their
side, but how muoh less flagrant and condemnable even their errors appear,
when seen under the aspect in which it is only natural that the wortrln_ classes
_ouklthemselvesregardthem-
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opi_io_ for the people, and should not suiIer any doctrines i_
polities, morals, law, or religion, but such as it approves, to i_
printed or publicly professed, may be said to be altogether abandoned
as a general thesis. It is now well understood that a r_ime of
sort is fatal to all prosperity, even of an economical kind : that the
human mind when prevented either by fos_ of the law or by fear of
opinion from exercising its faculties freely on the most important
subjects, acquires a general torpidity and imbecility, by which, when
they reach a certain point, it is disqualified from making any
considerable advances even in the common affairs of life, and which,

when greater still, make it gradually lose even its previous attatin-
ments. There cannot be a more decisive example than Spain and
Portugal, for two centuries after the Reformation. The decline of
those countries in national greatness, and even in material civilization,
while ahmost all the other nations Of Europe were unintorruptedly
advancing, has been ascribed to various causes, but there is one
which lies at the foundation of them all : the Hoby Inquisition, and
the system of mental slavery of which it is the symbol

Yet a/though these truths are very widely recognized, and
freedom both of opinion and d discussion is admitted as an axiom
in all free countries, this apparent liberality and tolerance has
acquired so little of the authority of a principle, that it is always
ready to give way to the dread or horror inspired by some particu/az
sort of opinions. Within the last fifteen or twenty years, 1several
individuals have suffered imprisonment, for the public profession,
sometimes in a very temperate manner, of disbelief in religion ; and
it is probable that both the public and the government, at the first
panic which arises on the subject of Chartism or Comm_mlam, will
fly to similar means for checking the propagation of democratic or
anti-prol_rty doctrine6. In this country, however, the effective
restxaints on mental freedom F_oceed much less from the law or the
government, than from the intolerant temper of the national mind ;
arising no longer from even as respectable a source as bigotry or
fanaticism, but rather from the general habit, both in opinion and
conduct, of making adherence to custom the rule of life, and
enforcing it, by social penalties, against all persons who, without a
party to back them, assert their individual independence.

[8oiuTthe&(lSTl_ Inlst(lS_S): "t_o_th_L"|



_APTER XI

O_' 'Jl_m GROUNDS AND LIMITS OF THE LAISSER-FAIRD

OR NON-INTERFERENCE PRINCIPLE

§ 1. WE have now reached the last part of our underta_ng |
the discussion, so far as suited to this treatise (that is, so far as it is a
question of principle, not detail), of the limits of the province of
government: the question, to what objects governmental inter-
vention in the affairs of society may or should extend, over and
above those which necessarily appertain to it. No subject has
been more keenly contested in the present age : the contest, however,
has chiefly taken place round certain select points, with only flying
excursious into the rest ofthe field. Those indeed who have discussed

any particular question of government interference, such as state
education (spiritual or secular), regulation of hours of labour, a
public provision for the poor, &c., have often dealt largely in general
arguments, far outstretching the special application made of them,
and have shown a sufficiently strong bias either in favour of letting
things alone, or in favour of meddling ; but have seldom declared,
or apparently decided in their own minds, how far they would
carry either principle. The supporters of interference have been
content with asserting a general right and duty on the part of
government to intervene, wherever its intervention would be useful :
and when those who have been called the laissez-faire school have
attempted any definite limitation of the province of government,
they have usually restricted it to the protection of personand property
against force and fraud; a definition to which neither they nor
any one else can deliberately adhere, since it excludes, as has been
ehown in a preceding chapter,* some of the most indispensable and
unanimously recognized of the duties of government.

Without professing entirely to supply this deficiency of a general
theory, on a question which does not, as I conceive, admit of any

* Supra, book v. oh. 1.
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universal solution, I shall attempt to afford some little aid towards
the resolution of this class of questions as they arise, by examining,
in the most general point of view in which the subject can be
considered, what are the advantages, and what the evils or incon-
veniences, of government intederence.

We must set out by distinguishing between two kinds of inter-
vention by the government, which, though they may relate to the
same subject, dif[er widely in their nature and effects, and require,
for their justification, motives of a very ditterent degree of urgency.
The intervention may extend to controlling the free agency of indi-
viduals. Government may interdict all persons from doing certain
things ; or from doing them without its authorization; or may
prescribe to them certain things to be done, or a certain manner of
doing things which it is left option_, with them to do or to abstain
from. This is the atcAor/tative interference of government. There
is another kind of intervention which is not authoritative: when

a government, instead of issuing a command and enforcing it by
penalties, adopts the course so seldom resorted to by guvernments_
and of which such important use might be made, that of giving
advice, and promulgating information ; or when, leaving individuais
free to use their own means of pursuing any object of general interest,
the government, not meddling with them, but not trusting the object
solely to their care, establishes, side by side with their arrangements,
an agency of its own for a like purpose. Thus, it is one thing to
maintain a Church Establishment, and another to refuse toleration
to other religions, or to persons professing no religion. It is one thing
to provide schools or colleges, and another to require that no person
shall act as an instructor of youth without a government licence.
There might be a national bank, or a government manufactory_
without any monopoly against private banks and manufactoriea
There might be a post-office, without penalties against the con-
veyance of letters by other means. There may be a corps of govern-
me_t engineers for civil purposes, while the profession of a civil
engineer is free to be adopted by every one. There may be public
hospitals, without any restriction upon private medical or mlrgical
practice.

§ 2. It is evident, even at first sight, that the-authoritative
term of government intervention has a much more limited sphere
of legitimate action than the other. It requires a much stronge_
necessity to justify it in any case ; while there are large depertmenta
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of human life from which it must be unreservedly and imperiously
excluded. Whatever theory we adopt respecting the foundation of
the social union, and under whatever political institutions we live,
there is a circle around every individual human being which no
government, be it that of one, of a few, or of the many, ought to

be permitted to overstep : there is a part of the life of every person
who has come to years of discretion, within which the individuality
of that pe_on ought to reign uncontrolled either by any other
individual or by the public collectively. That there is, or ought to
be, some space in human existence thns entrenched around, and
sacred from authoritative intrusion, no one who professes the smallest

regard to human freedom or dignity will call in question : the point
to be determined is, where the limit should be placed ; how large a
province of human life this reserved territory should include. I
apprehend that it ought to include all that part which concerns
only the life, whether inward or outward, of the individual, and
does not affect the interests of others, or affects them only through
the moral influence of example. With respect to the domain of the
inward consciousness, the thoughts and feelings, and as much of
external conduct as is personal only, involving no consequences,
none at least of a painful or injurious kind, to other people ; I hold
that it is allowable in all, and in the more thoughtful and cultivated
often a duty, to assert and promulgate, with all the force they are
capable of, their opinion of what is good or bad, admirable or con
temptible, but not to compel others to conform to that opinion;
whether the force used is that of extra-legal coercion, or exerts itself

by means of thelaw.
Even in those portions of conduct which do affect the interest of

others, the onus of malting out a case always lies on the defenders
_f legal prohibitionL It is not a merely constructive or presumptive
injury to others which will jus_ the interference of law with indi-
vidual freedom. To be prevented from doing what one is inclined
to, or from acting aecordln_ to one's own judgment of what is
desirable, is not only always irksome, but always tends, pro _nto,
to starve the development of some portion of the bodily or mental
faculties, either sensitive or active ; and unless the conscience of the

individual goes fl_ely with the legal restraint, it partakes, either in a
great or in a smart degree, of the degradation of slavery. Scarcely
any degree of utility, short of absolute necessity, will justify a
prohibitory regulation, unlem it can also be made to recommend
itself to the general conscience; unlem persons of ordinary good
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in_entiona either believe alzeady, or ean be induced to believe, that
the thing prohibit1 ia a thing which they ought not to wish to

It is otherwi_ with governmental int_rferene_ which do net
restrain individual free agency. When a government provides
means for fulfil_ng a cert_u end, leaving individuals free to avail
themselves of different means if in their opinion preferable, there
is no infringement of liberty, no irksome or degrading rest_aiat_
One of the principal objections to government interference is then
absent_ There is, however, in almost all forms of government
agency, one thin_ which is oompuhory ; the provision of the
pecuniary means. These are derived fromte_ation ; or, if existing
in the form of an endowment derived from public proper_y, they
are still the cause of as much compulmry taxation as the eale or
the ennmd proceeds of the property would ev_hle to be dispensed
with.* And the objection necesmrily ate,ac.hi_g to compuleory
contributions, is almost always greatly aggravated by the expensive
preoaations and onerous resta_tmns whieh are indispensable to
prevent evMion of a compuJeory +_-

§ $. A seeead general objection to govmmment agency is tlmt
every increase of the functions devolving on the government is an
increase of its power, both in the form of _athority, and still morn,
in the indL_eotform of influence. The impo_,m_ee of this considera-
tion, in respect to political freedom, has in general been quite suffi-
ciently recognized, at ]east in England ; but many, ha latter timee,
have been prone to think that lim'mLtion of the powers of the
government is only essential when the government itaeli is badly oew
stituted; when it doe_ not repreaeut the people, but is the organ of a

or coaJition of classes: and thst a goveznmeJat of suflieieu_ly
popular oonstitution might be trusted with any amount of pow.x
over the nation, eince its power would be eady that of the nation over
itself. This might be true, ff the natiea, in eueh canes, did net
practically mean a mere m_jofity of the nation, and ff minorities
were ox_J7 capable of oppreasing,but not of bring oppreeaed.
gx_iea_ however, pmve_ that the depositaries d power who

* Theonly eues in whiehgovernmentagency involvmnothin8 of • eom-
pukorynature,aretherareeases in which,withoutany,rtifloial monopoly,it
p_ys imownexpense_ A bridgebuiltwithpubliomoney,on _hieh tollsave
eolleetedsufllolentto pay not only_11ourmnte_ense_ but the igterestof tim
originaloutlay, isoneease inpoint_ Thegovernmentra_lwaysin Belgiumand
Germanyareanotherexample. ThePint Oflloe,ifitamonopolyweretbolishe_
ud it still 1_id/taexllmsm, woeldhe moth_.
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m me_ d_ of the people, that is of a majority, are q_ite u
ready (when they think they can count on popular support) as any
organa of oligarchy to assume arbitrary power, and encroach unduly
on the fiberty of private life. The public collectively is abundantly
ready to impose, not only its generally narrow views of its interests,
but its abstract opinions, and even its tastes, as laws binding upon
individuals. And the present civilization tends so e/n_ngly to make
the power of persons scUng in masses the only substantial power
in society, that there never was more necessity for surroun._g
individual independence of thought, speech, and conduct, with the
most powerful defences, in order to maintain that originality of mind
and individuality of character, which are the only source of any real

progrees, and of most of the qualitiee which make the human race
much superior to any herd of animals. Hence it is no less important
in & democratic than in any other government, that all tendency
en the pert of public authorities to stretch their interference, and
assume a power of say sort which can easily be dispensed with,
should be regarded with unremitting jealousy. Perhaps this is
even more important in a democracy than in any other form of
political society; because, where public opinion is sovereign, an
individual who is oppressed by the sovereign does not, as in most
other states of things, find a rival power to which he can appeal for
relief, or, at all events, for sympathy.

| 4. A _ general object_n to government agency recta on
the principle of the division of labour. Every additional function
undertaken by the government is a fresh occupation imposed upon
a body already overcharged with duties. A natural consequence is
that most things are ill done ; much not done at al_ because the

government is not able to do it without delays which are fatal to
ira purpose ; that the more troublesome, and less showy, of the
fanctione undertaken, are postponed or neglected, and an excuse is

always ready for the neglect ; while the heads of the administration
have their mind_ so fully taken up with ofiici_l details, in however
per_lnotory a manner superintended, that they have no time or
thought to spare for the gre_t interests of the state, and the prevara-
tion of enlarged measures of social improvement.

But these inconveniences, though real and serious, result much
more f_om the bad orgsmization of governments, than from the
extent and variety of the duties undertaken by them. Gove_men_
il not, a up-me for some One fxlacq_.on_, or definite number d



functionaries : there may be almost any amount of dividon of labom
within the administrative body itself. The evil in question is felt
in great magnitude under some of the governments of the Continent,
where six or eight men, li_ng at the capital and known by the name
of ministers, demand that the whole public business of the country
shall pass, or be supposed to pass, under their individual eye. But
the inconvenience would be reduced to a very manageable compass,
in a country in which there was a proper distribution of functions
between the central and local omcers of government, and in which
the central body was divided into a sufficient number of depaxtmen_
When Parliament thought it expedient to confer on the government
an inspecting and partially controlling authority over railways,
it did not add railways to the department of the Home Minister, but
created a Railway Board. When it determined to have a central

superintending authority for pauper admluistrafion, it established
the Poor Law Commission. There are few countries in which a

greater number of functions axe discharged by public oflicam, than
in some states of the American Union, particularly the New England
States : but the division of labou_ in public hu_inees is extreme ;
most d these ot_cers being not even amenable to any common
superior, but performing their duties freely, under the double check of
election by their townsmen, and civil as well as criminal responsi-
bifity to the tribunals.

It is, no doubt, indispensable to good government that the chief_
of the admini_stl_tion, whether permanent or temporary, should
extend a commanding, though general, view over the ensemb/e of
all the interests confided_ in any degree, to the responsibility of the
central power. But with a skilful internal organization of the
administrative mae.hine, leaving to subordinates, and as far as
possible, to local subo_in_tes,not only the execution, but to a
great degree the control, of details ; holdln_ them accountable fo_
the results of their acts rather than for the acts themselves, except
where these come within the cognizance of the tribunak ; taking
the most effectual securities for honest and capable appointmentA ;
opening a broad path to promotion from the inferior degreesof

the administrative scale to the superior; leaving, at each stops
to the functionary, a wider range in the origination of mea_res, so
that, in the highest grade of all, delibexation might be concentrated
on the great collective interests of the country in each depaxtment ;
if all t_ia were done, the government would not probably be over-

burthened by any b,,_inesa, in othe_ x_mpeem fit to be undertaken by
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it; though the overbm_ening would zemain a8 a serous addition
to the inconveniences incurred by its undertaking any which wM
unfit.

§ 5. But though a better organization of governments would
greatly diminish the force of the objection to the mere multiplication
of their duties, it would still remain true that in all the more advanced

communities the great majority of things are worse done by the
intervention of government, than the individuals most interested
in the matter would do them, or cause them to be done, if left to

themselves. The grounds of this truth are expressed with tolerable
exactness in the popular dictum, that people understand their own
business and their own interests better, and care for them more,

than the government does, or can be expected to do. This maxim
holds true throughout the greatest part of the business of life, and
wherever it is true we ought to condemn every kind of government
intervention that conflicts with it. The inferiority of government
agency, for example, in any of the common operatious d industry or
commerce, is proved by the fact, that it is hardly ever able to
maintain itself in equal competition with individual agency, where
the individuals possess the requisite degree of industrial enterprise,
and can command the necessary assemblage of means. All the
facilities which a government enjoys of access to information; all
the means which it possesses of remunerating, and therefore of
commanding, the best available talent in the maxket--axe not an
equivalent for the one great disadvantage of an inferior interest
in the result.

It must be remembered, besides, that even if a government were
superior in intelligence and knowledge to any single individual in
the nation, it must be inferior to all the individuals of the nation

taken together. It can neither possess in itself, nor enlist in its
service, more than a portion of the acquirements and capacities
which the country ennt_i_, applicable to any given purpose_
There must be many persona equally qu_li_ed for the work with
those whom the government employs, even if it selects its instru-
ments with no reference to any consideration but their fitness.
Now these are the very persons into whose hands, in the cases of
most common occurrence, a system of individual agency naturally
_ends to throw the wor_ because they are capable of doing it better ozl

i [8o sinm Sth e& (1862_ Originffilly: "aml."]
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on cheaper terms than any other persons. So far as this is the
ease, it is evident that government, by excludi.g or even by super-
seding individual agency, either substitutes a less qualified instru-
mentality for one better qualified, or at any rate substitutes ira
own mode of accomplishing the work, for all the variety of modes
which would be tried by a number of equally qualified pemons
aiming st the same end ; a competition by many degrees more
lnopitious to the pmgrees of improvement than any uniformity of
system.

§ 6. I have reserved for the last place one of the strongest of
the reasons against the extension of government agency. Even if
the government could comprehend within itself, in each department.
all the most emi.ent intellectual capacity and active talent of the
ustion, it would not be the less desirable that the conduet of a large
portion of the a_airs of the society should be left in the bande of
the persons immediately inte2ested in then_ The business of life is
an essential part of the practical education of a people ; without
which, book and school instruction, though most nece_ary and
salutary, dora not suffice to qualify them for conduct, and fez
the adaptation of means to ends. Instruction is only one of the
desiderata of mental improvement ; another, almost as indispensable.
is a vigorous exercise of the active energies ; labour, contrivance.
judgment, selLcontrnl : and the natural stimulus to these is the
difficulties of life, This doctrine is not to be confounded with the

complacent optimism, which represents the evils of life as desirable
things, because they call forth qualities adapted to oombst with
evils. It is only because the difficulties e_6.t, that the qualities
which combat with them are of any value. As practical beings it
is our business to free human life from as many as possible of it_
di_culties, sad not to keep up a stock of them as hunters presmwe
game for the exercise of pursuing it. But since the need of active
talent and prscticaljudgment in the affairs of life can only be
diminished, and not, even on the most tavourahle supposition, done
away with, it is important that those endowments should be culti-
vsted not merely in a select few, but in a/l, and that the cultivatio_
ehonld be more varied sad complete than most persons axe able to
find in the narrow sphere of their merely individual interesta A
people among whom there is no habit of spontaneous action to_ a
collective interest--who look habitually to their government to
command or prompt them in all mattem of joint eonosrn--who
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expect to have everything done for them, except what can be made
an affair of mere habit and rouKne--have their faculties only half

developed ; their education is defective in one of its most importaLt
branches.

Not only is the cultivation of the active fa,oulties by exercise,
diffused through the whole community, in itself one of the most
valuable of national possessions : it is rendered, not less, but more

necessary, when a high degree of that indispensable culture is
systematically kept up in the chiefs and functionaries of the state.
There cannot be a combination of circumstances more dangerous

to human we]fare, than that in which in_Rigence and talent are
maintained at a high standard within a governing corporation,
but starved and discouraged outside the pale. Such a system,
more completely than any other, embodies the idea of despotism,
by arming with intellectual superiority as an additional weapon
those who have already the legal power. It approaches as nearly

as the organic, difference between hnman beings and other animals
a_lmits, to the government of sheep by their shepherd without

anything like so strong an interest as the shepherd has in the thriving
conditionof the flock.The only securityagainstpoliticalslavery

isthe check maintainedover governorsby the diffusionof intelli-

gence,activity,and publicspiritamong the governed. Experience

provesthe extreme difficultyof permanently keepingup a suffi-

cientlyhighstandardofthosequalities; a dif_cultywhichincreases,
astheadvanceofcivilizationand securityremovesone alteranother

of the hardships,embarrassments,and dangers agsinKtwhich
individuahhad formerlyno rescues but in theirown strength,

skill,and courage. It isthereforeofsupreme importancethat all

classes Of the oommuulfy, down to the lowest, should have much to
do for themselves; that as great a demand should be made upon
their in_genee and virtue as it is in any respect equal to ; that
the government should not only leave as far as possible to theiz
own faculties the conduct of whatever concerns themselves alone, but

should suffer them, or rather encourage them, to manage as many

as possible of their joint concerns by voluntary co-operation ; since
this discussion and management of collective interests is the great
school of that public spirit, and the great source of that intelligauca

of public affair, which are always regarded as the distinctive
character of the publicof free countries.

A democratic constitution, not supported by democratic institu-
tious in _letail, but confined to tim central government, not only
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is not political freedom, but often creates a spirit preekely the
reverse, carrying down to the lowest grade in s_ciety the desire and
ambition of political domination. In qome countries the desire ot
the people is for not being tyrannized over, but in others it is merely
for an equal chance to everybody of tyranni_ing. Unhappily this

last state of the desires is fully as natural to mankind as the former,
and in many d the conditions even of civilized humanity is far
more largely exemplified. In proportion as the people are accus-
tomed to manage their affairs by their own active intervention,
instead of leaving them to the government, their desires will turn
to repelling tyranny, rather than to tyrannizing : while in proportion
as all real initiative and direction resides in the government, and
individuals habitually feel and act as under its perpetual tutelage,
popular institutions develop in them not the desire of freedom,
but an unmeasured appetite for place and power; diverting the
intelligence and activity of the country from its principal bnsinesa
to a wretched competition for the selfish prizes and the petty vanities
of office.

§ 7. The preceding are the principal reasons, of a general
character, in favour of restricting to the narrowest compass the
intervention of a public authority in the bndne_m of the com-
munity: and few will dispute the more than sufficiency of these
reasons, to throw, in every instance, the burthen of making out
a strong case, not on those who resist, but on those who recom-

mend, government interference. Laisser-faire, in short, should be
the general practice: every departure from it, unle_ required by
some great good_ is a certain eviL

The degree in which the maxim, even in the cases to which it is
moat manifestly applicable, has heretofore been infringed by govern-
ments, future ages will probably have difficulty in crediting. Some
idea may be formed of it from the description of M. Dunoyer * of
the restraints imposed on the operations of manufacture under the
old government of France, by the meddling and regulating spirit
of legislation.

"The State exercised over manufacturing industry the most
unlimited and arbitrary jurisdiction. It disposed without scruple of
the resources of manufacturers : it decided who should be allowed

_o work, what things it should be permitted to make, what n_teri_
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should be employed, what processes followed, what forms should be
given to productions. It was not enough to do well, to do better ;
it was necessemy to do according to the rules. Everybody knows
the regulation of 1670 which prescribed to seize and nail to the
pillory, with the names of the makers, goods not conformable to
the rules, and which, on a second repetition of the offence, directed
that the manufacturers themselves should be attached also. Not
the taste of the consumers, but the commands of the law must be
attended to. Legions of inspectors, commissioners, controllers,
jurymen, gusxdians, were charged with its execution. Machines
were broken, products were burned when not conformable to
the rules: improvements were pnni_hed; inventors were fined.
There were different sets of rules for goods destined for home con-
sumption and for those intended for exportation. An artizan could
neither choose the place in which to establish himself, nor work at
all seasons, nor work for all customers. There exists a decree of
March 30,1700, which limits to eighteen towns the number of places
where stockings might be woven. A decree of June 18, 1723,
enjoins the manufacturers at Rouen to suspend their works from
the 1st of July to the 15th of September, in order to facilitate the
hsrvest_ Louis XIV., when he intended to construct the colonnade
of the Louvre, forbade all private persons to employ workmen
without his permission, under a penalty of 10,000 livres, and forbade
workmen to work for private persons, on pain for the first offence,
of imprisonment, and for the second, of the galleya"

That these and nimilar regulations were not a dead letter, and
that the officious and vexations meddling was prolonged down to the
French Revolution, we have the testimony of Roland, the Oirondist
minister.* "I have seen," says he, "eighty, ninety, a hundred
pieces of cotton or woollen stuff cut up, and completely destroyed. I
have witnessed _imilax scenes every week for a number of years. I
have seen manufactured goods confiscated ; heavy fines laid on the
manufacturers ; some pieces of fabric were burnt in public places,
and at the hours of market : others were fixed to the pillory, with
the name of the manufacturer inscribed upon them, and he himself
was threatened with the pillory, in case of a second offence. All
this was done under my eyes, at Rouen, in conformity with existing
regulations, or mlni_erial orders. What crime deserved so cruel
8 punishment T Some defects in the materials employed, or in

* I quotest Jeoondhand, fromMr. Oatoy'sZ_ omg_ Rm_of gva#_
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the texture of the fabric, or even in some of the threads of tim

warp.
"I have frequentlyseen manufacturersvisitedby a band M

satellites who put all in conhmion in their establishments, spread
terror in their families, cut the stuffs from the frames, tore off the

warp from the looms, and carried them away as proofs of
merit ; the manufacturers were summoned, tried, and condemned :
their goods confiscated ; copies of their judgment of _fi_Ltiea
posted up in every public place; tortune, reputation, credit, all
was lost and destroyed. And for what offence ? Because they had
made ofworsteda kindolclothcalledshag, such asthe Englishused

to manufacture, and even sell in France, while the French regulations
stated that that kind of cloth should be made with mohair. I have

seen other manufacturers treated in the same way, bsoamm they had
made camlets of a particular width, used in England and Germany,
for which there was a great demand from Spain, Portugal, and
other countries, and from several parts of France, while the French
regulations prescribed other widths for camlets."

The time is gone by, when such applications as these of the
principle of "paternal government" would be attempted in even
the least enlightened country of the European commonwealth of
nations. In such cases as those cited, all the general objections to
government interference are valid, and severalof them in nearly
their highest degree. But we must now turn to the second part
of our task, and direct our attention to cases, in which some of

those general objections are altogether absent, while those which
can never be got rid of entirely are overruled by counter-condde_
tions of still greater importance.

We have observed that, as a general rule, the business of li_
is better performed when those who have an immediate interest in
it are left to take their own course, uncontrolled either by the mandate
of the law or by the meddlin_ of any public ttmctionaxy. The
persons, or some of the persons, who do the work, are likely to be
better judges than the government, of the means of attaining the
particular end at which they aim. Were we to suppose, what is not

very probable, that the government has possessed iteelt of the best
knowledge which had been acquired up to a given time by the
persons most skilled in the occupation ; even then the individual

agents have so much stronger and more direct an intere_ in the
result, that the means are far more likely to be improved and

perfected if left to their uncontrolled choice. But if the workman
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k generally the best selector of means, can it be a_med with the
same univema]ity, that the consumer, or person served, is the most
competent judge of the end ? Is the buyer always qualified to judge
of the commodity ? If not, the presumption in favour of the com-
petition of the market does not apply to the case ; and if the com-
modity be one in the quality of which society hu much at stake,
the batance of advantages may be in favour of some mode and
degree of intervention by the authorized representatives of the
collective interest of the atate.

§ 8. Now, the proposition that the conaumer is a competent
judge of the commodity, can be admitted only with numerous
abatements and exceptions. He is general]y the best judge (though
even this is not true universally) of the material objects produced
for his use. These are destined to supply some physical want, or
gratify some taste or inclination, respecting which wants or inclina-
tions there is no appcal from the person who feels them ; or they
are the means and appliances of some occupation, for the use of the
persons engaged in it, who may be presumed to be judges of the
things required in their own habitual employment. But there are
other things, of the worth of which the demand of the market is by
no means a test ; things of which the utility does not con_iat in
ministering to inclinations, nor in serving the daily uses of life, and
the want of which is least felt where the need is greatest. This is
peculiarly true of tho_e thin_ which are chiefly useful as tending
to raise the character of human beings. The uncultivated cannot
be competent judges of cultivation. Those who most need to be
made wiser and better, usually desire it least, and, if they desired
it, would be incapable of finding the way to it by their own lights.
It will continually happen, on the voluntary system, that, the end
not being desired, the means will not be provided at all, or that, the
persons requiring improvement having an imperfect or altogether
erroneous conception of what they want, the supply called forth
by the demand of the market will be anything but what is really
requirecL Now any well-intentioned and tolerablycivilizedgovern-
ment may thlnk_ without presumption, that it does or ought to
posse_ a degree of cultivation above the average of the community
which it rules, and that it should therefore be capable of offering
better education and better instruction to the people, than_ the
greater number of them would spontaneously demand. Educationj
therefore, is one of those things which it is admiralhie in principle
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that a government should provide for the people. The ease h
one to which the ressons of the non-interference principle do not
necessarily or univex_dly extend.*

With regard to elementary education, the exception to onlinary
rules may, I conceive, justifiably be carried still further. There
are certain primary elements and means of knowledge, which it is
in the highest degree desirable that all human beings bern into the
community should acquire during childhood. H their parents,
or those on whom they depend, have the power of obtaining for
them this instruction, and fail to do it, they commit a double breach
ofduty, towards the children themselves, and towards the members

Of the community generally, who are all liable to suffer sexlouely
from the consequences of ignorance and want of education in their
fellow-citizens. It is therefore an allowable exercise of the powers
of government to impose on parents the legal obligation of giving
elementary instruction to children. This, however, cannot fairly
be done, without taking measures to insure that such instruction
shMI be always accessible to them, either gratuitously or at a trifling
expens_

* In opposition to these opinions, a writer, with whom on many points I
but whose hostility to government intervention seems to me too indi_

erimin_te and unqualified, M. Dunoyer, observes, that instruction, however
good in itaeif, can only be useful to the public in so far as they are willing to
reeeive it, and that the beet proof that the instruetiou is suitable to their wants
is ira suCCeSSas &peeuniary enterprise. This argument seems no more eow
elusive reepeetinginstruction forthe mind. than it would be rmpeeting medieine
for the body.No medicine will do the patient any good if he eannot be in-
duced to take it ; but we are not bound to admit as a eorullary from this, that
the patient will select the right medicine without _tanoe. h it not probsble
that s reoommen&_tion, from any quarter which he respects, may induce him
to aeeept a better medicine than he would spont_neonsly have chosen T This
k, in reepoot to education, the very point in deba_ Without doubt, in-
struction which is so far in adv_nee of the people that they cannot be induusd
to avail themselves of it, is to them of no more worth than if it did not exist.
But between what they _pontaneonsly ehome, and what they will refuse to
accept when offered, there is &breadth of interval proportionet to their deger.
enoe tot the reeommender. ]_sidee, a thing of which the publicare bad judg_
may require to be shown to them and pressed on their attention for a long _me,
and to prove its advantagm by long experien0e, before they learn to appreciate
it, yet they may learn at last ;whieh they might never have done, if the thing
had not been thus obtruded upon them in act, but only reoommendedin theory.
Now, a pecuniary epeoulation cannot wait years, or perhepe genemtlous for
success ; it must succeed rapidly, or not at alL Another consideration whleh
M. Dunoyer seems to have overlooked, is, that institutions and modes of tuition
which never could be made sufficiently popular to repay, with a profit, the
expenses incurred on them, may be invsinsble to the many by giving the highest
qmdity of education to the few, and keeping up the perpetual mmeemionof
superior minds, by whom know]edse is advlmoed* mui the eommmxity urged
formud in civilization.
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It may indeed be objected that the education of children is one
of those expenses which parents, even of the labouring c]a_, ought
to defray ; that it is desirable that they should feel it incumbent
on them to provide by their own means for the fulfilment of their
duties, and that by giving education at the cost of othem, just as
much as by giving subsistence, the standard of necessary wages is
proportionally lowered, and the springs of exertion and self-restraint
in so much _Aaxed. This argument could, at best, be only valid
if the question were that of substituting a public provision for what
individuals would otherwise do for themselves; if all parents in
the labouring class recognised and practised the duty of giving
instruction to their children at their own expense. But inasmuch
as parents do not practise this duty, and do not include education
among those necessary expemses which their wages must provide
for, therefore the general rate of wages is not high enough to bear
those expenses, and they must be borne from some other source.
And this is not one of the cases in which the tender of help per-
petuates the state of thin_ which renders help necessary. Instruc-
tion, when it is really such, does not enervate, but strengthens as
well as enlarges the active faculties : in whatever manner acquiredt
its effect on the mind is favourable to the spirit of independence :
and when, unless had gratuitously, it would not be had at all, help
in this form has the opposite tendency to that which in so many
other cases makes it objectionable ; it is help towards doing without
help.

In England, and moat European countries, demsutary instruction
cannot be paid for, at its full cost, from the common wages of
unskilled labour, and would not if it could. The alternative, there-
fore, is not between government and private speculation, but
between a government provision and voluntary charity : between
interfexence by government, and interference by associations of
individuals, subscribing their own money for the purpose, like
the two great School Societies. It is, of course, not desirable that
anything should be done by funds derived from compulsory taxation,
which is already sufficiently well done by incUvidualliberality. How
far this is the came with school instruction, is, in each particular
instance, a question of fact. The education provided in this country
on the voluntary pdnciph has of late been so much discussed,
that it is needhm in this place to criticise it minutely, and I shall
merely express my conviction, that even in quantity it is [1848],
and ia likely to remain, altogether iusufllcisut_ _ in quality,
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though with some slight tendency to improvem_t, it k neve_ good
except by some rare accident, and gene_lly so bad as to be little
more than nominal. I hold it therefore the duty of the government
to supply the defect, by giving pecuniary support to ehmentsry
schools, ealch as to render them accessible to all the children of the

poor, either freely, or for a payment too inconsiderable to be
sensibly felt. x

One thing mast be strenuously insisted on ; that the government
must claim no monopoly for its education, either in the lower or in
the higher branches; must exert neither authority nor influence
to induce the people to resort to its teachers in preference to others,
and must confer no peculiar advantages on those who have been
instructed by them. Though the govermnent teachers wilt probably
be superior to the average of private instructors, they will not embody
all the knowledge and sagacity to be found in all instructors taken
together, and it is desirable to leave open as many roads as possible
to the desired end. It is not "endurable that a government should,
either de _'ure or de facto, have a complete control over the education
of the people. To possess such a control, and actually exert it,
is to be despotic. A government which can mould the opinions
and sentiments of the people from their youth upwards, can do
with them whatever it pleases. Though a government, therefore,
may, and in many cases ought to, establish schools and colleges,
it must neither compel nor bribe any person to come to them ; nor

ought the power of individuals to set up rival establishments to
depend in any degree upon its authorization. It would be justified
in requiring from all the people that they shall possess iustruotion
in certain things, but not in .prescribing to them how or hem whom
they shall obtain it.

§ 9. In the matter of education, the intervention of govern-
ment is justifiable, because the case is not one in which the interest
and judgment of the consumer are a sufficient security for the goodness
of the commodity. Let us now consider another elaes of cases,
where there is no person in the situation of a consumer, and where

the interest and judgment to be relied on are those of the agent

i [The parag_ph originally went on : "but which it might be proper to
dcmaud, merely in recognition of a principle : the remainder of the cost to be
defrayed, u in Scotland, by • local rate, that the inhabit_nta ot the locality
might l_ve s greater interest in watching over the management, an_
checking negligence and abuse." These words were omitted in the 4th
_L (lS57_1
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himself ; as in the conduct of any business in which he is exclusively
inf_rested, or in entering into any contract or engagement by which
he himself is to be bound.

The ground of the practical principle of non-intederenoe must
here be, that most persons take a juster and more intelligent view
of their own interest, and of the means of promoting it, than can
either be prescribed to them by a general enactment of the legis-
lature, or pointed out in the particular case by a public functionary.
The maxim is unquestionably sound as a general rule ; but there
is no difficulty in perceiving some very large and conspicuous
exceptions to it. These may be classed under several heads.

First :--The individual who is presumed to be the best judge
of his own interests may be incapable of judging or acting for
himself ; may be a lunatic, an idiot, an infant: or though not
wholly incapable, may be of immature years and judgment. In
this case the foundation of the la_er-fa_e principle breaks down
entirely. The person most interested is not the best judge of the
mattec, nor a competent judge at all. Insane persons axe every-
where regarded as proper objects of the care of the state.* In the

case of children and young persons, it is common to say, that though
they cannot judge for themselves, they have their parents or other
relatives to judge for them. But this removes the question into
a different category; making it no longer a question whether the
government should interfere with individuals in the direction d

* [1852] The pra_iee of the English law with respeet to i_ persons,
espeoially on the all-important point of the ascertainment of insanity, most
urgently demands refornL At present no persons, whose property is worth
coveting, and whose nearest relations are u_rupulons, or on bad terms with
them, are secureagainst a oommissionof iunAey. At the instance of the persons
who would profit by their being declared insane, a jury may be impanelled
and an investigation held at the expense of the property, in whioh all their
personal peculiarities, with all the additions made by the lying gossip of low
lmrvsnts, srv poured into the credulous ears of twelve petty shopkeeper,
ignorant of all ways of llfe except those of their own class, and regardingevery
trait of individuality in character or taste as eccentricity, and all eccent_fieity
as either insanity or wickedness If this sapient tribunal gives the desired
re,diet, the property is handed over to perhaps.,the last persons whom tim
rightJul owner would have desired or suffered to possess it. Some reoent in.
stances of this kind of investigation have been a scandal to the administration
ot justice. Whatev_ other ehang_ in this branch of law may he made, two
at least are imperative : first, that, M in other legal proecedin_, the expenses
should not be home by the personon trial, but by the promoters of the inquiry,
nb_ect to r_overy of ¢smt4in _ o[ su_e_ : a_! seeondly, that the property
of a person declared insane ohould in no oa_ be made over to heirs while tim
prol_etor is alive, but should be managed by a public offaeeruntil his death

recovery.
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their own conduct and interests, but whether it should leave ab_
lutely in their power the conduct and interests of somebody else.
Parental power is as susceptible of abuse as any other power, and
is, as a matter of fact, constantly abused. If laws do not succeed
in preventing parents from brutally ill-treating, and even from
murdering their children, far tess ought it to be presumed that the
interests of children will never be sacrificed, in more commonplace
and less revoltin_ ways, to the selfishne_ or the ignorance of their
parents. Whatever it can be clearly soen that parents ought to do
or forbear for the interests of children, the law is warranted, if it is
able, in compelling to be done or forborne, and is generally bound to
do so. To take an example from the peclu!iarprovince of political
economy ; it is right that children and young persons not yet arrived
at maturity should be protected, so far as the eye and hand ofthe

state can reach, from being over-worked. Labouring for too many
hours in the day, or on work beyond thei_ strength, should not be
permitted to them, for if permitted it may always be compelled.
Freedom of contract, in the ease of children, is but another wm_l
for freedom of coercion. Education also, the best which circum-
stances admit of their x_eiving, is not a thing which parents ca
relatives, from indi_erence, jealousy, or avarice, should have it in
their power to withhold.

The x_asong for legal intervention in favour of children, apply
not less strongly to the case of those unfortunate slaves and vietin_
of the most brutal part of mankind, the lower animals. It is by
the grosset misunderstanding of the principles of liberty, that the
infliction of exemplary plmlahment on ruffianism practised towards
these defenceless creatures has been treated as a meddling by govern-
ment with thinmsbeyond its province ; an interference with domestic
lih. The domestic life of domestic tyrants is one of the things
which it is the most imperative on the law to intedere with ; and
it is to be regretted that metaphysical scruples respecting the
nature and source of the authority of government should induce
many warm supporters of laws ag_int_t cruelty to animals to seek
foz a justification of such laws in the incidental consequences of the
indulgence of ferocious habits to the interests of human beings,
rather than in the intrlnaie merits of the case iteelL What it would
be the duty of a hnraan being, possessed of the requisite physical
strength, to prevent by force if attempted in his presence, it cannot
be lees incumbent on wx_ety generally to repre_ The existing
laws ofEngland on the subject are chiefly defective in the _r;gln_
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ahncot nomlnAJ_ ma_mlrm, to which the penalty even in the
worst _ses is limit_

Among those members of the community whose freedom of
contract ought to be controlled by the |egislature for their own
protection, on account (it is said) of their dependent position, it is
frequently proposed to include women : and in the existing Factory
Acts 1 their labour, in common with that of young persons, has been
placed under peculiar restrictions. But the classing together, for
th_ and other purposes, of women and children, appears to me both
indefensible in principle and mischievous in practice. Children
below a certain age cannot judge or act for themselves; up to a
considerably greater age they are inevitably more or less disqualified
for doing so ; but women are as capable as men of appreciating and
managing their own concerns, and the only hindrance to their doing
so arises from the injustice of their present social position. When
the law makes everything which the wife acquires, the property of
the husband, while by compelling her to live with him it forces her
to submit to almost any amount of moral and even physical tyranny
which he may choose to indict, there is some ground for regarding
every act done by her as done under coercion : but it is the great
error of reformers and philanthropists in our time to nibble at the

consequences of unjust power, instead of redressing the injustice
itself. If women had as absolute a control as men have, over their
own persons and their own patrimony or acquisitions, there would
be no plea for limiting their hours of labouring for themselves, in
order that they might have time to labour for the husband, in what
is called, by the advocates of restriction, h/s home. Women
employed in factories are the only women in the labouring rank of
life whose position is not that of slaves and drudges; precisely
because they cannot easily be compelled to work and earn wages
in factories against their will. For improving the condition of
women, it should, on the contrary, be an object to give them the
readiest access to independent industrial employment, instead of
closing, either entirely or partially, that which is already open to
them. s

§ 10. A second exception to the doctrine that individuals are

the best judges of their own interest, is when an individual attempts

z [- _ ,, tines 7th eel (1871b Origimdly(1848) t "the reoent Factory
Act."]

• [See Appendix Klr_ _'he P_ A_J
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to decide irrevocably now what will bo be_ for hk interest st soml
future and distant time. The presumption in favour of individual
iudgment is only legitimate, where the judgment k grounded on
sepal, and especially on present, personal experience ; not where
it is formed antecedently to experience, and not suffered to be

reversed even after experience has condemued it. When persons
have bound themselves by a contract, not simply to do some one
thing, but to continue doing something for ever or for a prolonged
period, without any power of revoking the engagement, the pre-
sumption which their perseverance in that course of conduct would
otherwise raise in f_vour of its being advantageous to them, does
not exist; and any such presumption which can be grounded on
their having voluntarily entered into the contract, perhaps at an
early age, and without any real knowledge of what they undertook,
is commonly next to null. The practical maxim of leaving contracts
free is not applicable without great limitations in case of engagements
in perpetuity; and the law should be extremely jealous of such
engagements ; should refuse its sanction to them, when the oblige-
tions they impose are such as the contracting party cannot be a
competent judge of ; if it ever does-sanction them, it should take
every possible security for their being contracted with foresight
and deliber&tion ; and in compensation for not permitting the I_rties
themselves to revoke their engagement, should grant them a release
from it, on a suflleient case being made out before an impartial
authority. These considerations are eminently applicable to
marriage, the most imt_rtant of all case8 of engagement for life. 1

§ 11. The third exception which I shall notice, to the doctrine
that government cannot manage the affairs of individuals as well
a_ the individuals themselves, has reference to the great class of
cases in which the individuals can only manage the concern by
delegated agency, and in which the so-called private management
is, in point of fact, hardly better entitled to be called management
by the persons interested than administration by a public ot_cer.
Whatever, if left to spontaneous agency, can only be done by joint.
stock associations, will often be as well, and sometimes better done,

as far as the actual work is concerned, by the state. Government
m_nagement is,indeod, proverbially jobbing, careless, and ineffective,
but so likewise has generally been joint-stock managemevt. The

n [This last oentenoo added in 3rd ed. (1852)]
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directom of a joint-stockcompany, itistrue,are always share-

holders; but alsothe members of a government are invariably

taxpayem ; and in the easeof directors,no more than in that of

governments,is theirproportionalshare of the benefitsof good

management equalto the interestthey may possiblyhave in mis-

management, even withoutreckoningthe interestoftheirease. It
may beobjected,that theshareholders,intheircollectivecharacter,

exercise a certain control over the directors, and have almost always
full power to remove them from office. Practically, however, the
difficulty of exercising this power is found to be so great, that it is
hardly ever exercised except in cases of such flagrantly unskilful,
or, at least, unsuccessful management, as would generally produce
the ejection from office of managers appointed by the government.
Against the very ineffectual security afforded by meetings of share-
holders, and by their individual inspection and inquiries, may be
placed the greater publicity and more active discussion and comment,
to be expected in free countries with regard to affairs in which the
general government takes parL The defects, therefore, of govern-
ment management do not seem to be necessarily much greater, if
necessarily greater at all, than those of management by joint-stock.

The true reasons in favour of leaving to voluntary association_
all such things as they are competent to perform would exist in
equal strength if it were certain that the work itself would be as
well or better done by public officers. These reasons have been
already pointed out : the mischief of overloading the chief function-
aries of government with demands on their attention, and diverting
them from duties which they alone can discharge, to objects which
can be sufficiently well attained without them; the danger ot
unnecessarily swelling the direct power and indirect influence of
government, and multiplying occasions of collision between its
agents and private citizens ; and the inexpediency of concentrating
in a dominant bureaucracy all the skill and experience in the manage-
ment of large interests, and all the power of organized action,
existing in the community ; a practice which keeps the citizens in a
relation to the government like that of children to their guardians,
and is a main cause of the inferior capacity for political life which
has hitherto characterized the over-governed countries of the
Continent,whether with or without the forms of representative

government.*

* A Im_'aJlelease may be found in the distaste for polities, and abeenee ol
imblio spirit, by _hieh women, as t class, are eoharacterizedin the pressn_

2x
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But although, for these reasons, mint things which are likely to
be even tolerably dons by voluntary associations should, generally
S'[:_.E"ing,be _t to them; it does not follow that the manner in
which those associations perform their work should be ent_ely
uncontrolled by the government. There are many cases in which
the agency,ofwhatever nature,by which a serviceisperformed, is
certain, from the nature of the case, to be virtually single ; in which
a practical monopoly, with all the power it confers ot ta_ the
community, cannot be prevented from existin& I have already
more than once adverted to the case of the gas and water companies,
among which, though perfect freedom is allowed to competition, none
really takes place, and practically they are found to be even more
irresponaible, and unapproachable by individual complaints, than
the government. There are the expenses without the advantages of
plurality of agency ; and the charge made for services which cannot
be dispensed with, is, in substance, quite as much compulsory taxa-
tion as if imposed by law ; there are few householders who make any
distinction between their "water-rate " and their other local taxes.

In the case of these pszticulaz services, the reasons preponderate in
_svour of theb being performed, like the peving and _ o_ t_e

streets, not certainly by the general government of the state, but by
the municipal authorities of the town, and the expense defrayed,
as even now it h fact is, by a local rate. But in the many _._logous
cases which it is best to ream to voluntary agency, the community
needs some other security for the fit performance of the service
than the interest of the managers ; and it is the part of government,
either to subject the bus_uess to reasonable conditions for the general
advantage, or to retain such power over it that the profits of the
monopoly may at least be obtained for the public. This applies
to the case of a road, a canal, or a railway. These are always, in
a great degree, practical monopolies; and a government which
concedes such monopoly unreservedly to a private company does
much the same thing as if it allowed an individual or an assodation

state of aoclety, and which is often felt and complained of by political regormer_
without, in general, making them willing to recognise, or demrous to remove,
its cause. It obvioualy arku from their being taught, both by institutlonmand
by the whole of their education, to regard themselves u emtirely apart from
polities. Whm'e_r they have been politicians, they have shown M
intermt in the subjeot, and aagreat aptitude for it, ao0ording to the ipirit of
their tima, u the men with whom they were cotemporarlm : in that period of
history (for example) in which Is_boUa of CMtile stud Elizabeth of England
were, not rare exceptions, but merely brillimntexamplm of a spirit and capacity
vm7 lm'_oly diffum_ among womemof high station and eul_vation in Europa
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to levy any tax they chose, for their own benefit, on all the
malt produced in the country, or on all the cotton imported into it.
To make the concession for a limited time is generally justifiab]e_
on the principle which justifies patents for inventions : but the state
should either reserve to itself a reversionary property in such public
works, or should retain, and fredy exercise, the right of fixing a
maTimum of fares and charges, and, from time to time, varying that
maximum. It is perhaps necessary to remark, that the state may
be the proprietor of canak or railways without itself working them ;
and that they will almost always be better worked by means of a
company renting the railway or canal for a limited period from the
_ste.

§ 12. To a fourth case of exception I must request par_cular
attention, it being one to which, as it appears to me, the attention of
political economists has not yet been sufficiently drawn. There are
mattem in which the interference of law is required, not to overrule
the judgment of individuals respecting their own interest, but to
give effect to that judgment : they being unable to give effect to it
except by concert, which concert again cannot be effectual uuleu
it recdves validity and sanction from the law. For illustration, and
without Frejudging the particular point, I mayadvert tothe question
of dlmlnlahln_ the hours of laboKr. Let us suppose, what is at least
supposable, whether it be the fact or not--that a general reduction
of the hours of factory labour, say from ten to nine,1 would be for
the advantage of the workpeople : that they would receive as
wages, or nearly as high, for nine hours' labour as they receive for ten.
If this would be the result, and if the operatives generally are con-
vinced that it would, the limitation, some may say, will be adopted
spon_ncously. I answer, that it will not be adopted unless the body
of operatives bind themselves to one another to abide by it. A
workman who refused to work more than nine hours while there

were others who worked ten, would either not be employed at all, or
if employed, must submit to lose one-tenth of his wages. However
convinced, therefore, he may be that it is the interest of the class to
workshort time, it is contrary to his own interest to set the example,
unless he is well asaured that all or most others will follow it. But

_mpposea genera] agreement of the whole class : might not this be

x [Theoriginal" twelve to ten" (1848)waschangedto the presenttext_
,nd theoonsequentaJter_tionsmade in the rear of the paragraph,in the
5th e& (1862_]



effectual without the sanction of law t Not unless en/orced by
opinion with a rigour practically equal to that of law. For howeve_
beneficial the observance of the regulation might be to the clasa
collectively, the immediate interest of every individual would lie in
violating it: and the more numerous those who adhered to the
rule, the more would individuals gain by departing from it. H
nearly all restricted themselves to nine hours, those who chose to
work for ten would gain all the advantages of the restriction, together
with the profit of infringing it ; they would get ten hours' wages re-
nine hours' work, and an hour's wages besides. I grant that if a
large majority adhered to the nine hours, there would be no harm
done : the benefit would be, in the main, secured to the class, while
those individuals who preferred to work harder and earn more,
would have an opportunity of doing so. This certainly would be
the state of things to be wished for ; and assuming that a reduction
of hours without any diminution of wages could take place without
expelling the commodity from some of its markets--which is in
every particular instance a question of fact, not of principle--the
manner in which it would be most desirable that this effect should

be brought about, would be by a quiet change in the general _mtom
of the trade; short hours becoming_ by spontaneous choice, the
general practice, but those who chose to deviate from it having the
fullest liberty to do so. Probably, however, so many would prefex
the ten hours' work on the improved terms, that the limitation could
not be maintained as a general practice : what some did from choice,
others would soon be obliged to do from necessity, and those who had

chosen long hours for the sake of increased wages, would be forced
in the end to work long hours for no greater wages than before.
Assuming then that it really would be the interest of each to work
only nine hours if he could be assured that all others would do the
same, there might be no means of their attaining this object but by
converting their supposed mutual agreement into an engagement
under penalty, by consenting to have it enforced by law. I am not
expressing any opinion in favour of such an enactment, which has
never in this country been d_msnded, and which I certainly should

not, in present circnmatances, recommend :l but it serves to exemplify
the manner in which classes of persons may need the assistance of

[" Which has never . .. recommend" was added in the 5th ed.
(1862). A Nine Hours Movement made its appearanoe in the 70'e. The hours
of labour forwomen, young persons and ohildrenin textile f_etorim were reduced
to fi6_ per week by the Aet of 1874,and to _ by the Aet of 1901. A Miners'
l_ight Houri Aet was passed in 190&]
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law, to give effect to their deliberate collective opinion of their own
interest, by a_ording to every individual a guarantee that his
competitors will pursue the same course, without which he cannot
a_iely adopt it hlmRelf_

Another exemplification of the same principle is affordedby what
is known as the Wakefield system of colonization. This system is
grounded on the important principle, that the degree of productive-
hess of land and labour depends on their being in a due proportion
to one another; that if a few persons in a newly-settled country
attempt to occupy and appropriate a large district, or if each
labourer becomes too soon an occupier and cultivator of land,
there is a loss of productive power, and a great retardation of the
progrem of the colony in wealth and civilization : that neverthele_
the instinct (as it may almost be called) of appropriation, and the
feelings associated in old countries with landed proprietorship,
induce Almost every emigrant to take possession of as much land as
he has the means of acquiring, and every labourer to become at once
a proprietor, cultivating his own land with no other aid than that
of his family. If this prepenslty to the immediate possession of
land could be in some degree restrained, and each labourer induced
to work a certain number of years on hire before he became a landed
proprietor, a perpetual stock of hired labourers could bemaintained,
available for roads, canals, works of irrigation, &c.,and for the estab-
lishment and carrying on of the different branches of town industry ;
whereby the labourer, when he did at last become a landed proprietor,
would find his land much more valuable, through access to markets,
and facility of obtainin_ hired labour. Mr. Wakefield therefore
proposed to check the premature occupation of land, and dispersion
of the people, by putting upon all nnapprepriated lands a rather
high price, the proceeds of which were to be expended in conveying
emigrant labourers from the mother country.

This salutary provi_ion, however, has been objected to, in the
name and on the authority of what was represented as the great
principle of political economy, that individuals are the best judges
of their own interest. It was said, that when things are left to
themselves, land is appropriated and occupied by the spontaneous
choice of individuals, in the quantities and at the times most advan-
tageous to each person, and therdore to the community generally ;
and that to interpose artificial obstacles to their obtaining land is
to prevent them from adopting the course which in their own
iudgment is most beneficial to them, from a aalf-conceited notion
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of the le_slator, t_t he knows what k mcet for theh in_t bet_
than they do themselve_ Now this is a complete _unde_tandi_,
either of the system itself, or of the principle with which it is alleged
to conflict. The oversight is similar to that which we have just
seen exemplified on the subject of hours of labour. However bene-
ficial it might be to the colony in the aggregate, and to each individual
composing it, that no one should occupy more land than he can
properly cultivate, nor become a proprietor until there are othez
labourers ready to take his place in working for hire ; it can nev_
he the interest of an individual to exercise this forbearance, unless
he is assured that others will do so too. Surrounded by settJers who
have each their thousand acres, how is he benefited by restricting
himseH to fifty _ or what does a labourer gain by deferring the
acquisition altogether for a few years, if all other labourers rush to
convert their first earnings into estates in the wilderne_, several
miles apart from one another ! If they, by seizing on land, prevent
the formation of a class of labourers for wages, he will not, by poet_
poning the t_ne of his becoming a proprietor, he enabled to employ the
land with any_g_eater advantage when he does obtain it ; to what
end, therefore, should he place himself in what will appear to him and
others a position of inferiority, by remaining a hired labourer, when
all around him are proprietors ? It is the interest of each to do what
is good for all, but only ff others will do likewise.

The principle that each is the best judge of his own interest,
understood as these objectors understand it, would prove that
governments ought not to fulfil any of their acknowledged dutiss--
ought not, in fact, to exist at all. It is greatly the interest of the
community, collectively and individually, not to rob or defraud one
another: but there is not the less necessity for laws to punish
robbery and fraud ; because, though it is the interest of each that
nobody should rob or cheat, it is not any one's interest to refrain
fzom robbing and cheating others when all others are perndtted to
rob and cheat him. Penal laws exist at all, chiefly for this reason
bbecause even an unanimous opinion that a certain line of conduct
is for the generalinterest does not always make _t people's individual
interest to adhere to that line of conduct.

§ 13. Fifthly ; the argument agalnRt government interference_
grounded on the maim that individuals are the best judges of theiz
own interest, cannot apply to the very large class of cases, in which
throe acts of individuals with which the government elainm to int_-
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fete, are not done by thcee individuals for their own interest, but
for the interest of other people. This includes, among other thin_s,
the important and much agitated subject of public charity. Though
individuals should, in general, be left to do for themselves whatever
it can reasonably be expected that they should be capable of doing,
yet when they are at any rate not to be left to themselves, but to be
helped by other people, the question arises whether it is better that
they should receive this help exclusively from individuals, and
therefore uncertainly and casually, or by systematic arrangements,
in which society acts through its organ, the state.

This brings us to the subject of Poor Laws; a subject which
would be of very minor importance if the habits of all classes of the
people were temperate and prudent, and the diffusion of property
satisfactory; but of the greatest moment in a state of things 80
much the reverse of this, in both points, as that which the British
Islands present.

Apart from any metaphysical considerations respecting the
foundation of morals or of the social union, it will be admitted to be
right that human beings should help one another ; and the more so,
in proportion to the urgency of the need : and none needs help so
urgently as one who is starving. The claim to help, therefore,
created by destitution, is one of the strongest which can exist ; and
there is pr/md fade the amplest reason for making the relief of so
extreme an exigency as certain to those who require it as by any
arrangements of society it can be made.

On the other hand, in all eases of helping, there are two sets of
consequences to be considered ; the consequences of the assistance
itself, and the consequences of relying on the assistance. The former
are generally beneficial, but the latter, for the most part, injurious ;
so much so, in many cases, as greatly to outweigh the value of the
benefit. And this is never more likely to happen than in the very
cases where the need of help is the most intense. There are few
things for which it is more mischievous that people should rely on
the habitual aid of others, than for the means of subsistence, and
unhappily there is no lemon which they more easily learn. The
problem to be solved is therefore one of peculiar nicety ak well as
importance ; how to give the greatest amount of needful help, with
the smallest encouragement to undue reliance on it.

Energy and self-dependence are, however, liable to be impaired
by the absence of help, as well as by its excess. It is even more
fatal to exertion to have no hope of succeeding by it, than to be assured
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of succeeding without it. When the con_tion of any one is se
disastrous that his energies are paralyzed by discouragement,
assistance is a tonic, not a sedative : it braces instead of deadening
the active faculties : always provided that the assistance is not such
as to dispense with self-help, by substituting itself for the person's
own labour, skill, and prudence, but is limited to affording him a
better hope of attaining success by those legitimate meano. This
accordingly is a test to which all plans of philanthropy and benevo-
lence should be brought, whether intended for the benefit of
individuals or of classes, and whether conducted on the voluntary
or on the government principle.

In so far as the subject admits of any general doctrine or maxim,
it would appear to be this--that ffassistance is given in such a manner
that the condition of the person helped is as desirable as that of
the person who succeeds in doing the same thing without help, the
assistance, if capable of being previously calculated on, is mischiev-
ous : but if, while available to everybody, it leaves to every one a
strong motive to do without it if he can, it is then for the most part
beneficial. This principle, applied to a system of public charity,
is that of the Poor Law of 1834. If the condition of s person receiv-
ing relief is made as eligible as that of the labourer who supports
himself by his own exertions, the system strikes at the root of all
individual industry and self-government ; and, if fully acted up to,
would require as its supplement an organized system of compulsion
for governing and setting to work like cattle those who had been
removed from the influence of the motives that act on human being.
But if, consistently with gUSrant_A_g all persons sgsiust absolute
want, the condition of those who are support_t by leg_ charity
can be kept considerably less desirable than the condition of those
who find suppo_ for themselves, none but beneficial consequences
can arise from a/aw which renders it impossible for any pemon,
except by his own choice, to die from insufficiency of food. That in
England at least this supposition can be realized, is proved by the
experience of a long period preceding the close of the last century, as
well as by that of many highly pauperized districts in more recent
times, which have been dispauperized by adopting strict rules of
poor-law administration, to the great and permanent benefit of the
whole labouring class. There is probably no country in which, by
varying the means suitably to the charaoter of the people, a legal
provision for the destitute might not be made compatible with the
obeervance of the conditions necessary to its being innocuous.
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Subject to the_ conditions, I conceive it to be highly desirable
that the certainty of subsistence should be held out by law to the
destitute able-bodied, rather than that their relief should depend
on voluntary charity. In the first place, charity almost always
does too much or too little : it lavishes its bounty in one place, and
leaves people to starve in another. Secondly, since the state must
necessarily provide subsistence for the crimlna] poor while under-
going punishment, not to do the same for the poor who have not
offended is to give a premium on crime. And lastly, if the poor are
left to individual charity, a vast amount of mendicity is inevitable. 1
What the state may and should abandon to private charity, is the
task of distinguishing between one case of real necessity and another.
Private charity can give more to the more deserving. The state
must act by general rules. It cannot undertake to discriminate
between the deserving and the undeserving indigent. It owes no
more than subsistence to the flint, and can give no less to the last.
What is said about the injustice of a law which has no better treat-
ment/or the mere]y unfortunate poor than for the ili-conducted_

h founded on a misconception of the province of law and public
authority. The dispensers of public relief have no business to be
inquisitors. Guardians and overseers are not fit to be trusted to
give or withhold other people's money according to their verdict on
the morality of the person soliciting it; and it would show much
ignorance of the ways of mankind to suppose that such persons, even
in the almost impossible case of their being qualified, will take the
trouble of ascertaining and sifting the past conduct of a person in
distress, so as to form a rational judgment on it. Private charity
can make these distinctions; and in bestowing its own money, is
entitled to do so according to its own judgment. It should under-
stand that this is its peculiar and appropriate province, and that it is
commendable or the contrary, as it exercises the function with more
or leas discernment. But the administrators of a public fund ought
not to be required to do more for anybody, than that minimum
which is due even to the worst. If they are, the indulgence very
speedily becomes the rule, and rehxaal the more or le_ capricious or
tyrannical exception._

§ 14. Another olass of casee which fall within the same general

t [The remark in the original, "and to get rid of this is important, even
as a matter of justice," was omitted from the 3rdeel. (1852).]

[See Appendix LL T_ Poor Law.]
SiS
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principle as the case of public charity, are throe in which the acts
done by individuals, though intended solely for their own benefit,
involve consequences extending indefinitely beyond them, to interests
of the nation orof posterity, for which society in its collective capacity
is alone able, and alone bound, to provide. One of these cases is that
of Colonization. If it is desirable, as no one will deny it to be,
that the planting d colonies should be conducted, not with an
exclusive view to the private interests of the first founders, but with
s deliberate regard to the permanent welfare of the nations
wards to arise from these sinai] beginnings ; such regardcan only be
secured by placing the enterprise, from its commencement, under
regulations constructed with the foresight and eularged views of
philosophical legislators; and the government alone has powor
either to frame such regulations, or to enforce their observance.

The question of government intervention in the workof Coloniza-
tion involves the future and permanent interests d civi]i_tion itselt,
and far outstretches the comparatively narrow limits of purely
economical considerations. But even with a view to those con-

siderations alone, the removal of population from the overcrowded
to the unoccupied parts of the earth's surface is one of those works
of eminent social usefulness, which most require, and which at the
same time best repay, the intervention of government.

To appreciate the benefits of coloni__tion, it should beconsidered
in its relation, not to a single country, but to the collective economical
interests of the hnman race. The question is in general treated too
exchudveiy as one of distribution ; of relieving one labour market
and supplying another. It is this, but it is also a question of pro-
duction, and of the most et_cient employment of the productive
resources of the world. Much has been said of the good economy
of importing commodities from the place where they can be bought
cheapest ; while the good economy of producing them where they
can be produced cheapest is comparatively little thought oL H
to carry consumable goods from theplaceswhere they are superabun-
dant to those where they are scarce is a good pecuniary speculation,
is it not an equally good speculation to do the same thing with
regard to labour and instnunents ? The exportation of labourem
and capital from old to new countries, from a place where their
productive power is lees to a place where it is greater, increases by
so much the aggregate produce of the labour and capital of the world.
It add8 to the joint wealth of the old and the new country, what
smounts insshort period to _ny times the merecost oi effee_iugthe
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transport. There needs be no hesitation in affirming that Coloniza-
tion, in the present state of the world, is the best affair of business,
in which the capital of an old and wealthy country can engage.

It is equally obvious, however, that Colonization on a great scale
can be undertaken, as an affair of business, only by the government,
or by some combination of individuals in complete understanding
with the government ; except under such very peculiar circum-
stances as those which succeeded the Irish famine.1 Emigration on
the voluntary principle rarely has any material influence in lightening
the pressure of population in the old country, though as far as it goes
it is doubtless a benefit to the colony. Those labouring persons who
voluntarily emigrate are seldom the very poor; they are small
farmers with some little capital, or labourers who have saved
something, and who, in removing only their own labour from the
crowded labour-market, withdraw from the capital of the country
a fund which maintained and employed more labourers than them-
selves. Besides, this portion of the community is so limited in
number, that it might be removed entirely, without making any
sensible impression upon the numbers of the population, or even
upon the annual increase. Any considerable emigration of labour
is only practicable, when its cost is defrayed, or at least advanced,
by others than the emigrants themselves. Who then is to advance
it ? Naturally, it may be said, the capitalists of the colony, who
require the labour, and who intend to employ it. But to this there
is the obstacle, that a capitalist, after going to the expense of
carrying out labourers, has no security that he shall be the person
to derive any benefit from them. If all the capitalists of the colony
were to combine, and bear the expense by subscription, they would
still have no security that the labourers, when there, would continue
to work for them. After working for a short time and earning a few
pounds, they always, unless prevented by the government, squat
on unoccupied land, and work only for themselves. The experi-
ment has been repeatedly tried whether it was possible to enforce
contracts for labour, or the repayment of the passage money of
emigrants to those who advanced it, and the trouble and expense
have always exceeded the advantage. The only other resource is
the voluntary contributions of parishe_ or individuals, to rid them-
selves of mLrpluslabourers who are already, or who are likely to
become, locally chargeable on the pooz-rat_ Were this speculation

I [The exceptionwas added in the {;th ed. (1862). In the next line
*_emmethave" hadbeenchangedinto "rarelyhas" in the$rd (18fi2_]
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to become general, it might produce a sulBcient amount of emigration
to clear off the existing unemployed population, but not to raise the
wages of the employed : and the same thing would require to be
done over again in less than another generation.

One of the principal reasons why Colonization should be s
national undertaking is that in this manner alone, save in highly
exceptional cases, can emigration be self-supporting. The exporta-
tion of capital and labour to a new country being, as before observed,
one of the best of all affairsof business, it is absurd that it should not,
like other affairs of business, repay its own expenses. Of the great
addition which it makes to the produce of the world, there can be
no reason why a sufllcient portion should not be intercepted, and
employed in reimbursing the outlay incurred in effecting it. For
reasons already given, no individual, or body d individuals, can
reimburse themselves for the expense; the government, however,
can. It can take from the annual increase of wealth, caused by the
emigration, the fraction which suffices to repay with interest what the
emigration has cost. The expenses of emigration to a colony ought
to be borne by the colony; and this, in general, is only possible
when they are borne by the colonial government.

Of the modes in which a fund for the support of colonization can
be raised in the colony, none is comparable in advantage to that
which was first suggested, and so ably and perseveringly advocated,
by Mr. Wakefield : the plan of putting a price on all unoccupied
land and devoting the proceeds to emigration. The uniounded and
pedantic objections to thiR plan have been answered in a former
part of this chapter : we have now to speak o! its advantages. First,
it avoids the dit_culties and discontents incident to raising a large
annual amount by taxation ; a thing which it is almost useless to
attempt with a scattered population of settlers in the wilderness,
who, as experience proves, can seldom be compelled to pay direct
taxes, except at a cost exceeding their amount ; while in an infant
community indirect taxation soon reaches its limit. The sale of
lands is thus by far the easiest mode of raising the requisite funds.
But it has other and still greater recommendations. It is a bene-
ficial cheek upon the tendency of a population of colonists to adopt
the tastes and inclinations of savage life, and to disperse so widely
as to lose all the advantages of commerce, of markets, of separation
of employments, and combination of labour. By making it necessary
far those who emigrate at the expense of the fund to earn a con-
siderable sum before they can become landed proprietors, it keel_
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up a perpetual succession of labourers for hire, who in every country
are a most important auxiliary even to peasant proprietors: and
by diminishing the eagerness of agricultural speculators to add to
their domain, it keeps the settlers within reach of each other for

p_ of co-operation, arranges a numerous body of them within
easy distance of each centre of foreign commerce and non-agricul-
tural industry, and insures the formation and rapid growth of towns

and town products. This concentration, compared with the dis-
persion which uniformly occurs when unoccupied land can be had
for nothing, greatly accelerates the attainment of prosperity, and

enlarges the fund which may be drawn upon for further emigration.
Before the adoption of the Wakefield system, the early years
of all new colonies were full of hardship and difficulty : the last

colony founded on the old principle, the Swan River settlement,
being one of the most characteristic instances. In all subsequent
colonization, the Wakefield principle has been acted upon, though
imperfectly, I a part only of the proceeds of the sale of land being
devoted to emigration : yet wherever it has been introduced at all,
as in South Australia, Victoria, and New Zealand, the restraint put

upon the dispersion of the settlers, and the influx of capital caused
by the assurance of being able to obtain hired labour, has, in spite
of many difficulties and much mismanagement, produced a sudden-
heSS and rapidity of prosperity more like fable than reality.* g

The self-supporting system of colonization, once established,
would increase in efficiency every year; its effect would tend to
increase in geometrical progression: for since every abh-bodied
emigrant, until the country is fully peopled, adds in a very short
time to its wealth, over and above his own consumption, as much as

would defray the expense of bringing out another emigrant, it_follow_

I [,, The price of land being generatlyfixed too low and" omitted from 3rd
_I.(i_2).]

* [1857] The objections which have been made, with so much virulence, in
aome of these colonies, to the Wakefield system, apply, in so far aa they have
any validity, not to the principle, but to some provisions which are no part of
the system, and have been most unnecessarily and improperly engrafted on it ;
such as the offering only a limited quantity of land forsale, and that by auction,
and in Iota of not less than 640 acres, instead of selling all land which is asked
for, and allowing to the buyer unlimited freedom of choice, both as to quantity
and situation, at a fixed prloe.

= [From the 3rd ed. was omitted the following passage of the or_in_ (1848) :
"The oldest of the Wakefield colonies, South Australia, is scarcely ' (in 2nd
ed. (1849), "little more than ") "twelve years.old., Port Philip." (Victoria). ". ia
still more recent ; and they are probably at this moment the two places, m the
known world, where labour on the one hand, and capital on the other, are the
mo_ highly mzu_r_"]
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that the greater the number already sent, the g_ator number might
continue to be sent, each emigrant laying the foundation of a
succession of other emigrants at short intervak without fresh
expense, until the colony is filled up. It would therefore be worth
while, to the mother country, to accelerate the early stages of this
progression, by loans to the colonies for the purpose of emigration,
repayable from the fund formed by the sales of land. In thus
advancing the means of accomplishing a large _mmedlate emigration,
it would be investing that amount of capital in the mode, of all
others, most beneficial to the colony; and the labour and savings
of these emigrants would hasten the period at which a large sum
would be available from safes d land. It would be necessary, in
order not to overstock the labour market, to act in concert with the
persons disposed to remove their own capital to the colony. The
knowledge that a large amount of hired labour would be available,
in so productive a field of employment, would insure a large emigra-
tion of capital from a country, like England, of low profits and
rapid accumulation : and it would only be necessary not to send out
a greater number of labourers at one time than this capital could
absorb and employ at high wages.

Inasmuch as, on this system, any given amount d expenditur_
once incurred, would provide not merely a single emigration, but a
perpetually flowing stream of emigrants, which would increase in
breadth and depth as it flowed on; this mode of relieving over-
population has a recommendation, not possessed by any other plan
ever proposed for making head against the consequences of increase
without restraining the increase itself: there is an element of
indefiniteness in it; no one can pedectly foresea how far its
influence, as a vent for surplus population, might possibly _ach.
There is hence the strongest obligation on the government of a
country like our own, with a crowded population, and unoccupied
continents under its commsnd_ to build, as it were, and keep
open, in concert with the colonial governments, a bridge from
the mother country to those continents, by establiAMng the se_-
supporting system of colonization on such a scale, that as great an
amount of emigration as the colonies can at the time accommodate
may at all times be able to take place without cost to the emi_nts
themsolveL

1 The importaaco of these consideration_ _ _ the Brlti_

I [The referenee to Irkh emigration was added in the 3rd ed. (18_ mzi
cone]uded with this sentenee: "While the strum of this emig_tion eontinuw
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islands,has been oflateconsiderablydlmlni_hedby theunparalleled
amount of spontaneous emigration from Ireland ; an emigration
not solely of small farmers, but of the poorest class of agricultural
labourers, and which is at once voluntary and self-supporting, the
succession of emigrants being kept up by funds contributed from
the earnings of their relatives and eonnexious who had gone before.
To this has been added a large amount of voluntary emigration to
the seats of the gold discoveries, which has partly supplied the wants
of our most distant colonies, where, both for local and national
interests, it was most of all required. But the stream of both these
emigrations has already considerably slackened, and though that
from Ireland has sines partially revived, it is not certain that the
aid of government in a systematic form, and on the self-supporting
principle, will not again become necessary to keep the communication
open between the hands needing work in England, and the work
which needs hands elsewhere.

§ 15. The same principle which points out colonization, and
the relief of the indigent, as cases to which the principal objection
to government interference does not apply, extends also to a variety
of cases, in which important public services are to be performed,
while yet there is no individual specially interested in performing

them, nor would any adequate remuneration naturally or spon-
taneoualy attend their performance. Take for instance a voyage
of geographical or scientific exploration. The information sought
may be of great public value, yet no individual would derive any
benefit from it which would repay the expense of fitting out the

expedition ; and there is no mode of intercepting the benefit on its
way to those who profit by it, in order to levy a toll for the remunera-
tion of its authors. Such voyages are, or might be, undertaken
by private subscription ; but this is a rare and precarious resource.
Instances are more frequent in which the expense has been borne
by publie companies or philanthropic associations ; but in general
such enterprises have been conducted at the expense of government,
which is thus enabled to entrust them to the persons in its judgment

flowing, as broil and deep as at present, the principal office required from
government would be to direct a portion of it to quarters (such as Australia)
where, both forlocal and national interesta, it is most of all required, but which
it does not sufficiently roach in its ipontancous course." This was replaced in
the 4th od. (1857) by the reference t? emigration to the gold fields. The
slackening of the stresm was noticed m the 5th ed. (1862), and the partial
rsvivsl of Irish em/gmtion in the 6th ¢d. (1885).]
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best qualified for the tas_ Again, it is s proper office of govern-
ment to build and maintain lighthouses, establish buoys, &c., ter
the security of navigation : for since it is impossible that the ships
at sea which are benefited by a lighthouse should be made to pay a
toll on the occasion of its use, no one would build lighthouses from
motives of personal interest, unless indemnified and rewarded from
a compulsory levy made by the state_ There are many scientific
researches, of great value to a nation and to m_ntrlnd, requiring
assiduous devotion of time and labour, and not un_equentiy great
ex_nse, by persons who can obtain a high price for their services
in other ways. If the government had no power to grant indemnity
for expense, and remuneration for time and labour thus employed,
such researches could only be undertaken by the very few persons
who, with an independent fortune, unite technical knowledge,
laborious habits, and either great public spirit, or an ardent desire
of scientific celebrity.

Connected with this subject is the question of providing by meam
of endowments or salaries, for the maintenanceof what has been
called a learned class. The cultivation of speculative knowledge,
though one of the most useful of all employments, is a service
rendered to a community collectively, not individually, and one
consequently for which it is, pr/_ fades reasonable that the com-
munity collectively sh?nld pay; since it gives no claim on any
individual for a pecuniary remuneration; and unless a provision
is made for such services from some public fund, there is not only
no encouragement to them, but there is as much discouragement as
is implied in the impossibility of gaining a living by such pursuits,
and the necessity consequently imposed on most of those who would
be capable of them to employ the greatest part of their timein
gaining a subsistence. The evil, however, is greater in appearance
than in reality. The greatest things, it has been said, have generally
been done by those who had the least time at their disposal ; and
the occupation of some hours every day in a routine employment,
has often been found compatible with the most brilliant achieve-
ments in literature and philosophy. Yet there are investigations and
experiments which require not only a long but a continuous devotion
of time and attention : there are also occupations which so engross
and fatigue the mental faculties, as to be inconsistent with any
vigorous employment of them upon other wabject_ even in intp_xvais
of leisure. It is highly desirable, therefore, that there should be a
mode of insurin_ to the publie the services of ecientitle diw_ve_ers,
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and pezhaps of some other classea of savants, by affording them
the means of support consistently with devoting a sufficient portinn
of time to their peculiar pursuits. The fellowships of the Uni-
versities are an institution excellently adapted for such a purpose ;
but are hardly ever applied to it, being bestowed, at the best, as a
reward for past proficiency, in committing to memory what has
been done by others, and not as the salary of future labours in
the advancement of knowledge. In some countries, Academies oi
science, antiquities, history, &c., have been formed with emoluments
annexed. The most effectual plan, and at the same time least
liable to abuse, seems to be that of conferring Professorships, with
duties of instruction attached to them. The occupation of teaching
a branch of knowledge, at least in its higher departments, is a help
rather than an impediment to the systematic cultivation of the
subject itselL The duties of a professorship almost always leave
much time for original researches; and the greatest advances
which have been made in the various sciences, both moral and

physical, have originated with those who were public teachers of
them ; from Plato and Aristotle to the great names of the Scotch,
French, and German Universities. I do not mention the EngLish,
because until very lately their professorships have been, as is well
known, little more than nominal. In the case, too, of a lecturer

in a great institution of education, the public at large has the means
of judging, if not the quality of the teaching, at least the talents and
industry of the teacher ; and it is more difficult to misemploy the
power of appointment to such an office, than to job in pensions and
salaries to persons not so directly before the public eye.

It may be said generally, that anything which it is desirable
should be done for the general interests of mankind or of future
generations, or for the present interests of those members of the
community who require external aid, but which is not of a nature
to remunerate individuals or associations for undertaking it, is in

itself a suitable thing to be undertaken by government: thougu.
before making the work their own, governments ought always _o
consider if there be any rational probability of its being done on what
is called the voluntary principle, and if so, whether it is likely to be
done in a better or more effectual manner by government agency,
than by the zeal and liberality of individuala

§ 16. The preceding haads comprise, totbe best of my judgmen_,
the whole of the exceptions to the practical maxim, that the bu_uem
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of society can be best pertormed by private and voluntary agency.
It is, however, necessary to add, that the intervention of govern-
ment cannot always practically stop short at the limit which del_es
the cases intrinsically suitable for it. In the particular circum-
stances of a given age or nation, there is scarcely anythin_ really
important to the genera] interest, which it may not be desirable,
or even necessary, that the government should take upon itself,
not because private individuals cannot effectually perform it, but
because they will not. At some times and places there will be
no roads, docks, harbouJm, canals, works of irrigation, hcepita_
schools, colleges, printiug-presscs, unless the government establishes
them ; the public being either too poor to comr_nd the necessary
resources, or too little advanced in intelligence to appreciate the ends,
or not sufficiently practised in joint action to be capable of the
means. This is true, more or less, of all countries inured to despotism.
and particularly of those in which there is a very wide distance in
civilization between the people and the government: as in thou
which have been conquered and are retained in subjection by a
more energetic and more cultivated people. In many parts of the
world, the people can do nothin_ for themselves which requires
large means and combined action : all such t.hln_ are left undone,
unless done by the state. In these cases, the mode in which the
government can momt surely demonstrate the sincerity with which
it intends the greatest good of its subjects, is by doing the thin_
which are made incumbent on it by the helplessness of the public,
in such a manner as shall tend not to increase and perpetuate,
but to correct that helplessnes& A good government will give all
its aid in such a shape as to encourage and nurture any rudiments
it may find of a spirit of individual exertion. It will be assiduous
in removing obstacles and discouragements to voluntary enterpri_,
and in giving whatever facilities and whatever direction and guidance
may be necessary: its pecuniary means will be applied, when
practicable, in aid of private efforts rather than in supercesaion of
them, and it will call into play its machinery of rewards and honours
to elicit such efforta Government aid, when given merely in
default of private enterprise, should be so given as to be as far
as possible a course of education for the people in the art of
accomplishing great objects by individual energy and voluntary
co-ope_tion.

I have not thoug_ it necessary hem to imfist on that part of the
hmetions of government which all admit to be indispensable, the



L_[TS OF THE PROVINCE OF GOVERNMEI_T 979

function of prohibiting and pnniAhing such conduct on the part of
individua_ in the exercise of their freedom as is clearly injudons

to other persons, whether the case be one of force, fraud, or negligence.
Even in the best state which society has yet reached, it is lamentable
to thlnir how great a proportion of all the efforts and talents in the
world are employed in merely neutralizing one another. It is the

proper end of government to reduce this wretched waste to the
smallest posmble amount, by taking such measures as shall cause
the energies now spent by man]_ind in injuring one another, or in

protecting themselves against injury, to be turned to the legitimate
employment of the human faculties, that of compelling the powers
of nature to be more and more subservient to physical and moral
good._

! [_ Appendix M_. L/m/ts of _ 8pl_re of _]
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FoB the history of economic inve_gatlon and dilation since the publtc_tina
of Mill's Prizzi_ in 1848, the only general work to which reference can be
made in Englkh k Palgrave's Didionary of Political Ee_z_my (1894-1908),
which cont_m many useful articles under the headings of the variotm subject_
sin] authorL I_adem of French will obtain seine a_tance from B|ock,/_
Profr& de ta Science ]_conomiq_ dep#is Adam Smith (1890), representing the
strictest school of French orthodoxy, and h-ore Gide and PAst, Histoire de8
Doctrines _¢onomiq_ (1909), written from & more modern point of view.
Readers of Germa_ will naturally refer to @onrad's Handw_rb_buch def
8bm_sw/utm_Ytafte_ c.f which the third and enlarged edition is now being
imued; and they _ find a number of valuable reviews of the course of
di_mmion of the several main topics in the series of monographs brought
together under the title D/e Kntwiclduz_ der deuZsdte_t Fo_irthschaflde_
/m mm_ Ja_/mnde_ (1908).

t--Tram Mm_c_.rt_ 8_m _ e)

Mill's account is bMed on that of Adam Smith, Wea/_ of _VatJo_, bk. iv.
ell L Much investigation hem subsequently t_ken pl_oe into mercant'dist
literature and policy, seine resulte of which may be seen in Roscher, _r3t/cMe
der Natiomd-Oe_nomik in Deutschland (1874), § 57, closely followed (with u
Pmitiviet colouring) by Ingrain, H/_Try o/ Po/_/_/ Ec_w*ny (1888); in
Sehmoller, The Merva_ile 8y#tem aT_di_ Hi$lorieed Bie_iflm_we (1884 ; .Eng.
tnm_ 1896), and Orundr/** do, A_eme/z_ V__re (1900), L
§ 39 (in French trans., Prin_ipes d'Rconomie Politique (1905-1908), L _ 39);
in Cunnlngham, Grough of English Industry and Commerce, voL il pt. L,
The Mercantile Eystem (1903); and in Unwin, Ind_trial Organisation iyt the
Bizteen_ and 8evea_ent_ Centtzrlce (1904). One of the most significant of
English mercantilist writings, Mun's England's Trmsure by Forralt_ Tr_._
(1664), hue been recently republished (1895).

B.--T_ Dz_zrrxoz o_ W_ (_ _)

Mill's definition has been erit_fi_xl, from very different point_ of view, by
Jevons, Principles of Er_ni_s (posthumously publish e_. 1905), p. 14; .Nichol-
ion, Principles of Political _conomy, L (1893), Introduetic_ ; and Ruskin, Unto
fft/s La_ (1862), Preface, and Mmtem Pu/_er/s (1863), Preface. For a recent
elazsifieation of "desirable things," see Mar_ha!!, ..Pr/z_'/_l_s_.of ___ccmom/_
(1890; 6th ed. 1907), bk. ii. oh. _. Sidgwick, Prt_t_ce of P_.i¢_ _;_oz_Tmy
(1883), bk. L oh. ii., pointa out that, though in England" Wealth " has eommomy
been regarded as the most fund&meut&l ooneeption in Political Economy. it
has aim3 been oommonly held that it should be defined by the characteristic d
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pos_s_" V.Ju_" soth_ it would_em morel_l "to beginby _ttemp_ng
to get s preoise ooneeption of this characteristic. ' For difficulties a_t_hln_
to "Rieheese," as the Freuoh equivalent of "Wealth," see Gide, Uoura
d'meonom/e Po//t/_me (1909), p. 47. [By the earlier French economio writers,
however, the term was used in the plural, as in Turgot's _ _/a
Format/on e_/a D/ab-/b_/o_ dea R/c_se_ (1770 : trans, by Ashley, 1898).]

The German language possesses no one inclusive term like" Wes]th "; m_d
German eeonomists have long been _customed to begin with the definition of
"goods" (Ggz/er) and, in consequence, of "& good" (_u/)--enjoying, in the
use of the latter term, _n advsnta_e not available in current English speech.
For ch_seteristic examples reference m_y be made to Wagner,/._trbudt der
Pd_ Odconom/e, _nd/ag_ (3rd ed. 1892_ I, bk. ii. oh. i. ; or Conrad,
Orundrlsa zum ESudium der Poli_isc)_ Oe.bTm_ie (6th ed. 1907), § 6. The
phrases "goods," "economic goods, .... aa eeonomio good," and so on, lmve
of late yes_ m_de their way into English and still more late Ameriesn economic
writings; see, for inste.noe, Marshall (as above), and (_rk, Esee_/a/a oJ
_eonom/c _Tteory (1907), eh. 2 ; and eL Pis_son, Pr/_D/es of gco_/_ (Tin&
treas. 1902_ pt_ L ell L

_--_ TY_s oi Bocxm_r(p. 20)

Mill's brief sketch of the general eeonomio development of humeadty is a
m_mterly one. But since his time there has been a vast e,mount of work done,
especially in Germany, in the field of economio history. The best introduction
to the subject is now Schmoller's (Trundr/_, bk_ ii. (occupying the second volume
of the French trans., Pv/_'/pes). A very suggestive treatment of cert_z
aspects of the subject is presented in & brief compass in Bilobed, _fe/t_g der
Volk.swirOu_hafl (Eng. _ under the title Indu_2 _m/u6on, N. Y. 1_1) ;
which reeeives some necessary eorreetion and is supplemented in important
respeots by Meyer, Die wirt_haftli_ _nttoicl_,ts_7 des Allertlmms, Vortra&
1895, sad Die _I:la_rei im Alte_um, Vortrag, 1898 ; and by v. Below, Uber
_"heor/e_ Jet w/_ft//che_ _/duz_ d_ g_r, in H_ _e/uehr/J_,
Ixx_vL (N. F.I.). The beet genera] work in English is Cunningham'a Wezk_n
U/m_/m_/o_ in /t_ Econom/c A_pe_ ; Anm_z_ Timem (1898), Mediamzl and
Mo&_ T/,_ (1900). Seaman, Pr/n_/_ o$g_msom_ (190_),partiL bk_
iL and ill., brings "_together ,_ great many insta_tive aperfu_ _n a _hort
compltss,

D.--P_ODU_Xv_ S_rD US_ODV_mV_ L_ov_ (p. b_)

The dist_ction was t_ken from Adam Smith, Wea/t_ o/_V_t/o_, bk. iL el_
3, who derived the words themselves from the French Physiocrats, though he
used them in a different _m_ It h_ been criticised by Jevons, Pr/_p/es,
oh. xviii., and (kanan, His_ of tl_ _'_ qf Produc_io_ _ D_
(1893), oh. i. § 7 ; _nd it is now but little used. CY. Marshall, bk. ii. ch. 3.

E.--T_a D_o_ or C_P_r_ (p. 62)

A good in, eduction to the large contentious literature on this subject is
S0hmoller, G_dr/sa, ft. § 182 ¢ (in the French trans. P_0e_, iii. pp. 409 aeq. ) ;
which makes use of the mteri_ collected in BShm-B_werk, _'he Poslti_e T_
ej'Oav_a_Ohg, tram. 1891), bk. i. oh._. _W_gner,__§ 129,1_
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_P_nG._deOut, the conception of capital is twofold--econ_mfical and historlcal
Ooura, bk. I. eh. 3); the l_tter aspsot was emphasised by T_q_,!!e in

mstory oz rme ooncep_on win _ touna m Marshall, L Apt_ E, and in
Taussig, Wa_s and Ca_v_a/(N. Y. 1896), eh. 2_ Clark, D/_r/b_/on of Wea/_
(1902_ eh. 9, _ between "Capital" and "'Capital Goodm" Fisher,
The Nature of Oapital wad income (1906), defines Capital as "a stock of wealth
mdsting at a moment of time,"_whieh would seem to identify Capitad with
Wealth generally; while Gibson, Human Economic_ (1909), definesCapital
from the business point of view as "everything in which an individual or
group has a legal estatte and for which there is a buyer's vsluatiom"

F.--FmroxM_m_L PRovosmoss oN CAvx_a.r_ (p. 90)

For deetrnotive criticism of these propositions see Jevons, Pr/m_des, oh.
xxiv. ; Sidgwick, Prine/p/_, bk. i. ch. 5, note ; and Nicboleon, Principles, L
pp. 98 seq. The first and fourth of them, as stated by Min_ are oniy other aspects
of hie Wa_. Fund doctrine, and, _eoording to Marshall, Pr/ndq_, L App. J,

exprm ms meaning badly."

G.--DIvmxos Am) COU_rSATXOS OF LA_OUS (p. 131)

Tide cabjeot, when further examined, widens out into the two far larger
pios of economio differentistlon and eo-otmmtion, which axe theanselves to a
.ge ex_.t_ but different aspects of the same proems. In this sense it is

osophi, caUy treated with a great command of the results of recent inveeti.
g_tions, m Sob.moiler, O_ndriaa, L §§ 113 ,_]. (in Ft. trm_ Principss, ii. pp.
248 ._.).

H.--L_me xlcv SUAT.r. Fxam_o (p. 154)

On this problem, eo far as Englsnd is concerned, it has to be remembered :
(1) that the substitution of large for smsll farming in the eighteenth end early
nineteenth centuries was closely aesoeiated with the movement for the en-
closure of the "open" or intermixed fields ; see hereon, Sla_or, The English
P_ and the _Tw£cmu_eof Common F/rids (1907), and Hasbaeh, A History
of the English Agricultural Labourer (Eng. trana 1908); and (2) that the
,_e_fion of affairs tma been greatly affected since Mill wrote by the shock to

farming "caused by the influx of cheap American grain in the eightie3 :
hereon aeo Levy, Entstehu_ snd Rick_ang des /,_/w/r_/_aft//d_n G_ro_.
be_r/eb_ in gnflomd (1904). Mstorisls for an opinio_ on the economic prospects
of small farming in England are to be found in Law_ and Gilbert, A_2oCment_
and 8mall Holdings, in Journal of the Royal Ag_. Bo_, voL iii. 3rd series (1892) :
in the Re-port of a Departmental Committee on 8nu_ Holdings (1906); and
in Jebb, The 8mall Holdings of gngland (1907). They are evidently bound up to
some exteet with the _ts of agricultural oo-operation (in the purchase of
fertilisers, the _ Of produce, &o.)_ of which an aeoo_ant is giveninPratt, The
Ot_ni_ation of A_ (1905),and in the publlcations of the Agricultural
Organisation Society. A general comparison of Large and 8maH Farm/ng
following, oriticidng, and npplemmting that of Mill is presented by Niehokon,
P_, i. (1893) bk. L oh. a
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L--Po_u_ol [l_ 162)

In the writings of no contemporary economist, in Groat Britain or _bromt,
does the idea that population is constantly tending to press upon tim
means of subsistence occupy the same conspicuous and prinmry place as it
does with Mill. The treatment of the subject by Marshall, P_nci_, bk. iv.
chs. 4, 13, and bk. vL ch. 13, is characteristic of the general present attitude.
Attention is coming to be directed more and more to those defects in the
present industrial organisation which create a body of permanently undo.
employed as well as temporarily unemployed, even where the growth of popu-
lation is evidently not outstripping the means of employment: hereon see
Beveridge, U_p/oyme_ (1909), 1_ 6 and passim. The understanding of the
exact teaching of Malthus, and of the differences between the first edition of
the Essay (1798) and the second (1803), has been facilitated by the publication
of ParaUd Chapters from the Fira and 8¢r_n_l Edi_ion_ of an Easa_l on the
_ri_#_ of Po_o,, 0895).

J.---THz LAw oF _o Rrruz_ (p. 188)

Careful restatements in general accord with Mill's teaching are to be found
in Mar_hMI, Principlss, L bk. iv. oh. 3 ; and Nicholson, Principles, bk. i. oh. 10.
For the results of the Rothamstod experiments, showing that " beyond a
certain point the increase of crop is not in proportion to the inerease in the
amount of manure applied," see L_wes, Is Higher Farming a Remedy for
Lower Pr/cez ? Lecture (1879) ; and Hall, The Book of the Ro_ Ezperime_
(1905). The extent to which the formula of dimlnlshing returns covers the facto of
s_rieultural development is discussed by Schmoller, Grundr/_, fi:§ 233 (prin.
¢/1_, iv. pp. 427 8eq.). But while Mill and the older theoretic writers dis.
tinguished between the Law of diminishing return in agrioulture and the fact
(by some called the law) of increasing return in manufacture (eL Ma_ba]l_
Principles, bk. iv. ch. 13, § 2), and writers of the historical school tend to mini.
mise the effect of the law of diminishing return even in agriculture, some more
recent thecrotie writers go in the other direction and declare that the law ¢d
diminishing return is universal and applies to production of all kinda For
the sense in which they use such language, see C_rk, D/_r//na/m; ojf Wea/t/t.
p. 208, and Seligmun, Principles, § 88.

Mill's t_count in the Preface to the 3rd edition of the nature of the altera-

tions there made, scarcely give an adequate impression of the change of tone
on his part between 1848 and 1852. The total impression produced by the
argument of 1848 is that "Socialism " was probably undimirable and imprac-
ticable. Thus the difficulty of apportioning labour among the members of the
community, which was met in 1852 by an expression of the hope that "bureau
intelligence would not be inadoqmbto" to deal with it, had called forth in 1848
the following remarks :

" In the existing system of industry these things do adjust themselves
with some, though but a distant, approach to fairness. If one kind el
work is harder or more disagreeable than another, or requires a longer
practice, it is bettor paid, simply because there are fewer competitors for
it ; and an individual generally finds that he can earn most by doing the
thing whioh he is fittest for. I admit that tide self-adjnsting machinery
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does not touch some of the grossest of the existing inequalities of remuuera.
tion, and in ._partieular the unjust advantage possessed by almost the
oommonest mental over almost the hardest and most d_greeable bodily
labour. Employments which require any kind of technical education,
however simple, lmve hitherto been the subject of a real monopoly as
_ust the mass. But as popular instruction advances, this monopoly is
already becoming less complete, and every increase of prudence and foresight
among the people encroaches upon it more and more."

_nd the argument concluded thus :
"I Lelieve that the condition of the operatives in a well-regulated manu.

factory, with a greatreductionof the hoursof labourand a considerable
varietyofthekindofit,isverylikewhat theconditionof allwould be in a
Socialistcommunity. I believethatthe maioritywould not exertthem.
selvesforany thingbeyond this,and thatunlesstheydid,nobodyelsewould;
and thaton thisbasishuman lifewouldsettleitselfintooneinvariableround.
But to maintain even this state, the limitation of the propa_ative powers
of the community must be us much a matter of public regulation as every-
thlng ekm ; since under the supposed arrangements prudential restraint
would no longerexist. Now, ifwe supposean equaldegreeof regulation
totakeplaceunderthepresentsystem,eithercompulsorily,or,what would
be so much preferable,voluntarily; a conditionat leastequaltowhat the
_-ialistsystem olierstoallwould f_lltothe lotofthe leastfortunate,by
the mere actionof the competitiveprinciple.Whatever of pecuniary
me_us or freedom of actionany one obtainedbeyond this,would be so
mneh to be counted in favour of the competitive system."

It is true that, in the next section, he went on to say :
"These arguments, to my mind conclusive against Communism, are

not applicable to St_ Simonism . . . St. Simonism does not contemplate
an equal but an unequal, division of the produce."

But he judged the assumption on which it rested " almost too chimerical
to be reasoned against" ; and began the next section thus :

"There has never been imagined any mode of distributing the produce
of industry, so well adapted to the requirements of human nature on the
whole, as that of letting the share of each individual (not in a state of bodily
or mental inoape_ity) depend in the main on that individual's own euergivs
and exertions, and on such furtherance as may be obtained from the volun-
tary good otrmas of others. It is not the subversion of the system of
individual property that should be aimed at, but the improvement of it."

In the 3rd edition, it should be noted, the treatment of the subject is affected
not only by a modificationofpersonalopinion,but Mso by theinsertion,which
had taken place in the 2nd edition, of the account of Fourierlsn_

In 1869 Mill formed the design of writing a book on Socialism ; and dte_
ais dcath the first rough drafts of the work were published by his step-daughter,
Miss Helen Taylor, in the For_ictdly Review for February, March, and April
1879. These articles indicate a reversion on Mill's part to an attitude re-
sembling more closely perhaps his state of mind in 1848 than that in 1852.
1_ must be remembered that his criticisms bore primarily upon the Socialist
literature of his own time (1869). His treatment of the subject was so carefully
balanecd that there is a _ risk of giving an unfair impression of the
general effect of the argument by the selection of a few passages. The follow.
ing lmasage_ taken in conjunction with the chapters in the Pr/nd_s, will,
however, indicate with su_cient clearness his general point of view.

After an Introduction on the importance of the subject, Mill begins by
setting forthat length the Socialmt objections to the present order of society,
Lnd by recog'vi_n_ the large element of truth in thev_

" But the strongest e_ee is susceptible of exaggeration ! and it willhave
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been evident to many readers, even from the lmssages I have quoted, that
such exagge_tion is not wa_ting in the represen_ of the ablest and
most candid Soci_ Though much of the/r allegations is unanswea_tble,
not a littie is the result of errors in political economy ; by which, let me say
once for all, I do not mean the rejection of any practical rules of policy
which have been laid down by political economists : I mean ignonmce of
economio facts, and of the causes by which the economic piumomons of
society as it is, are actually determined.

"In the first place, it is unhappily true tlmt the wages of ordinary l_hour
in all the countries of Europe are wretchedly insuff_ent to supply the
physical and moral necessities of the populatioh in any tolerable measur_
But when it is further alleged that even this insufllcient remuneration has
a tendency to diminish ; that there is, in the words of M. louis Bl_no, une
ba/_e _z_iz_ dez _z/re_ ; the assertion is in opposition to all uceurs_
information, and to many notorious facts. It has yet to be proved that
there is any country in the civilised world where the ordina_ wages of
labour, estimated either in money or in articles of consmnption, are dechm'""rig;
while in many they are, on the whole, on the inere_e; and an increase
which is becoming not slower, but more rapid."

The following pass_e supplements the chapter in the Pr/,tclp/_ on the
theory of Profit :

"Another point on which there is much misap_on on the imrt of
Socislists, as well as of Tradee Unionists and other pa_sa_ of Labour
against .Cspitsl, rclatm to the iwoportlons in which the prod.uce of the
country m really shared, and the amount of what te actually diverted from
those who produce it, to enrich other persomk . . . With respect to capital

employed in businees, there .isin the popular n.oeions s .great deal of illusion.
When, for instance, a ceplt_hst mvmta £20,000 m his bumnem and draws from
it an income of suppose £2000 _ year, the common impression is as ff he
was the beneficial owner both of the £20,000 and the £2000, while the l_houre_
own nothing but their wage_ The truth, however, is that he ouly obtains
the two thousand pounds on condition of applying no part of the £20,000
to his own uce_ He has the legal control over it, and might sqmmder it if
he chose, but if he did he would not have the £2000 a year alec_ As long
as he derives an income from his capital he has not the option of with-
holding it from the use of others. As much of his invested capital as
oonslsts of bui]dlnws, ma_hlnery and other instruments of _lZ_luction, is
applied to p_duction and is not _ppllcable to the support or enjoyment of
any ona What is so applicable (including what is laid out in keeping up
or renewing the buildings and instruments) is paid away to labeurea_,
forming their remuneration and their share in the division of the produce.
For all personal purposes they have the capital and he hae but the profits,
which it only yields to him on condition that the capital itself is employed
in sat_ying, not his own wants, but those of l_hourers. The proportion
which the profits of capital usually bear to the capital itself (or rather to
the circulating portion of it) is the ratio which the caplt_ist'e share of the
produce bears to the aggregate she_e of the labourers. Even as his own
share a small part only belongs to him as the owner of capital. The portion
of the produce which falls to capital merely as capital m measured by the
inferrer of money, since that is all that the owner of capital obtains when
he contributes nottilng to production except the capital itself. Now the
interest of capital in the public funds, which are considered to be the beet
security, is at the present prioes (which have not varied much for many
years) shout three and one-third per cent. Even in this invmtment there
is eome little rkk--risk of repudiation, risk of being obliged to sell out at •
low price in some commercial crisk.

aFdfl_ing these risks 8t one-third per vent,, the remaining three p¢_
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m_y be ¢gmsidered as the remune_tion of capital, almrt from inmmmce
ic_ On the security of a mortgage four per cont. is gemmdly

obtained, but in this transaction there are considerably grater rialto--the
uncerte_ty of titles to land under our bad system of law ; the ehamm ot
lmving to realise the security st & grit ccet in law ehargm ; _md liability
to delay in the receipt of the interest, even when the principal is safe.
When mere money independently of exertion yields a isxger income_ ms it
sometimes doe_ for example, by shares in railway or other eoml_ the
surplus is hardly ever an equivalent for the risk of losing the whole, or part,
of the c_pital by mismanagement, as in the case of the Brighton Railway,
the dividend of which, _iter having been six per cent. per annum, sunk tc
from nothing to one and one-half per cent., and shares which had been
bought at 120 could not be sold for more than 43 .... Of the profits,
therefore, which a m_nufacturer or other person in business o_ from
his capital no more than about three per cent. can be set down to the
uspit_l itself. H he were able and willing to give up the whole of _t_ to
his labourers, who alresAy share among them the whole of his capit_l as it
k annually reproduced from year to year, the addition to their weekly

would be inconsiderabl_ Of what he obtalnR beyond three per cent.
a great part is insurance agsiust the manifold losses he is exposed to, and
c_mnot safely be applied to his own use, but requires to be kept in reserve
to cover those losses when they occur. The remainder is properly the
remuneration of his skill and industrymtbe wages of his labour of super*
intendence. No doubt if he is very succesdul in busine_ these wages of
his are extremely liberal, and quite out of proportion to what the same
a_ll _d industry would command if offered for hire. But on the other
hand he runs s worse risk than tlmt of being out of employment • that of
doing the work without earning anything by it, of having the labour and
Luxiety without the wageL I do not say that the drawbacks balance the
privileges, or that he derives no advantage from the I_fition that m_kes
him a capitalist and employer of labour, instead of a skilled superintendent
letting out his service to others ; but the amount of his advantage must not
be estimated by the grcat prizes alone. H we subtract from the gains of
some the ]esaes of others and deduct from the balance a fair compensation
for the anxiety, skill and labour of both, grounded on the market price of
_dlled sulZ_rintendence, what remaina will be, no doubt, considerable, but
yet, when comlmxed to the entire capital of the country, _mnually reproduced
and dispensed in wages, it is very much smaller than it sFpeam to the
Dopular imagination ; and were the whole of it added to the share of the
_i_ourors it would make a lem addition to their share than would be made

by any important invention in machinery, or by the suppression of un.
nec.._try distributers and other ' parasites of industry.' . , .

"It seemed desirable to begin the discussion of the Socialist question by
these remarks in abatement of Socialist exaggerations, in order that the
true issues between Socialism and the existing irt_te of society might be
oon_ctly conceived. The present system is not, us many Socialists.believe,
hurrying us into a state of general indigence and slavery irom which omy
Sooi_dism mm save us. The evils and injust/oes suffered under the present
system are great, but they are not increasing ; on the contrary, the gener_
tendency k toward their slow diminution."

Mill then olmus his statement of the objcotious to Socialism with the following
ohumfle_tion, which illustrates the extent to which Soeialkt propafjm_ ham

ire character _e 1869 :
"Among those who eall themselves Sooialists, two kinds of persons may

he distinguished. There am, in the first place, those whose plans for a new
wrier of susiety--in which _ property and individual compet,i_on
are to be superseded and other motives to action substitu_ on tee
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scale of a vill_ oommunity or township, and wou]d be applied to sn ent.ire
country by the mnitiplication of such self-acting units ; of this ohsractor
m the systems of Owen and Fourier, and the more thoughtful and ph/lo-
sophie Socialists generally. The other class, who are more s product of
the continent than of Great Britain and may be called the revolutionary
Socialists, propose to themselves a much bolder stroke. Their scheme is
the management of the whole lyroduotive resonrccs of the country by one
central authority, the genend government."

Remarking that :
" the poouli_ritles, however, of the revolutionary form of Socialism win be
most conveniently examined after the oousideratious oommon to beth the
forms have been duly weighed,"

he begins by pointing out that •
" the distractive feature of SocieXism is not that all things are in common,
but that production is only earried on upon the common account, and that
the instruments of production are held as common property."

bceordiugly :
"The question to be considered is, whether this joint management is

likely to be as efficient and successful as the managements of private industry
by private eapit_L And this question has to be considered in a doubk
aspect : the eHcienoy of the directing mind, or minds, and that of the
simple workpeople."

He discusses this, first in relation to the form of Socialism which he calls
"simple communism, i.e. equal division of the produce among all the
sharers, or, according to M. Louis Blane's still higher standard of justice,
apportionment of it aceording to difference of need, but without mal_ing say
difference o| reward aceordlng to the nature of the duty nor aceordlng to
the supposed merits or services of the individual,"

with the conclusion that its success would depend upon a moral education for
which mantrim:l could only be effectually trained by communistio association :

" It is for Communism, then, to prove, by praotieal experiment, it_
power of giving this training. Experiments alone can show whether there
is as yet in say portion of the population s suff_iently high level of moral
cultivation to make Communism succeed, and to give the next generation
among themselves the education neeessaxy to keep up that high level
permauentiy. If Communist a_ociatious show that they mm be durable
and prosperous, they will multiply, and will probably be adopted by
successive portions of the population of the more advanced countries as
they become morally fitted for that mode of life."

And, going on then to "those other forms of Social/sin which rceognise the
difficulties of Communism and contrive meaus to surmount them," of which the
principal was Fourierism, he gives reasons for the opinion that, for them, "'practi.
eal trisi " is no less neoessaxy. He then goes on to the other main division •

"The various schemes for managing the productive recourees of the
country by public instead of private agency . . . are at presen_t workable
only by the _.lite of mankind, sad have yet to prove their power of tralnln_
mankind at large to the state of improvement which they presuppose.
Far more, of course, may this be said of the moreambitions plan which sims
at t_king possession of the whole land sad o_pital of the country, and
beginning at once to administer it on the public account. Alert from si]
consideration of injustice to the present possessors, the very idea of con-
ducting the whole industry of a country by direction from a single centre
is so obviously chimeric&! that nobody ventures to propose any mode in
which it should be done."

Mill's argument with regard to the second or "revolutlom_ "' type of
Socialism is acoordingly based upon the _ty of " the problem of msnag_
mont." And his R_l conelusion is thus expressed
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"The preceding eonsklerations appear suffmient to show that an
tmtire renovation of the social fabric, such as is contemplated by Socialism,
establishing the economio oonstitution of society upon sn entirely new

other than that of private property and competition, however valu-
able as an ide_l, and even as a prophecy of ultimate possibilities, is not
available Ls a present resouroe, since it requires from those who are
to carry on the new order of things qualities both moral and intellectual,
which require to be tested in all, and to be created in most ; and this cannot
be done by an Act of Parliament, but must be, on the most favourable
supl .x_,._tion, a work of considerable time. For a long period to come the
principle of individual property will be in possession of the field ; and
even if in any oountry a popular movement were to place Socialists at the
head of a revolutionary government, in however many ways they may
violate private property the institution itself would survive, and would
either be accepted by them or brought back by their expulsion, for the plain
reason that people will not lose their hold of what is at present their sole
reliance for subsistence and security until a substitute for it has been got
into working order. Even those, if any, who have shared among themselves
what was the property of others would desire to keep what they had
acquired, and to give back to property in the new hands the sazrednem
which they had not recognised in the old.

"But though, for these reasons, individual property has pr_umably a
long term before it. if only of provisional existence, we are n_t, therefore,
to conclude that it must exist during that whole term unmodified, or,that Ill
the rights now rege_led as appertaining to proper_y belong to it inhtrently,
and must endure while it endures. On the contrary, it is both the duty
and the interest of those who derive the most direot benefit from the laws
of property to give impartial consideration to all proposals for rendering
those laws in any way less onerous to the majority ....

" One of the mistakes oftenest _omm/tted, and which are the source 01
the greatest practical errors in human affairs, is that of supposing that the
same name always stands for the same aggregation of ideas. No w_rd
has been the subject of more of this klnd of miauuderltav_lin_ thou he
word property. It denotes, in every state of society the l%rg,t power of
exclusive use or exeluaive control over things (and sometimes, _L[ortunately,
over persons) which the law accords, or which _uitom in that stat_ of society
recognises ; but these powers o_.exclusive use and centred are very various
and differ greatly in different oonntries and in different states of society "

&nd, after some historical illustrations of this proposition, he concludes :
"When, therefore, it is maintain._d, rightly or wrongly, that soma change

or modification in the powers exercised over things by the persons legally
recognised as their proprietors would be beneficial to the public and conducive
to the general improvement, it ia no good answer to this merely to say
that the supposed change conflicts with the idea of property. The idea of

erty is not some one thing identical throughout history and inoapableof
teration, but is variable like all other creations of the human mind ; at

any given time it is a brief expression denoting the rights over things
conferred by the law or custom of some given society at that time ; but
neither on this point nor on any other has the law _nd custom of a given time
and place a slaim to be stereotyped for ever. A proposed reform in laws
or cumtoms is not necessarily objectionable because its adoption would
imply, not the adaptation of _il human affairs to the existing idea of pro-
perty, but the adaptation of the existing ideas of property to the growth
and improvement of human ai_ffiirs. This is said without prejudice to the
®quitable claim of proprietors to be oompensstod by the state for suoh
kgal rights of a pt___IHietary nature as they nmv be dispomemed of for the
public sdvan_."
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L.--Tem I,AmmHXSTORTOr 8OmaLmx(p. I17)

It will be observed that the socialistio writings commented on by MiD
were all of French origin and were none of them subsequent to 1869, the date
of Mill's articles on Socialism referred to under Appendix K. The Socialism
which has been of most influence in iater years has been of German origin, and
must he studied in the writings of its chief exponents, Karl Marx, Ferdinand
Le_lle, Rodhertus, and Priedrich Engels. The most notable in thi_ connexion
of those of _ were Arbeiterprogramm (1862 : Faxg. trans, as The Wor/_
Man's Programme), and Herr Bastiat 8c_ulze son Dditz_h, der _momise_
Ju//an (1864 : French trsn& by Malon as Oapikd d Tram//) ; of Rodbertmt,
gut Beteuchtung tfer 8ozialen Fraqe (1875 ; Oontalnin 8 a new edition of 8oz/a/¢
Briefs an v. KireAmann, I850), and D/e Handd_kr/a_ (I858 : Eng. trsnL as
0verprodtu_/om and C-_ses, 1898); and of Fmgek (in oonjunotion with Marx),
Manifest tier gommtm_ Partei (1848: Eng. trans, revised by Engek
1888), and, alone, D/e E_w/cke/_.9 der8eeia//sm*_ son der Utop/e fur W/_e_
tebaft (1882: Eng. trans, as 8oeialism, Utopian a_t Scientific), and Introduo-
tions t_...Marx's Cap/b_ But of.most importance for the theoretio formulation
of SoeiaJiam have been the writings of Marx (1818-1883): gut Kritik der poli-
t/0dten Oekonom/e (1859), and, above _ll, Dae Kapital (L 1867 • Eng. trmm.
Capital, 1887 ; ii. 1893 ; iiL 1894. AnEnglish abstract of the 1st vol. by
Aveling appeaxed in 1891 as The 8tuden_ s Marz). Fundamental ideas in the
writings of Marx were those of Surplus-Value, of Class War, of the Conoentnttion
of Wealth, and of the Materialist Interprets.tlon of History. The extent to

which" the_.._.a.rtiettiar teachings, . have.. been, abandoned by those younger.
German soet_lists known as Bevlstomste may be gathered from Be_
D/e Vora_etcu_ d_ 8ozia//_n_ (1899: Eng. trm_ as E_t_/osm7
8oeia/_, 1909).

Among useful books on the history of SoeiAl!,m in general, and of Germ_
socialism in psrtieul_, may be mentioned: Lsveleye, L_ 8ocia//_n_ Go_
temporain (1881: Eng. tran_ 1885); Ely, French and _ t_ialbn_
(1885) ; Gonner, The 8oelal Philosophy of Rodbertus (1900) ; Raz, Uontem?orary
8oclalism (3rd ed. 1901); Brooks, The 8ocial Unrest (1903); Kirkup, A
History of 8odali_n (3rd ed. 1906) ; Ensor, Mode_ Eocia//sm (2nd ed. 1907),--
a meet useful eolleetion of typical documents and apeochm from all the
leading countries of Europe ; and Herkner, D/e Arbeiterfya_s (Sth e& 1908).

gnglish socialism has pursued in some respects a line of development of its
o.wn ; e_. it may be studied in Fabian Essays in Bocialism (1889 : _eprint_
ruth a _mifieant preface, 1908); various Fabian Tracts, especiaLly Sh_w,

Fabian 8ociety (1892); Mac_lon_ld, 8ocia/ism and 8oe/ety (1905); Wells, _Vet0
Wor/d# for O/d (1908) ; and Villlers, The 8ocia//_ Movemen/m Eng/msd (1908).

Two poimlax works which have had a very htrge circulation _e, in Ameriee,
Beliamy, Look/_q _ (1890), and inEngla_d, Biatchtord, Merr/e E.g-
_nd (1894).

For French socialism see Janr_e, Studies in 8ocialisra (Eng. trmm. 1906) ;
L_vy, L'Oeuvre de MiUerand (1902); and blillemnd, Tramil _ Travailleure
(1908); for the recent developments of *'Revolutionary Syn_m,"
Gide and Rist, Histoire des Doctrines _conomiques (1909); and for Belgian
socialism, De_tr_ and Vandervelde, Le Eoc/a//sme en Be/_/fue (1903).

Among criticisms of soeiaJism in various forms and aspects may be singled
out H_bert. Si_nc_r, T/_ Man v. T/_ Sta_ (1884); Courtney, T/_ D/_tceb./m
of 8o¢ia_m_ m Econ. Journa_ L (1891); Sch_ffle, TAe Impon_bility oJ
8ooia/ _ (Eng. trans.1892); Richter, Pictures of the 8odali_i_
Ft_tre (Eng. tam_ 1893); Devus, Political Economy (2nd ed. 1901), bk. iL
oh- 7 ; 8trachey, Problen_ and Perils of _oeiali_ra (1908); and Mallock, .4
OrOimi _mmiaation of 8oeialism (1909). An individualist potion is ab]_
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malat_ed is the writings of Helen Bosm_quet, especis_ T_ _ of lb_
P_ (1902j.

M.--I.sD_ _Es (p. 328)
The whole subject must now be studied in the works of the late B. H.

Badsu-Powell, and especially in the three massive volumes The Land 8yst_m_
r_.h India (1892), and the brief text-book based upon thatwork,/_nd

/n Br/_h India (1894). See also his Indian Vi_e Oommunity (1896),
and the more popular Village Uommunitiea in India (1899); and on the
Ipsoia] subject of the Or/g/vt of Zamindari ]£_tea in Bengal, his article under
that title in the (Harvard) Quarterly Journal of Economies, xi. (Oct. 1896).

_T.DIIt/SH AORaltT_ DEVmLOPM_I_r (p. 34_

The Irish _ Aot of 1870 marked the beginning of an attempt to solve
the agrarian problem in .s._cordsnec with the principle popularly described as

tenants' intermts, and fixed tenure), and mtablishing a Land Oourt to fix
"Judiei_l rents " for a term of ye_rs. By the L4md Aet of 1903, however, a new
deps_ure was made; and machinery was provided for the voluntary trans-
femnee to the tenants of the land still in the hands of the landlords, on terms
attraotive to both psa-ties. This measure and the subsequent amending and
supplementary Acts will probably, in no long time, bring about the establish-
ment of a system of pea_nt proprietomhip over a great p_rt of Ireland. It
should be added that there has of recent years been a rapid growth among Irish
farmers of various forms of ec-opemtion. For a brief aecount of the Act of 1881
and of its relation to contemporary Nationalism, see Low and Sanders, Politiml
H i_ of _ngla_ durit_7 M reif_ of Vi_oria (1907). The least biassed accounts
of Irish _rian history during the last forty years are perhaps to be found in
a brief work by a German economist, Dr. Bonn, Modern Ireland and her Agrarian
PM_em (Eng. tran_ 1906), m_d in Bast_ble'e articles in the (Ha_vard) Quark, fly
,le_rnal of Eco_m_, xviiL (Nov. 1903), a_d in the Eco_om/_ Journal, xix.
(Maxeh 1909). On the movement towa_]s oo-operetion among farmers, see
Pinnkett, lrda_ i_t fAeNew Oen/_ry (1903), part ii. The det4tils of the history
are best looked for in the reports of Royal Commissions and similar decuments,
snob as the Re_wr_ of tie Royal Oontmiuion of 1880-1, and of the Royal Oomm/s-
,/o_ of 1886-7, the Report of II_ 8el_t Oommi_ee of the House of Oommo_s of
1894 (" Morley's Committee"), and the Report of _ie Royal _ommiuimt of
1897-8 (" Fry's Oommi_ion "), together with a Report by Mr. W. F. Bailey,
Legal Assi_tant-Gommimioner, of an l_quir_ i_to tle Pre_ _ondi_io_ of Tena_
Pw-.Aaaerm (1903), the Reports of _ Irish Afrietdt_s_ Or_nisation Eoeie_ (from
1895), m_d of the lrid, lkpartm_ of A_/ealture and Teehn/eal l_tr_t/on
(from 190t). See also Ooyne, Ireland, l_strial and Oontmerc/a/ (pub. by

O.--Tm_ Waoss l_mD Doorm_a [_ 34_)

This doetrine wla _'II_dly abandoned by _ himself in the ooun_ of a
review of Thornten's Labour in the Port_htly Redew for ]_y 1869, reprinted
in his D/sser_/o_s and _, iv. The ecntrsl passagee of _ _rtiole
are as follows (D/_erta_iar_s0 iv. pl _ 42 _.) :
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"It will be said that.., supply m_i denmnd do entirely goveen tl_
price obtained for labour. The demand for labour consists of the whole
circulating capital of the country, including what is paid in wages for
unproductivelabour. The supply isthe whole labouringpopulatiom If
the supply isin excessof what the capitalcan at presentemploy, wages
must falL H the labourers are all employed, and there is a surplus of
capitalstillunused,wages willrise.Thisseriesof deductionsisgenerally
receivedas incontrovertible.They am found,I presume,in everywy_te-
marie .trea..tiseon politicaleconomy ,my own certainlyincluded. I must
pl...e_dgm!ty to ha.ring.,alongw_ththe worldingeneral,acceptedthe theory
without the qualifications and limitations necessary to make it admissible.

"The theory rests on what may be called the doctrine of the
wages fund. There is supposed tobe, at any given instant, a sum of
wealth, which is unconditionally devoted to the payment of wages of
labour. This sum is not regarded M unalterable, for it is augmented by
saving, and increases with the progress of wealth ; but it is reasoned upon
as at any given moment a predetermined amount. ]gore than that amount
it is assumed that the wages-receiving class cannot possibly divide among
them ; that amount, and no less, they cannot but obtain. So that, the
sum to be divided being fixed, the wages of emoh depend solely on the
divisor, the number of tmrticipant& . . .

"' But is there such a thing as a wages-fund, in the sense here implied T
Exists there any fixed amount which, and neither more nor less than which,
is destined to be expended in wages

" Of course there is an impass_ble limit to the amount which can be so
expended ; it cabinet exceed the aggregate means of the employing olaMea
It cannot come up to those mea_ ; for the employers have also to main.
tsm themselves and their familiea But, short of this limit, it is not, in
any sense of the word, a fixed amount.

" In the common theory, the order of ideas is this: The capitalist's
pecuniary means consist of two p_rts---his capital, and his profits or income.
His capital is what he starts with at the beginning of the year, or when be
commences some round of business operatious; his income he does not
receive until the end of the year, or until the round of operations is
completed_ His capital, except such part as is fixed in lmildings and
machinery, or laid out in materials, is what he has got to p&y wages with.
He cannot pay them out of his income, for he has not yet received it. When
he does receive it, he may lay by a portion to add to his capital, and as such
it will become part of next year's wages-fund, but has nothing to do with
this ye_r'a

" This distinction, however, between the relation of the eapitali_ to his
oapital, and his relationto hisincome is wholly imaginary. He starts at
the eommenoement with the whole of his a_umu|ated means, all of which
is potentially capital : and out of this he advances his personal and tamily
expenses, exactly as he advances the wages of his labourer& . . . H we
choose to call the whole of what he possesses applicable to the payment c4
wages, the wages-fund, that fund is co-exteusive with the whole prooeeck of
his business, after keeping up his machinery, buildings _nd materials, and
feeding his family ; and it is expended Jointly upon himself and his labourere.
The less he expends on the one, the more may be expended on the other, and
v/ca rersd. The price of labour, instead of being determined by the division
of the proceeds between the employer sad the labourers, determines it. If
he gets his labour cheaper, he van afford to spend more upon himselL H he
has to pay more for labour, the additional payment comes out of his own
income ; perhaps from the part which he would have _ved and added to
uspital,thus anticipating his voluntmT economy by a oompul_ry one;

from what he would have expended on hla ]private wanta or plmmsr_
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Thee is no l_w of nature m_ing it inherently impossible for wages to rise
to the point of absorbing net only the funds which he had intended to
devote to carrying on his business, but the whole of what he allows for his
private ex-ponses, beyond the necessaries of life. The real limit to the rise
is the practical consideration, how much would ruin him or drive him to
abandon the business : not the inexorable limits of the wages-fund.

" In short, there is abstract_liy available for the payment of wages,
before an absolute limit is reached, not only the employer's capital, but
the whole of what can possibly be retrenched from his personal expenditure :
and the law of wages, on the side of demand, amounts only to the obvious
proposition, that the employers cannot pay away in wages what they have
not g.ot. On the side of supply, the law as laid down by economists
remains intact. The more numerous the competitors for employment,
the lower, cwJ_-,r/__aribu*, will wages be....

"But though the population principle and its consequences are in no
way touched by anything that Mr. Thornton has advanced, in another of
its bearings the labour question, considered as one of mere economics,
assumes a materially changed aspect. The doct_ue hitherto taught by all
or most economists (including myself), which denied it to be possible
that tr_le combinations can raise wages, or which limited their operations
in that respect to the somewhat earlier attainment of a rise which the
competition of the market would have produced without thcm,--this doctrine
is deprived of its scientific foundation, and must be through aside. The
right and wrong of the proceedings of Trade Unions becomes a common
question of prudence and social duty, not one which is peremptorily
decided by unbending necessities of political economy."
In spite of the remonstrances of Cairnes, and his attempt to restate the

Wages Fund doctrine in a more satisfactory form, in his Leadi_ Pri_i_,
part ii. ch. 1, it may be said to be abandoned now by all economists, at any rate
in the form in which it was stated by Mill. For a criticism of Mill's retracta_on,
and a statement of a sense in which it may still be allowable to speak of a
Wages Fund, see Taussig, Wages and CaTJtal, a_ Examinalion of the Wa_ea
Fund Doctr/ne (N. Y. 1896), especially part ii. ch. II. And see Sidgwick,
Prinriples, bk. ft. oh. 8, § 2 ; MarshaLl, Principlu, i. App. J : T/_ Doctrine of
t_ Wages Fund ¢ and Niohoison, Princivles, bk. ii. ch. 10, § 8.

P.--THE MOV_M_'r 0_' POPULATION (_ 360)

The rateof growth of the populationof the severalpartsof the United
Kingdom isshown by the followingtable:

Rates of decennial increa_

Poimlat_0_. or de_resse on pr2oedi_
cen_u_L

1851 16,926,3481 1,001,26l 2,888.742 6,552,385 12"8 I 10"5 1 10"2 !9"8
1861 18,958,103 I 1,108.121 3,062,294 /5,798.967 12"0 I0"7 t 6"0 11"5
1871 21,498,642 ! 1,213,624 3,360,018 5,412,377 13"4 9"5 / 9"7 6"7
1881 24,617,2661 1,357,173 3,735,573 5,174,836 14"5 11"8 11"2 t4"4
1891 27,487,525 t 1,515,000 4,025,647 4,704,750 11"7 11"6 7"8 9"1J1901 30,811,420 1,716,423 4.472,103 4.458,775 12"1 13-$ 11-1 5-2

2_
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The factors in the inere_e of pop_ are evidently (1) mign_on,
(2) the "natural incream" of poputatio_ i.e. the oxoess of birtlm over de.the.
The annual natural inoreue has fallen in England and W,des from 14"5 per
1000 of the population for the period 1876-1880, to 12"1 in 1901-120fi, in
consequence of tho fact that though the death-r_te fell from 20"8 to 16
per thou_nd, the birth-rate fee from 35"3 to 28"1. The birth-r_te in
England and Wales, for the period since the Civil 17_istr_tion Act of 1837,
reached ire maximum in the period 1870-1876, and has since shown t material
decline.

The extent of this decline is _hown in the next table :

B_TH-_P.ZT_(E_CaLA_D_ W_).

AverageAnna-.1Ooffeaed
AverageAnnual 6srtu_ Birth-rateper 1000 ofPGded. Birth.rate per 1000 ]PemalePopulation

Total Popula_km. aged lf_t6 yemL

1876-1880 .... 35"3 153 "3
1881-1885 .... 33 "5 I44 "3
1886-1890 .... 31 "4 133 "4
1891-1895 .... 30 "5 126 "8
1896-1900 .... 29 "3 118 "8
1901-1905 .... 29"1 112"5
1906 ...... 27"1 108"3
1907 ...... 26 "3 I06" 1

As regards the decline in the birth-rato genendly, tim Registrsr.Genera]
observes :

"There are sufficient grounds for at_ting that during the past 30
years approximately 14 per cent. of the decline in the birth-rate
(based on the proportion of births to the female populstkm aged 15--4&
years) is due to the decrease in the proportion of married women in the
female population of conceptive ages, and that over 7 per cont. is due to
the decrease of illegitimacy. With regard to the remaining 79 per cent.
of the decrease, although some of the reduoed fertility may be ascribed to
changes in the age constitution of married women, there can be little doubt
that much of it is due to deliberate restriction of child-bearing."
The decline in the birth-rate, whatever may beits cause, is a feature cornmeal

to the birth statistics of most European countriem. The statistics may be
itodied in the General Reporl on the Oen_ of 1901, andin the Annual tieport_
OfbotheRegiatrar.General. The figures axe conveniently collected in the Blue-

ok, Public Health and Eo_ial Conditions, prepared by the Local Government
Board (19091. The meet detailed statistical analysia of the facts k to be
found in a paper by Newsholme and Stevenson, and another by Yule, in the
Joarado/t/_ Royal8ta_/ca/8o¢/_ (March19o0).

The most powerful imImlee to fresh discussion of the ns_mm of profits m
given by the inte Genera] Walker, in the emphasis laid by him on "the funotJcm
of tbeentrepresteur,"and his view that "profite are a fl)ecieac_ the mane geaua
as rent," and "do not form a part of the priee of manufactured products " ;
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tee his Wa_s Quest/on (1876), oh. 14, and Pol/t/ca/Economy (1883). In this
discussion it has become usual to distinguish more sharply than the earlier
writers between Interest and "pure" or "net " Profits ; and there is now a
large literature on beth these topiea As to Interest, much influence has been
exerted by the doctrine of the Austrian writer, BShm-Bawerk" which explains
interest as "a premium on present as againit future things "; see B_hm-
Bswerk" Capital a_l I ntere_ (Eng. tr_m. 1890), and Poei4ies Theory of Capit_
(Eng. trans. 1891). Of the writings this has e.alied forth it may be suflloient
to refer to Pierson, Prin¢ipl_ of Economics (Eng. trana 1902), part L oh. 4, t 5,
and to Caesel, The Nature and Nec_saity of Intere,st (1903).

On Profit, recent writings are largely influenced by the conceptions of
(1) a "_uasi-rent," (2) "the marginal entrepreneur," and (3) "long and short
periods. ' The present state of the discussion may be soon in Marshall;
Principles, hk. vi. chs. 6-8 ; Clark, Essentials of Economic Theory (1907), pp.
117 seq.; Sasgsr, Introduction to Economic_ (3rd ed. 1906), oh. 10; and in
Conrad's Orundr/_, § 84, and Gido's Cents, pp. 674 _/. The treatment of the
eubject by SohmoUer, Grundr_sa, _ 231-2 (Principss, voL iv.), will be found
i]Jnmlnating. The " tendency" of profits and wages to an equality has been
commented upon frocluentiy by Clifle Leslie, as in his articles on The Pol/_/c_
_¢onomy ef Adam 8mlth and On the Philooophical Method of Pol_ Economy,
reprinted in his Essags _1879).

P_--R_ (p. 434)

Criticisms of the Rioardian doctrine of rent, or of it¢ formulatmn, are to be
found in Sidgwiok, Principle, s, bk. ii. oh. 8, and in Nicholson, Principles, vol. L
bk. ii. oh. 14; and it is restated in Pieraon, Principles, pt. i. oh. 2, andin
Marshall, Prinoip_, bk. vi. oh. 9,

S.--THE THZORY OF VAT.U_ (p. 482)

It is on this subject---ss to which Mill remarked, in 1848, that "]mppily
there is nothing in the laws of value which remains for the pr_ent or any
future writer to clear up ; the theory of the subject is complete" (p. 436)--that
theoretic di_u_ion hammainly turned during the _ four decades, owing chiefly
to the writings of Jevous, of Menger and the other representatives of the Austrian
school, and of Cltrk and his American foUowers. The characteristic of all
these writers is to spproach the problem from the side of demand, and to find
the key to value in Final or Marginal Utility (Grenznn_z). The best intro-
duction to the diseueeinn is through Jevons, Theory of Politlcal Economy (1871;
2nd ed. revised, 1879), chs. 3 and 4 ; and through Boner's article on The Au_,/an
Bconom/st_ in the (Harvard) Quarterly Journal of Economic.s, iii. (Oct. 1888) ;
and Smart, An Introduction to the Theory of Value on the lines of Menfer, Wieaer
and B_hm-Bawerk (1891). Wieser's _Vatural Value (Eng. trans. 1893) attempts
to apply the doctrine to the whole problem of Distribution. For the present
state of the diaeumion see _arshall, Principle_, L blL v. ; Clark, Essentials,
oha 6 and 7 ; and SchmoUer, Orundr&a, _ 17i-2 (in French, Principea, vol. iii.).

Mill's doctrine of Cost of Production was attacked by Cairnes in his _om_
.Lea_i'_l Principles of Political Economy newly _pou_d (1874), soon after
Mill's death. See hereon Mm-she_ in FortnigMly Review (April 1876), and
Principles, book v. oh. 3, §2. Cairnes contributed an important consideration
to the di_amion by the emphasis which he laid on " Non-competing GronpL _
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T.--TH_. VALUE O_ MON_ (p. 506)

For other expositions of "the Quantity Theory of Prices," see Walker,
Money (1878), chs. 3-8 ; and Nicholsou, Money and Monetary Prob/em_ (1888;
4th ed. 1897), ehs. 5-7. For a criticism, see Scott, Money and Banldng (IN. Y.
1903), ch. 4. An attempt to test the doctrine statistically is made by Kemmerer,
Money and Credit In_'ruments in their relation to General Prir_ (N. Y. 1907).
For the eonso of "money " in modern business, ass Withers, The .Meaning el
Mon_y (1909_

U.--BIMETALLISM (p. 510)

For _be main points of the controversy on this subject, which hael hardly
begun when Mill wrote in 1848, see Jevons, Money (1875), ch. 12 (with his
acceptance of the _iew of the "compensatory action" of a double standard
system) ; Gibbs and Grenfell, The Bimeta///_ Controver_j (1886),---a collection
of pamphlets, speeches, &c., on both aides ; Nieholeon, Money and Monetary
Problem, s ; Walker, International Bimetalliem (1896); Darunn, Bimetallimn
(1898); and Carllle, :The Evolution of Modern Money (1901). An extreme
mouometallist tmaition is represented in Giffen, Ca_ against Bimetal_iem
(1892_

V.--INT_.BNA_OI_AL VALVES (p. 606)

The Ricardian doctrine, followed and carried furtbe_ by Mill, has hitherto
remained the almost exclusive possession of English economists. It has been
expounded by Canines, Leading Priaci_, part iii. ch` 3, and by Bastable,
Theory of luterna_ional Trad_ (2nd od. 1897). It has been objected to from
two diametrically opposite points of view. Transferability of capital and
labour, it has been argued, is true of international trade as well as of domestic,
so that no separate theory is necessary for the determination of international
values ; e.g. Hobeon, International Trade (1904). On the other hand it has been

that such a transferability is true neither of domestic nor of inter-
national trade, and that therefore it is necessary to reject both the Ricardian
doctrine of home values and the Ricardian doctrine of international values ;
e.g. Cllffe Leslie, Essays in Political and Moral Philosophy (1879), Preface.
A diffsr_t theory has been put forward by Sidgwick, Pri_ip_, bk. ii. oh. 3.
A mathematical treatment of the whole subject, with a criticism of all the
leadingwriters,willbe foundina seriesofarticlesby Edgeworth on The Theory
of lut_rnational Fal_ea in the Econom/c Journal, vol. iv. (1894). Bastable and
Edgeworth, while admiring and accepting Mill's first statement of the theory
(oh. 18, §§ 1-5), agree in regarding "the superstructure of later date" (_§ 6-8)
as "laborious and oonfl_fing."

W.--THE R_VLATIO_ O_ CuRB_C_ (p. 677)

The question of the effect of the Bank Charter Act has lost much of its
importance in consequence of the growing use of cheques. These cheques are
now largely drawn not against actual deposits but against banking credits ;
so that banks, while abandoning more and more the issue of notes, "mann°
facture money" on a vast scale in another way. Hereon see Withers, Meanivqt
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MOz_,y, cSa 3 ami 5. On the effeot of an inore_e in thesupply of gokl, ms
r, Jffoz_y, pt. L oh. 4, m_d Withem, eh. 1.

X.--PRfcSS m Tm_ N_r_mrrH Cx_T [p. 704)

The actual movement of prices has been much investigated since the time
e_ Mill ; and attempta, in large meaeuro eucce_cul, have been made by Jevona
and others to reduce the statement of it to precision by the use of Index Number&
On the theory and Immtiee of Index Numbers, aee article by Edgeworth, L e.,
in P_rsve'e D_ of Pol_ca_ Economy, voL ft. ; Fountain's Memoraz_m
in Reporl on Who/esa/e ami Reta// Pr/_ (Board of Trade, 1903); and the
article of Flux in (Harvard) Quwierly Jogrsed of Eco_o_ies (Aug. 1907).

The following table, taken from the Blue-book of the Local Government
Board on Pub|it HealtA and 8o¢_o_ Oondilio_ (1909), presentJ the conclumons
of Ssuerbeok as to prices, sad of Bowley _ to wages, in s form convenient fc_r
oompno TM

l_'Dm'l:N_ sMow_o Oo_tsn or AVXRXOBWHOLJ:SAZJ PRIOum AND
Gm_ MoNzy WAoms.

[The _ and prices in 1850 being taken as 100 ; wages and prices in other
years in percentages o! 1850 figurea]

Index Numbas of Index Numbe_ ot

T_z. Year.
Pric_ W_ Prlcea W_

1850 100 103
1895 80"5 159 "2

1855 131 "2 -- 1896 79"2 160-7
1897 80"5 162 "3

1860 128"6 119"2 1898 83"1 166"5
1899 88"3 170"_

1865 131 "2 127 "5
1900 97 "4 178 "7

1870 124"7 134"1 1901 90"9 177"0
1902 89"6 174"7

1875 124"7 161 "4 1903 89"6 173"7
1904 90"9 172"8

1880 114 "3 148"8
1905 93"5 173 "3

1885 93 "5 149"6 1906 100-0 175 "7
1907 103"9 181 "7

1890 93"5 161 "$

Noww,._The Index Numbem here given have been ea]oulsted _ regards
Wages for the years to 1873 on the averages ascertained by Mr. Bowley---see
the _/_ Joursa/ (Dec. 1808) and the Jourm_ of ff_ Roya/ 8/at/d/ca/
Bo_¢_ (Dec. 1S99)--am] for later yearn on the peroents4pm in the 1_ A_
_ La&mr Stati_tic_ el th_ U_i_l Ki_dom (l_O_- _, l_ 54. As regards Prio_

OK2
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the Numbers ea,e based on the Index Numbers cedeulsted by Mr. Sauerbeek--
see Report os Wholemle and Retail Prio_ (1903), p. 451, and partleulsm in the
Journal of the Royal 8tagist_ 8ociety (Msreh 1908).

With this rosy be eompared the esleul&tinn of the Board of Trade, taking
the level of 1900 as 100, as given in the Ttoel [_ A bs4ro_ oI Labour 8tati_i_ (1908).
i_80.

Ilmax lquiusm or WXOL_SAL_ P_oBS, 1871-1907. 1900--100,

Ymr Indsx Tsar Index Year. _ y_r lada• No. " No. No. " No.

1871 136"9 1881 ]27 "3 1891 107 -4 1901 96"9
1872 145"8 1882 128-4 1892 101 "8 1902 96-6
1873 152"7 1883 126"8 1893 10G'O 1903 06-9
1874 148"1 1884 i14"7 1894 94"2 1904 98"8

1875 141"4 1885 107"7 1895 _0 1905 97"61876 138"0 1886 101"6 1896 1906 100"5

1877 141"6 1887 99"6 1897 9_tl 1907 105"71878126
18791.6.6 1..0 10901

Before making use of them flgm_ it must be remembered thet they indie_te
the movement of who/emile priem ; and attention would need also to be
to the mleetion of commodities snd the method of " weighting."

To the Repor_ ms WAo/em/e mu/ Beta// Pr/a_ (1903) and to the *']_mt
Irmeal Blue-book" (Briti_ and Foreilm Trade and lmiu_ry, Memoranda,
&c., 1903) is prefixed as _ront3spieee _ e]a_t combining the Index Numbmu
of Jevons for 1801-1846, of Ssuerbeck for 1846--1871. and of the Board of
Trade itself for 1871-1902 ; and so giving in one view the eourse of priem, so
f_r as those materials indie_te it, for the whole period 1801-190_.

As to Rete_l Prices, eMeul_tions will be found in the First "li_w_l Blue-book,"
1_ 215, and in the Second (Briti_ ami Foreiim Trade and lndu,try, 8ecomi
8er/e,, 1904), as to change* in'the Average Rete_ Price of Workmen's Food in
large towns in Gre_t Britain during recent deeades, as well ss of the other
dPrineipal items of the workmaJa's budget, vi_ rent,clothing,fuel, sad light,

uring a qusrter of a century. A conmdersble t_ll in food prices and It slight
fall in the price of clothing since 1880 were in part eounterimlaneed by a rim
in rents and, in the l_tt_ yee_ in _ ; with the result indlested below
{8_ _er/., p. 32):

_ s_oi_o E_i_te_ _a_ea i_ _o_ of Li_ oft_ Wo_ki_ C_
baaed o_ _ou of Food,_, _Odn_ Fed. and Li#I_,i. a *erie* o/a_ero4_
for _i._een_ial period. {_o_ t_O_ _ 1900-100.)

ladex Nember e_
Period. Omt o_Llvm4_.

Average of quinquenn_| i_iod of whieh middle yesris 1880 .. 120-5
. . . . 1885 .. 108"_I
. . . . 1890 .. 100"9
. . . . 1895 .. 95"5
. . . . 1900 .. 09"7
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Y.---OotmsscuJ. CYCLBS (p. 700)

In _oglmul there ham been no " oommereied erisil" einee 1866, though erlsm
Imve oontinued to make their sppesr&nee in the United States, as e,g. m 1893
m_d 1907, But the idtorn_tinns of eommeroisl proeperlty .rod ,_epremion
vontinue ; Bald the cyclical movement, M Jevous first showed, seems to occupy
• bout ten yemL The study of the subjeet must begin with Jevons' p_perl
(1875-1882) on the Periodicity of Commereial Griees, printed in his Im_6-
ffat/ous/n Ourren_ and ?inanee (1884). A guide to the history •nd ti_m_-'e
of the sub_eet will be found in Herkner'a _rtiele Kr/se_ in Conrad's Hand-

der 8taab_/4u_cAafte_ The relstion between Foreign Trade, Bank
Rate, Employment, Msrrh_ Bate, P_uperism, _, tor the period 1856-
1907 e&n be eonveniently obeerved in Table IX, emd Chart II, " The Puke of
the N•tion," in Beveridge, U_me_. On American eonditioM •nd their
eonnexion with eurmney question& see the pspers of Seligmsn &nd othem in

(Ttm,_mq Problem ¢md the Preae_ JPinaneial Situation (iq. Y. 1908).

Aeeozding to •n eatim&te of Mr. R. J. Thompeon printed in the Jottr,ta/of
#ke Rob_ 8taL_ B_/e_y (De_ 1907) the rant of agricultural land in England
mui Watm stir•need by protmbly 40 per eent. in the first twenty yesm of
the nineteenth century. After 1820 • period of depreginn ensued, followed
in 1840 b_ the beginning of o.n upward movement which eontinusd with tittle
interm_ till 1878, when • lerious depression again eet in_ The average
rent of agrieultur_ hind in 1900 wus 34 per cent. below the maximum of 1877,
and 15 per eent. below the figure of 1846. The average rent of _ land in
1900 wu eetim_ted •t •bout 20a. per _ nbjeet to ehaxges for repairs, &e.,
• mounting on the svers_e to 35 per eent_ ; go that the net rent probably
averaged 1_ perNr_ Estimstingexpenditu_ on buildings, fences, drainage,
&_, •t 12/. per acre, 3t per eent. on thle would •mount to 8_. 5d., le_ving
4#. 7& per sere m" eeonomie rant," in the Riegr_aa eenm of payment for the
me of thz "original aad indestructible powers of the soft. n

AA.--Waozs m m Nnrrrs_a Cs_rv_r [p. 724)

_hem wu undoubtedly • very large inerea_ both in nominal or money
wagee m_d in read w_ge. (i_, their pureha_ng power) in the United Kingdom
dmd_g the eoume of the eentury. The subject may be studied in Giflen's

oa The Progre_ of O_ Worki_¢ff6"_Ittetin the lasl half.eent#r_, reprinted
m _/s JP/mm_ (2nd oeriea, 1886 ; ami the flint and more important of
them more reeentty in Beonom/e Im_m/r/_ and 8t_ad/_, vol. L); Webb, Labour
i_ tAe Lo_m _ (F•biaa Traet, 1897); Bowley, Ware* in the Un/ted
K/_ (1900), Na_/ona/P_fre_ (1904), and his srtielea in the .?ourna/of

R. 8_ _ ; m_i Wood's •rt_le on Rm/We_u and _&e8t_ada,d
of Oomforl _ 1850, in Jowr. R. _ _ (Maroh 1909).

The eonelusious re'rived at by the lut two _tktieians for the period sinoe
1850 are th_ eumm•rised in the artiele hint quoted, 1900-1904 being tskea
by Bowley, m_d 1900-1902 by Wood, M _ and espied 100 :
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Rw_L Waozs, 1850-190_

1850-4 1855-9 1860-4 186_-9 1870-4 1875--9

Bowley _ .. 50 50 50 _ 60
Wood .... 56 54 59 63 69 75

1880-4 1885-9 1890-4 1894-9 1900-2 or4

Bowley _ - 65 75 85 _ I00
Wood .... 76 86 92 97 I00

Ooml_re also the table in Appendix X above.
The progress in re_l wages began before 1850 ; thus, e_g. Bowley's Index

Numbers for 1830 and 1840 are 45 and 50 respectevily (see _Yat/_. Proffer,
I_ 33) ; and, for earlier periods, his eoneinaions are that whi]e dunn 8 179_-1810
resl wages were falling slowly, during 1810-1830 they were rlain_ slowly _aee
Appem/_z (I908) to Palgrave s D/d./onary of PoZ/t/cal Et_zom_)..The _ener_l
result would _ to be a large nee on the whole between lt51u ann 1_,
though between 1840 and 1860 and again between 1873 and 1879 wagm were
_lmost ststionsry.

During the eentury a progress in real wages of substan/ial]y the same
character took plaee in other eount=iea For s eompsrison by Bowley of the
United Kingdom, the United States and France for the perio_i IS_ _1891,.see
Eco_. Jolt. viii. 488; and for Frsnee, 1806-1000, see Gide, J_amom/e _¢uue,
l_e4.

BB.--Taa Im'ORTA_O_ or Foon |p. 738)

The following figures are givem in the Re_o_ of _ Afr/c_ Oom_
(1906) of t_ Tar/_ Oomm/a_* :

Im.olTs o, Wm_T t_D FLout.

percentage Pere_m
Imports of Vopula- _!_ of Poputat_

]Ptlod. per_d, t/on fed _ --_-" fedfromhome-from home- _ewa eet-_growncorn.

1831-1835 "119 96"0 1871-187/; 1"56 4@'0
1836-1840 '267 90"0 1876-1880 I "85 _/'2
1841-1845 "308 89"55 1881-1885 _'17 26"4
1846-1850 "644 78"45 1886-1890 _ "09 29"0
1851-1855 "755 74"4 1891-1895 _'51 15"_
1856-1860 "8:37 71 "9 1896-1900 _'38 19"1
1861-1865 1"196 59"4 1901-1905 Z'54 10"0
1866-1870 1 "*224 58"4
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For other estimates, sad for sources of import, see" Nfrst Fiscal Blue-book"
(Bri_i#h and Foreign Trade and Imt_stry, 1903), p. 108.

CC.--THB T_rv_r oF l_oFrrs TO A Mmmm_ (p. 739)

0omtmre (Xiffe Leelie's article on The Hiatory and Future of lzaereat ami
Profl_ in theFocO_/g/y R_Ji6w (Nov. 1881 : reprinted in E_ays, 2nd ed.);
and Leroy-Beaulieu, P_p_/on des R_e8 (3rd ed. 1888), clL 8 ; and for the
history of the rate of interest, see SchmoUer, Grundr/_, § 19t (Pr/nc/_._, voL ifi).

DD.--THs SvBs_v_r Hm_o]z_r oF Co-oP_.tTio_ (p. 794)

Since Mill wrote, Industrial Co-operation in England heal taJum the
direction msinly of the multiplication of retail stores, deriving their supplies in
grit m_sure fr?m & great Wholesale Society: this "Wholesale" producing
some ox zm gcoas m Its own Mton_ and purchasing the rest in the open market,
It _ not taken .the for m anticipated by him of self.govm-ning productive
uaoci_tions, providing their own capital. The history of the various move,
meate grouped under the name of Cooperation msy be examined in Seldom
Method8 of lndu_l Remuneration (3rd ed. 1898), ella 22-24; Potter, _'_l
Oo.operatim Moeeme_ (1891); Webb, lnduatrial Oo.operatio_t (1904); Aver,
C_im InduaZry (1907); and Fay, Co-operat/on a_ Home and Abroad
(1908). For rcoe_t dovelopmonts in "independent" productivo co-operation,
see A,h!ey, Surt_gs, Hiatori¢ and Economic (1900), p. 399.

F__--THs Suas_qux_r HmTORY or INCOMZ TAX (pp. 806, 817)

For developmeets later than the time of Mill, reference should he had to
Baetable, Public Finance (3rd ed. 1903), bk. iii. ch. 3 and bk. iv. ch. 4 ; Hill,
The E_lish I_Jorae Tax (Publicstions of the Americaa Economic Association,
1889) ; 8eli'TnAn_ Profr_'ve Tazat/on (Am. Eco_ Assoc. Quarterly, 2nd ed.
1908) ; and two recent//eportz, one of a Departmental Committee on the pre-
seat working of the income tax (1905), and one of s Select Committee on Gradu-
ation (1906). In the Finance BiU now (1909) before Psrlimnent it is proposed to
introduce _ Imper-tax on inoomea above a certain point, and give an abate-
merit on incomes below a certain point in respect of every child (up to &specified
number) below a cert_ aga

_F.--THx TAXATION OF LAIRD (p. 819)

In the Finance Bill now (1909) before P_rlia_ent it is proposed to impose
t_x (1) of 20 per cent. on the future Unearned Increment in value of non-
s_rionltural land ; (2) of _d. in the pound of thecspit_d value of" undeveloped "
hind. The proposed exemption of _grioultur_l land, when compaxed with
Min's assumption that there was likely to be &constant incresae in the value of
agdeultura] hind owing to • rise ia the price d food due to the growth of popula-
tion, indic&tee the effect upon the public mind of the agricultural depression of
the last two decade_ of the ninetoenth c,mtury. On thege_eral queetionof the
assessment sad special ta_xatiun of land values, _ee Report o.f _ _ Oom-
m/u/o_ on Loco/Tm_/o_ (1901) ; Fox, Tke Rating of Land Falv,_ (1906) ; and
the Bine-beok on Tazation of Land in Forei_a Uotmtria (1909).
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On the whole subject of The Shifllz_ a_ I_ of Taza_ r_our_
can now be had to the trcat_e of Seligman bearing t_t title (2nd e& 1899).
For the _cidenec of Death Duties, l_tes on Hous_ and Iz_t, Inhabited
House Duty. Taxu on Trade Profitssmi Taxes on Tran_er of Property, see in
particular the elaborate replies by "financial and economic experts " in tim
Blue, book. Memorm_ re/at_ng to t/_ G/a_flca_/om and l_dence of Impend
az_ _ Taz_(1899) ; _nd on the incidence of Import and Export Duties,
sec Edgeworth in _conom_c Jourm_, iv. pp. 43 seq.

iq__--_e_ _D P_s_ssm_ Law (_x 906)m

Pm_erehip _ ¢omma_ite, as it k called abroad, k now allowed in the
United Kingdom bythe Limited P_rshipsAct of 190"/. This Act makes it
possible to create s" limited partnershil_ wherein one or more persons, called
general partners . . . shall be liable for all lebte and obligations of the firm,"
and "one or more persons, to be called limited partners, who shall at the time
of entering into such partnership contribute thereto a sum as capit_d . . .
not be liable for the obligations of the firm beyond the amount so ecntributed.'"
A limited partner must not t_ke _ in the n_na_ment of the

The most impor_nt development sinec Mill wrote, however, has been t_
growth in commercial prsctico of what came to be known in bn_ness
as "private ecmpanim," though or_auked under the general ecmpany I_W.

" _ form has been inoresm_ly adopted by b_alneaes which wished to combine
the advantages of Limited I_hility with the advantage of unity and privsuy
of management belonging to the sole trader or old-fashimmd flrm. The
legality of such arrangements, which were ecrtsinly not contemplated by the
legislature when it introduced Limited Liability, was 6n_!!y settled by the
decision of the House of Lords in 1896 in the ease of Brodcrip v. Ba/amos. See
hereon Palmer, Pri_ Oompan/es am/8ym//_at_ The conecption of a "pri-
vate company" was finally recognmed Bald defined by the Companies Act of
1907. Aooord_ to this Act a l_civ&te ecml_ny " means _ company whioh
by its articles (a) restricts the right to transfer its shsrm ; and (b) limits the
number of its members (exclusive of persons who are in the employment of the
ecmpany) to fifty; and (c) prohibits any invitation to the public to subscribe for
sharm or debentures." For the formation of sueh a company, instead of the
seven members formerly required by the Companies Acts. two members will now
suffice.

IL--Pam_nos (I_ 926)

Mm's general line of argument ]ms been further pursued and applied to
contemporary conditions by Csirnes, L_diz_ Priz_; F_weett_ Free Trad_
and P_kct/o_ (6th e& 1885) ; and l_rrer, Free _ade and Padr Trade (4th ed.
1887). Critioisms and ecnsiderat/ons of other kinds will be four_ in Sidgwick_
Pri_iples of Political F_mo_, oh- v. ; Patten, _¢onom_ Ba_ of _i_m
(Philadelphia_ 1890); Joh_o_. ProCedJo_ am/ (Ta_kd. in P_ 8dime*
0,._,, xxiii. (N. Y. _90S) ; Lexk, Handd, in 8ch_nberS'_ Has_,._
Poli_isdum O._s (4th ed. 1898), voL ft. ; and 8ehmoller, _9_tJr/_, H
_71 (in Ft. trs_ : Pr/n¢/_ _"geonom/e Po//_ voL v._

]Fall's conecse/on in favour of "tn¢_nt indnstrie_" (bk, v. ell I0, J I) was
much quoted subsequently in America, Austndis and _nnd_ Writing to •



BIBLIOGP, APHIC_L £PPE/qDI]E |003

eot_melmndent in 1869 (see Le_ra, ed. mliot), he expreeaed em intention to
"withdraw" the opinion, ea_d remarked: "Eve_ on this point I continue to
think o " "" my Inmon was well grounded, but experienca has shown that protec-
tionism, onoe int_odueed, is in dsnger of .p_'petu_t_ug it, ll . . : aad I
fore now prefer some other mode of publie aid to new industries, though m
itael/ le_ appropriate" ; but in preparing the edition of 1871 izt eeQtented
bimmelf with the verb&i eimnges indicated on p. 922 n. 1.

Mill makm no re_erence in his Pr/n_i_ to the writings d lrriedrieh
the intellectual founder of the Zoliverein, whose ide_ h&ve greatly influenced
the subeequent eommereial policy as well aa the ceonomie thought of Germany.

Thereon see List's Na_/oz_ 8y_em of Political Econon_ (1840, Fm_. tr_ by
Lloyd : new ed. with Introduction by Nieholson, 1904), _nd Sehmoller • article
o_ List in _,r L/Uerah,r_3dcMe der _- und Eoz/a_j_t (1884).

A new sta_e in the diseuuion was opened by the grant of Preference to im-
ports from England by the Dominion of (J613ad&in 1897---an example
followed by the other great self-governing Dominin_ of the British Empire ; and
by the movement in favour of a policy of reciprocal Preference by the Mother
Country, initiated by Mr. Joseph Chamberlain, then Coloni_ Secretary, in 1903.

most importamt eolleetiom of political speeches on this subject _ on one
side, those of Chmnberlain, Imperial U#io,t mid Tariff P_e[orm (1903); Bonar
Law, The F/meal _/mt (19_) ; and Milner, Imf_riali_t and _ Reform
(1908) ; and, on the other, Asquith, _ a_g fire Empire (1903) ; Hahhme,
Amy Reform and Offter Addre_ee (1907) ; and Russell Rea, Izm_r Free Trade
(1908). See also Balfour, _eomm,_ Noka on lm_Jar Free 2_mde (1903).

Among the writings called forth by the eontroversy may be men tioned, of those
in invour of some modification of the present tariff policy : Csillard, Imper/_
P/_ea/Reform (1903) ; Ashley, The Tar/ff Problem (2nd ed. 1904) ; Ounniugham,
The Riae mul Dedine of the Pree Trade Moeeme#t (1904) snd The Words of the
W/_e (1906) ; Graham, Free Trade and Ore Empir_ (1904) ; Pa_ve, An E_-
_ir_/ into the _conomic Conditimt of _he _ou_ttr_ (1904) ; Price, Econom/c Theo_
wad Fis4_ Policy, in the _co_om/¢ Jo_ xiv. (Sept. 1904) ; _ompa_r/o_' _/ub

(1905); Kirkup, Proo've_ mid fire P/sctd Problem (1905); Weldord,
TSe _renq_ of _a_ioa_ (1907); Lethbridge, India mul Imperia_ Preference
(1907); snd Milner's srticle on _don/a2 Poli_y and Vince's on The Tariff
P..eform Moveme_ in Palgrave, D/_/ona_ of Po_lbk_ Economy, Apl_ndix
(190S).

Among the writings in favour of the present polloy may be mentioned
Money, _lemm_ of the Final Problem (1903) ; Avebury, E_y8 and Addresses
(1903) ; Bri_ lndu_rie_ _,,u_r Free Trade, ed. Cox (1903) ; Labour and Pro-

ed. MMsingham (1903) ; Smart, The _ to Pro_e_/mt (1904) ; Hob-
son, Im_a6o'n_ Trade (1904); Bowley, Nat/mu_ Progve_ (1904); va_inm
papers by Giffen in E_,w.m/¢ Pmq,t/r/es (1904) ; Bramey, _/._y lVea*', of Pro-

(n*w ed. 1906) ; Pigou, Prok_ive a_d Prefere_ial Impor_ D_ie_ (1906) ;
_nu_ Oo,9'_e,u_(CobdenClub,1907); and Marshall,_emomsd,,m ,nt

t_ F_ Po_i_ of lz_matlo_ 2'_ (WhitePaper,190S).
Materials, statis_cal and politieal, for a Judgment will be found in the two

"lrmoai Blue-books '_B_/_/_ and Ford_t Trade am/ Im_,y, Memoranda,
J_, let _rim, 1903 ; 2nd series, 1904; in the Proceedi_ of the _oio_ia_ _oz_.

of 1.887: 189_. 1897, 1902, 1907; and in the Repo_ and Memoranda of
Tariff Commumozb since 1904. Among foreign works be&rlng upon the problem
my,be psrtloul_ly mentioned: Fucbe, The Trade Policy of Orea_ Britabt (1893:
Eng. tram. 1905) ; Wagner, Altar- *,nd Indu_b_aa_ (2rid ed. 1902) ; Schwab.
Chambertai_t'_ Ham_el_pdi_ik, with Prefaee by Wagner (1905); aud Schulz_
Gaev_-nitz, B_ lm_a//_t_ (1906). On the history of the _Klkh
Corn Lsws, l_holson's book with that title (1904) should beeonmdted. Fr_
Trade and IAe .M_ 8¢hoo_, ed. Hirer (19_), is a eonvenien_ oollection of
|pceehes, &e.. of the thirtie_ snd forties.
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JJ.--UsuIT LAws [p. 930)

The p_.ty genend repeal Jdl over Europe of the old usury k_ hel hem
f_ilow_l smee 1878 by a re_tion, and a gre_t number of " usury laws" b_
becm pnss_d in Germany, Austria, Hungary, Switzerland, and other oountries;
u well aa for the possessions of the Great Powers outside Europe, m &ft. fo_
the Punjaub, the Soud&n, AigieTs, _ For sm secotmt and estimate of this
movement, see Sehmoller, (_nd_, § 189 (Pr_c/p_, voL iii.). As to the English

Money-le_lom Aet" of 1900, me the obaerv&tinrm from a point of view
ntioal with that of Mill in Dicey, Law emd Pwb//¢ Op/n/mt in E_/and (1905),

pp. 33 Bald45.

_g.--Taz Favros_ Aors (p. 7_)

ace, on tim whole subject, Hutohins smt Hm'rison, A H/_ory of Wa_
/A_dat/om (1907). The legislature, after restricting the freedom of oontr_t
of adult men in various other ways, began very tentatively in 1893 to regu_to
their hours of l_bour by the Act of that year giving power to the Board of Trade
to order railway compa_mm to submit revised schedulns of hum of duty for
their esrvantm : hereon me BulleLin of #re U.8. Depa_tme,d of Labour, No. _0
(1899). Since then, by thoMinem' Eight Hours Act (1908), it hea introdueod a

Dormal day "for a large number of adult men,

I,L.--TmRPoor LAw[p. 9_)

The P_po_ of t_ P.oya/_'omm_ o_ _ Poor Law (1909) oont_m OOl0_Om
and systematically sxranged tre_tiaes, in the MalefiC# and Mi_torit# Reports,
and in the supplementaxy volumes of Reporta of _pceial inquiries, on all
aspeet_ of the history and practice of the Poor Law idnce 1834 ; rout will doubt-
km lead to ooneidemble leghdative ehazges.

On thi_ subjeet, in ira general philmophie_l Mpcete, the meat lnfluenti_
]_nglish writings since the time of Mill have perhape been those of Sidgwiek,
Principles of Political _conom y (1883), bk. iiL el_ 3 and 4 ; and E/emcnt_ o)'
Polities (1891) ; and Green, Lectures wa the Principles of Political Obli_t_ion ha
Works (1886), voL ft. See also Ritohie, _Vatura/R/g/t_ (1895), and, with regard
to certain argumentn drawn from modern biology, his Dar_nbrm ¢_d Pd/_/_
0_9).
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proprietors, 264 n. ; farming in,
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America, the Dutch (by 1865), imports and export& 860-_6;
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l_svet, are not wealth, 8 ; Roman, Thornton, on pcau_t prolzd_;ors,
17; Wmt Indian 8. ransomed 276; on English pe_mntry, 348_z
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eownrtyin, 236; owned by the eredit (q.t.), 616, 619; on inter.
ers, 239 n_tional values, 596

81eswick.Holstoin, 239 .. Thlir_m, pemat-far_ in, 263
Smith, Adam, 2,26,67,122-8; Joint- Tithes, |neidonoe of, 841; _

stock oompanim, 140 ; Malthua, Taxes
165 ; metayem" 306 ; workmen, Tooke. on eorn pricas, 447 _ ; on tim
356 z_ ; on difference of wagm in eurrenoy, 52I z_ ; on credit, 533-_ ;
different employments, 385-97 ; on bills, 536 L ; on p_oe_ 554 ; on
ret_ profits, 410 ; value, 436-7, bank credit, 648 ; on bauk
452, 566-8 ; foreign trade, 579 ; tlon, 652-5, 665; on money-priem
paper money, 632 ; intezeet, 638; of agrieultuml produca, 704
caldtal, 726-7 ; on • stationsxy Torrens, on intcrn_tiomd trade {f.t.),
state, 747 ; t_xation, 802; tsx 576 a.. f_3 _ ; regulation of tim
on wagm, 828; house-rent, 832; eurreney, 957
usury, 926, 928-0; market-rat_ Trade, intenm_onal, _74-8_; do.
937 fined, 574; fietitiou_ ex_mple_

8eeh_m, 202 _, 203 ; examined, _74--8 ; theorim of, eompav_ 578-
209-17, 792 82 ; intcrnat_on_l vslue_ in, 584-

8pain, 190, 255 ; trade with, 583 ; 606 ; equation of internstionsl de-
capital in, 738 ; stste of, 940 m_nd, lsw of, 592, 600 ; v_lue and

8piee Islands, Dutch monopoly in, eost in, 604; money in intemstional
449 T., 607-11 ; bills ot exehsage, 6L3;

• rid Dynamics of political h_w of intern_tiomd T., 621, 629 ;
eeonomy, 695 tree T., 701

8tstionary state, the, 746--51 Turgot, on met_yers, 307
Stein, la_d reforms, 334 Tuscany, furmingin, 179; agrionltm_i
Supply, defined, 445 ; excee_ 556-63 ; tenure, 240 ; peem_t pt_z_etom,

• gener&l over-supply, 558--62 264 _ ; met_yen,, 303, 304 _., $11-
Bmm River Settlement, 65 16
Sweden, trade with, 576 ;eurreney

retorm, 667 U
Switm.'bm, d, 239; pca_nt proprie-

tom, 258. _, 271; population, ULSTSa, temmt-right,$18,_0,_L
291 ; I_we of num_g_ 354 ; trade United Ststc_ the, 10S, 152, 157 _.
with, 575 ; eo.opemtion. 763 158 _., 179, 194. 220. 229, '_9, 312,
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430, 432, 655, 682, 721, 738, 907-8, 735 ; on protection, 925 ; on land
921, 925 in Colonles, 965 ; success of his

Un_ttled Qu_ions of Political Eco. colonisation system, 972--4
_my, Easaya on some, 48 n. Walker, G., on currency, 673

Ural Mountains, gold minos, 485 Warehousing system, 867
Uri, laws of marriage, 355 Watt, inventor, 41 ; effect of his in-
Usury, 926-30 ventions, 193, 350
Utility, 45, 442 Wealth, 1, 6, 9, 19, 47, 48, 74, 108 ;

distribution of, 200; progressive
V state of, 695--9 ; stationary state of,

746-51
VAY.Uz, 27; defined, 437; V. and West, Sir E., on theory of rent,

price_ 439-40; law of V., 448; 425
natural V., 452 ; market V., 453-9 ; West Indies, ransom of slaves in
law of (again), 471 ; theory of V., [1834], 19 ; expenditure in, 166 ;
summary of, 478-80 ; money V., slaves in, 240 ; slave population,
488-98 ; measure of V., 564-8 ; 250, 253 ; Colonies, 685--6
peculiar cases of V., 569-73 ; inter- Westbury, Lord, 887 n.
national V., 583--606 ; law of Westmorland, small farmers, 257
international V., 622-7 Wiltshire, agricultural labourers, 357

Venice, 686 Women, work of, 119; efficiency of,
Vexin, farms, 297 128 ; wages of, 400 ; employment_
ViUermd, on Freneh labourers, 295 n. for, 401, 759--60, 959
Villiaum6, on co-operation, 769, 777 n., Wordsworth, on English peasantry,

778 n. 257 n.
Voluntary system,953. 977 Wiirtemberg, peasant t_roprietora,

239 n. ; laws of marriage, 353

W
Y

WAxs, Pays de, 147 n., 230
Wages, 57, 253, 343-6; W. and Yov_o, Arthur, Trave_ in Franr_

population, 349-60; popular rome- (1787-9), 278--82; on population,
dies for low W., 361-2 ; allotment 295 n. ; on metayers, 303 n. ; on
system, 368 ; Continental, 371 ; English farmers, 306 ; against mo-
emigration, 384 ; women's W. in tayers, 306, 307, 308, 310
factories, 400 ; fixed by custvm,
403 ; W. depends on profits, 419, Z
477 ; low W. and underselling, 684 ;
law of W., 688--9; tax on W., Z_M_DARS, 325--7
827--9 Zurich, workmen at, 109; peasant

Wakefield, on co-operation, 116-17 ; proprietors, 260, 262 n., 269 ;
on colonisation, 121; on agricul- weavers, 398 ; manufacturers and
ture, 144-52 ; his system of emi- agriculturist_ 683 ; co-operation,
gration, 330, 382 ; on capital, 727, 783

THE END
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